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Rooted to Rise

At HNB we firmly believe that the stronger our roots, the higher
we can rise. Over the past year, we have worked relentlessly to
strengthen the foundations that have supported us for 136 years.
As we prepare to usher our stakeholders into a new era of banking,
we are confident that the solid, resilient roots we have reinforced
will provide the stability we need for future growth.

We are poised for a period of exponential growth, firmly grounded
in a strong foundation that will propel both our collective progress
and the nation’s development.

We are ready to overcome today’s challenges and achieve new
heights of excellence.

We are rooted to rise.

The cover illustration features the Euphrates Poplar, or Desert Poplar, often
referred to as ‘the guardian of the desert.” For centuries, these trees have thrived
by relying on a deep, interconnected root system that fosters collective growth
through shared prosperity. Similarly, HNB is committed to building a robust
and interconnected foundation that nurtures growth and prosperity, not just for
the Bank, but for the communities we serve. By strengthening our core values
and fostering partnerships, we aim to create a thriving ecosystem that supports
sustainable development, enhances the well-being of our stakeholders, and
ensures long-term success for future generations.

HNB I
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ABOUT THE REPORT

Report Profile

This Integrated Annual Report presents

a comprehensive overview of the

performance of the Hatton National Bank

PLC (HNB) Group. The Report offers a

clear and concise account of the strategic
initiatives undertaken to realise the Group's
long-term vision while effectively balancing
the current and future expectations of all

stakeholders.

This is the 11th Integrated Report prepared
by HNB, since the Group commenced its

integrated reporting journey in 2014. All

previous integrated reports including the
most recent Report for 2023 is available on

the corporate website -

www.hnb.net for viewing and download
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FINANCIAL AND STATUTORY REPORTING BOUNDARY

NON FINANCIAL REPORTING BOUNDARY

HNB C

YOUR PARTNER IN PROGRESS

[ HNB Assurance PLC ] [ Sithma Development (Pvt) Ltd ]

[ HNB Finance PLC } [ HNB Investment Bank (Pvt) Ltd* }

(&

%

REPORTING BOUNDARY AND SCOPE

This report covers the period from 1st January 2024 to 31st December 2024 and includes post balance sheet events and information up to

* Previously known as Acuity Partners (Pvt) Ltd.

the date of Board approval on 21st February 2025. The financial information contained in the report relates to Hatton National Bank PLC
and its Group Companies namely HNB Assurance PLC, HNB Finance PLC, HNB Investment Bank (Pvt) Ltd and Sithma Development (Pvt) Ltd.

Non-financial information presented within the Report, unless explicitly stated, refers to information relating only to the Bank and excludes

the Group Companies as the Bank accounts for over 92% of Group PAT and over 94% of total assets and total liabilities.
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ABOUT THE REPORT

Integrated Reporting Process

ACCURACY BALANCE CLARITY COMPARABILITY COMPLETENESS

WHAT WE CONSIDER WHEN CREATING VALUE

@ vision

To be the acknowledged leader and chosen partner in
providing financial solutions through inspired people.

OPERATING CONTEXT

©) wmission

STAKEHOLDER ENGAGEMENT

Combining entrepreneurial spirit with empowered people and leading
cutting-edge technology to constantly exceed stakeholder expectations.

MATERIAL TOPICS

Evaluating the latest developments
impacting our operating environment
and identifying the risks and
opportunities that influence our decision
making processes and the way we
create value for our stakeholders. Refer
Operating Environment - page 42

KEY RISKS

As a Bank we have identified principal
risks that impact our business model
and strategy, and we work proactively
to manage these conditions. Refer Risk
Report - page 231

Build strong and meaningful relationships
with our stakeholders in order to understand
their needs and expectations and determine
how best to respond to these. Refer
Stakeholder Engagement - page 24

ke

iy Customers

sth Employees

@ Government and Regulators
<

## Communities

Our Identified Stakeholders

o8 Investors

F’g Business Partners

Determining material matters important
to our stakeholders alongside an in-
depth analysis of the internal and external
environment to determine environmental,
social and governance aspects that could
potentially be material to HNB's business
model as a Bank. Refer Materiality
Assessment - page 31

S

@ www.hnb.net

Chairman’s Message - page 12

HNB's Strategic Direction - page 36
Business Line Review - page 47

www.hnb.net/2024

Managing Director / CEO’s Review - page 15
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—>| CONCISENESS CONNECTIVITY TIMELINESS VERIFIABILITY

HOW WE CREATE VALUE

STRATEGIC PILLARS

An agile and iterative strategy that embeds material matters and sustainability considerations across five strategic pillars that represent
HNB's efforts to consistently strengthen its core foundations to support business adaptability, scalability and resilience - Refer Strategic
Direction - page 36

Business Sustainability
o YO [ TS OUTCOMES

o .
2 Business Growth :

Quantitative and qualitative outcomes
for stakeholders representing value
S A enhancement or at a minimum value
Customer Experience
and Productivity

) ;
@ People Development :

o

o

preservation, while minimising value
erosion. Value Creation Model - page 22

OUTLOOK AND PROSPECTS

Technology Enablement :

o

Chairman’s Message - page 12

Managing Director / Chief Executive
Officer's Review - page 15

vp‘((\
(%@/
o

=7~

No 1 Bank in Sri Lanka

SUSTAI NABLE Most Customer Centric Bank
DEVELOPMENT Most Preferred Employer

Gs‘"eALS Best Digital Bank
T Most Resilient and Sustainable Bank

LEADING THE TRANSITION TOWARDS BECOMING A FULLY SUSTAINABLE BANK

Allocation of financial and non-financial resources to facilitate the creation and delivery of
stakeholder value - Refer Capital Management Reports - page 59

The Seven Capitals That We Use to Create Value:

= Financial sa* Human &n  Intellectual 0 Digital

EL Capital & cCcapital ¥ Capital » Capital

.g Natural Social and & Manufactured
Capital Relationship Capital &= Capital
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ABOUT THE REPORT

LEADING THE TRANSITION TOWARDS BECOMING A FULLY SUSTAINABLE BANK

Global sustainability best practices
underscore our efforts to deliver

stakeholder value and prove our .“‘ “ (v;‘v 20” “‘\~%
commitment to lead by example in PB SDGs e A“)ﬁ.mmmmmm D\ []
advocating for sustainability. Refer Sustainable "N
Banking Initiati DL
Leading the Transition Towards Becoming ‘ ‘ anking Initiative =T

a Fully Sustainable Bank - page 98

Reporting Frameworks

INTEGRATED REPORTING (V)

The International Integrated Reporting Framework of the
International Integrated Reporting Council (IIRC)

SUSTAINABILITY REPORTING (V)

In accordance with the Global Reporting Initiative (GRI)
standards issued by the Global Sustainability Standards Board

United Nations Sustainable Development Goals (SDGs)

Sustainability Accounting Standards Board (SASB) -
Sustainability Accounting Standard for Commercial Banks

United Nations Global Compact (UNGC)

FINANCIAL REPORTING (M)

Sri Lanka Accounting Standards issued by the Institute of
Chartered Accountants of Sri Lanka

Companies Act No 07 of 2007
Listing Rules of the Colombo Stock Exchange

GOVERNANCE, COMPLIANCE AND RISK REPORTING

Code of Best Practice for Corporate Governance issued by
the Institute of Chartered Accountants of Sri Lanka (V)

Corporate Governance Requirements stipulated under the
Listing Rules of the Colombo Stock Exchange (CSE) - (M)

SLFRS S1 and S2

M - Mandatory Requirements V - Voluntary Adoption

Assurance Feedback

All sections of the Integrated Report encompassing financial and non-financial information,
including the narrative and supporting quantitative and qualitative data have been reviewed
by the Board Audit Committee, with a view to providing assurances to the Board regarding
the accuracy and completeness of the report content.

The Board values stakeholder
feedback on this Integrated Annual
Report and encourages readers

to share their comments using the
Investor Feedback Form available on
page 537. We look forward to hearing
from you.

External auditors; KPMG have provided independent assurance reports regarding the
financial statements for the year ending 31st December 2024. Independent assurance has
also been obtained confirming that the Integrated Report for the year 2024 adheres to GRI
Standards and complies with the <IR> Integrated Reporting Framework. These statements
are on Page 508 and 510 respectively.
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Forward-Looking Statements

The report includes, where relevant, future plans that reflect the HNB Group’s position and KEY IMPROVEMENTS
beliefs at the time of writing. However, given the dynamic and rapidly evolving environment
in which the Group operates, unforeseen developments and uncertainties may lead to actual CAPTURED IN

results or actions to be different from those outlined in these forward-looking statements. 2024
As such, the Group assumes no obligation to publicly update or revise these statements
after the publication date. Readers are therefore advised to interpret forward-looking » Enhanced screening of

statements with caution. Material Topics using the
double materiality filter

The Board confirms that there are no restatements pertaining to previous annual reports
published by HNB PLC.

»

Strengthened disclosures in
the Value Creation Model with
the inclusion of stakeholders
Board Responsibility Statement impacted (directly and
indirectly), links to SDG's and
Capital trade-offs during
resource allocation

The Board of Directors of HNB PLC takes full responsibility for the completeness, accuracy,
and integrity of this report. The Board confirms that it has collectively reviewed its contents,

supported by assurance reports from both internal and external providers. Based on this
Enhanced disclosures for

SLFRS S1 and S2

»

review, the Board is satisfied that the Integrated Report for 2024 effectively addresses all

material issues impacting the Group's ability to create and sustain stakeholder value in the
»

Improved governance
disclosures across all capital
reports

UNGC highlights

short, medium, and long term.

»

-

Nihal Jayawardene PC Devaka Cooray Damith Pallewatte
Chairman Chairman, Managing Director/CEO

Board Audit Committee

Colombo, Sri Lanka
21st February 2025
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ABOUT THE HNB GROUP

Hatton National Bank PLC (HNB) is one of Sri Lanka’s most prominent private sector banks, with a legacy that spans over a century. Founded
in the late 19th century to serve the financial needs of tea planters in the Hatton region, HNB has since grown into a leading financial
institution, playing a pivotal role in the Country’s economic development.

Connecting Sri Lankans

Corporates and
Emerging Corporates

. o R o
@, s and Micro
>2.7Mn @ >244k W g3 ) S
L o .

o ..........................
Branches
o .......................... :

Correspondent banks

in 31 countries

Correspondent banks

in 26 countries

Correspondent banks

in 3 countries

802k :
Active digital !
customers ;

486k
HNB Solo
downloads

o .............................
000 27k
B il Merchant
N2 outlets

o .............................

Correspondent Correspondent Correspondent

banks in 7 countries banks in 6 countries banks in 2 countries

Domestically Significant

HNB’s market share against Licensed Commercial Bank Assets and Liabilities
(As at end of 2023 and Q3 2024)

Deposits

2024 2024
.............................. o .............................. o
10.9% Ntors 11,8,
o023 1050 2023 11.5%
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A Legacy of Excellence

HNB's journey began in 1888 as Hatton
Bank, serving British planters in Sri Lanka’s
central highlands. Over the decades, the
Bank evolved, adapting to the changing
economic landscape and expanding its
services to cater to a broader clientele. In
1970, Hatton National Bank was formally
established, marking a significant milestone
in its transformation into a full fledged
commercial bank.

Today, backed by a National Long-Term
Rating of ‘AA- (Ika)’ by Fitch Ratings Lanka,
the HNB brand stands out as a symbol

of excellence in Sri Lanka’s banking

sector, known for its financial strength,
customer-centric approach, and unwavering
commitment to innovation and service
excellence.

Group Structure

HATTON

Driving Economic Growth

Throughout its history, HNB has been a
key player in Sri Lanka’s financial sector,
fostering financial inclusion and supporting
businesses across all industries and sectors
of the economy. With a strong physical
footprint represented by a network of 254
branches and 832 SSMs across the country
the Bank has earned the trust of millions
across the nation to solidify its status as
the preferred choice for individuals and
businesses alike.

HNB is one of only two private banks

in Sri Lanka to be declared a Domestic
Systemically Important Bank (D-SIB) - a

rank that underscores its critical role in
safeguarding the stability of the Country’s
financial system. This recognition reflects
HNB's financial resilience, prudent risk
management, and strategic contributions to
the nation’s economic progress.

NATIONAL BANK PLC | 9
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Innovation and Digital Transformation

HNB has consistently been at the
forefront of banking innovation through
its pioneering endeavours to redefine

the customer by leveraging cutting-edge
solutions to enhance financial accessibility
for all Sri Lankans. From introducing
ATMs and mainstream internet banking

to groundbreaking mobile banking apps,
transaction banking solutions and cutting-
edge digital payment platforms, HNB has
embraced technology to stay ahead of the
curve.

Commitment to Sustainability and CSR

Beyond banking, HNB has upheld a strong
commitment to sustainability and Corporate
Social Responsibility (CSR). The Bank has
championed financial inclusion, sustainable
financing, and green initiatives, reinforcing
its role as a responsible corporate citizen.

Y BANKING SERVICES B

Wholesale Banking
Corporate Banking
Trade Finance
Treasury

Transaction Banking -
HNB TxB

Islamic Banking
Custodian Services

Institutional Banking

&
-~
Retail Banking

Retail Banking

SME

Micro Finance

(. J

HNB Investment Bank (Pvt) Ltd. previously
known as Acuity Partners Ltd., was a joint
venture between HNB PLC and DFCC Bank.
HNB acquired 100% control over the entity
in January 2025.
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PERFORMANCE HIGHLIGHTS

Bank Group
2024 2023 Change 2024 2023 Change
Rs Mn Rs Mn Rs Mn Rs Mn

Financial Capital
A Resilient Performance
Gross income 190,870 299,139 -36.2% 228,945 336,638 -32.0%
Net interest income 96,288 104,342 -7.7% 109,765 118,075 -7.0%
Net fee and commission income 17,848 15,841 12.7% 19,149 16,573 15.5%
Total operating income 63,903 118,916 -46.3% 97,593 149,500 -34.7%
Impairment charge / (reversal) (78,656) 40,589 -293.8% (77,406) 42,524 -282.0%
Operating expenses 42,205 35,504 18.9% 71,129 60,375 17.8%
Operating profit before tax on financial services 100,355 42,823 134.3% 103,869 46,601 122.9%
Profit before income tax 79,821 32,689 144.2% 84,099 37,218 126.0%
Profit after tax 41,342 20,353 103.1% 44,840 23,606 89.9%
Financial Stability
Shareholders’ funds 231,479 184,977 25.1% 261,361 212,240 23.1%
Customer deposits 1,715,484 1,579,780 8.6% | 1,750,259 | 1,609,154 8.8%
Gross loans and advances 1,159,740 1,041,990 11.3%| 1,206,782 1,081,186 11.6%
Total assets 2,078,538 | 1,934,252 75% | 2,209174| 2,047,040 7.9%
Total liabilities 1,847,059 1,749,275 5.6% 1,939,424 1,827,484 6.1%
Profitability
Net interest margin (%) 5.24% 6.47% -123 bps 5.69% 6.97% -128 bps
Adjusted Cost to income ratio (%) 37.23% 29.86% 737 bps 48.37% 40.38% 799 bps
Return on assets (%) 2.06% 1.12% 94 bps 2.11% 1.23% 88 bps
Return on equity (%) 19.85% 11.82% 803 bps 18.39% 11.51% 688 bps
Asset Quality
Impaired loans (stage 3) ratio (%) 1.88% 3.76% -188 bps
Impairment (stage 3) to stage 3 loans ratio (%) 74.42% 57.49% 1693 bps
Investor Information
Earnings per share (Rs) 72.30 35.59 103.1% 76.14 39.82 91.2%
Net assets per share (Rs) 404.81 323.49 25.1% 457.07 371.17 23.1%
Market value per voting share (Rs) 319.75 169.25 88.9%
Total dividends per share (Rs) 15.00 8.00 87.5%
Cash dividends per share (Rs) 15.00 4.00 275.0%
Regulatory Ratios
Core capital ratio (%) 19.59% 13.66% 593 bps 20.64% 14.70% 594 bps
Total capital ratio (%) 23.96% 17.13% 683 bps 24.70% 17.95% 675 bps
All currency liquidity coverage ratio (%) 331.49% 445.92% -114 pps
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Purchases from
Local Suppliers

—~ Rs1.3Bn

Tax Expense

I ) pl |
B Lo
% U iV Rs59.0Bn

Customer CSR
Brand Value Brand Ranking Credit Rating Satisfaction Score Investments
Rs25Bn 6th AA- 87.9% Rs14.3Mn
- AN J
? HUMAN CAPITAL MANUFACTURED CAPITAL
A N S BRSSO NEY
Number of Retention New Average Training Hours Lan.d ?nd Branches HOL{Sed Invested in Capex
Employees Rate Recruits per Employee (hrs) Building in Own Premises (excluding Digital Capital)
5577 92.7% 768 25.9 Rs26.1Bn S0 Rs979 Mn
_ AN %
Bgﬁ DIGITAL CAPITAL .B NATURAL CAPITAL
i~ N

Active Users

802k

Solar Energy Plastic Waste Reduction in Paper
Digital Revenue Digital Transactions Volumes Generated Recycled Disposal
Rs1.4 Bn 46.6 Mn 1,982 (Mmwh) 2,397 kg 454,

= /
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CHAIRMAN'S MESSAGE

HNB has remained steadfast in its mission to drive national
growth and uplift communities across the country. For 136
years, we have proven ourselves to be a trusted financial
partner, empowering individuals and businesses to achieve
their aspirations. Through more than a century of economic
transformation and adversity, HNB has not only endured, but
emerged stronger by adapting, evolving, and leading the way
in shaping Sri Lanka’s financial landscape.

Dear Shareholder,

Having experienced five years of extreme
volatility and unprecedented challenges,

it was indeed a relief to see Sri Lanka
inching its way towards achieving economic
stabilisation in 2024. The numbers too, paint
a promising picture.

According to available data, GDP growth
for 2024 is expected to be between 4-5%.
This was accompanied by low inflation
throughout the year, on the back of
sustained reductions in administered prices,
strong currency appreciation, and improved
supply conditions, globally. Interestingly,
the widening trade deficit attributed to
higher import demand, was arrested to

a great extent by the significant rise in
tourism earnings and inward remittances.
Meanwhile, the suspension of external debt
servicing contributed towards the surplus

in the balance of payments, leading to
improved foreign exchange reserves and a
strengthening of the currency.

On the fiscal front, the primary surplus
recorded in the previous year improved
further, supported by higher tax revenues
following adjustments to the VAT system. At
the same time, controlled expenditures and
lower borrowing costs were responsible for
the reduction in the overall fiscal deficit.

Building a Thriving Bank

With the improving economic landscape in
2024, providing the impetus for renewed
business confidence and financial sector
expansion, HNB leveraged its strong
foundation to prove its leadership in the
local banking industry.

HNB's solid capital position, strong
liquidity, and digital-first strategy, enabled
the Bank to respond swiftly to emerging
opportunities for business expansion,
culminating in an exceptional financial
performance in 2024.

The Bank reported a robust 103.1% year-
on-year growth in Profit After Tax, from

Rs 20.4 Bn in 2023 to Rs 41.3 Bn in 2024.
HNB's contribution to national development
remained substantial, with taxes of Rs 59.0
Bn for the current financial year.
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HNB continued to reinforce its position
within the local banking industry, as the
Bank’s asset base surpassed Rs 2.0 Tn and
customer deposits crossed the Rs 1.7 Tn
mark as at 31st December 2024.

Meanwhile, bolstered by the strong
performance for the year, ROA and ROE
surged to 2.1% and 19.8% respectively in
2024, from 1.12% and 11.82% reported in
2023.

HNB's commitment to maintaining strong
capital and liquidity buffers was evident
with the Bank’s Tier | and Total Capital
Adequacy Ratios at 19.59% and 23.96%
respectively by end-2024, well ahead of the
regulatory minimum requirements of 9.50%
and 13.50%, respectively.

To further augment the Bank’s capital
position in order to facilitate loan growth,
and strengthen the balance sheet, HNB
successfully raised Rs 12 Bn in Tier 2 capital
through the issuance of Basel Ill-compliant
subordinated debenture in August 2024.

Meanwhile, the Bank'’s liquidity position
remained robust, with an all-currency
Liquidity Coverage Ratio of 331.5% as at the
year end, nearly three times more than the
statutory requirement of 100%.

| am happy to note the upgrade in HNB’s
National Long-Term Rating to 'AA-(lka)’,
by Fitch Ratings in their latest review,
subsequent to the sovereign upgrade post
closure of the external debt restructuring
programme of Sri Lanka. It was indeed
another proud moment, when HNB was
ranked Sri Lanka’'s No 1 Company by
Business Today in its Top 40 rankings for
2023-24 and was adjudged the Best Retail
Bank in Sri Lanka for the 15th time by the
Asian Banker Magazine.

Meanwhile, bolstered by the Bank'’s financial
results alongside strong performances by all
subsidiaries, the HNB Group posted a Profit
After Tax (PAT) of Rs 44.8 Bn for the year
under review, denoting an impressive 89.9%
year-on-year growth.

HATTON NATIONAL BANK PLC | 13
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Consolidating the HNB Legacy

As Sri Lanka’s premier private sector retail
bank, HNB has remained steadfast in its
mission to drive national growth and uplift
communities across the country. For 136
years, we have proven ourselves to be

a trusted financial partner, empowering
individuals and businesses to achieve their
aspirations. Through more than a century
of economic transformation and adversity,
HNB has not only endured, but emerged
stronger by adapting, evolving, and leading
the way in shaping Sri Lanka'’s financial
landscape.

In particular, we are immensely proud to
see how our digital transformation journey
over the past decade has redefined
banking in Sri Lanka. Over the years, we
have continued to rewrite the narrative,
from revolutionising product offerings

to creating an inclusive digital payment
ecosystem, our focus has been to enhance
customer experiences and improve financial
accessibility for all Sri Lankans. Moreover,
by harnessing technology and automation,
we have re-engineered our infrastructure to
deliver speed, agility, and precision never-
before-seen in the local banking industry.
These efforts have positioned HNB not just
as Sri Lanka’s premier private sector retail
bank, but as a catalyst for change, helping
to propel the nation forward.

&

GROUP PROFIT AFTER TAX

Rs 44.8 Bn

89.9%

GROUP ASSETS

Rs 2.2 Tn

7.9%

In 2024, we further consolidated this

legacy, celebrating 136 years of resilience,
innovation, and unwavering commitment to
progress. As a heritage brand deeply woven
into the fabric of the nation, HNB's vibrant
brand identity and dynamic presence
embodies a promise. The promise to honour
our remarkable legacy by continuing to
push the boundaries of excellence to deliver
a future where financial empowerment

and prosperity is within reach for every Sri
Lankan.

Empowering Shareholder Growth

Building on its track record of consistent
dividends, the Board of Directors declared
a final cash dividend of Rs 15.00 per share
amounting to Rs 8.6 Bn, reflecting a
substantial 87.5% increase over the previous
year.

Our shareholders also continued to benefit
from the performance of the HNB share.
The HNB share performed exceptionally
well in 2024, significantly outperforming
the previous year. A high of Rs 324.00 and
a low of Rs 151.00 in the voting share of
HNB, reflects continued investor trust and
confidence in the Bank. Furthermore, the
average share price which is substantially
higher than the previous year, | believe is a
clear testament to the confidence investors
have in the Bank’s strategic direction and
long-term growth prospects.
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CHAIRMAN'S MESSAGE

Excellence in Leadership and
Governance

HNB's reputation for trust, integrity,

and innovation has always been firmly
anchored to the vision of the Board as well
as the aspirations of the Bank's executive
leadership. In keeping with this principle
approach, the year 2024 witnessed some
notable changes across the Board and
among the ranks of HNB's executive
leadership.

The year 2024, saw the appointment of
three new Non-Executive Directors to the
HNB Board of Directors. Mr S. Renganathan
and Mr Nanda Fernando, both distinguished
bankers with several decades of expertise,
joined the Board on April 2, 2024, while

Mr Suresh Shah, a veteran corporate

leader, was appointed to the HNB Board

of Directors on May 10, 2024. Another
notable appointment was that of Ms Dilani
Alagaratnam, Attorney-at-law, to the HNB
Board of Directors as an Independent and
Non-Executive Director in January 2025.

Another key appointment was that of Mr
Damith Pallewatte as Managing Director/
Chief Executive Officer of HNB PLC, further
solidifying our executive leadership team.
With a proven track record of success at
the helm of HNB's fast growing Wholesale
Banking Group (WBG), Damith was
appointed as Acting Chief Executive Officer
effective from April 2024, as part of the
leadership transition phase before formally
taking over the reins as Managing Director/
Chief Executive Officer, subsequent to the
retirement of the long-standing Managing
Director / Chief Executive Officer, Mr
Jonathan Alles.

| also wish to announce the appointment

of Mr Sanjay Wijemanne as HNB's Chief
Operating Officer (COO) with effect from
April 2024. Sanjay's appointment as COO
underscores HNB’s commitment to business
excellence by adapting proactively to the
evolving needs of our customers and the
wider economic landscape.
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HNB will remain steadfast in its commitment to fostering
financial inclusion, enhancing business agility, and driving
forward initiatives that support the broader socio-economic
landscape. With a clear vision for the future, we will leverage
HNB's heritage as a Domestic Systemically Important Bank

to lead from the front to shaping the nation’s economic
resurgence thereby leaving a legacy that future generations of

Sri Lankans will take pride in.

Forging Ahead towards a
Prosperous Future for All

With the general consensus being that the
Sri Lankan economy is set for exponential
growth in the coming years, | believe it

is HNB's duty to forge ahead to create a
prosperous future for all. As we navigate this
critical juncture in Sri Lanka's history, the
Bank will draw on its legacy as a partner in
progress for generations of Sri Lankans, to
unveil a new era of prosperity for every Sri
Lankan.

During this crucial period of
transformational change, HNB will remain
steadfast in its commitment to fostering
financial inclusion, enhancing business
agility, and driving forward initiatives that
support the broader socio-economic
landscape. With a clear vision for the
future, we will leverage HNB's heritage as a
Domestic Systemically Important Bank, to
lead from the front to shaping the nation'’s
economic resurgence thereby leaving a
legacy that future generations of Sri Lankans
will take pride in.

Appreciations

Before | conclude my review, | would
like to extend my deep appreciation to
my colleagues on the Board for their
enthusiastic participation in all Board
matters.

Let me also take this opportunity to thank
Mr Jonathan Alles - the former Managing
Director / Chief Executive Officer of

W\ |
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HNB for his visionary leadership that was
instrumental in positioning HNB as a
Domestic Systemically Important Bank.

My sincere appreciation also goes to the
HATNA Family for their commitment to
being true ambassadors of HNB at all times.

I would also like to express my sincere
gratitude to all regulatory bodies, including
the Central Bank of Sri Lanka, the Colombo
Stock Exchange, the Securities and
Exchange Commission and the Ministry of
Finance for their guidance.

Furthermore, | would like to extend my
heartfelt gratitude to all our shareholders
for their trust and confidence in our

vision. A special word of thanks to all our
customers for their trust and confidence

in the HNB brand. Thank you also to our
business partners, suppliers, and all other
stakeholders for their continued patronage.

| seek the support of all stakeholders as
HNB forges ahead, towards constructing a
prosperous future for all Sri Lankans.

M

-

Nihal Jayawardene PC

Chairman

Colombo, Sri Lanka
21st February 2025
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HNB has a fundamental responsibility to adapt and align

its strategy to support the Country in navigating both the
challenges and opportunities of the economic recovery
environment. This entails leveraging our expertise, resources
and advanced digital capabilities to support key sectors and
enhance customer resilience to contribute to the nation’s long-
term recovery.

Dear Shareholder,

Emerging from one of the most challenging
economic periods in decades, the Sri
Lankan economy appeared to have reached
a turning point, with key macroeconomic
indicators continuing on a positive
trajectory. Inflation remained well contained
within the desired levels throughout the
year, allowing the Central Bank of Sri

Lanka to relax monetary policy measures
culminating in the sharp decline in market
interest rates.

Another notable development was the
appreciation of the Sri Lankan Rupee
against the US Dollar, in stark contrast to
the significant depreciation experienced

in the previous year. The combined effect
of the currency stabilisation and lower
interest rates together created a conducive
environment to stimulate credit growth and
improve debt serviceability for borrowers.

Sustained Results

Against this backdrop, HNB's core focus
remained on sustainable growth through
responsible lending, low-cost deposit
mobilisation, growing non-interest income
and improving asset quality.

Fuelled by the improved demand for credit
on the back of the steady decline in market
lending rates, HNB's gross loans grew by
Rs 117.8 Bn for the period, even though the
first quarter saw a contraction of Rs 26.5 Bn.
Similarly, the Bank’s asset base expanded
to Rs 2.1 Tn as of 31st December 2024,
marking a 7.5% increase from the Rs 1.9 Tn
recorded at the end of the previous year.
Remarkably, despite the low interest rate
environment, the Bank’s CASA base grew
by Rs 113.5 Bn in 2024, marking the highest
level recorded in the last decade. | believe
this stands as a testament to the public’s
trust in HNB. We were thus able to advance
our LKR CASA ratio to 36.4% in 2024 from
31.8% in December 2023, bringing us
significantly closer to our ideal 40% target.

Conversely, the steep drop in market rates
negatively impacted yields from loans and
advances as well as investments, exerting

pressure on net interest margins. With the
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loan book repriced at lower rates, Interest
Income for 2024 showed a 21.6% decline
compared to 2023. On a positive note,
Interest Expense recorded a 29.7% drop
supported by the strong growth in CASA
deposits. Nevertheless, the resultant NI for
the period reflected a 7.7% YoY contraction.

In the meantime, our attempts to minimise
the impact of interest was met with
considerable success, with our aggressive
campaign to promote non-fund based
activities yielding a 12.7% year-on-year
growth in Net Fee and Commission Income
despite Fee Income from trade services
being impacted as trade tariffs normalised
to pre-COVID levels. The fact that the
growth in Fee Income was largely driven
by higher cards and digital transactions,
further underscores HNB’s commitment to
promulgate a cashless economy.

Meanwhile, ongoing support by the Bank's
Customer Rehabilitation Unit aimed at
assisting customers revive their businesses,
coupled with a renewed emphasis on
collections, significantly contributed to
achieving better-than-average results as
denoted by the improvement in HNB's asset
quality indicators. The Bank’s Net Stage 3
ratio improved to 1.88% while the Stage 3
Provision Coverage ratio moved to 74.42%,
from 3.76% and 57.49%, respectively, in the
previous year. Following the completion of
the external debt restructuring in December
2024, the Bank, in accordance with the
industry practice, recognised a reversal
against the provision of 52% made against
investments in ISBs. This together with the
positive movement in stage-wise loans, led
to a significant reversal in the impairment
charge for the period.

Strategic Priorities

As a Domestic Systemically Important

Bank, | believe HNB has a fundamental
responsibility to adapt and align its strategy
to support the Country in navigating both
the challenges and opportunities of the
economic recovery environment. This entails
leveraging our expertise, resources and
advanced digital capabilities to support key
sectors and enhance customer resilience

to contribute to the nation’s long-term
recovery.
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~ Growth
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@ Advances @ Deposits

Revitalising the Country’s
Agricultural Base

At its core, Sri Lanka is an agricultural
nation, with agriculture being a key driver
of livelihood, employment, and rural
development. However, recent years have
seen the Country’s agriculture sector,
especially rural agriculture besieged by
back to back challenges, resulting in a
significant drop in productivity and output.

As a long-standing advocate of agriculture
sector growth, HNB took a bold step
towards revitalising the Country’s
agriculture sector with the launch of HNB
Sarusara Programme in mid-2024. Sarusara
embodies a comprehensive strategy

to enhance financial inclusion, develop
effective agricultural value chains, and
introduce innovative technologies and
productivity improvements. Our objective
is not merely to provide financial assistance
to grass-root level farmers but to go further
by empowering a new generation of agri-
preneurs capable of leading the nation
towards a more sustainable and resilient
future. Ultimately, we envision Sarusara as
a catalyst in supporting rural communities
to achieve financial independence and
strengthen their capacity to make sustained
contributions to their respective regional
economies.

Our commitment is clear: we have set an
ambitious goal of creating 30,000 agri-
preneurs by the end of 2025. The efforts
required to fulfil our commitment are
multifaceted, involving not only reaching

\]
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GROUP ADVANCES

Rs1 .2Tn

11.6%

GROUP DEPOSITS

Rs 1 .7Tn

8.8%

and assisting our valued clients but

also upskilling and upgrading our own
workforce, who bring barefoot banking to
rural Sri Lanka. To support this endeavour,
HNB tied up with the Institute of Bankers of
Sri Lanka (IBSL) to introduce the Diploma
in Microfinance. Designed to develop
specialised in-house expertise, the IBSL
Diploma in Microfinance, underscores

our belief in the transformative power of
education as the basis of driving financial
inclusion and economic empowerment
across Sri Lanka.

Empowering the SME sector

It is no secret that the SME sector in Sri
Lanka holds considerable economic clout
serving as a critical driver of employment,
industrialisation, and foreign exchange
generation, collectively contributing to
almost 52% to the Country’s annual GDP.
At HNB, we see ourselves as partners in
national development and as such, have
remained long standing champions of the
SME sector growth.

Keen to further deepen our involvement

in the SME sector transformation, we re-
calibrated our approach in 2024, to focus on
facilitating the SME sector expansion into
manufacturing, industrialisation, and export-
oriented ventures. By prioritising businesses
that contribute to local manufacturing and
foreign exchange earnings, we are seeking
not only to drive economic growth but also
to enable SMEs to remain competitive in an
evolving market.

I ANNUAL REPORT 2024



Simultaneously, we also began paying
close attention to the Emerging Corporate
segment. Recognising the need for a
systematic approach to nurture these high-
potential SME businesses that are on the
cusp of scaling into larger enterprises, we
embarked on a broad-based programme
to nurture these enterprises to seamlessly
transition into the next tier of corporate
success, thereby laying the foundation for
a robust and thriving corporate ecosystem
that will contribute towards enhancing the
Country’s global competitiveness.

Redefining the Local Banking Landscape
through Digital Disruption

Since commencing our digital
transformation journey over a decade
ago, HNB has made tremendous progress
in transforming the local banking sector.
Admittedly, our position as the vanguard
of technology-integrated banking is
further solidified by pioneering platforms
such as HNB SOLO which offers seamless
digital payment experiences and enhances
merchant access to advanced digital
payment options.

True to our reputation as a digital disruptor
in the local banking sector we continued
challenging conventional banking systems

in 2024 with a view to accelerating the shift
towards digital adoption. The launch of HNB
TxB in September 2023 with a full blown
production roll out from January 2024,
represents a major step forward in providing
fully fledged solutions for corporates,
offering them 360-degree control and
visibility across their value chain.

Meanwhile, the HNB Self Onboarding
module rolled out in March 2024 represents
a landmark achievement in our efforts to
revolutionise the banking experience for our
retail customers. Developed using the latest
digital onboarding technology, the HNB
Self Onboarding platform with its robust
architecture, represents a paradigm shift in
digital banking.
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It is no secret that the SME sector in Sri Lanka holds
considerable economic clout serving as a critical driver

of employment, industrialisation, and foreign exchange
generation, collectively contributing to almost 52% to the
Country’s annual GDP. At HNB, we see ourselves as partners in
national development and as such have remained long standing
champions of the SME sector growth.

Performance of Business Segments

Retail Banking

2024 marked a significant milestone

for HNB's Retail Banking segment. The
segment which has long been the mainstay
of HNB's business model registered a year-
on-year growth of 6.6% driven by sound
growth in Housing, Leasing, Cards and
Pawning portfolios. Fee income attributed
to the retail segment also witnessed

a notable increase, amidst the strong
performance of HNB cards and digital
products.

Asset quality of our retail lending book
improved significantly in 2024, reflecting
the improving economic conditions and the
concerted efforts.

Meanwhile, retail deposits saw a healthy
growth driven by the expansion in retail
CASA by 20.1% during the year.

Wholesale Banking

HNB's efforts to grow market share against
the backdrop of heightened competitive
pressure yielded good results with the
Wholesale loan book as at 31st December
2024 recording a 11.7% expansion
compared to the previous year. | am also
very pleased to see a sizeable reduction

in the stage 3 impairments attributed to
the Wholesale Banking portfolio, which

no doubt is due to the dual impact of

our dedicated rehabilitation efforts over
the past few years alongside improving
economic conditions, collectively creating a
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conducive environment for the resumption
of loan servicing.

Corporate CASA targets for the year

were successfully achieved, aided by

a comprehensive campaign aimed at
capturing a larger share of the transactional
accounts of larger corporates and MNCs.

We were able to capture several offshore
lending opportunities giving us a notable
benefit to deploy excessive foreign currency
liquidity. The healthy build-up of dollar
liquidity over the past year allowed HNB

to capitalise on the growing trend of local
companies expanding their operations to
new territories overseas.

It is also very rewarding to see that
exposure received through these efforts
opening up opportunities for HNB to
engage in global syndications to further
bolster its offshore lending book. Seeking
additional avenues for growth, HNB seized
the opportunity to enter the Indian market,
supported by prudent risk strategies, and
explored selective lending opportunities in
low-risk sectors.

SME Banking

Driven by our ambition to empower the SME
sector, we remained aggressive in funding
its expansion with a higher proportion of
funds allocated to the sector in 2024. An
additional USD 3.0 Mn special SME credit
line was also secured from USAID to further
accelerate lending to SMEs. Consequently,
the volume of credit granted to SMEs in
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2024 showed a substantial 16.8% increase
compared to the previous year.

Asset quality of the SME loan book
improved significantly in 2024 with the stage
3 ratio improving, resulting in an impairment
reversal for the year.

Microfinance

Cascading from the emphasis on SMEs,
efforts to make inroads into Microfinance
also gathered momentum in 2024. Credit
expansion to the sector was driven largely
through HNB's annual allocation through
the New Comprehensive Rural Credit
(NCRC) scheme provided by the Central
Bank of Sri Lanka.

As outlined above, the launch of HNB
Sarusara signifies HNB's conviction to
support the sustainable growth of micro and
rural businesses. The overall Microfinance
portfolio grew by 24.8% year-on-year, with
lending to agriculture accounting for a
substantial share of the new microfinance
volumes for the current financial year.

The improvement in asset quality was
another important accomplishment, which
| attribute to the success of our ongoing
recovery camps and advisory services
provided to customers.

Treasury

With improved market sentiment, HNB's
Treasury expanded its participation in both
primary and secondary markets in 2024.

~ Resilience
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This was reflected in an increase in the
Bank's local currency government securities
portfolio, which grew by 16.6% year-on-
year, supported by an 85.5% expansion in
Treasury Bonds.

At the same time, following the appreciation
of the Sri Lankan Rupee against the USD,
the Treasury moved aggressively on the
SWAP market, a strategy that added a
considerable boost to foreign exchange
income for 2024.

Performance of Subsidiaries

HNB Finance PLC

HNB Finance delivered a strong financial
performance as at the end of December
2024, demonstrating resilience and

growth notwithstanding uncertainties. The
company's advances portfolio as at 31st
December 2024 indicated a 21.0% growth
over the previous year. The asset quality
improved during the year, while the profit
of the company grew by 233.6% to Rs 937.6
Mn for the year ended December 2024.

Prompted by the weakening demand

for conventional Fixed Deposits (FDs),
against the backdrop of declining interest
rates, HNBF's targeted strategies aimed
at growing retail and branch deposits
produced the desired results as evidenced
by the 8.2% growth in the deposit book
between the twelve-month period from
January and December 2024.

HNB Assurance PLC

NET STAGE 3 RATIO

1.88 %

3.76% in 2023

ALL CURRENCY LCR

331.5«

Minimum Requirement 100%
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HNBA delivered exceptional growth in
2024, with Gross Written Premiums (GWP)
increasing by 21.2% year-on-year to Rs 22.7
Bn, surpassing the industry average.

The improvement in insurance penetration
in the Country, driven by economic recovery
and stronger investor confidence, created

a favourable environment for HNBA to
achieve its strategic objectives and sustain
its growth momentum.

HNB Investment Bank (Pvt) Ltd

HNB Investment Bank (previously known as
Acuity Partners (Pvt) Ltd.) further solidified
its reputation as a premier investment bank,
by delivering an outstanding performance
and achieving several key milestones in
2024.

The company ranked No 1 for raising the
highest volume of debt instruments among
investment banks in Sri Lanka. Marking yet
another notable milestone, then known

as Acuity Partners was appointed as the
co-manager for Sri Lanka’s first listed green
bond issued by DFCC Bank.

Stakeholder Value Creation

Customer Experience

Customer experience has always been a
defining feature in HNB's unique value
proposition. In 2024, we continued to

set new benchmarks for the industry by
enhancing accessibility, streamlining service
delivery, and leveraging technology to
simplify customer interactions across all
touch-points.

Going further, our Customer Experience
(CX) Unit infrastructure was upgraded to
facilitate 24/7 connectivity while branch
frontline teams were granted access to

the state-of-the-art 360-degree Customer
Relationship Management (CRM) system,
enabling seamless tracking and resolution
of customer concerns. We also rolled out
the Queue Management System to minimise
customer wait times at the branch-front.
Another key effort was our ground-breaking
Data Freedom Initiative launched in mid-
2024, to provide customers seamless access
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to HNB's entire digital ecosystem without
incurring data charges, signalling a major
step toward creating an omni-channel
banking environment that would deliver
a frictionless and integrated customer
experience.

Towards the last quarter of 2024, we
revamped our Branch Operating Model,
which was piloted in one region with

great success. | have no doubt that the
recalibrated branch operating model will
elevate the customer experience at our
branches to an exceptional and unparalleled
level.

Employee Experience

At HNB, we greatly value the contributions
of our employees. Known officially as

the HATNA family, we acknowledge that
creating positive experiences for our
employees is the key to building a high
functioning workforce capable of meeting
the needs of a large bank such as HNB.

The launch of the Strategic Human Capital
Project in May 2024 represents a major step
towards enhancing the overall employee
experience of every member of our rapidly
expanding HATNA family. Developed for
the purpose of strengthening the alignment
between job roles and pay structures while
fostering fairness and clarity in salary scales,
the Strategic Human Capital Project is
designed to reduce attrition, and retain top
talent by positioning HNB as an employer of
choice, in an increasingly competitive local
banking industry.

Championing Sustainability

HNB's holistic commitment to sustainability
involves driving sustainable progress
through ethical business practices, green
financing, and impactful community
initiatives that reduce inequalities and
promote a thriving, resource-efficient
economy.

HNB demonstrates its commitment

to economic empowerment through
structured entrepreneur development
initiatives such as the HNB Gami Pubuduwa
Micro finance Loan scheme that provides
aspiring entrepreneurs with the necessary
financial support and guidance to grow
their businesses, in turn achieving financial
independence and making sustained
contributions to their regional economies.
Furthermore, recently, we introduced an
attractive scheme for freelance digital
entrepreneurs, designed to support this
thriving segment, which currently has
limited access to financial assistance. This
initiative will serve as a pillar of strength for
them.

Beyond social and economic development,
our commitment to sustainability extends
to environmental conservation as well. We
prioritise sustainable lending for green
industries and renewable energy projects.
Additionally, we continue to implement
environmentally responsible business
practices aimed at reducing resource
consumption and minimising our carbon
footprint. We also undertake impactful
environmental projects that present long-
term benefits. For instance, HNB’s ongoing

Looking ahead, | am filled with optimism for the future,
especially with the Sri Lankan economy now poised for
significant growth acceleration over the next few years. The
completion of the external debt restructuring process, the
resultant sovereign upgrade and progress on the reform
agenda are also positive signals that will undoubtedly boost
investor confidence, benefiting both the country and the
banking sector in the years to come.
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commitment to the Kanneliya Conservation
Project, in collaboration with IUCN, the
Forest Department, and Biodiversity Sri
Lanka, aims to enhance Sri Lanka’s forest
cover and create a sustainable mechanism
to establish a biodiversity credit system.

Awards and Accolades

| am proud to announce that the year 2024
witnessed HNB continuing its legacy of
being one of the most awarded banks in Sri
Lanka.

HNB received recognition at several
prestigious international awards, including
Euromoney Awards for Excellence 2024,
where HNB was honoured with the titles

of 'Sri Lanka's Best Bank’ and 'Sri Lanka’s
Best Bank for SMEs'. HNB was once again
crowned the Best Retail Bank in Sri Lanka at
the Asian Banker Global Excellence in Retail
Financial Services Awards 2025, marking
the 15th occasion the Bank has received
this coveted title. Similarly, at the 2nd ICC
Emerging Asia Banking Conclave & Awards
2024 organised by the Indian Chamber of
Commerce (ICC), HNB claimed the title
‘Best Bank - Sri Lanka’ and also clinched
several other awards.

Our dedication to excellence across all
fronts was recognised locally as well.
Among many, HNB was ranked as No 1

in the Business Today Top 40 rankings for
2024 and was awarded at the TAGS awards,
Technovation Awards and Best Corporate
Citizen awards in 2024.

Way Forward

Looking ahead, | am filled with optimism
for the future, especially with the Sri

Lankan economy now poised for significant
growth acceleration over the next few
years. The completion of the external

debt restructuring process, the resultant
sovereign upgrade and progress on the
reform agenda are also positive signals that
will undoubtedly boost investor confidence,
benefiting both the country and the banking
sector in the years to come.

Against this backdrop, HNB will remain
steadfast in its pursuit of sustainable growth
and in doing so strive to build on our legacy
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of strength, stability, and resilience. Our
goal is to leverage emerging technologies
to continually reform our suite of products
and services to deliver transformational
change for Sri Lanka’s banking public.

With competition in the banking and fintech
sectors likely to intensify, we are exploring
partnerships and collaborations with fintech
companies to upgrade our customer-facing
platforms and create new digital ecosystems
that will revolutionise traditional banking
norms. Our intention is to continuously
deliver differentiated experiences to
strengthen customer loyalty and ensure that
HNB remains the trusted banking partner
for years to come.

Equally importantly, we will remain
cognisant of national priorities such

as carbon neutrality, forest cover, and
renewable energy. As a certified carbon-
neutral organisation for three consecutive
years, HNB will amplify its efforts to support
Sri Lanka's green initiatives, particularly
through increased lending to the renewable
energy sector.

We are also excited about the opportunities
presented by Port City Colombo. As a
Domestic Systemically Important Bank,
along with our diverse portfolio of Group
Companies-spanning insurance, NBFI,
investment banking, and venture capital-we
are well-positioned to explore numerous
opportunities within the Port City. To further
consolidate our strengths and improve
readiness in this regard, the HNB Group

in June 2024 announced its intention to
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acquire the remaining 50% stake in Acuity
Partners (Pvt) Ltd., from DFCC Bank PLC for
a consideration of Rs 6.5 Bn. Following the
green light from the regulators, the deal
was successfully concluded in January 2025
and the company was rebranded as HNB
Investment Bank (Pvt) Ltd.

As part of our broader strategy to expand
our reach and diversify our revenue streams,
our long-term plan will focus on potentially
establishing HNB's footprint overseas. Our
recent announcement of the acquisition of

a banking license to operate in Bangladesh
is part of this strategy to diversify risk and
consolidate our position over the next 3 to
5 years.

Appreciations

As | conclude my first review as the
Managing Director/ Chief Executive Officer
of Hatton National Bank PLC, | would first
like to express my heartfelt appreciation

to my predecessor, Mr Jonathan Alles, not
only for his dedicated service to HNB but
also for his invaluable advice, which was
instrumental in easing my transition into this
role.

| also wish to extend my sincere gratitude
to the Chairman and the Board of Directors
for their unwavering support and guidance
in shaping HNB's progress. As | step into
this new role, | deeply appreciate the trust
placed in me by the Board of Directors.

| would like to acknowledge the dedication
and hard work of the HATNA family. It is

without a doubt, your passion, resilience,
and unwavering focus on delivering
exceptional service to our customers that
makes HNB a truly remarkable bank.

Additionally, | would like to express my
appreciation to the officials at the Central
Bank of Sri Lanka, the Securities and
Exchange Commission of Sri Lanka, the
Colombo Stock Exchange, the Ministry

of Finance, and the Institute of Chartered
Accountants, Sri Lanka, for their continued
support and collaboration.

| wish to take this opportunity to express
my sincere appreciation to our customers,
shareholders and other stakeholders for
placing their trust in HNB. | look forward to
your continued support to empower HNB
to navigate the future with confidence and
vigour.

Welcome to a bold new era of banking as
we rise from our roots.

Damith Pallewatte
Managing Director / Chief Executive Officer

Colombo, Sri Lanka
21st February 2025
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Strategy

Structured to Sustain

Our strategy is built to ensure resilience and sustained growth, no matter the challenges. We have
the right mechanisms in place to adapt and thrive amidst significant environmental shifts, ensuring
we stay responsive to change and continue our upward trajectory.

Much like the Swamp Cypress, a tree known for its ability to thrive in fluctuating water levels, our approach is
designed to withstand challenges. Native to swamp environments, the Cypress often faces extreme conditions
where its roots are submerged, and oxygen is limited. In response, it develops pneumataphores—specialised roots
that grow upwards to access vital oxygen, allowing the tree to survive and flourish even in harsh environments.
This resilience and adaptability are reflected in HNB's strategic framework. Just as the Cypress uses its unique
adaptations to overcome adversity, we too are structured to evolve and grow, ensuring long-term stability and
value for all stakeholders, no matter the external pressures.
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CREATING VALUE

CAPITAL INPUTS

S@© FINANCIAL CAPITAL

@ vison

Funds available to sustain HNB's operations and activities,

and to invest in the growth of other key capitals
Deposit base Rs 1,715 Bn (Rs 1,580 Bn - 2023)

Shareholders’ equity Rs 231.5 Bn (Rs 185.0 Bn -
Senior and Sub Debt Rs 27.1 Bn (Rs 17.3 Bn - 2023)

To be the acknowledged leader and

chosen partner in providing financial
solutions through inspired people.

2023)

o
A DIGITAL CAPITAL

@ MISSION

Combining entrepreneurial spirit with

State-of-the-art digital infrastructure that enables the Bank

to serve customers and fuel business growth

Dynamic digital front end comprising
online and mobile platforms

Robust and scalable back-end IT systems to facilitate
day-to-day operations in line with strategic ambitions

€h INTELLECTUAL CAPITAL
‘_’ CTUAL C

ntangible assets that differentiate HNB from peers

|
136-year-old brand legacy
Business Ethics Standards and Certifications

empowered people and cutting-edge
technology to constantly exceed
stakeholder expectations.

@ STRATEGIC PILLARS

Business Growth

Business Sustainability

Improve Customer Experience
and Productivity

People Development
Technology Enablement

mwm MANUFACTURED CAPITAL

Fixed assets that facilitate the provision of products and

services to our customers across Sri Lanka

Network of 254 island-wide branches 832 SSMs

OUR BUSINESS ACTIVITIES

f‘/ HUMAN CAPITAL

Knowledge, skills and experience that drive HNB's strategy

and deliver long-term value.

Comprising a diversified workforce of over 5,500

employees across Sri Lanka

\BANKING

ﬁ SOCIAL AND RELATIONSHIP CAPITAL

The relationships and goodwill between the Bank and its
stakeholders, including local communities and civil society.

Providing access to financial products and services
to all customer segments Retail, Corporate, SME and

Microfinance customers

Providing assistance through capacity building and

financial literacy programmes

.B NATURAL CAPITAL

The natural resources used in our operations and the

environmental impact of our business activities

Embedding ESG risk management practices into our
business activities to support sustainable lending

Managing our direct and indirect environmental impact

by promoting responsible operations

13% energy requirement met by renewable sources
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OUTPUTS FOR HNB

—
S@ FINANCIAL CAPITAL
=

Year-on-year Deposit Growth -
8.6% (12.2% - 2023)

CASA Ratio -
34.2% (299% - 2023)

PAT - Rs 41.3 Bn (Rs 20.4 Bn - 2023)

\_nJ
}bi DIGITAL CAPITAL

Digital transaction count -
46.6 Mn (32.5 Mn - 2023)

Active digital users - 802k (586k - 2023)

—

Iy
‘.’ INTELLECTUAL CAPITAL

Brand equity value of Rs 25.0 Bn (2023)
AA- (Ika) Credit Rating

Q

.?. MANUFACTURED CAPITAL
CEEEEED

10.9% Market share in Net Loans

9.3% YoY increase in transactions
through SSMs

-

)
s/ HUMAN CAPITAL

Employee Retention rate -
92.7% (91.9% - 2023)

Employees Satisfaction -
67% (64% - 2023)

o

ﬁ SOCIAL & RELATIONSHIP CAPITAL

Overall Customer CSAT - 87.9%

.9 NATURAL CAPITAL

11,130 tCo2e Carbon Footprint
(9,025 tCo2e- 2023)

1,982 MWh of solar energy generated
(2,123.7 MWh- 2023)

95,720 kg paper recycled
(172,730 kg - 2023)

o




STAKEHOLDER OUTCOMES

Earnings per share (EPS) - Rs 72.30
(Rs 35.59 - 2023)

Return on Equity (ROE) - 19.85% (11.82% -2023)
Dividend per share - Rs 15.00 (Rs 8.00 - 2023)

Total dividend payout - Rs 8.6 Bn (Rs. 4.5 Bn -
2023)

Rs 114.8 Bn paid as deposit interest to
customers (Rs 167.7 Bn - 2023)

Tax expense of Rs 59Bn for the Bank (Rs 22.5
Bn -2023)

Convenient 24/7 - 365-day access
to HNB Self Onboarding platform

Reduced queuing times in 2024

Trust and reliability of transacting
with Sri Lanka's premier
private commercial bank

ZERO incidents of non-compliance

Increased access to finance
Access to 34 new SSMs

Rs 21.2 Bn paid as monetary benefits to
employees (Rs 16.9 Bn - 2023)

25.9 hours of training per employee
(38.2 hours - 2023)

768 new recruits 634 promotions

Rs 1.3 Bn paid to suppliers

9,623 beneficiaries from community
capacity building initiatives

1,231 facilities granted to

finance environmentally sustainable
projects (1,493 - 2023)

Rs 7.2 Bn - Investments in renewable
energy to-date (Rs 7.1 Bn - 2023)

1,627 Trees saved due to paperless
operations (2,936 - 2023)

PERFORMANCE OF CAPITALS

CAPITAL TRADE-OFFS

S@© FINANCIAL CAPITAL

Investments in innovation, infrastructure, workforce
development and expansion would improve long-term
profitability and competitiveness , however, could
impact the shareholder payouts in the near term.

(rgs )

e
& DIGITALCAPITAL

Investing in digital capital involves significant upfront
expenses for technology development or acquisition,
which may strain short-term budgets but drive
efficiency and competitiveness that can lead

to improved long-term profitability.

(razes )

Iy

<> INTELLECTUAL CAPITAL

Developing intellectual capital requires significant
allocation of both financial and non-financial resources.
However strategic and well-planned investments in
intellectual capital most often contribute towards
enhancing competitiveness and strengthens long-term
business resilience.

ErE—

MANUFACTURED CAPITAL

=208
While investing in manufactured capital requires high
upfront costs which may reduce available resources
for other areas such as workforce development, such
investments yield significant long-term benefits in terms
of increased productivity and operational efficiency,
collectively contributing towards enhancing profitability.

(Garees)
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f/ HUMAN CAPITAL

While prioritising human capital can lead to a more skilled
and motivated workforce, it may divert resources from
other investments, such as technology or infrastructure.
Additionally, the risk of employees leaving after
significant investment in their development

poses massive challenges for the Bank.

Gepzss)

ﬁ SOCIAL AND RELATIONSHIP CAPITAL

While fostering customer goodwill can enhance brand
loyalty, reputation, and cultivate long-term partnerships,
it requires significant time and effort for returns

that are not always visible or quantifiable.

—

‘9 NATURAL CAPITAL

Investing in natural capital increases short-term
operational expenses, but definitively contributes
towards enhancing the Bank's resilience and
improving stakeholder trust

Grar )
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STAKEHOLDER ENGAGEMENT

Stakeholder engagement is central
to HNB's efforts to build trust,
foster innovation, and create
shared value, while reinforcing the
Bank’s position as a responsible
and forward-thinking financial
institution. The Bank acknowledges
that effective stakeholder
engagement provides valuable
insights into emerging trends,
risks, and opportunities, which
fuel innovation, promote early
adoption of regulatory changes
and best practices, support
community development, and
implement solutions that drive
economic growth while minimising

environmental and social impacts.

Guided by the principles of transparency, inclusivity, collaboration, and sustainability, we maintain a structured approach to identify,
prioritise, and engage with stakeholders, ensuring their needs and expectations are seamlessly integrated into its decision making
processes. Our engagement efforts are underpinned by robust governance frameworks and ethical practices, where transparent reporting
and regular updates to key decision makers ensure stakeholder insights are embedded into the Bank'’s core strategy, strengthening its ability
to create shared value and contribute to a more resilient, innovative, and inclusive future.

OUR STAKEHOLDERS
STEP5 STEP 1
ENGAGEMENT aky o®o [ ] A (]
N "L STRATEGY SR 7 1 (" [ ‘r’a E '&# t‘% 9

Identify
ortunities

Set vision and
level of

oQ d from teedback and ambition for future
[+] et_e_rmmelactlogs,l engagement and
~ revisit goals, and plan 2 .
- next staps for follow-up review pastt THE POWER/ INTEREST GRID
,g and future gagements
Q9 engagement
E Actively Consult Regularly Engage
iy Conduct the; FIVE-STEP » Customers » Employees
ﬁ;‘g?g:r:zsgng APPROACH TO » Government & » Investors
itabl Define criteria Regulators
equitable STAKEHOLDER | for identifying <
contributions ENGAGEMENT / ¢ prioriising
STEP 4 atggszg‘nhgvﬁ‘zg and select
ENGAGEMENT remaining engagement
focused on mechanisms STEP 2 a"
priorities STAKEHOLDER 3
[o] e
Focus on long-term RAERING o Keep Informed Maintain Interest
goals to drive the . i
approach, determine » Community » Business Partners
logistics for
the engagement,
and set the rules
STEP3 e o

PREPARATION

Interest
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e
;z; CUSTOMERS 2.9 Mn+ Retail, Corporate, SME and Microfinance customers across Sri Lanka

AN

Importance to HNB

Regional / Branch Managers

A [ . ) Business Heads
CRITICAL Authorities Responsible for Engagement '—- Chief Operating Officer

Chief Executive Officer

ENGAGEMENT CHANNELS
KEY CONCERNS HNB'S RESPONSE
» Dedicated 24x7 contact centre
» Relationship Managers Flexibility in repayments of loans Ongoing customer support through the
. due to economic stress Customer Rehabilitation Unit
» Frontline sales teams
» Online and in-person surveys Access to markets and Creating links to markets through initiatives such
ATL and BTL P ional C . opportunities for growth as tripartite agreements with corporates, Solo
7 an romotional &-ampaigns Podi Podi business, Avurudu Pola and through
» Corporate Website online platforms such as Cord360
— Innovative and relevant products Launch of the HNB Self-Onboarding platform
STRENGTH OF RELATIONSHIP
Sound financial advice One-on-one support through dedicated
o) | STRONG relationship managers
Access to finance Access through widespread physical network and
Outcomes digital channel.
Customer Satisfaction Score o L »
(Branch) - 87.9% ProY|d|ng SME's with .opportunmes to access
equity and seed funding through partnerships
Customer Satisfaction Score
(Call Centre) - 86.8%

[More information: Social and Relationship Capital - page 84 ]
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STAKEHOLDER ENGAGEMENT

-
l.ﬁ.l EMPLOYEES

5500+ employed at HNB across Sri Lanka

Importance to HNB

v—[Authorities Responsible for Engagement j—
HIGH

Chief Human Resource Officer (CHRO)
Chief Executive Officer

ENGAGEMENT CHANNELS

» Proactive engagement by HR, including through
dedicated HR Business Partners for
communication with regional / branch teams

» Monthly meetings with union representatives

» Employee Experience Officer and other
processes for communicating grievances

» Annual Performance appraisals
» Employee townhalls

» CEO newsletters

» HATNA magazine

STRENGTH OF RELATIONSHIP

@ ' STRONG

Outcomes
Employee Satisfaction Score - 67%

Employee Retention Rate - 92.7%

KEY CONCERNS

HNB'S RESPONSE

Fair remuneration and
benefits

Compensation and benefits reviewed annually
against the industry to be ahead of the curve

Junior Executive brought under the variable pay
structure

Opportunities for career
growth

Launch of the Strategic Human Capital Project to
create a platform for succession planning

Launch of RISE to encourage employees to
achieve their career goals

Training and
development

Focus on building an internal trainer pool

Rs 114.8 Mn incurred on staff training

A caring and nurturing
workplace

Launch of the special health programme for
women

Health and safety

Launch of the HNB Wellness Centre in
partnership with Lanka Hospitals

“Just transition” to the
future workplace.

Launch of ASPIRE for young leaders

EMore information: Human Capital - page 74
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INVESTORS Hatton National Bank PLC is owned by over 8,500 Voting and over 11,000 Non-Voting individual and
institutional shareholders

R

% S

\

L“ . TV
*

1
i

.

Importance to HNB Board Secretary
AGM - Strategy
A . . Chief Financial Officer
Authorities Responsible for Engagement
HIGH Chief Executive Officer
Chairman
ENGAGEMENT CHANNELS
KEY CONCERNS HNB'S RESPONSE
» Annual General Meeting
» Annual Report Stable financial Recorded strong and sustainable overall performance
performance with high profitability, above industry asset quality,

» Quarterly financial statements and press releases . ST
Y P strong capital buffers and sound liquidity levels.

» Announcements through the Colombo Stock Looking ahead to capture growth opportunities. Please

Exchange refer Financial Capital Report for more details.
» Dedicated investor relations webpage . i ] o
) ] ) Dividends The Board of Directors have declared a final dividend
» Dedicated media centre on the corporate website of Re15:00 per share with the totalldividend payout
» Quarterly webinar amounting to Rs 8.6 Bn
» Investor relations meetings and roadshows Share price and HNB was one of best traded stocks within a high of Rs
liquidity 324.00 and a low of Rs 151.00 during the year.

STRENGTH OF RELATIONSHIP : — e - :
Timely communication | Complied with the provisions under section 9 of the

Qf price sensitive CSE Listing Rules on corporate governance issued in
é STRONG information
2024
Outcomes Macroeconomic Demonstrated resilience and stability under extremely
Recognition at CFA Sri Lanka Capital environment and the volatile conditions over the past.

Market Awards for Investor Relations resultant impact

More information: Investor Relations - page 498
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STAKEHOLDER ENGAGEMENT

.

E GOVERNMENT AND REGULATORS

The Central Bank of Sri Lanka, Colombo Stock Exchange, Securities and Exchange
Commission of Sri Lanka and other regulatory and governing bodies

Importance

a

to HNB

Board Secretary

-—[ Authorities Responsible for Engagement ]—.

Chief Executive Officer

HIGH Board of Directors
ENGAGEMENT CHANNELS
KEY CONCERNS HNB'S RESPONSE
» Timely regulatory reporting
» Annual CBSL Audit Contributing to resolution | Effective implementation of directions issued to curtail the
of multiple crises crises such as the establishment of the Customer
» Access to information I . .
) ) Rehabilitation Unit to assist customers under stress due to the
» Responses to queries and reviews prolonged slowdown in economic activity
carried out

STRENGTH OF RELATIONSHIP

Outcomes

@)  STRONG

Zero fines levied by the regulators

Stability of the financial
sector

Maintaining sound liquidity and capital buffers in line with
regulatory requirements

Adoption of global best practices for information/
cybersecurity

Effective implementation
of new directions and
regulations

Complied with the provisions under section 9 of the CSE
Listing Rules on Corporate Governance issued in 2024

Complied with the Banking Act Direction issued by the CBSL
in 2024

Complied with the Personal Data Protection Act

Complied with the Code of Best Practice on Corporate
Governance (2023) issued by CA Sri Lanka

Partnering sustainable
development initiatives of
the government

SME loan book expanded by Rs 26.7 Bn in 2024
Launch of HNB Sarusara
Promoting solar financing for retail customers

{More information: Corporate Governance Report - page 119 and Intellectual Capital - page 112 J
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\f"! SUPPLIERS AND BUSINESS PARTNERS 240+ suppliers who provide support in ensuring business continuity and
= business partners who facilitate business diversification and expansion

U

Importance to HNB
AGM - Services

A Chief Financial Officer
MODERATE Authorities Responsible for Engagement Chief Executive Officer
ENGAGEMENT CHANNELS
KEY CONCERNS HNB’S RESPONSE
» Supplier registration process
» Request for proposals Opportunities to grow 134 new suppliers onboarded in 2024
» Feedback where relevant Fair terms of trade E-procurement system strengthening
» MoUs transparency in procurement processes
Timely payments Rs 1.3 Bn paid to suppliers in 2024 (Rs. 1.2 Bn —
2023)

STRENGTH OF RELATIONSHIP

)  GOOD

Outcomes
42% suppliers have maintained
relations with HNB for over 5 years

More information: Social and Relationship Capital - page 84
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STAKEHOLDER ENGAGEMENT

o U
% COMMUNITY & ENVIRONMENT  Society and the wider community

Importance to HNB

A Regional / Branch Managers
-—[ Authorities Responsible for Engagement J—- Chief Executive Officer
MODERATE HNB Sustainability Foundation
ENGAGEMENT CHANNELS KEY CONCERNS HNB'S RESPONSE

» Community activities
Financial inclusion Broad MSME development initiatives, Financial Literacy

» Island-wide presence to facilitate last
and capacity building activities

mile delivery of financial services

» Interactions with frontline sales teams Partnering for sustainable Supported many projects under sustainability
» Grievance hotlines / email development through development goals detailed under the Social Capital
strategic CSR report.
Access to affordable Access provided through 254 customer centres, multiple
financial services and digital channels and agency banking
STRENGTH OF RELATIONSHIP products
Environmental and social 300 projects evaluated by ESMS Unit for Environmental
é GOOD responsibility and Social risks
Outcomes 10 facilities rejected due to non-compliance with Bank's
Top 10 — Best Corporate Citizen Environmental and Social Policy
Sustainability Award 2024 Rs 5.5 Mn spent on ongoing environmental projects
Winner: Best Project - Best Corporate
Citizen Sustainability Award 2024 Job opportunities and youth | Over 244,AO.OO MSME customers supported creating job
empowerment opportunities for many more
[More information: Social and Relationship Capital - page 84 Natural Capital - page 100 }

HATTON NATIONAL BANK PLC | 30 | ANNUAL REPORT 2024

=D



MATERIALITY ASSESSMENT

HNB follows a comprehensive approach to identifying Material Matters that are critical to the Bank’s operations and stakeholders. To that
end, the Bank employs a Double Materiality Filter to examine Material Matters from dual perspectives, focusing on assessing sustainability
factors alongside the potential financial impact, denoting a responsible and forward-thinking approach to managing sustainability and

financial risks.

The Impact Materiality measures the environmental, social, and governance (ESG) impacts on various stakeholders, including communities
and ecosystems. Second, the Financial Materiality analyses how Material Matters affect HNB's profitability and operational continuity.

Materiality Determination Process

1 6 Impact materiality
assessment
vvv
D> A v
: Identify and Industry Risk
Description of assessing Reviews and
HNB’SvaIue types of mitigation
chain 5 impact measures 8
[ J
2 4 & @
‘;S E Stakeholder
'@ = mapping to
Long list of Shortlisting identify each Matte;sf
sustainability sustainabilit . . ' i presented for
Tatters S re y Material Matter 7 /i"l Financial materiality Board approval
vis-a-vis its ot assessment
significance to dentif Perf
enti y erform
3 the Bank vs dependencies scenario
importance to between HNB's analysis,
vy takehold resources and develop
»» stakeholders sustainability forecasts and
matters and determine
Stakeholder v derive risks and threshold 4
Analysis : opportunities :
Changes to Material Topics in FY 2024 0 o
The following changes are reported in HNB’s Material
Topics in the current financial year; Q
1. Material Topic 4 (in 2023 - Artificial Intelligence, v m 9
Technology, Data Security and Future Readiness) £
and Material Topic 12 (in 2023 - Innovation) were g
combined and established as a new Material Topic in @ s (1] (10
=3 o
2024 - Innovation, Artificial Intelligence, Technology, > 8
Data Security and Future Readiness. The reason T =
for combining the two topics, stems from the fact %
that technology stands as the main lever in fuelling =
p
innovation at HNB. S
Q.
£
2. A new Material Topic - Diversity, Equity and Inclusion, - 2
-

was added in the current financial year, representing the
increasingly multi-generational, multi-ethnic nature of

HNB's workforce

Low MEDIUM

Financial Materiality
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Material Matter

Topic Boundary

MATERIALITY ASSESSMENT

GRI Relevance

Risks

Opportunities

Economic Stress
and Uncertainty

Considers possible
uncertainties
alongside Sri
Lanka’s economic
recovery

201-1, 201-4, 203-1
203-2, 207-1, 207-2,
207-3

» Credit Risk
» Market Risk
» Liquidity Risk

»

x

Explore new markets or revenue
streams, building resilience and
reducing dependency on traditional
income sources.

Adopt technology-driven solutions,
leading to long-term efficiency
gains.

Develop new products, services,
or business models that cater to
evolving demands.

Credit Risk Possible payment | 2-16 » Credit Risk » Investing in advanced data analytics
defaults by » Liquidity Risk and credit risk modelling enhances
customers due the ability to assess borrower risk
to prolonged accurately.
economic stress

Financial Stability | Integrated risk 201-1 » All key risks » Informed decision making that

and Integrated Risk | management aligns with strategic objectives and

Management framework of the minimises potential disruptions.
Bank

Innovation, Continuous 203-1, 203-2 » Information and Cyber | » Leveraging artificial intelligence

Avrtificial improvements Risk and advanced technologies enables

Intelligence, across product, » Reputation Risk automation, data-driven insights,

Technology, Data
Security and Future

internal processes
and channels

and streamlined processes, driving
innovation and improving overall

Readiness efficiency.
Internal digital » Robust data security measures
infrastructure, data and future-ready technology
and information infrastructure build stakeholder
security systems trust Promoting collaboration to
create a conducive environment for
innovation.
Customer Refers to the value | 2-26, 2-29, 416-1 » Strategic Risk » Understanding customer
Experience proposition offered | 4142 417-1 417-2 | » Reputation Risk preferences to develop tailored

by the Bank to
various customer
segments

417-3 418-1

» Information and Cyber
Risk

x

products and services to meet
individual needs.

Driving innovation and creating
unique value propositions to gain
first-mover advantage.

Improving customer satisfaction
scores to enhance HNB's brand
reputation.
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Management Approach

Link to Strategy and Resource Allocation Through Capitals

Strategy Capitals
Given the impact of the uncertainties and the volatilities over the last few | » Business Growth )
years, the main focus is on exploring opportunities to diversify revenue | Technology enablement =
streams through new markets, products and services aiming to capture . L
. . . . L » Customer Experience and Productivity s
emerging trends in customer behaviour, developments in the digital and &
technological space and the opportunities arising in the post crisis Sri | » People Development
Lanka and in other potential markets. » Business Sustainability :"
9n)
&
A Credit Risk Management Policy and monitoring mechanism is in » Business Growth )

place to manage this risk. The Bank adopts advanced credit evaluation
techniques to assess borrower risks to support prudent lending
practices, while diversifying the credit portfolio across industries and
customer segments to minimise concentration risks. This is accompanied
with regular monitoring of credit exposures and early identification

of potential defaults enabling timely interventions to minimise non-
performing loans.

P

¥

Business Sustainability

Maintain a robust and comprehensive risk management framework to

» Business Sustainability

assess, monitor, and mitigate risks across all operations. The framework 0

integrating risk management with financial strategies to support prudent

resource allocation, compliance with regulatory requirements, and to

safeguard stakeholder interests.

As a forward-thinking organisation, HNB is committed to digital » Business Growth =

transformation by integrating advanced technologies such as artificial » Technology enablement =

intelligence, blockchain, and data analytics to enhance customer . o LdF -~
- . o ) - . » Business Sustainability =08

experience, drive efficiency, improve decision-making, and ensure that . o 5

Bank remains agile in a rapidly evolving market. » Customer experience and productivity

The Bank also prioritises investments in resilient digital infrastructure » People development @?

to strengthen its competitive positioning, preserve data integrity

and protect sensitive information. Additionally, by promoting cross-
functional teamwork, the Bank strives to create an environment where
diverse teams can ideate and implement solutions that address
changing customer needs and market trends.

Making banking enjoyable through the use of advanced technologies
and data analytics to understand customer preferences and deliver
best in-class products and services, including seamless, omni-channel
experiences. Additionally, HNB actively seeks customer feedback to
identify areas for enhancement, continuously refining its services to
exceed customer expectations and foster long-term relationships.

The Bank also focuses on people and process improvements to enhance
customer experience.

» Business Growth
» Customer Experience and Productivity

» Technology enablement
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Material Matter

Topic Boundary

MATERIALITY ASSESSMENT

GRI Relevance

Risks

Opportunities

Brand Reputation

All elements
related to the
Group's visibility,
competitiveness
and industry
standing

2-26, 2-28

Reputation Risk
Information and Cyber
Risk

Strategic Risk

»

Consistent delivery of stakeholder
expectations to build trust.

Engage in social initiatives and
community projects to foster
goodwill.

Employee Well- All aspect of the 2-7,2-8,2-2,2-30, |» Operational Risk » Invest in employee well-being and
being, Talent employee value 201-3, 202-1, 202-2, |, Reputational risk career development to improve
Attraction, proposition 401-1, 401-2, 401-3, employee satisfaction and loyalty.
Development and 402-1, 403-1, 403-2,
Retention 403-3, 403-4, 403-

5, 403-6, 404-7,

403-8, 403-9, 403-

10, 404-1, 404-2,

404-3, 405-1, 406-1,

407-1, 408-1, 409-1
Ethics, Governance | Refers to all 2-9,,2-10 2-11 2-12 | » Reputation Risk » Promote early adoption of regulatory

and Compliance

applicable external

2-13, 2-14 2-15 2-16

Information and Cyber

compliance and voluntary adoption

regulations, global | 2-17 2-18, 2-19, Risk of global best practices

best practices and | 2-23,- 2-24, 2-25,

the Bank's internal | 2-26, 2-27

constitution
Inclusive Growth Considers 2-22 » Reputation Risk » Promote financial inclusion to
and Responsible sustainable lending | 7_o5 » Strategic Risk unbanked and underbanked
Lending practices populations.

» Avoiding and minimising negative
ESG impacts of lending projects.

Business Network | All activities relating | 2-6 » Operational Risk » Knowledge sharing to improve

Relationships

to suppliers and
strategic partners

Strategic Risk

productivity and achieve cost
leadership

Climate Action

Involves assessing
physical and
transitional risks
associated with
climate change and
developing plans,

201-2, 302-1, 302-4,
302-5, 304-3, 305-
1, 305-2, 305-4,
305-5, 305-6,
305-7, 306-1, 306-2,
306-3, 306-4, 306-

Climate Risk

»

x

¥

Offering green financing solutions
for all customer segments.

Identifying and managing climate
and ESG related risks.

Aligning with global best practices
to lead the transition towards net

and implementing | 5, 308-1, 308-2, L

I 4141, 414-2 zero carbon emissions.

mitigate these risks
Diversity, Equity Promoting diversity, | 2-7, 2-8, 2-9, 2-10, | » Strategic Risk » Enhance employee engagement and
and inclusion equity and inclusion | 405-1, 405-2, 401-3, |, Reputational | Risk retention.

across all the 406-1, 404-1

employee lifecycle

x

Promote innovations and creativity
and lead to improved decision
making.
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Management Approach

Link to Strategy and Resource Allocation Through Capitals

Strategy Capitals
» Consistently achieving strategic objectives to deliver stakeholder » Business Growth )
expectations, while adhering to ethical practices and regulatory » Business Sustainability =
standards and prioritising transparency by ensuring open . .
sand pr J P Y€ 9op » Customer Experience and Productivity :9:
communication with all stakeholders, including customers, employees,
investors, and communities.
» Create a strong employee value proposition by providing access to » People Development s
equal opportunity and non-discriminatory employment. &
» Adherence to stringent ethical standards and governance framework | » Business Sustainability oh
in line with regulatory requirements and industry best practices. The 4
Bank has established robust policies and practices to promote ethical
conduct, prevent misconduct, and address any violations promptly.
Ethics training and awareness for employees along with regular audits
and monitoring systems ensure adherence to policies and mitigate any
potential risks.
» Providing equitable access to financial services while ensuring that » Business Growth 5)

lending practices are fair, transparent, and supportive of customers’
financial well-being. This includes serving diverse customer segments,
including underserved communities, by offering tailored products
that meet their specific needs. The Bank’s ESMS ensure that the
lending activities are in compliance with national ESG regulations and
internationally accepted best practices as applicable.

Business Sustainability

Nz %

Building mutually beneficial partnerships through regular
communication, and strategic alliances.

z

z

Business Growth

Business Sustainability

=

x

The Bank tackles climate action through responsible lending, financing
green projects, and offering sustainable financial products while
working to actively reduce its carbon footprint by implementing
energy-efficient practices within its operations, including reducing
energy consumption, enhancing waste management and sustainable
agriculture practices

»

z

Business Growth

)

Business Sustainability

Customer Experience and Productivity

=

The Bank’s Diversity and Equality policy aims to preserve the human
rights of all employees (including contract employees) by ensuring no
one is discriminated against or treated less favourably on the grounds
of race, colour, nationality, ethnic or national origin, sex, marital status,
gender reassignment, sexual orientation, social status, religious belief,
political opinion and/or language, or any other status protected by
law.

People Development :9:
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HNB’S STRATEGIC DIRECTION

HNB's Strategic Direction is set by the Board of Directors by way of a three-year strategic plan updated annually on a rolling basis following
a deep dive to measure the Bank's performance and progress to date against the Bank’s 5 strategic pillars - Business Growth, Business
Sustainability, Customer Experience and Productivity, Technology Enablement and People Development.

,~— BUSINESS GROWTH

‘@.’ OBJECTIVE | To be the No 1 Bank among private sector banks in Sri Lanka

2024 SCORECARD
Progress on Planned Initiatives
Focus Area Resource Allocation in 2024 Outcomes ‘ 2024 ‘ 2023 ‘ 2022
Support key Support MSME growth through exports, value chain Total Loan growth (YoY) MN3% | -1.8% 14.3%
sectors in the financing, guarantee and refinance schemes
economy Focus on growing export market share
Emphasis on lending towards sustainable projects
such as renewable energy
Drive CASA Roll out of HNB's Transaction Banking Deposit growth (YoY) 8.6% | 12.2% | 30.9%
growth platform - HNB TxB, to drive CASA growth among
corporates CASA Ratio of the Bank 34.2%  299%  31.0%
Aggressive promotional campaigns to promote
retail savings
Optimising Strengthened Group synergies Group Profits (Rs Mn) 44,840 @ 23,606 | 15,748
Group returns
ROE 18.4% | 11.5% 8.5%
Capitals impacted SDGs Impacted Stakeholders impacted
- S99 N | —— Y atre L
o M &% i S i (2 3 @ B

o
4
A\ MEDIUM TERM GOAL = Most profitable Bank and Group among private sector banks
Key Priorities for the Future Opportunities Risks
Lending to key sectors of the economy Capture growth opportunities in the market Credit Risk
(Default Risk)
Increased focus on export trade financing Growing demand for comprehensive export trade Market Risk
facilitation services (Currency Risk)
Continued emphasis on CASA Demand for fully fledged transaction banking services | Market Risk
from the corporate sector (Interest Rate Risk)
Focus on inorganic opportunities Diversifying revenue streams Market Risk, Credit Risk,
Reputational Risk
o
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~— CUSTOMER EXPERIENCE AND PRODUCTIVITY ~

‘O” OBJECTIVE = Make Banking Enjoyable for the Customer
2024 SCORECARD
Progress on Planned Initiatives
Focus Area Resource Allocation in 2024 Outcomes 2024 ‘ 2023 ‘ 2022
Service Excellence Launch of the Queue Management System at Queuing time at
branches branch counters 10.4 mins n/a n/a
Improve Improvements to the Loan Origination System (LOS) Cost-to-income 37.2% 29.9% 23.0%
E’:'oducl"ilwty Robotic Process Automation to improve efficiency Overall CSAT 879% | 94.6% 93.1%
roug I ' .
Automation ISO certifications for back office functions Branch CSAT 86.8%  84.2% 83.0%
Customer Enabling branch teams to access the Customer
relationship Relationship Management System
management Strengthening the Customer Experience vertical
Capitals impacted SDGs Impacted Stakeholders impacted
J Y = an Syl aly a N P53
$ o X &% & EEE i Je W B O
- /
4 N
A\ MEDIUM TERM GOAL = NPS > 65% | Cost to income < 30%
Key Priorities for the Future Opportunities Risks ‘
Continuous process improvements | Improve process efficiency and redeploy resources Operational Risk
and automations
Leverage Customer Relationship Better understanding of customer requirements for Operational Risk
Management superior service Cybersecurity Risk
_ %
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HNB’S STRATEGIC DIRECTION

Yo PEOPLE DEVELOPMENT

‘@.’ OBJECTIVE = To be the most preferred employer in the local banking sector

AN
2024 SCORECARD
Progress on Planned Initiatives
Focus Area Resource Allocation in 2024 Outcomes 2024 2023 2022
Employer Branding Launch of INSPIRE outreach initiatives for New Recruits 768 1,146 683
entry level recruitment Employee 7.3% 8.1% 9.5%
Retention and rewards Launch of the Strategic Human Capital Project Attrition
to revamp existing remuneration structures Average 259 hrs. 38.2 hrs. 24.4 hrs.

Training hours

Including junior executives into the variable
per employee

pay structure

Employee 67% 61% 64%
Employee engagement Rs 21.6 Bn incurred on staff salaries and engagement
and wellness welfare score (GPTW
Succession planning Rs 114.8 Mn incurred on training score)
Relaunch of ASPIRE for high potentials
Launch of the IBSL Diploma for
Microfinance officers to create specialised
career pathways
Capitals impacted SDGs Impacted Stakeholders impacted
&% ¢ | i
-
4
e
A\ MEDIUM TERM GOAL = Employee engagement score > 70%
A
Key Priorities for the Future Opportunities Risks ‘
Strengthen Mid-level Leadership pipeline | Promote continuous learning Operational Risk
Improve females in leadership roles Explore coaching and mentoring Operational Risk
-
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~— TECHNOLOGY ENABLEMENT

‘@.’ OBJECTIVE | To be the best digital bank in Sri Lanka
2024 SCORECARD
Progress on Planned Initiatives
Focus Area Resource Allocation in 2024 Outcomes 2024 2023 2022
Drive digital adoption Launch of HNB Self-Onboarding for retail Growth in digital 40% 60% 116%
across all segments customers transaction
Roll out of HNB's Transaction Banking volumes
platform (HNB Tx8) Total digital users 1437k 1,007k 685k
Data and analytics Increased use of Al-based analytical o
dashboards to disseminate information to Increase in digital 54% 9 9
- . 39% 53%
key decision makers regarding customer revenues
spending behaviour patterns, product-
wise/ region-wise / segment-wise
performance
Stabilise core systems/ APl integration to connect the Bank's
develop enabling systems to the customers’ ERP
systems IT infrastructure modernisation using
the latest rapid system deployment
methodology
Secured the ISO 27001:2022 Information
Security Management certification
Capitals impacted SDGs Impacted Stakeholders impacted
. ——] Y
Y = P28 J Y ey P>
% 0 & XS F3 PR
o
4
.r\ MEDIUM TERM GOAL | Employee engagement score > 70%
Key Priorities for the Future Opportunities Risks
Drive digital adoption Improve customer experience Cybersecurity Risk
Leverage data and analytics Improve customer experience, revenue streams | Cybersecurity Risk
and productivity
Strengthen information Security and Cybersecurity Risk
Business Continuity Planning systems Adoption of global best standards and
Improve IT system resilience certifications Cybersecurity Risk
-
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HNB’S STRATEGIC DIRECTION

~— BUSINESS SUSTAINABILITY
‘@.’ OBJECTIVE | To be the most resilient and sustainable bank

2024 SCORECARD

Progress on Planned Initiatives

Focus Area Resource Allocation in 2024 Outcomes 2024 ‘ 2023 ‘ 2022
Enhance Complied with the revised Section 9 of the CSE Listing Incidents of non- 0 0 0
governance Rules on Corporate Governance compliance
structures Complied with the Banking Act Direction No 11 of 2007 Net Stage 3 ratio 1.88% 3.76% 3.40%
on Corporate Governance which has been replaced by Provision
Banking Act Direction No 05 of 2024 effective from 1st Coverage ratio 74.42% 57.49% 56.99%
January 2(?25 except where extended effective dates All Currency LCR |~ 33149%  445929%  252.37%
were provided Tier 1 CAR 19.59% 13.66% 11.06%
Complied with the Personal Data Protection Act er o7 oo hR
Total CAR 23.96% 17.13% 14.00%
Manage impact Strong focus on recoveries Carbon Footprint
on society a:d Ongoing customer rehabilitation to support stressed (tCo2e)* 11,130 9,025 12,205
environmen customers Energy
requirement met 13.0% 15.0% 13.0%

Optimising
Group returns

Supported 1,241 customers and lent Rs 43,448 Mn for
sustainable projects

Launched HNB Saru Sara to support smart and
sustainable agriculture

300 projects screened through ESMS

Continuing with ESG / Climate risk assessments on
vulnerable loan portfolios

Conducted 266 financial literacy programmes for
unbanked and underbanked communities

Obtained Membership of the UNGC

by renewable
sources (%)

* Including the head
office and branches
islandwide, except
for 15 branches
where the rental
agreement covers the
electricity and water

consumption.

Capitals impacted SDGs Impacted Stakeholders impacted

- p313 St == ale s N P 50
& e e MAOEEGHAS @ 2 @ B
o
4
A\ MEDIUM TERM GOAL = Best Asset Quality among peers | Stable Capital and liquidity | Zero GhG scope 1 and 2
Key Priorities for the Future Opportunities Risks
Strengthen recovery action Improve asset quality and realise provisions made Reputational Risk
enabling to lend to more sustainable projects
Obtain formal approval to adopt Improved access to special climate related funding at | ESG Risk
SBTi standards concessionary rates
Focus on reducing GhG emissions | Government initiative to increase investment in Credit Risk (Concentration Risk)
of the Bank renewable energy generation in the Country
o
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Management Discussion & Analysis

Anchored to Ascend

Our foundation is built on strong structures and principles that empower us to rise above
challenges and achieve sustainable growth. As we continue to nurture longstanding
relationships, we strengthen both ourselves and the communities we serve, fostering

stability and resilience in all that we do.

Much like the Kapok Tree, or Silk Cotton Tree, which towers over tropical rainforests, our growth is
anchored in strong foundations that enable us to reach new heights. The tree’s stability comes from
its massive buttress roots, extending over 30 feet high and up to 165 feet deep, preventing soil
erosion and protecting ecosystems.

Similarly, HNB is rooted in robust infrastructure and strategic alliances. Just as the Kapok Tree’s roots
interlace with others to foster mutual growth, we too cultivate interconnected partnerships that ensure
long-term stability, enabling us to reach greater heights while supporting collective success.

A

my
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OPERATING ENVIRONMENT

Overview of the Sri Lankan
Economy

Economic Growth

After a prolonged contraction that lasted
nearly two years, the Sri Lankan economy
rebounded strongly in 2024, bolstered
by sound structural reforms against the
backdrop of continued assistance from
the IMF-led extended fund facility. The
Sri Lankan economy expanded by 5.5%
(year-on-year) in Q3 2024, up from 5.3%
recorded in Q1 2024 and 4.7% recorded
in Q2 2024, driven by a rebound in the
Industrial sector.

The upswing in the industrial sector is

attributed to the recovery in construction

activities, driven by the widespread
resumption of private sector projects
and the revival of several large-scale
government-led initiatives.

Meanwhile, IT services and the exponential
increase in tourist arrivals provided a much-
needed boost to the services sector 2024.

The agricultural sector grew due to the
cultivation of cereals (except rice), with
animal production and tea cultivation
also contributing to its growth, despite
constraints from localised weather
disruptions and other external factors.
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Inflation and Interest Rates

Inflation remained well below the desired
target, allowing the Central Bank of Sri
Lanka to implement further cuts in policy
rates in turn pushing down lending and
deposit rates of commercial banks.

External Sector and Exchange Rate

The Country’s external sector further
strengthened in 2024. The widening

of the trade deficit caused by imports
overshooting exports, was offset to a
certain degree by inflows from tourism
and remittances. The suspension of
external debt service commitments as
well as restrictions on vehicle imports
also contributed positively towards these
results. Buoyed by the positive momentum
in the external sector, the Rupee
appreciated against all major currencies
in 2024 with the USD / LKR rate improving
from Rs 323.99 to Rs 292.58 denoting a
9.7% appreciation during the year.

Banking Sector Performance

Credit Growth

Effectively capitalising on the improving
health of the Sri Lankan economy, the
local Banking sector delivered a strong
performance in 2024, signalling a clear
turnaround from the de-growth seen in
the past few years. The sector as a whole
witnessed a notable uptick in credit
appetite, mainly driven by the increasing

 Exchange Rate
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demand for loans amidst declining market
interest rates.

Credit extended by both domestic banks
and foreign banks increased with Domestic
Systemically Important Banks (DSIBs)
recording the highest credit expansion,
representing 76.7% of the total credit
growth during TH 2024. A notable increase
was observed in the volume of credit
granted to the Micro, Small, and Medium
Enterprises MSMEs sector. Such lending
was mainly concentrated into five economic
sectors, namely Trade, Manufacturing,
Construction and Infrastructure,
Agriculture, and Tourism sectors
collectively accounting for a majority of the
credit granted to MSMEs by the Banking
sector at the end Q3 2024.

Credit Quality

As of September 2024, the credit quality
of Licensed Commercial Banks (LCBs)
continued to improve. The Gross Stage
3 Loans to Total Loans and Advances
declined to 12.7% at the end of Q3 2024,
compared to 13.7% at the end of the same
period the previous year. The Provision
Coverage Ratio, as measured by the
Stage 3 Impairment Coverage, improved
to 53.7% by the end of Q3 2024, up from
48.0% at the end of the corresponding
period of the previous year.

~ Gross Loans and Receivables ——
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OPERATING ENVIRONMENT

— Private Credit (Rs Bn)
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Liquidity Position

In sharp contrast to the previous year, the
Banking sector as a whole demonstrated
strong liquidity. Rupee LCR of the Banking
sector improved to 345.3% as at end of
September 2024 and stood well above the
minimum regulatory requirement of 100%,
indicating that banks possess adequate
High-Quality Liquid Assets to meet any
possible net cash outflow requirements.

Funding Base

The deposit base of LCBs continued to
expand during the period. The sector's
total deposits grew by 4.6% in the first nine
months of the year to reach Rs 15.4 Tn as

at end-September 2024. Notwithstanding
the drop in interest rates, the CASA base
of LCBs registered a year-on-year increase
of 12.9% in the first nine months of the year
with the CASA ratio in Q3 2024 standing at
33.4%.

- Deposits
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Capital Adequacy

The Capital Adequacy Ratio (CAR) of the
LCBs stood steady at 18.3% as at the end
of Q3 2024, the same level as at the end
of 2023. The total regulatory capital of the
Banking sector grew mainly due to the
increase in Common Equity Tier-1 Capital
stemming from higher retained profits and
Tier-2 debenture capital infusions.

Profitability

LCBs reported a strong growth in Net
Profits during the first nine months of 2024
compared to the corresponding period in
the previous year. LCBs reported a Profit
After Tax (PAT) of Rs 164.3 Bn during

the first nine months of 2024 compared

to Rs 137.6 Bn recorded during the
corresponding period in 2023.

Increased NIl mainly contributed to the
increased profitability of LCBs. With growth
in interest income outpacing growth

r Capital Adequacy Ratio
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Key Banking Sector Indicators

Key Indicators as at Industry HNB
September 2024 (LCBs)

Net Interest Margin 4.30%| 5.08%
Cost to Income Ratio 41.30%  37.39%
PAT Growth 19.38% 34.00%
Advances Growth 2.28% | 6.20%
Deposit Growth 455%| 2.58%
CASA Growth 5.80%  14.53%
CASA Ratio 33.37% | 33.40%
Total Capital 18.31% | 20.01%
Adequacy Ratio

All Currency Liquidity | 277.30% | 297.39%
Coverage Ratio

Stage 3 Coverage 53.75%  60.50%
Ratio

in interest expenses, NIl of the LCBs
increased to Rs 538.0 Bn during the nine
months up to September 2024, up from Rs
472.1 Bn recorded for the corresponding
period in 2023. Consequently, both
Return on Equity (ROE) and Return on
Assets (ROA) of LCB's improved to 12.3%
and 1.2% respectively during first nine
months of 2024, compared to 11.4% and
1.1% respectively reported during the
corresponding period in 2023.

Sources:

Financial Stability Review 2024 - Central Bank of Sri
Lanka

Financial Sector Statistical Tables Q3 2024 - Central
Bank of Sri Lanka

Sri Lanka Development Update 2024 - World Bank
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Opportunities and Challenges for HNB arising out of the Economic
Environment and Banking Sector performance in 2024

HNB's Strategic Response as a Domestic
Systemically Important Bank (DSIB)

Further Reading

Return to Economic
Growth

Strong improvement in private
sector credit appetite. As at the end
of 2024, credit of the private sector
grew by 10.7% YoY, compared to
the contraction of 3.1% reported for
the corresponding period in 2023.

Well Managed
Inflation Expectations

Headline inflation, measured by the
Colombo Consumer Price Index
(CCPI), remained low in 2024, on the
back of downward adjustments in
utility prices (including petroleum,
electricity and water), and further
supported by moderating global
commodity prices, stronger

In response to the uptick in economic
activity in 2024, HNB implemented

a targeted approach across its core
business segments.

In retail banking, the Bank capitalised
on the revival of construction sector
activities to actively promote home
loans, while in the Wholesale Banking
segment more aggressive lending
was undertaken to grow captive
market share. Across both retail

and wholesale banking segments,
HNB also focused on increasing the
exposure to sustainable finance,

Business Reviews
- page 47 to 58

elevated level.

This has enabled HNB to record asset
quality ratios which are far superior
than that of the industry.

3 currency and improving supply particularly through EV leasing, solar
."é conditions, globally. loans and renewable energy project
32 financing.
6 Accommodative In March 2024, rates were cut by 50
o . . The Bank also placed a strong
a | monetary policy by bps followed by another 25 bps in hasi SME sect th
O | theCBSL July, bringing the Standing Deposit emphasis on sector growth, as
Facility rate and the Standing part of a broader strategy to promote
Lending Facility rate down to 8.25% more inclusive growth.
and 9.25%, respectively. Leveraging the low interest rates
However. in November 2024 environment, more emphasis was
in order 'éo operationalise an;:i placed on mobilising low cost funding,
signal its monetary policy stance including retail deposits and CASA
the Central Bank introduced the growth.
Overnight Policy Rate (OPR) at
the rate of 8.00%. This measure
was implemented by the CBSL
to enhance the effectiveness of
monetary policy transmission and
improve signalling to financial
markets and the broader economy.
Improvement in Credit quality of the sector Continued focus on recovery Risk Management
credit quality despite represented by the Gross Stage 3 management along with ongoing Report - page
© | CreditRisk remains at | Loans to Total Loans and Advances, support by the Bank’s Customer 231
2 elevated levels declined to 12.7% at end Q3 of Rehabilitation Unit to provide
= 2024 from 13.7% at end Q3 of rescheduling and restructuring
_5‘6 2023. However, it still remains at an solutions to assist stressed customers.
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RISKS, OPPORTUNITIES AND OUTLOOK

Outlook and Prospects for
the Sri Lankan Economy

The faster than expected macroeconomic
stabilisation signals a robust growth
outlook for 2025 and beyond with the Sri
Lankan economy set for further expansion
amid the rebound in industry and tourism,
increased private credit, and improved
supply conditions, globally.

However, policy uncertainty, including

the direction and pace of reforms and the
scarring effects from the 2022 economic
crisis, could be some of the main matters of
contention affecting growth in the short-
term.

Against this backdrop, the continued
implementation of structural reforms
will be critical. Key priorities would be
to safeguard fiscal resilience through
sustained improvements in domestic
revenue mobilisation. Effective monetary
policy management is also crucial to
prevent inflationary pressures, while
financial sector risks need to be carefully
monitored to preserve financial system
stability.

At the same time, achieving sustained
growth demands a stronger emphasis

on private investment, driving exports,
and enhancing the competitiveness of
local industries in the global market. With
global trade growth expected to surpass
3% in 2025, Sri Lanka must act swiftly to
capitalise on emerging opportunities and
position itself as a competitive player in
international markets. Attracting export-
oriented Foreign Direct Investments (FDls)
is equally crucial, as it will not only inject
capital into the economy but also facilitate
technology transfer, enhance supply

chain integration, and create employment
opportunities in high-value sectors.

Role of the Banking Sector,
Going Forward

The local banking sector is set to become
a catalyst for Sri Lanka's economic growth
in 2025 and beyond. As macroeconomic
stabilisation gains momentum and

key industries rebound, banks will

be instrumental in mobilising capital,
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promoting financial inclusion, and enabling
businesses to scale operations in response
to growing global and domestic demand.
Equally importantly, banks must enhance
risk management frameworks to sustain
asset quality notwithstanding economic
shocks.

To support the expanded role of banks,
the Central Bank of Sri Lanka (CBSL) is
expected to implement new regulatory
measures aimed at strengthening financial
sector resilience. The Directions issued
under the Banking (Amendment) Act will
introduce more stringent requirements
related to these reforms will enhance

the banking sector’s ability to withstand
economic volatility while ensuring that
financial institutions operate with greater
transparency, accountability, and risk
management discipline. Strengthening
prudential regulations will also improve
investor confidence, making Sri Lanka’s
banking sector more attractive to
international capital flows.

As indicated in the Central Bank's Policy
Agenda for 2025 and beyond, released

in January 2025, the upcoming launch of
the Sustainable Finance Roadmap for Sri
Lanka — Version 2.0 will underscore the
growing emphasis on sustainability in the
financial sector. This initiative will drive
banks to integrate Environmental, Social
and Governance (ESG) considerations into
their lending practices, thereby promoting
green finance, renewable energy
investments, and responsible lending
frameworks.

HNB'’s Key Priorities
for 2025 and Beyond

As a Domestic Systemically Important Bank
(DSIB), HNB will strive to remain at the
forefront of Sri Lanka’s economic expansion
in the coming years. The Bank's strategy
will centre on leveraging opportunities

for credit growth in high-potential sectors
while carefully managing impairment risks
to preserve asset quality. Simultaneously,
leveraging its strong foreign currency
(FCY) position, the Bank will deepen its
presence in trade financing, with a focus on

expanding its market share in both export
and import trade.

On the retail front, the Bank will adopt a
more focused approach to driving core
products, such as electric vehicle (EV)
leasing, housing loans, and solar loans,
to support individual borrowers and
households to access affordable and
sustainable financing solutions.

HNB also aims to significantly expand

its engagement in the Micro, Small,

and Medium Enterprise (MSME) sector,
reinforcing its commitment to fostering
entrepreneurship and economic
development. The Bank will continue
offering refinance and credit guarantee
schemes, as well as supply chain and value
chain financing models, to support the
SME sector growth. It is hoped that the
government'’s upcoming credit guarantee
scheme, due to be mobilised in 2025

will create a platform for HNB to provide
targeted funding to priority sectors within
the SME umbrella.

Moreover, building on the foundations
established in 2024 through the HNB
Sarusara initiative, the Bank will position
sustainable finance as a key enabler of
MSME growth, where the emphasis will
be on cultivating a new generation of
agripreneurs by providing them with
access to financial resources and business
development opportunities to drive
sustainable agricultural growth.

Meanwhile a significant acceleration in
HNB's ongoing digital transformation

is also planned in the coming years, as
part of a concerted effort to modernise
financial infrastructure and elevate Sri
Lanka’s banking industry on par with global
standards. As part of the overall digital
agenda, the Bank will also explore FinTech
partnerships to deliver cost-effective,
user-friendly digital solutions aimed at
promoting financial inclusion across the
country, ensuring that a wider segment

of the population has access to modern
banking services.
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Business Lines

Calibrated to Change

We are attuned to the dynamic and ever-evolving landscape around us. Our flexibility and
responsiveness position us to not only expand our reach but to offer diverse solutions that meet the
needs of every customer, regardless of their circumstances or background.

Much like the Sweetgum Tree which thrives in diverse environments, our approach is rooted in adaptability. The tree’s
ability to flourish in varying conditions reflects its versatility. In well-drained soils, it develops deep, vertical taproots for
stability. In wetter areas with poor drainage, it spreads its roots closer to the surface, adjusting to its surroundings.

Similarly, HNB is designed to adapt to the changing needs of our customers and the ever-evolving market in which we
operate in. Just as the Sweetgum Tree's roots evolve with the environment, we refine our offerings and strategies to
stay ahead, ensuring we remain a trusted and responsive partner to all stakeholders.
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BUSINESS LINE REVIEW

RETAIL BANKING

KEY PERFORMANCE HIGHLIGHTS

Earnings
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Context, Strategy and Performance

The year 2024 marked a turning point in
Sri Lanka’s economic prospects after several
consecutive years of subpar performance.
It was evident right from the start of the
year that the private sector credit appetite
was on the rebound, driven by renewed
optimism surrounding macroeconomic
stability and a favourable low-interest-rate
environment. In response to this positive
shift, HNB took a strategic decision to
gradually transition out of the cautious
lending approach that had been in place
since the onset of the COVID-19 pandemic
in 2020 and throughout the subsequent
economic crisis period.

In this backdrop, we focused on promoting
our core offerings within the retail product
basket. In the leasing segment, while the
traditional vehicle leasing model remained
under pressure due to ongoing vehicle
import restrictions, we pushed ahead with
our EV (Electric Vehicle) leasing proposition.
Envisioning the removal of the vehicle
restrictions and the potential opportunities,
HNB's EV leasing product was revamped
and relaunched in the latter part of 2024.

Efforts to accelerate HNB's flagship
agriculture machinery leasing product, Govi
Saviya, also delivered excellent results.
Leveraging our robust value proposition
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ADVANCES

Rs 285.9 Bn
6.6%

DEPOSITS

rs1,029.7 80 @

10.1%

1

and first-mover advantage in this space, we
succeeded in achieving consistent month-
on-month growth in new volumes, which
added a significant boost to the overall
retail leasing portfolio.

Cards business was another key growth
driver for HNB's retail banking cluster, with
the performance surpassing expectations
for the year. Improved pricing and special
promotional campaigns conducted in
collaboration with our extensive merchant
partner network, saw the card portfolio
recording a solid 21% growth year-on-year.
Fee income from the card business also
expanded by 21.2% year-on-year, signalling
the widespread acceptance of HNB's cards
and the payment platforms such as POS/
IPG/ Mini POS.

In the personal loan category, our efforts
tilted towards promoting sustainable
financing solutions. Through our highly
compelling solar loan scheme, we were able
to capitalise on the prevailing low-interest-
rate environment. The initiative was aimed
at enabling customers to enjoy long-term
energy savings while contributing to Sri
Lanka’s transition towards a sustainable
future. We also stepped in to supporting
young adults in shaping their future through
our education loans.

CONTRIBUTION TO THE GROUP

25.8%

Net Operating
Income

13.9%

Segment
Assets

55.8%

Segment
Liabilities

' Awards and Recognitions

» HNB honoured with the Best
Automobile Financing in Asia-Pacific
Award at the prestigious Asian
Banker Global Excellence in Retail
Financial Services Awards 2024

» HNB ranked Best Retail Bank in Sri
Lanka for the 15th year at the Asian
Banker Global Excellence in Retail
Financial Services Awards 2025

Moreover, with the local construction and
housing sector showing notable activity
after a lapse of nearly four years, HNB
seized the opportunity to grow its home
loan portfolio. Multi-pronged strategies

to tap into potential market opportunities
saw the Bank doubling volumes granted
compared to the previous year, leading to
a commendable 10% growth in the housing
loan portfolio, year-on-year.

From a funding perspective, CASA growth
remained the top priority for 2024. Striving
towards achieving the Bank’s CASA target,
the main strategic thrust was to promote
HNB savings with special emphasis placed
on minor savings accounts. Supported by
organic growth in our savings portfolio,
HNB's retail liabilities recorded a 10%
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improvement over 2023, while the Bank’s
retail CASA portfolio recorded a 20%
growth from a year ago.

Meanwhile, the asset quality of our retail
portfolio strengthened significantly in 2024.
After reaching a high by the end of 2022
owing to the dual impact of the pandemic
and the economic crisis, we noted a

steady increase in customer repayments
amid improving economic conditions.
Despite these encouraging signs, the

Bank continued to maintain a strong

focus on recoveries with HNB's regional
teams engaged in follow up and recovery
efforts, and our dedicated units proactively
managed potential delinquent accounts.

Throughout the year we also further
intensified the focus on technology
integration to enhance the retail customer
experience. A major milestone in this
regard was the introduction of HNB Self-
Onboarding marking the first time in HNB's
history that customers could open accounts
and access banking services through a fully
digital platform. This innovation has not only
eliminated the need for in-branch visits,

but also given customers the flexibility to
complete the onboarding process at their
convenience, even from overseas. The
platform which was launched in March

2024 received an overwhelmingly positive
response from customers, with 600+ new
customers opting for digital onboarding
within its first nine months of operation.

WHOLESALE BANKING

KEY PERFORMANCE HIGHLIGHTS
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Context, Strategy and Performance

The Sri Lankan economy staged a strong
comeback in 2024, with the Country’s GDP
returning to positive territory signalling an
end to the prolonged economic stagnation
witnessed since the pandemic in 2020. This
together with ongoing fiscal and monetary
policy reforms which kept inflation and
interest rates in check, paved the way for a
revival in economic activity, investment, and
credit growth across key sectors.
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ADVANCES

Rs 589.1 Bn 0

11.7%

DEPOSITS

rs319.380 @

13.5%

Empowered by its strong LKR and Foreign
Currency (FCY) liquidity position, the Bank
swiftly resumed broad-based lending in the
second quarter of 2024.

However, faced with stiff competition,
action was needed on multiple fronts to
reinforce HNB's competitive position.
Capitalising on the economic revival, we
focused on gaining further traction within
existing stronghold sectors by providing
customers with the opportunity to benefit

&

Future Prospects

With current indications suggesting that

Sri Lanka's economy is likely to gain further
traction over the next 12-18 months, the
immediate focus for HNB's retail banking
business would be to capitalise on emerging
opportunities for credit expansion. This
would require more focused efforts to drive
core products such as EV leasing, housing
loans, and solar loans, while aggressively
expanding the pawning portfolio to cater to
evolving customer needs. While pursuing its
credit growth aspirations in the coming year,
the Bank will continue to rely on its prudent
risk management practices to safeguard
asset quality indicators and ensure they
remain well below the industry average at
all times.

CONTRIBUTION TO THE GROUP

7.4%

Net Operating
Income

17.3%

Segment
Liabilities

28.5%

Segment
Assets

' Awards and Recognitions

» HNB bestowed with the prestigious
titles of Best Market Leader in Trade
Finance Services and Best Service
Provider in Trade Finance — both
overall and domestic by Euromoney
Awards for Excellence in 2024.
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BUSINESS LINE REVIEW

from the prevailing low-interest-rate
environment. We also expanded our
product offerings and pursued cross-
selling in order to make inroads into new
and emerging sectors. In testimony to the
success of these efforts, the loan book
registered a 11.7% YoY growth.

On the LKR funding side, CASA growth
remained the key strategic objective for
HNB in 2024. With NIMs coming under
pressure due to the downward spiral

in interest rates, the Bank successfully
leveraged its strong presence in the digital
banking space to drive up CASA. The

full roll out of HNB's Transaction Banking
platform- HNB TxB in early 2024, signifies
an important step in supporting our CASA
growth ambitions. HNB TxB with its fully
integrated architecture and advanced
digital transaction banking capabilities was
extremely well received by our corporate
customers with approximately 30% of the
customer base already onboarded to the
system as at 31st December 2024.

In yet another positive advancement, asset
quality of the corporate loan book showed
a substantial improvement in 2024. With the
dual impact of our dedicated rehabilitation
efforts over the past few years alongside
improving economic conditions creating a
conducive environment for the resumption

of loan servicing, particularly by tourism
and construction sector customers, the

stage 3 portfolio witnessed a significant
improvement during the year.

FCY lending gathered significant
momentum in 2024. Tapping into the
healthy FCY liquidity levels built up over
the past year, we aggressively drove our
trade finance offerings. Driven by a fresh
approach towards exports signalling

the Bank’s commitment to support the
government's push to boost exports, we
targeted a diverse range of sectors, from
conventional export manufacturers to new
entrants and service exporters, a strategy
that proved highly effective. Working

to recapture the business lost due to
widespread import restrictions enforced in
the wake of the 2022 economic crisis, the
Bank was able to significantly improve its
import trade business against the backdrop
of robust demand in the second half of the
year.

Meanwhile, our project finance portfolios -
both LKR and FCY, saw very little movement
in 2024 mainly due to the prolonged
discontinuation of large scale investments
in the Country and the lack of FDI's against
the backdrop of Sri Lanka’s sovereign debt
default position.

SME

KEY PERFORMANCE HIGHLIGHTS
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Rs 185.9 &n 0

16.8%
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11.9%

In a bid to counteract these challenges,

we leveraged our healthy FCY position

to mobilise funds towards assisting local
corporates looking to establish operations
overseas. Notably, the exposure received
through these efforts helped to reinforce
HNB's credentials to engage in syndications
to bolster its offshore lending book.
However, the most notable development is
HNB's penetration to the Indian market as a
direct lender to selected low-risk sectors.

Future Prospects

With all signs indicating that the credit
appetite from corporates is likely to further
accelerate in the short to medium term,
HNB will seek to leverage its robust liquidity
position and competitive product offerings
to grow the corporate loan book.

Moreover, with interest rates expected to
remain relatively low, the focus on CASA will
be further amplified to prioritise attracting
low cost funding to fuel the Bank'’s lending
activities.

These efforts will be instrumental in
consolidating HNB's liquidity position and
improving the Bank'’s readiness to allocate
funding for the resumption of stalled
projects.

—u
CONTRIBUTION TO THE GROUP

10.1%

Total Operating
Income

9.0%

Segment
Assets

16.3%

Segment
Liabilities
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Context, Strategy and Performance

It was a promising year for HNB's SME
Banking Segment with the revival of

the Country’s economy triggered by
greater stability and the low interest rate
environment.

With the Country’s SME sector seemingly
on the path to recovery after battling
repeated shocks over the past several years,
HNB moved swiftly to capitalise on the
uptick in credit demand. Leveraging our
core strength of 254 branches and the 100+
SME Relationship Managers spread across
the Country, the Bank was able to grow its
SME loan book by over Rs 26 Bn during the
year. The Bank also focused on promoting
refinance facilities and guarantee schemes
which were available during the year to
drive growth and capture market share.

We further leveraged on our value chain
financing propositions, onboarding new
distributors and suppliers during 2024.

At the same time, we remained aggressive
in our endeavour to mobilise low cost
funding, with SME CASA base growing by
21.1% through an aggressive drive of our
Business Banking proposition, merchant
onboarding, and online banking rollout.

Consequently, total operating income
attributed to SME Banking amounted to

Rs 19.4 Bn out of which NIl amounted to

Rs 15.1 Bn. Though the lower interest rates
fuelled growth, it also caused margins to get
narrower in 2024 compared to the previous
year.

Notably our asset quality also improved in
2024 owing to the sustained efforts over
the past few years by the Bank’s Business
Revival Unit to help our SME customers
recalibrate and ride out tough times.
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Enhanced repayment capacity of SMEs
following the sector resurgence against the
backdrop of Sri Lanka’s improving economic
conditions in 2024, saw the Bank's NPL's
continuing to decline steadily throughout
the year.

Meanwhile, in keeping with the emphasis
on embracing a more holistic approach to
drive SME sector growth, HNB continued
to collaborate with key stakeholders to
deliver value added services to empower
SMEs. One such initiative is our partnership
with the Lanka Impact Investment Network
(LIIN) which is aimed at providing SMEs
with opportunities to access equity and
seed funding for the purpose of business
expansion and diversification. Similarly, our
collaborations with the Women's Chamber
of Industry and Commerce (WCIC) for

their Ramp Up 24 initiative marks another
important milestone in empowering women
entrepreneurs to widen their market reach.
The schedule of financial literacy and
capacity building programmes were also
further intensified .

Keen to create a robust ecosystem that
empowers SME customers to reach the
next level, we also prioritised digital
adoption within the segment. To that end,
a customised version of HNB's transaction
banking system was rolled out in February
2024, with 3,000+ SME customers
onboarded to the new platform by end
2024. With the move gaining good traction,
it was decided to develop a dedicated
transaction banking mobile app for SME
customers, which is due to be launched in
2025. In yet another achievement on the
digital front, 2,000+ SME customers were
onboarded to HNB’s SOLO app.

l Awards and Recognitions

» HNB secures 'Sri Lanka’s Best Bank
for SMEs at Euromoney Awards for
Excellence 2024

Future Prospects

With the Sri Lankan economy set to achieve
further stability in the coming months it is
expected to create favourable conditions
for SME sector growth. As a Systemically
Important Bank deeply embedded in the
SME sector, HNB is well-positioned to
support this growth. Our commitment
includes driving our core products,
including business banking and value chain
financing models to assist vital sectors

of the economy. To that end, HNB will
strive to secure low-cost funding through
local and international partnerships. The
Government's upcoming credit guarantee
scheme through the National Credit
Guarantee Institute, where HNB is a
Participating Financial Institution, is set to
launch in 2025 and presents a promising
opportunity. As a partner in this initiative,
HNB anticipates leveraging the scheme to
extend targeted funding to priority sectors,
reinforcing our commitment to driving
economic development.
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BUSINESS LINE REVIEW

MICROFINANCE

KEY PERFORMANCE HIGHLIGHTS
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Context, Strategy and Performance

HNB's Microfinance business delivered a
robust performance for 2024, as Sri Lanka's
economic activity continued to gather
momentum. As a Domestic Systemically
Important Bank, HNB took up the challenge
to support the revival of priority sectors,
and directed credit strategies towards
rebuilding the Country’s agricultural base.

To that end, the Bank’s Microfinance
business was restructured to drive forward
HNB’s mission to support and modernise
the nation'’s agriculture sector. A specialised
agribusiness unit was formed with a
dedicated team to focus exclusively on
developing grass root level agri business
customers across Sri Lanka. Keen to
solidify HNB's expertise in this domain,
the Bank partnered with the Department
of Agriculture Sri Lanka to conduct an in-
house training programme to ensure the
Microfinance team has the requisite skills
and competencies.

To drive credit expansion during the

year, we continued utilising HNB's annual
allocation of the New Comprehensive Rural
Credit Support (NCRCS) scheme provided
by the CBSL to enable grass-root level
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ADVANCES
Rs 32.8 Bn
24.8%
DEPOSITS

Rs 33.8 Bn
25.9%

o
o

farmers to access financing at concessionary
interest rates. The launch of “"HNB &6tz6"
(Sarusara) in June 2024 represents another
major step in HNB's efforts to accelerate
the growth of Sri Lanka's agriculture sector.
566 offers a combination of tailored
financial solutions and targeted capacity
building to enhance productivity and help
farmers build resilience against economic
challenges. The programme also includes
partnerships with agritech providers and
government bodies to foster innovation
and sustainable practices across the local
agricultural value chain.

The Galoya Farmer Uplifting Project was
another new initiative launched in 2024 with
the aim of uplifting the lives of rural farmers
by addressing critical challenges such as
access to credit, market uncertainties, and
limited knowledge of best agricultural
practices.

Other notable efforts, include HNB's
flagship Microfinance Awurudu Pola
which was held at the BMICH for the 5th
consecutive year, attracting 150 micro
customers from all regions of Sri Lanka.

Over the past year, HNB Microfinance
conducted 289 financial literacy

w

CONTRIBUTION TO THE GROUP

1.3%

Net Operating
income

1.6%

Segment
Assets

1.8%

Segmental
Liabilities

programmes and 458 seasonal meetings-
locally known as Kanna Resweem, across
major irrigation systems in the Country.
These initiatives have directly reached over
50,000 rural farmers across the Country.

Cascading from the overall expansion of
the Microfinance business, the Microleasing
Business also experienced significant
growth in the current financial year, with
the portfolio growing by 30.0% year-on-
year. Ongoing efforts to increase insurance
penetration across the Microfinance
segment in partnership with the Group
insurance arm, also yielded good results
with over 10,000 microinsurance policies
issued during 2024.

The improvement in asset quality was
another important accomplishment in 2024.
Dealing with one of the most vulnerable
economic sectors, managing asset quality
remained a priority for the Microfinance
segment. However, the impact of ongoing
recovery camps and advisory services
enabled to successfully improve asset
quality of the segment.

The performance and progress of the
Microfinance segment is in part due to
the multiple value adding partnerships
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forged by HNB over the years. For instance,
the collaboration with the SED (Small
Enterprise Development) continues to
enable the Bank to offer tailored financial
products and capacity-building initiatives.
The partnerships with NEDA (National
Enterprise Development Authority) provides
opportunities to harness the potential of
local businesses and stimulate regional
economic development, while the tie up
with Vidatha is instrumental in promoting
financial inclusion and entrepreneurship
across underserved communities.

Similarly, close collaborations with
Universities, Vocational Centres, and

Technical Colleges have proven to be vital
in strengthening the Bank’s financial literacy
programmes.

The fact that a portfolio of approximately
Rs. 3.0 Bn was upgraded from Microfinance
to SME status, stands as a testament to the
impact of HNB's holistic approach towards
developing the Microfinance sector.

Meanwhile, given the significant expansion
in the Microfinance operations in the current
year and considering the future growth
potential, HNB tied up with the Institute

of Bankers of Sri Lanka (IBSL) to launch the
Diploma in Microfinance, a certified course
aimed at building specialised in-house

TREASURY

KEY PERFORMANCE HIGHLIGHTS
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Context, Strategy and Performance

The operating environment in 2024 had a
significant impact on the performance of
HNB's Treasury. Market uncertainty driven
by political and macroeconomic factors
presented significant challenges at the
start of the year. However progressive
improvements in market conditions from
mid-2024 onwards supported by well
managed inflation expectations along

with the accommodative monetary policy
measures implemented by the Central Bank
of Sri Lanka, enabled the Treasury to deliver
a healthy performance for 2024.
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TREASURY BOND PORTFOLIO

Rs 288.1 Bn 0

85.5%

TREASURY BILL PORTFOLIO

Rs 445.9 Bn 0

6.0%

With improving market sentiments,

HNB's participation in the primary market
registered an increase in 2024. The Bank
also continued to be an active participant
in the secondary market, as evidenced

by the notable increase in Repo activity

in the year under review. The collective
increase in activity across both primary

and secondary markets was reflected in

the Bank’s government securities portfolio.
HNB’s government securities portfolio as at
31st December 2024 registered an increase
of 16.6% over the previous year, driven by a
85.5% growth in the Treasury Bond portfolio

expertise in this field. The first batch of
127 Microfinance Officers commenced
their leadership training programme in
November 2024.

Future Prospects

Building on the success achieved in 2024,
the Bank is gearing up to cultivate a new
breed of agripreneurs who will transform
Sri Lanka’s rural economies. The &6w6
programme which aims to reach out to and
support 30,000 agripreneurs across Sri
Lanka by 2025, is expected to be the key
catalyst in this endeavour.

CONTRIBUTION TO THE GROUP

36.5%

Net Operating
Income

40.9%

Segment
Assets

2.0%

Segment
Liabilities

compared to the previous year. These
favourable movements enabled the Treasury
to record robust earnings growth in 2024.

Meanwhile, the Treasury leveraged its’
built up FCY liquidity to capitalise on the
uptick in SWAP market activity following
the appreciation of the Sri Lankan Rupee
against all major currencies.

The impact to the bottom line with the
International Sovereign Bond restructuring
is discussed in detail under the Financial
Capital Report on page 65.
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BUSINESS LINE REVIEW

On the operational front, HNB Treasury
formally adopted the FX Global Code in
September 2024, marking an important
milestone in strengthening its credentials
on par with global standards. The FX
Global Code, developed by the CBSL in
partnership with several global banks,
sets out a set of global principles of good
practice in the foreign exchange (FX)
market. The adoption of the FX Global
Code represents HNB’s commitment to
adhere to Global best Market Practices,
Ethics, Compliance and Risk frameworks in

conducting Treasury operations. Several
workshops were conducted to educate
Treasury staff regarding the FX Code and its
application.

Future Prospects

HNB anticipates investor appetite for
government securities to gather further
momentum in 2025, driven by the
improvement in Sri Lanka’s sovereign
rating. With higher demand for government
securities necessitating increased

INSURANCE
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Context, Strategy and Performance

In 2024, Sri Lanka’s economy experienced a
gradual stabilisation driven by post-election
policy adjustments, declining interest rates,
and long-awaited stability in the exchange
rate. These developments presented

a mixed bag of both opportunities

and challenges for the local insurance
industry. On one hand, the low interest

rate environment exerted pressure on
investment yields across both core verticals,
life and general insurance. Notably, the low
interest rate environment also made life
insurance more attractive as an alternate
investment option for customers.
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However, the life insurance business faced
fresh challenges as mainstream demand for
life policies declined, driven by a reduction
in disposable incomes resulting from the
high tax regime. Meanwhile, competitive
pressure continued to intensify within the
general insurance industry, owing to limited
growth opportunities in the motor business
due to the prolonged restrictions on motor
vehicle imports, compelling general insurers
to focus mainly on renewals to sustain
market share within the motor insurance
segment.

Insurance industry grew by 14.3% in 2024,
compared to 7.9% in 2023. This positive
trend, coupled with a resurgence in

N

participation in both primary and secondary
markets, the Bank will focus on improving
scalability in readiness to manage higher
volumes in due course. To that end, plans
are underway to invest in a fully automated
Treasury System to effectively capture

and manage the anticipated influx of

new business, while ensuring operational
efficiency and enhanced service delivery to
clients.

CONTRIBUTION TO THE GROUP

14.8%

Net Operating
Income

3.0%

Segment
Assets

3.4%

Segment
Liabilities

- J

economic activity and heightened investor
confidence, provided HNBA Group with
the momentum to advance its strategic
objectives for the financial year.

Recognising the significant under-
penetration of insurance in Sri Lanka,
HNBA Group took decisive steps to
expand its market reach by expanding its
agency network and introducing additional
incubator branches within its existing branch
network. Bancassurance partnerships

were also further strengthened, enabling
the Company to tap into previously
underserved markets, alongside further
steps to capitalise on Group synergies in
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order to enhance customer accessibility and
improve customer engagement.

Considering the evolving market dynamics,
the product portfolio in the Life segment
was further expanded in 2024. Another
innovative addition to the Life product
portfolio was the Group health product,

a tailored solution offering medical
reimbursement benefits to enable
corporates to manage medical benefits
offered to their employees.

Backed by these well-timed product
offerings, and robust market penetration
strategies, HNBA Group delivered
outstanding performance in 2024, with
Gross Written Premiums (GWP) surging

by 21.2% year-over-year to Rs 22.7 Mn,
outpacing the industry average of 14.3%
and reaffirming HNBA Group as a dominant
force in the local insurance industry.

The year 2024 was a period of
transformational change for HNBA's IT
infrastructure supported by two new core
systems for its life and general insurance
businesses, alongside several digitisation
and automation initiatives aimed at
enhancing efficiency, reducing turnaround

times, and elevating the customer
experience while achieving internal cost
efficiencies.

The live roll out of the new Core Insurance
System for the life insurance segment
has helped to streamline workflows and

significantly improve operational efficiency.

Simultaneously, work commenced on
implementing a core system for the
general insurance business, with the
project scheduled to go live in January
2025. Further advancing its digital journey,
HNBA Group introduced a Channel Portal
that enabled over 98% of life insurance
proposals to be processed digitally,
eliminating the need for cumbersome
paperwork and significantly enhancing
processing speed.

To complement these efforts, the
Company initiated several Robotic Process
Automation (RPA) projects targeting IT and
finance operations. These projects aim to
integrate advanced technologies such as
artificial intelligence and machine learning,
enabling seamless data management
collectively positioning HNBA Group at
the forefront of digital innovation in the
insurance industry.

FINANCE

KEY PERFORMANCE HIGHLIGHTS

Earnings
Rs Mn
7,000

6,000 [

5,000
4,000

3,000
2,000
1,000

0

2020 2021 2022 2023 2024

® NI
® Fee and Commission Income

Impairment Charge
Net Operating Income

HATTON NATIONAL BANK PLC | 55

ADVANCES

Rs 47.7 Bn
21.0%

DEPOSITS

Rs 40.5 Bn
8.2%

1
1

N

The core system infrastructure further
supports HNBA Group's efforts towards
transition to SLFRS 17 reporting, including
implementation of technology solutions in
line with the stipulated implementation date
of 1st January 2026.

Future Prospects

Looking ahead, HNBA Group will work

to achieve the vision set out under its
strategic plan, to ensure the Company

is well-positioned to harness emerging
opportunities for sustained growth. In

this context, emerging segments such

as expatriate Sri Lankans and the ageing
population, are some of the key areas that
would require transformational approaches
to reform the current protection-based
product range using digital tools while
improving the alignment with SLFRS 17
standards. Furthermore, the planned
completion of key technological initiatives
in 2025, such as a customer portal and
expanded RPA projects are also expected
to contribute significantly towards fostering
growth and enhancing the customer
experience in the years ahead.

CONTRIBUTION TO THE GROUP

3.5%

Net Operating
Income

2.6%

Segment
Assets

2.9%

Segment
Liabilities
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BUSINESS LINE REVIEW

Context, Strategy and Performance

HNB Finance PLC (HNBF) demonstrated
steady progress during the current
financial year, successfully navigating the
complexities of a challenging operating
environment and reinforcing its position
within Sri Lanka's Non-Banking Financial
Institution (NBFI) sector.

With the low-interest-rate environment
influencing customers to seek higher
returns than that offered by conventional
Fixed Deposits (FDs), the demand for
FDs as a whole declined as customers
began exploring more financially viable
opportunities. HNBF introduced a loyalty
card, which played a significant role in
both increasing and retaining its deposit
customer base. These targeted efforts
culminated in a 8.2% growth in the deposit
book between January and December
2024, which rose to Rs 40.5 Bn as at 31st
December 2024.

On the lending side, the demand for credit
picked up swiftly as the Country continued
to regain economic stability. Keen to take
advantage of this positive momentum,
HNBF strategically focused on driving

gold loans. Underpinned by aggressive
branch-led campaigns to promote the gold
loan proposition, the Company’s Gold
Loan portfolio shot up to Rs 8.3 Bn as at
31st December 2024, denoting a 54.0%
expansion from the Rs 5.4 Bn reported as at
31st March 2024.

Similarly, the leasing segment also
performed well due to tactical initiatives
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aimed at strengthening ties with the

dealer networks. The leasing portfolio as

at 31st December 2024 reflected a 47.0%
expansion a remarkable achievement given
that limited demand for vehicle leasing
against the backdrop of the ongoing
restrictions on vehicle imports.

HNBF did face its share of challenges

in 2024. Managing recoveries on the
unsecured lending portfolio proved to be a
major hurdle as lower disposable incomes
attributed to the high-tax regime put
customers under additional financial strain.
This, in turn, led to increased pressure

on collections and heightened the risk of
defaults.

In response, the Company switched to
collateral-based lending to secure its
portfolio against potential losses. Credit
evaluation policies also continued to be
refined, as part of a consistent approach

to enhance the overall credit quality of
new loans, ultimately ensuring greater
portfolio resilience under volatile economic
conditions.

With a view to improving cost efficiencies,
the Company resorted to digitisation and
automation as key strategies.

One notable initiative was the
implementation of a cloud-based
collaboration and communication platform,
which streamlined operations and led to

a significant reduction in paper usage.
Additionally, the digitalisation of backend
workflows proved to be a key catalyst in
improving overall employee productivity.

Future Prospects

HNBF is well-positioned to capitalise on

Sri Lanka's anticipated economic recovery
in the coming year. With economic activity
expected to gain further traction, the
company plans to align its operations to
harness emerging opportunities while
maintaining agility in the highly competitive
NBFl sector.

The main focus will be on expanding

its collateral-based lending to maintain
credit quality and ensure financial stability
amidst a dynamic environment. Moreover,
recognising the growing emphasis on
sustainability, the Company plans to expand
its portfolio with innovative green solutions,
including a dedicated green leasing
product set to launch in late 2025, marking
a significant milestone in the Company’s
dedication to aligning with Sri Lanka’s Net
Zero targets.

To support this expanded and diversified
product scale, HNBF is also planning to
invest in a state-of-the-art core banking
system to provide the technological
backbone necessary to enhance operational
efficiency and streamline processes in

order to accommodate the demands of

its growing customer base in a timely and
more cost-effective manner. Digitisation and
automation will also remain at the forefront,
with a series of projects scheduled for the
upcoming year.
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Earnings
Rs Mn %
3,000.0 30.00
2,500.0 25.00
2,000.0 20.00
1,500.0 ' 15.00
1,000.0 10.00
500.0 5.00
0.0 0.00

2020 2021 2022 2023 2024

® Profit Attributable for Shareholders
ROE % (RHS)

Context, Strategy and Performance

The Investment Banking segment
represented by HNB Investment Bank

(Pvt) Ltd (HNBIB) - previously known as
Acuity Partners (Pvt) Ltd recorded a strong
performance for the year against the
backdrop of renewed investor confidence in
2024. Increased economic stability fuelled

a surge in private equity investments and
M&A activity, driving a strong demand for
advisory services. At the same time, the
decline in interest rates sparked heightened
interest in debenture activities.

Moving quickly to capitalise on these
positive market sentiments, HNBIB
leveraged its expertise in client
engagement, innovative structuring
capabilities, and seamless execution of
transactions to achieve several notable
milestones during the year. Among these
was the appointment as the manager for
two rights issues for Lanka Ventures PLC and
LVL Energy Fund PLC.

In yet another landmark achievement,
HNBIB served as co-manager for the first
listed Green Bond issued by DFCC Bank
PLC. These accomplishments have further
solidified HNBIB status as the market leader
in debenture issuance among investment
banks in Sri Lanka.
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ASSETS UNDER MANAGEMENT

Rs 69.0 Bn 0

25.5%

On the other hand, HNBIB’s IPO revenue
stream came under pressure as many local
entities were seen opting to delay planned
CSE listings, amidst subdued equity market
activity throughout much of the year.

With fewer opportunities locally, HNBIB
diversified into the regional market, which
resulted in the appointment to manage the
IPO of HDFC Maldives, scheduled to be
listed on the Maldives Stock Exchange in
2025.

In all, HNBIB's ability to identify and seize
market opportunities in a timely manner,
while effectively managing challenges
enabled the Company to register its
highest-ever PAT of Rs 3.1 Bn, surpassing
the previous record of Rs 2.0 Bn.

Strategic initiatives focused on
strengthening core competencies saw
some major investments towards advancing
technology architecture in 2024. The key
project was the migration of the Company’s
IT systems to a fully fledged cloud system
accompanied with a comprehensive disaster
recovery solution. A cloud-based order
management system was implemented for
the stock brokering business - a first in the
industry.

\ |
| SNl —

Meanwhile, with the local investment
banking space undergoing a rapid
transformation in recent years, the
competition for skilled investment banking
talent emerged as a critical challenge

for HNBIB, prompting the company to
implement innovative retention strategies
and enhanced professional development
initiatives to minimise skill attrition.

Future Prospects

On 21st January 2025, HNB successfully
completed the acquisition of the remaining
50% voting stake in Acuity Partners (Pvt)
Ltd., previously held by DFCC Bank PLC.
Subsequently, The company was rebranded
as HNB Investment Bank and is now a
wholly owned subsidiary of Hatton National
Bank PLC. The acquisition is poised to
unlock synergies in areas such as loan
syndications, IPOs, and private equity for
SMEs, while also driving securitisation

and custodian services. Additionally, it

will enable the capitalisation on potential
growth opportunities in investment banking
products as the economy starts to recover,
with early indications of the Sri Lankan
capital markets transitioning from plain
vanilla products to a more diversified range.
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BUSINESS LINE REVIEW

REAL ESTATE

KEY PERFORMANCE HIGHLIGHTS CONTRIBUTION TO THE GROUP
Earnings
Rs Mn
1,600 ASSETS o,
o 0.7%
Net Operating

1222 Rs 1 1 .3 Bn 0 Inch)me

800 3.3%

600

o LIABILITIES 0.5% 0.6%

200 2 Segment Segment
0 Rs 06 Bn Assets Liabilities
2020 2021 2022 2023 2024

O,
@ Revenue 06 /O

—e— PBT

—o— PAT

.

Context, Strategy and Performance The declining demand for Grade A office Future Prospects
Influenced mainly by weak economic spaces posed a significant challenge While challenges persist, Sithma's ability
conditions over the past few years, the for HNB's Real Estate segment - Sithma to adapt to market shifts and explore new
demand for Grade-A office space continued " the current year. Nonetheless, long- opportunities will be key to sustaining
to stagnate in 2024. The trend of KPO term tenancy agreements at HNB Towers growth. Future strategies may include
and BPO businesses seemingly opting ensured tenant retention and revenue infrastructure investment or strategic
for more cost-effective Non-Grade A stability. Premises management also helped partnerships to expand the property
options, alongside the global shift towards in maintaining operational efficiency and portfolio in tandem with evolving market
remote work were some of the other key enhancing tenant satisfaction. dynamics through a mix of Grade A , Basic

contributory factors for the reduced shell, Hot seating etc.
demand for Grade A office spaces.
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Capitals

Empowered to Enrich

We leverage our time-tested capabilities, processes, and knowledge to focus on enhancing and
nurturing the resources that sustain us, all while ensuring the protection and preservation of our
environment for the future.

The Kumbuk Tree thrives near water sources such as lakes, wells, and riverbanks. Its roots are known for their ability to
purify water through phytoremediation, a process that reduces the concentration of contaminants and promotes
healthier ecosystems. This natural ability is widely used in environmental restoration, and the tree stands as a symbol of
commitment to preserving and enriching resources for current and future generations.

Similarly, HNB is dedicated to safeguarding and nurturing the essential resources we rely on. Through responsible
stewardship and sustainable growth, we contribute to a thriving environment, fostering long-term prosperity and
securing a better future for all stakeholders.
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FINANCIAL CAPITAL

HNB's Financial Capital comprises of the equity
capital, retained earnings, and other financial
resources that enable the Group to achieve
sustained growth in order to consistently
generate value for stakeholders in the short,
medium and long term.

A RISK OPPORTUNITIES o

Increased volatility in interest rates impacting net Portfolio diversification to mitigate economic volatility

interest margins I ' . . .
9 Engaging in green financing and lending to sustainable

Higher credit risk in a market that was in economic projects
distress

L J
1!

MATERIAL MATTERS

Economic Stress and Uncertainty | CreditRisk | Financial Stability and Integrated Risk
Management | Brand Reputation | Inclusive Growth and Responsible Lending

000 \/

fmmn MANAGEMENT APPROACH

R, o3 ~N

HNB maintains a disciplined approach to managing financial capital, focusing on expanding both fund-based and fee-based
income to ensure sustainable growth in topline revenue, profitability and overall balance sheet strength.

As a Domestic Systemically Important Bank (DSIB), HNB places a strong emphasis on capital adequacy and liquidity
management, aligning with stringent regulatory compliance requirements. The Group continuously strengthens its capital
position through efficient earnings retention, prudent risk management, and selective capital market engagement to support
future growth.

. J
e GOVERNANCE
COMPLIANCE VOLUNTARY BEST PRACTICES POLICIES INTERNAL MANDATES
Sri Lanka Accounting Standards : In compliance with all Credit Risk Policies Risk Appetite
issued by CA Sri Lanka regulations and guidelines Prudential Limits

applicable Market Risk Policies

Companies Act No 7 of 2007

Banking Act No 30 of 1998 as
amended

Liquidity Risk Policies

Treasury Policies

CBSL directives and guidelines
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Key Highlights for 2024

[ X ]
[

Rs 44.8 Bn

Group PAT

21

Group ROA

rs 457.10

Group NBV per share

5

Rs 1 .21 Tn

Loan Book

Rs 586.5 Bn

CASA Growth

20.64-.

Core Capital ratio

P

Rs 41 .3 Bn

Bank PAT

aa
\3/

18.4<

Group ROE

%

19.7%

Dividend Payout

)
Rs 1 .75 Tn

Deposit Book

&
1.88%

Net Stage 3 ratio

5114
S
4

331.49-

All Currency Liquidity
Coverage ratio

HATTON NATIONAL BANK PLC |
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\*lt Value Creation Scorecard 2024

KEY ACTIONS

<

x

x

Focus on broad-based lending

Emphasis on lending to the SME sector

Rs 12.0 Bn Tier Il Capital raised via a BASEL Ill- compliant
debenture

Mobilise low cost funding by driving CASA growth

OUTPUTS FOR HNB & IMPACT ON OTHER CAPITALS

7.9% YoY growth in assets (13.8%-2023)
11.6% YoY growth in loans (-1.8% -2023)
33.5% Group CASA ratio (29.4%-2023)

Stage 3 portfolio decreased by Rs 10.1 Bn, while the Stage 2
portfolio saw a reduction of Rs 63.4 Bn

Consistent financial performance enhances brand o
reputation

Strong financial results help to improve stakeholder o
confidence and trust

Higher salaries and benefits for employees &

Green finance initiatives, such as funding for

renewable energy projects and energy-efficient oo
infrastructure, contribute to safeguarding the

environment

Stakeholder Outcomes 2024 2023

EPS Rs76.14  Rs39.82 @
DPS Rs1500  Rs8.00 @
Total Dividend Payout Rs86Bn Rs45Bn @
Amount paid as Rs 118.8Bn Rs174.2Bn O
interest to depositors

Tax expense Rs60.4Bn| Rs24.1Bn @
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FINANCIAL CAPITAL

Ilre ANALYSIS OF THE INCOME STATEMENT

Rs Bn
140

120
100
80
60
40
20

0

Non

Rs Bn
60.0

40.0

20.0

0.0

-20.0

-40.0

Rs Bn
200

150

100

50

-50

Net Interest Income

2020 2021 2022 2023 2024

® Bank
® Subsidiaries

~o— Bank NIM %
—o— Group NIM %

Interest Income

2020 2021 2022 2023 2024

® Bank
® Subsidiaries

~o— Insurance Premium
—o— Bank Net Fee Income

Total Operating Income

2020 2021 2022 2023 2024

® Group NIl
® Group Non Interest Income

%
9.0

8.0
7.0
6.0
5.0
4.0
3.0
2.0
1.0
0.0

Net Interest Income (NII)

HNB Group’s NIl declined in 2024, amidst the contraction in interest rates. The drop

in AWPLR and government securities yields, exerted downward pressure on interest
income, despite the substantial 11.6% year-on-year expansion in the loan book during

the year. However, the decline in NIl moderated towards the latter part of the year, as the
reduction in interest expenses outpaced the drop in interest income, with the repricing of
deposits and the significant expansion in CASA balances in 2024.

Non-Interest Income

The Group recorded a 15.5% increase in net fee and commission income for the year,
driven primarily by the growth in transaction volumes across digital banking platforms
and card services. However, the commission income from trade services was impacted
as the Bank had to implement broad-based tariff rationalisation measures in response to
competitive pressures arising from the normalisation of market liquidity.

In addition, the insurance segment saw a robust increase in Gross Written Premiums,
leading to a 17.8% growth in net insurance premium income, which reached

Rs 18.0 Bn during the year. However, the appreciation of the Sri Lankan rupee against the
US dollar during the period resulted in the Group having to record an exchange loss of Rs
2.9 Bn compared to the loss of Rs 2.4 Bn recorded in 2023.

Furthermore, the net loss from the derecognition of financial assets resulted in the Group
reporting a net loss of Rs 12.2 Bn in non interest income for the year. This is discussed in
detail under total operating income section, below.

Total Operating Income (TOI)

The Group recorded a loss of Rs 49.5 Bn as the net loss arising from derecognition of
financial assets. This loss was recorded post completion of the International Sovereign
Bond (ISB) restructure in December 2024, where the Bank opted for the “Local option”.
While the losses form part of the Total Operating Income, the positive impact arising

out of the ISB restructure in terms of provision reversals, are recorded under Impairment
charge /(reversal). This derecognition loss resulted in a significant drop in the TOI for
the period. However, excluding this one-off accounting treatment, the TOI for the period
would have been Rs 147.1 Bn which is a marginal drop of 1.6% compared to the previous
year.
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ANALYSIS OF THE INCOME STATEMENT

Impairment Impairment Charge / (Reversal)
RSES The result of focused recovery and proactive restructuring measures designed
to help customers streamline cash flows and resume repayments as well
100 as the recovery in the overall operating environment, enabled a significant
improvement in Stage 3 and Stage 2 portfolios of the Group leading to an
=0 improvement in expected credit loss. Nevertheless, on a prudent basis, the
o Group recognised a total impairment of Rs 11.5 Bn on loans and receivables.
As a result, the provision coverage ratio on Stage 3 loans increased to 74.4% in
-50 2024, from 57.5% in the previous year.
-100 With the completion of the ISB restructuring in December 2024, a total
2020 2021 2022 2023 2024 impairment of Rs 91.6 Bn was reversed, on account of the previously
®  Impairment on Loans recognised impairment provisions on the Bank'’s exposure to ISBs.
® Other Impairment
Consequently, the Group recorded a total impairment reversal of Rs 77.4 Bn
against the impairment charge of Rs 42.5 Bn in 2023.
Operating Expenses Operating Expenses
Rs %g (?0.0 On an overall basis, operating expenses recorded a 17.8% year-on-year
20 600 |ncr§ase, prlmarllx driven by higher personn-el expense.s, card-related costs,
0 and increased utility expenses. The cost-to-income ratio for 2024 was
5 400 largely distorted by the impact of the derecognition loss arising out of the
0 300 external debt restructuring. While HNB's cost-to-income ratio was inflated
w by approximately 25 percentage points as a result, when adjusted for this
o 200 exceptional item, the ratio for the Group stood at 48.4% compared to 40.4% in
100 2023 while the Bank ratios stood at 37.2% and 29.9% respectively for the years
0 2024 and 2023.
0 00
2020 2021 2022 2023 2024 . .
@ Personel Cost Profitability
@ Benefits, Claims and Underwriting HNB reported improved profitability for 2024. The Group surpassed its
Other Operating Expenses 2023 Profit After Tax of Rs 23.6 Bn within the first nine months ending 30th
Bank Cost to Income % (adjusted) September 2024, a commendable achievement that testifies the strong
Group Cost to Income % (adjusted) performances across all core business operations despite the pressure on
interest margins. The impact of the ISB impairment reversal in the final quarter
Profitabilty - Group further amplified the current year profits with Profit Before VAT and Tax for the
RSEB O7A>oo Group increasing to Rs 103.9 Bn, reflecting a 122.9% YoY increase.
100 60.0 The Group recognised a total tax charge of Rs 60.4 Bn for the year which
80 50.0 included a deferred tax charge of Rs 27.3 Bn relating to the reversal of
0 200 impairment provisions recognised previously on the investments in ISBs,
0 I 200 subsequent to the completion of ISB restructure.
ol m B @ 200 Accordingly, the Group's Profit After Tax (PAT), grew to Rs 44.8 Bn in the year
0 | 100 under review, up 89.9% from Rs 23.6 Bn tabled in the previous year. Similarly,
20 00 Group ROE and ROA also improved to 18.4% and 2.1% respectively in 2024,
2020 2021 2022 2023 2024 from 11.5% and 1.2% respectively in the previous year.

® Corporate Tax . o ,
® VAT and SSCL The Bank recorded a PAT of Rs 41.3 Bn, representing 92.2% of the Group's

PAT profits, up from 86.2% in the previous year. All Group companies contributed
Total Tax Rate % (RHS) positively towards the Group profitability.
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FINANCIAL CAPITAL

% ANALYSIS OF THE STATEMENT OF FINANCIAL POSITION

O=
Group Total Assets Assets
*352%8 The Group's balance sheet experienced an expansion of 7.9% in Assets surpassing Rs 2,209
' Bn at a Group level. As the Bank focused on loan growth with improvement in the operating
1,000 environment, the Net Loans and Advances accounted for 50% of the Group’s asset book
800 increasing from 48.3% in the previous year. Gross Loans and Advances, grew by 11.6% to
Rs 1,207 Bn with all core verticals reporting steady year-on-year growth, while the LKR loan
690 book witnessed a 12.6% growth during the year. Furthermore, despite a Rs 25.9 Bn drop in
400 Gross loans and Advances during the first quarter of 2024, the Group witnessed a strong
00 growth of Rs 125.6 Bn in 2024.
0 The government securities portfolio of the Group remained largely unchanged, while LKR
2020 2021 2022 2023 2024 denominated government securities recorded a 16.0% YoY growth. Furthermore, the foreign
® Loans and Advances currency denominated government securities portfolio, saw a drop of 54.7% subsequent
® Other Assets to the bond exchange where 30% of ISBs were exchange to local currency bonds and the
new bonds being fair valued, subsequent to the closure of the external debt restructuring
programme.
Group Liabilities Liabilities
stsgg Z%o The Group's Deposit base crossed Rs 1,750 Bn recording a year-on-year increase of 8.8%
' ' owing to a strong growth in CASA balances. The success of HNB's drive to promote CASA
2,000 50.0 was further evident in the improved CASA ratio for 2024, which shot up to 33.5% in 2024,
200 from 29.4% in 2023 with total CASA deposits growing by Rs 114.2 Bn during the year.
1,500
300 Another addition to HNB's liabilities in 2024, was the BASEL lll-compliant debentures issued
1,000 20,0 in August 2024 resulting in a Tier Il capital infusion amounting to Rs 12.0 Bn.
500 100
Equity
0 00 . . . o .
2000 2001 202 2023 2094 Total Equity Attributable to the Shareholders increased by 23:1 % year—on-ye'ar dbubrlng the
) year to Rs 261.4 Bn as at 31st December 2024, on the back of improved profitability in the
. Depos't_s current year.
® Other Liabilities
—o— CASA (Bank) %
Dividend
The Board of Directors of HNB has proposed a final cash dividend of Rs 15.00 per share for
Total Equity the year ended 31st December 2024, subject to shareholder approval at the 56th Annual
Rs Bn General Meeting scheduled for 27th March 2025.
300
5o The dividend payout ratios for the Bank and the Group were 20.7% and 19.7%, respectively,
for the year
200
150 Capital
100 HNB's capital soundness further strengthened in the current year. As at 31st December
2024, the Group reported Tier 1 and total capital ratios of 20.64% and 24.70% respectively
% compared to 14.70% and 17.95% respectively at the end of 2023 against the regulatory
0 requirement of 9.5% and 13.5% respectively, indicating the strong buffers. These increases
00 2021 202 2023 2024 are attributed to three main reasons - higher profitability alongside the Tier Il capital infusion
® Stated Capital as well as the favourable impact on capital from the reversal of deferred tax asset with the
® Statuary Reserve Fund reversal of provisions on ISBs.
@ Other Reserves
@ Retained Earnings
Non Controlling Interest
-
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Liquidity

Tier | Capital Total Capital
Aided by improving market conditions in % %
2024, HNB's liquidity position remained 25.0 30.0
strong, with both LKR and FCY liquidity
at healthy levels throughout the year. The 20.0 250
Group continued to maintain liquidity 200
buffers well above the regulatory 15.0
requirements set under the Banking Act 15.0
Direction No 1 of 2024, which mandates 10.0
Groups to uphold a minimum Liquidity 100
Coverage Ratio (LCR) and a minimum Net 5.0 <o
Stable Funding Ratio (NSFR). As of 31st ’
December 2024, HNB's LCR (All Currency) 0.0 00
and NSFR stood at 331.5% and 161.2%, 2020 2021 2022 2023 2024 2020 2021 2022 2023 2024
respectively, comfortably exceeding the
regulatory minimum requirement of 100% HNB Voting and Non - Voting
for each. Share Price Movement
Rs
Performance of the HNB Share 350.00
The HNB share was heavily traded 300.00
throughout 2024, with the voting share price
fluctuating between a low of Rs 151.00 and a 250.00
high of Rs 324.00 during the year, while the
non-voting share traded between Rs 127.00 200.00
and Rs 264.50. With a Market Capitalisation 150.00
value of Rs 145.8 Bn in terms of voting
shares as at 31st December 2024, HNB 100.00
remains within the top 10 largest entities
based on market capitalisation the Colombo >0.00 < < < < < < < < < < < <t
Stock Exchange. ‘Eg‘gf_ T (;(;,'(S_NU T
SP=8253280248
4 )
The Government of Sri Lanka suspended the servicing of external public debts w.e.f. 12th April 2022. After an extensive
debt restructuring process, in November 2024, the Government of Sri Lanka announced the launch of Sri Lanka
International Sovereign Bond (SLISB) Exchange, and the Bank opted for the “Local Bond Option”. SLISB exchange was
successfully completed in December 2024, whereby 30.0% of the Bank’s SLISB exposure was exchanged to LKR bonds
and the remaining 70.0% to USD Step Up Bonds. Further, the Past Due Interest (PDI) was settled in the form of PDI bonds
denominated in USD. With the completion of SLISB restructure, the Bank reversed Rs 91.6 Bn of Impairment Provisions
recognised on SLISBs in the prior years, amounting to 52.0% outstanding exposure, while a net derecognition loss of Rs
49.5 Bn reflecting the short fall between present value of future cash flows from the newly recognised instruments and the
carrying value of previously held SLISBs has been recognised in the Income Statement under total operating income. This
loss consisted of both the impact of haircut on the previously held SLISBs and the day one loss on new instruments. As a
result of this restructure profit before tax increased by Rs 38.0 Bn. With the reversal of previously recognised impairment
provisions, the related net deferred tax asset of Rs 27.0 Bn has been charged to the Income Statement. Accordingly, the
total impact on profit after tax was Rs 11.8 Bn.
- /
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FINANCIAL CAPITAL
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A SEGMENTAL REVIEW

Segmental NIl Contribution
% 2024

® Wholesale Treasury
® Retail Property Development
® SME ® Insurance
@ Micro NBFI
Segmental Assets
% 2024
3
13
‘ 29
1
41 2023
4
14
2 9
® Wholesale Treasury
® Retail Property Development
® SME ® Insurance
@ Micro NBFI
Overview of Segments

Liabilities (Rs Bn)

1,300
1,100
900
700
500

300 .

100

Segmental Non Interest Income
Contribution

Rs Bn
60
40
B .
0
-20
-40
-60
2023 2024
® Net Insurance Premium Income
@ Net Fee and Commission Income

® Net Gains Arising on Derecognition
of Financial Assets

® Net Other Operating Income

Treasury has the largest portfolio of
assets amounting to 40.8% of the
Group's assets

Wholesale Banking is the second
largest accounting for 28.5% of assets

Retail Banking accounts for the highest
proportion of liabilities due to its
strong deposit mobilisation activities

(200) (100) 200

(300)

® Wholesale ® Retall

Other subsidiaries

400

® SME and Micro
@ NBFI

600 8 1,000

Assets (Rs Bn)

@ Treasury Insurance

%

Segmental NOI Contribution

% 2024
3.7
15
4
1 1
P 2
18 2023
1 49,
¥ 10
1
® Wholesale Treasury
® Retail Property Development

® SME @ Insurance
@ Micro NBFI
Segmental Liabilities

® Wholesale Treasury

® Retail Property Development
® SME ® Insurance

@ Micro NBFI

This graph highlights the
contribution made to Net
Operating Income by

each business segment

in relation to the funds
mobilised to finance the
activities of the Group
(liabilities) and allocation of
funds among the segments.
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ANALYSIS OF GROUP PERFORMANCE

Group PAT Average Equity
Rs Bn Rs Rs Bn Rs
50 80.00 300 500
4 1000 240 400
60.00
30 50.00 180 300
P 40.00 o B B B B BI. ——§
. 20 3000 120 200
10 20.00 60 100
10.00
0 0.00 0 0
2020 2021 2022 2023 2024 2020 2021 2022 2023 2024
® Group PAT ® Average Equity
§ ~o- EPS (RHS) ~o- Net Assets Per Share (RHS)
o o
Risk Weighted Assets Return on Equity/ Return on
Rs Bn 9 Core Capital
%
1,200 250
1,000
200
800 The breakdown of ROE 150
600 enables identification of the
400 reasons for its movement. 100
200 5.0
0

2020 2021 2022 2023 2024
® Risk Weighted Assets

Return on Risk Weighted Assets Core Capital Ratio
5% 25%
4.0 200
3.0 15.0
1.0 5.0

2020 2021 2022 2023 2024
® Return on Risk Weighted Assets

0.0
2020 2021 2022 2023 2024
® Return on Equity
® Return on Core Capital

0.0
2020 2021 2022 2023 2024

® Core Capital Ratio

FUTURE PLANS

Lending to key
segments of the
economy

Overseas

expansion

Enhancing

infrastructure
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DIGITAL CAPITAL

HNB'’s Digital Capital, which includes advanced
back-end infrastructure, tools, and front-end
interfaces, creates a 360-degree ecosystem that
fully supports the Bank in achieving its strategic
growth objectives. It also helps build long-term
resilience, keeping the Bank at the forefront of
the local banking industry, while ensuring that
stakeholder deliverables are met.

A RISK ~N e OPPORTUNITIES o

Cyber threats in the form of‘cyberattacks, Drive customer digital adoption to enhance
including data breaches, phishing, ransomware the overall banking experience
attacks

. Develop and launch innovative and low-cost
Complex and fast evolving regulatory landscape digital products to gain first-mover advantage

including laws on data privacy, anti-money in new and emerging customer segments
laundering (AML) etc.

/ o
L J
10
MATERIAL MATTERS
Customer Experience | Brand and Reputation
Artificial Intelligence, Technology, Data Security and Future Readiness | Innovation

a8, NS

MANAGEMENT APPROACH

security architecture, to transform the Bank’s digital core to deliver seamless, secure, and innovative solutions that
elevate the customers’ banking journey, while driving internal efficiency, resilience, and sustained long-term growth in a

Re oJ

Underpinned by HNB's vision to be the best digital bank in Sri Lanka, the Bank’s digital transformation strategy sets the

foundation for building a robust and legally compliant digital ecosystem, supported by a stable information and network
rapidly evolving local banking industry landscape

N

VERNANCE
s GO (ot
COMPLIANCE VOLUNTARY BEST PRACTICES POLICIES INTERNAL MANDATES
Central Bank of Sri Lanka’s (CBSL) : ISO/IEC 27001:2022 Information : Information Security Policy Digital Vision
Technology Risk Management Security Standard

and Resilience Guidelines Cybersecurity Policy Digital Strategy Budget

NIST Cybersecurity Framework TR Poli
Personal Data Protection Act, No SCOVENANCIEY]

9 of 2022 (PDPA) IT Service Management Policy
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@l; Value Creation Scorecard 2024

KEY ACTIONS

Key Highlights for 2024

E » Launch of the HNB Self Onboarding platform
G K

»

ISO/IEC 27001:2022 Certification

Implementation of HNB Self ; Trilingual
Onboarding platform mobile app

»

Improved alignment with the Personal Data
Protection Act (PDPA)

»

Rs 896.4 Mn invested in strengthening IT

2-2 infrastructure
© | 7y
OUTPUTS FOR HNB & IMPACT ON OTHER CAPITALS

Data free access to Introduction of new corporate
el el E il g liaitertn {14 Increased revenue driven by the exponential
,,,,, growth in digital channel adoption by =
customers
~ Digital Revenue ——— Digital Transactions ——— . )
Rs Mn (Mobile and Internet Banking) Strong digital footprint complements the o
1500 l\étémber of Transactions (Mn) Bank’s physical presence
1,200 0 Reliable and resilient digital infrastructure N
that provides a strong competitive edge L4
X 30 over immediate peers
e 20 Strong information security posture to
300 safeguard against cyberattacks, helps build :9:
e customer trust and loyalty
0
2020 2021 2022 2023 2024 2020 2021 2022 2023 2024
Stakeholder Outcomes ‘ 2024 ‘ 2023
Digital Innovation No of digital channels 5 5 ©

available for retail customers
Over the past decade, HNB has made remarkable strides in its

digital journey. Driven by substantial investments in cutting-edge Data Privacy Breaches ZERO | ZERO e
technologies, HNB has been delivering transformational digital
banking solutions that have continued to redefine the banking
experience for its customers. Today, HNB is recognised as the leading
digital innovator with its ever-expanding suite of digital channels that
are setting new benchmarks for the local banking industry.

In 2024, the Bank further consolidated its digital superiority with the
launch of several groundbreaking interfaces to further elevate the
customer. Key among them was the HNB Self Onboarding Platform
that represents a paradigm shift in how customers perceive and
access banking services.
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DIGITAL CAPITAL

HNB'’s Digital Footprint Serving all Stakeholders of the Bank

|é For Retail Customers —
» Digital Banking - (App / Web)

» SOLO - digital wallet
» Digital Onboarding

HNB l Digital Banking

-

J

SOLO

gz For Employees A
» E-learning platform — Talent
Space

» Human Resource Management
System - Talent Edge

» Online portal on products and
services — knowledge hub

» Training through virtual
channels

» Connecting the HNB family
through HatnaNet

» Automated processes

HN E I Tallar!t_ SFFIGE

HNE I Terlent

- /

P

¥\ For Business Customers N

» Transaction Banking - HNB TxB

» Payment platforms
- IPG, SOLO, MoMo

» Connecting markets through
partnerships with Appigo,
Cord360 etc

» ERP solutions

HNB l TxB

nnnnnnnnnnnnnnnnnnnnn

HNB l MOMO

- )

ﬁﬂ For Investors, Regulators ————
& the Community

» Corporate website -
www.hnb.net

» Social Media handles -

Fb, X, LinkedIn, TikTok,
Youtube, Whatsapp Channel,
Instagram

» www.getsolo.lk

IT Infrastructure

To support the rapid Bank-wide digital adoption, a comprehensive infrastructure roadmap
has been established to ensure minimal downtime for all critical IT systems and applications.

Further taking into account the need for increased scalability in tandem with business

growth while reducing energy loads attributed to high capacity IT hardware, HNB continues

to invest in cutting edge cloud technologies that facilitate auto re-calibration based on

the user demand with no additional demands on energy, thus supporting the Bank's green

initiatives.

In 2024, several major projects were
undertaken as part of the Bank's strategic
thrust to modernise its IT infrastructure

to accommodate the rapid increase in
customers using HNB's digital channels.
Against the backdrop of enhanced digital
traffic across all platforms including
Online Banking and Transaction Banking
platforms, IT infrastructure modernisation
was done using the latest rapid system
deployment methodologies equipped with
advanced rescaling capabilities to handle
peak time volumes, without compromising
performance.

Enhanced APl integrations to connect the
Bank's systems directly to customers’ ERP
platforms through host-to-host integration,
thus eliminating manual interventions and
enabling corporate clients to directly
access banking services with greater ease
and efficiency.

As part of the overall approach to improve
IT infrastructure resilience, the Bank’s legacy
servers were replaced with new state-of-
the-art energy-efficient servers to reduce
power consumption and minimise its carbon
footprint.
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HNB exemplifies its status as the leading innovator in the local banking industry in 2024

/

HNB unveils the most advanced
digital Self-Onboarding platform in the market

HNB Self Onboarding is a transformative digital banking solution empowering
prospective customers to safely and securely begin their banking journey on their
own terms from anywhere at any time. The fact that the entire account opening
process can be completed online through the platform without the need for any in-
person visits to a bank branch, marks a significant step towards enhancing customer
convenience for the banking clientele of Sri Lanka.

Designed in-house in compliance with Central Bank of Sri Lanka guidelines and
developed in partnership with MilleniumIT ESP, the HNB Self Onboarding platform
is simple, robust, reliable and secure offering users a seamless and limitless banking
experience, while upholding all necessary security and compliance protocols.

-

\

J

-
HNB takes a quantum leap in delivering a transformational banking
experience through data free access across an omni-channel environment
for the first time in the history of the local banking industry

On 4th February in 2024, HNB announced the launch of its pioneering Data
Freedom initiative offering the Bank's digital users toll-free access to its digital
banking platforms, thus paving the way for a more accessible and inclusive banking
experience.

A collaboration with SLT Mobitel and a first in Sri Lanka’s banking history, the

Data Freedom initiative offers users seamless access to HNB's entire digital suite
encompassing the Digital Banking app, Digital Banking website, SOLO app, SOLO
Merchant app, SOLO Merchant website, SOLO website, and the HNB Corporate
Website without incurring any data charges. The groundbreaking move reflects the
Bank’s commitment to leverage technology to drive positive change and empower
customers to experience a new high in banking convenience.

-

~

/

' HNB MOMO payment solution receives a significant enhancement

The HNB MOMO payment solution was upgraded in 2024, with the introduction
of the mini POS (point-of-sale) device, PAX D188 - compatible with range of digital
payment acceptances.

The new device - a modern and versatile MiniPOS is equipped with an integrated
QR code camera to facilitate contactless payments and QR payments in addition
to traditional payment methods. The portability of the device also offers greater
flexibility to allow merchants to accept payments conveniently from any location.
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Information Security and Data
Privacy

We understand that encouraging our
customers to advance their digital banking
journey with HNB, rests largely on our
ability to protect their digital safety. Hence,
Information Security and Data Privacy
continues to be paramount among HNB's
operational priorities. Recognising the ever-
evolving landscape of cyber threats and the
critical importance of data protection, we
made significant strides in 2024 to further
enhance our security framework and ensure
robust cyber resilience.

Key achievements for the year include:

® Cybersecurity Tabletop Exercise: An
awareness and capacity building initiative
for HNB's top corporate management.
This exercise was carried out by
simulating potential cyber threats to
test the Bank’s response strategies for
safeguarding customers' data.

e Data Sharing Agreements: A range
of data sharing agreements were
established between Group companies,
clearly outlining the responsibilities and
obligations of each entity in handling
personal data. This initiative aims to
ensure data is shared securely and in
full compliance with the Personal Data
Protection Act (PDPA) of Sri Lanka.

e SO 27001 Certification: In line with the
successful renewal of HNB's SO 27001
Information Security Management
certification under the latest 1SO/

IEC 27001:2022 standard, the Bank’s
information security measures were
significantly strengthened. This includes
ongoing risk assessments, continuous
monitoring procedures, and updated
incident response plans to meet the
stringent requirements of the standard.

e Digital Channel Security: We have
significantly enhanced the security
posture of all our digital channels with
the implementation of advanced security
protocols and continuous monitoring to
detect and mitigate potential threats,
thus assuring the transactional safety
across HNB's digital channel suite.
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DIGITAL CAPITAL

® SO 27701 Implementation: As part of
the commitment to data privacy, HNB
initiated the implementation of the ISO
27701 Privacy Information Management
System to ensure the Bank's data privacy
practices are aligned with international
standards. This project also serves as
a key driver in supporting the Bank’s
compliance with the PDPA.

* Regulatory Compliance: HNB remained
fully compliant with all technology
risk-related statutory and regulatory
requirements.

e Payment Card Industry Data Security
Standard (PCI DSS) Compliance:
The Bank embarked on a project to
achieve PCI DSS compliance, further
strengthening the security of payment
card transactions, and protecting
customers’ sensitive information.

® Phishing Simulation Exercises: To
increase awareness among our staff
members, we implemented monthly
phishing simulation exercises. These
exercises help our employees recognise
and respond to phishing attempts,
thereby significantly reducing the impact
of such attacks.

e Cybersecurity and Data Privacy
Training Academy: Launch of a new
world class online interactive training
module focused on cybersecurity and
data privacy. This module, rolled out
via the Bank’s cloud-based Learning
Management System (LMS), provides
our employees with the knowledge and
skills needed to safeguard customer
information and stay ahead of emerging
threats.

¢ Vulnerability and Penetration Testing
(VAPT): Our commitment to continuous
security assurance is demonstrated
through proactive VAPT to identify and
address potential vulnerabilities before
they can be exploited.

HATTON NATIONAL BANK PLC |

Digitisation and Automation

HNB's rationale for digitising and automating its backend system architecture is based on
the premise that automation reduces manual errors, drives resource efficiency, and enables
real-time data processing to speed up transaction times, thereby supporting innovation and

business expansion.

Digitisation and Back-end Process Automation Initiatives for 2024

KEY CONCERNS

HNB'S RESPONSE

Tracking mechanism for
customer requests and
complaints

Implemented the CRM workflow tool across the branch network

Complex and time
consuming manual work
impacting productivity
and effectiveness

As a continuation of its Robotic Process Automation (RPA)
implementation journey, for improved customer experience,
technology enablement, compliance and exponential efficiency
gains. RPA was implemented at the Centralised Trade
Processing Department for the export bill realisation process
and automation of the last leg of the insurance renewal process.
The processes have witnessed significant improvement in the
productivity levels and turnaround times

HNB is also in the process of completing RPA implementations
for Margin Trading and retail clients
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Business Analytics Tools

The Bank has achieved remarkable progress
by leveraging data retrieval, visualisation
and machine learning tools. These
innovations have enabled the creation of
detailed descriptive models that provide
deep insights into customer behaviour and
performance across various segments,
regions, and branches.

FUTURE PLANS

Strengthen
system stability
by upgrading
infrastructure
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information
security through
ISO certifications

investments

Moreover, predictive modelling has been
instrumental in identifying cross-selling
opportunities and predicting potential loan
defaults and enhancing the Bank’s strategic
planning capabilities. Additionally, the
generation of insightful reports has driven
key initiatives aimed at increasing CASA,
fixed deposits, and digital performance,
among others.

Bolster

and new

I

<=1

Launch innovative
digital solutions to
provide convenience to
customers.

Collectively, these efforts have fostered

a culture of data-driven decision-making
to facilitate more effective responses to
evolving customer needs. Other notable
benefits include significant cost savings,
improved data security, and increased
capacity to handle larger data volumes,
while contributing towards supporting the
Bank's strategic ambitions.

I1SO/

IEC 20000 is
an international
standard for
IT service
management
(ITSM)
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HUMAN CAPITAL

Our strength as a service organisation lies in our
Human Capital, which we fondly refer to as the
"HATNA Family.” With a united vision, the 5,577
dedicated individuals of the HATNA Family form
the backbone of HNB's success, resilience, and
continued growth. They are the true foundation
of our business operations.

OPPORTUNITIES

A RISK

Employee Well-being |

MATERIAL MATTERS

Talent Attraction |

N
Staff attrition due to the highly competitive nature of Strengthen employer branding to attract best in-class talent
the local banking industry Recalibrate remuneration structures to stay ahead of the
Difficulty in retaining key skills owing to brain drain market
and loss of talent to overseas employment Invest in building internal training capabilities to further
enhance our environment for continuous learning and
growth
AN
T J
1

Development and Retention

T

MANAGEMENT APPROACH

S

HNB's approach to managing Human Capital is designed to build an empowered and agile workforce with the commitment
and drive to adapt to evolving challenges and achieve organisational goals in order to ensure HNB remains at the forefront
of innovation and service excellence within the local banking sector. Our goal is to build a unified team to work cohesively
towards delivering HNB's vision for the future and in doing so, shares in the Bank’s success over time.

N

e GOVERNANCE
COMPLIANCE VOLUNTARY BEST PRACTICES POLICIES INTERNAL MANDATES
Shop and Office Employees ' UNGC Principle 3: Human rights and ethical » Code of Ethics
Act freedom of association and the business practices » Employee Handbook
ffecti ition of the righ
EPF Act eftective .recogmtlc‘m. ofthe right Safe place to work » Green Pledge
to collective bargaining;
ETF Act Talent t polici HATNA Family VALUES
¢ UNGC Principle 4: elimination of ISR IEDEEEE [PREES Leading with Courage
»
Payment of Gratuities Act all forms of forced and compulsory ' Industrial relations 9 9
labour; ‘ ) ) » Commitment
Diversity and equity Teamwork
»
UNGC Principle 5: effective Disciolinary action
abolition of child labour; P y » Excellence
Gri .
UNGC Principle 6: elimination rievances HATNA Family PERSONALITIES
of discrimination in respect of » Curious
employment and occupation » Inventive
» Spirited
.
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Key Highlights for 2024
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@lt Value Creation Scorecard 2024
KEY ACTIONS

» Launch of the INSPIRE outreach initiative for the entry

level recruitment

» Rs 114.8 Mn invested in Training

» Focus on building the internal faculty of trainers Subject

Matter Experts (SME)
» Launch of the Strategic Human Capital Project

» Launch of RISE - an initiative to promote career
progression

OUTPUTS FOR HNB & IMPACT ON OTHER CAPITALS

x

Staff attrition rate - 7.3% (8.1%-2023)

z

Retention rate among senior management - 96%

<

Females in leadership roles - 253

x

Internal trainer pool - 124

Employee Satisfaction - 67% (GPTW score)

Improved employee productivity leading to greater
cost efficiencies

High degree of employee satisfaction enhances
HNB's reputation as an employer of choice

Ability to retain employees enhances customer trust

High functioning employees have the capacity to
multi-task, in turn leading to optimal asset utilisation

Stakeholder Outcomes ‘ 2024 ‘ 2023
Total monetary benefits paid

to employees (Rs. Bn) 21.2 169
Total number of new recruits 768 | 1,146
Total number of promotions 634 788
Incidents of discrimination ZERO | ZERO

288

0 & GO
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HUMAN CAPITAL

Efficient Recruitment

Although staff attrition is an inherent
challenge in the local banking industry, HNB
was able to reduce attrition to 7.3% in 2024
from 8.1% in 2023. Efficient recruitment

is seen as a key strategic imperative.
Recruitment at HNB is undertaken with

the objective of attracting the best-fit
candidates who demonstrate a strong
commitment to the Bank's vision and core
values. A pre-approved manpower plan
serves as the basis of ensuring recruitment
is efficient and consistent with the Bank's
objectives.

We promote fair and equitable recruitment
by ensuring both internal and external
applicants are considered equally with
candidates selected only on merit

and suitability for the job role as per
predetermined criteria. Special care is also
taken to verify the age of all applicants
with strict protocols in place to confirm

if all new recruits are within the legal age
for employment, thus guaranteeing HNB's
operations are not at risk for child labour.

In 2024, the scope of the existing
recruitment programme was significantly
strengthened with the launch of INSPIRE

- atargeted outreach initiative to gain
access to a wider talent pool to fulfil entry
level recruitment needs. Designed to raise
awareness regarding the skills required

to explore the wide range of career
pathways available in the banking industry,
the INSPIRE Programme was rolled out
across several schools, universities and
educational institutions across the Country.
To complement these efforts, the financial
literacy programmes for students were also
significantly accelerated, with the inclusion
of additional workshops to emphasise the
role of banks in the transition to a cashless
society and highlight their contribution to
the digital economy.

At the same time, we began actively
leveraging the LinkedIn platform for
recruitment of professional talent for
executive grades.

To further streamline the recruitment
process, a new digital portal was

~ Turnover by Region
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implemented to facilitate online submission
of applications and enable online
assessments to be conducted for entry
levels. As part of the overall efforts to
transform our recruitment model on par
with global standards, HNB partnered with
an independent third-party specialist to
introduce a formal assessment centre for
management trainees.

A total of 768 new employees were
recruited in 2024. All employees, including
executive grades were recruited locally from
Sri Lanka.

Recruitment and Turnover by Grade

Recruitment | Turnover
by grade

Corporate 3 5
Management
Senior 7 8
Management
Management 6 16
Executive 20 50
Junior Executive 7 84
Associate 405 177
Secretary - 15
Non-Clerical - 13
FTC 320 315
Total 768 683
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Employee Experience

Onboarding

At HNB, onboarding is seen as an
opportunity to build the foundation for
strong relationships and create a positive
experience right from the start of the
journey of the employees with the Bank.

Our structured onboarding process
ensures that employees feel welcomed,
supported, and empowered from day

one. The onboarding process includes a
comprehensive 5-day mandatory induction
for all new recruits at the entry level. The
programme provides in-depth training

on our values, operational processes and
products, complemented by interactive
sessions to foster engagement and
collaboration among new hires and

is designed to enable new recruits to
seamlessly transition into their roles,
allowing them to be mobilised productively
as early as possible.

A notable feature of the new onboarding
programme are the regular refresher
workshops conducted at 3-month intervals,
spanning a period of 12 to 18 months. These
refresher sessions are tailored to reinforce
key concepts, address evolving challenges,
and ensure that employees remain aligned
with the Bank’s goals and expectations.

This phased approach seeks not only to
enhance skill development, but also foster
continuous engagement and learning,
thereby contributing to long-term employee
success, satisfaction and retention.

Remuneration and Benefits

As a top-tier bank in Sri Lanka, HNB strives
to set the industry standard for fair and
equitable remuneration and benefits for all
employee categories. Regular salary reviews
are carried out as part of the commitment to
continuous improvement of salary structures
to reflect industry standards. Further as an
equal opportunity employer, we ensure no
gender pay gap exists as males and females
performing similar roles, either at entry level
positions or across the Group's hierarchy,
are remunerated equally.

In the year under review, HNB sought the
services of two global consultants as part

HATTON NATIONAL BANK PLC |
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of a planned deep dive into the existing

job roles and pay structures in order to
improve the correlation between the

two, as well as to bring more clarity and
transparency across salary scales. The result
was the launch of the Strategic Human
Capital Project in May 2024. By far the most
comprehensive salary restructuring exercise
undertaken by HNB in over a decade,

the Strategic Human Capital Project
encapsulates detailed job descriptions
across all employee categories along with
associated remuneration and benefits and
guidelines for performance valuations

and promotions. By integrating detailed
job descriptions with clear guidelines

for performance appraisals, promotions,
and benefits, the project represents a

new transformative approach in how
employees are compensated and evaluated
at HNB underpinned by the principles

of meritocracy and accountability. It is
anticipated that this approach would help
to elevate HNB'’s remuneration structures
above market standards, enabling the Bank
to attract top talent, reduce attrition and
minimise the brain drain.

-

-

~
Standard Benefits provided to all employees
e Salary ® Rewards and recognition programmes
¢ Allowances e Library facilities
e Bonus e Staff loans
* Opportunities for career advancement e Surgical and Hospitalisation cover
and growth e Critical illness cover
* Opportunities for learning and e HNB Wellness Center
de.velopment ] * Mobile Medical Camps
* Relmbursgment Of costs to acquire e Recognition and reward for tenured
core banking qualifications and
. staff (25 years)
payment of honorarium on successful ’ )
completion e Accommodation for staff working
outstation
%
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HUMAN CAPITAL

Maternity Leave 2024 | 2023
In compliance with the Shop and Office Employees Act of 1954, female

employees are entitled to 84 days paid maternity leave, post-delivery as

well as two-hour nursing time till the child reaches one year of age

Maternity leave availed during the year 65 60
Returned to work during the year after obtaining maternity leave during the 17 57
previous year

Resignations during the year after obtaining maternity leave during the 0 0
previous year

Diversity and Inclusion

HNB is deeply committed to fostering a
workplace culture rooted in diversity and
inclusion. As a non-discriminatory and equal
opportunity employer, the bank actively
champions the values of equality and
fairness, ensuring that all employees are
provided with equal opportunities to grow
and thrive.

Gender balance within the HNB cadre
stands at a healthy 55:45 (Male to female
ratio), a testament to the consistent

Gender Profile by Grade

efforts over the years to increase female
participation in the workforce. Ongoing
emphasis on recruiting females saw

17 females recruited into the Bank’s
Management Trainee programme out of

a total of 29 - the highest number to date.
Similarly, HNB's internship programme
attracted 116 females in 2024 - the highest
number recorded since the commencement
of the programme.

By category Male Female | % of Female

Employees
Corporate Management 22 4 15%
Senior Management 74 17 19%
Management 175 68 28%
Executive & allied 489 174 26%
Junior Executive & allied 743 501 40%
Bank Associate & allied 1,428 1,762 55%
Support Staff 120 - 0%
Total 3,051 2,526 45%
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Human Rights

HNB is committed to upholding human
rights as a core principle of its operations,
underscoring its commitment to support
the creation of a just and equitable

society. The Bank strictly adheres to
international human rights standards and
local labour laws to support a workplace
free from discrimination, harassment, and
exploitation. Accordingly, HNB does not
accept or condone any aspect of forced or
compulsory labour, reaffirming the premise
that employees have the right to choose to
work at their own discretion and are free to
leave, subject to the conditions indicated in
their employment contracts.

HNB's operations are not at risk for forced
or compulsory labour. No incidents of
discrimination were reported in the current
year.

Performance Management

Performance management is a vital tool for
building a high-functioning workforce to
support a large bank like HNB. We currently
have a two-tiered approach to performance
management. The performance of
executives is assessed through a structured
mechanism involving setting clear
expectations, ongoing monitoring, and
providing constructive feedback, followed
by a formal annual performance appraisal
for the determination of bonuses and
increments.

Until 2024, only the performance of

senior executives (approximately 18% of
the total cadre) was evaluated through

a performance-based mechanism, while
the remaining employees received fixed
bonus entitlements as outlined in the
collective bargaining agreement. However,
the revamp of job descriptions under the
Strategic Human Capital Project paved the
way for the Bank to successfully negotiate
with unions to include the junior executive
category under the performance evaluation
framework, bringing the total employees
eligible for performance based rewards

to 40% for 2024 - signalling a landmark
achievement in the effort to embed a
performance-driven culture across its
workforce.
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Employee Relations and
Grievance Management

HNB has always prioritised open
communication as the basis for earning
the trust and respect of employees and
creating a harmonious work environment.
Managers at all levels are encouraged to
foster good relations with their respective
team members through regular meetings
and team briefing sessions, while the
Bank’s open-door policy is designed to
empower employees to reach out freely
to members of the senior management.
Significant changes are communicated
top down through OneHNB - the internal

communication platform and digital media.

Moreover, with over 50% of the cadre
represented by collective bargaining
agreements with 2 unions, we have sought
to build cordial, and mutually beneficial
working relationships with trade unions.

Regular meetings with union representatives

are an important part of HNB’s employee
relations framework.

o) Human Capital Business Partners

In the current financial year, the collective
bargaining agreement was renewed for a
further period of 3 years based on mutual
agreement of all terms and conditions,
including revisions to salary, annual bonuses
and other benefits. Hence HNB's operations
are not at risk for freedom of association or
collective bargaining.

We believe that addressing concerns
promptly and fairly, in turn empowers
employees to voice their concerns without
fear of retaliation, contributing to better
workplace harmony. For that reason, a
well-structured grievance process is in
place to ensure that employee concerns
are addressed promptly, fairly, and
transparently, ensuring that potential issues
are resolved without an adverse impact

on morale or productivity. This process
includes a range of channels for employees
to escalate issues and is supported by a
clearly documented grievance resolution
procedure.

Engages with employees on a one-to-one basis and supports the

implementation of personal development plans

o Chief Human Resources Officer (CHRO)

Engages with employees regularly on a one-to-one basis

O | Chief Employee Experience Officer (CEEO)

A Corporate Management member functioning

independently and working together with the Human

. . ¥ K .
L_lstenlng | Capital team to address employee grievances
o
/
Employees o Whistle-blowing policy
Allows employees to directly address concerns with a
member of the Board
-
o Employee engagement surveys
Enables the Bank to understand the needs of its staff, address
concerns and create a more positive work environment
% Participation in the strategic planning process

All employees are encouraged to provide their ideas, suggestions for innovations/

strategies through the “Idea Box" in the Bank’s Learning Management System (LMS)

Senior Executive employees are involved in the strategic planning process
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Key Areas covered under the
Collective Bargaining Agreement

a) Date of operations and duration
b) Salaries and allowances

c) Grading criteria of the staff
covered by the Collective
agreement

d) Terminal Benefits

e) Medical Benefits

f) Leave entitlements
g) Trade Union activities

h) Employee suspension and
disciplinary procedures

o

~

/

' Measuring Employee Satisfaction

HNB participates annually in the
Great place to Work (GPTW) survey
carried out by GPTW - Sri Lanka.
Based on the findings of this latest
survey, a 67% overall employee
satisfaction score was noted

Apart from the annual GPTW
survey, employee satisfaction is also
measured via the CSAT model—a
peer- to-peer review conducted
internally across the business
verticals to gauge the service levels
of enabling, support and control
functions of the Bank.

\
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Employee Growth

Learning and Development

HNB's training approach is aimed

at delivering high quality learning
opportunities to enable employees to
sharpen their skill set in order to support
the Bank’s objectives and achieve personal
growth aspirations. The Bank-wide training
need analysis, which is arrived at based on
the outcomes from performance appraisals
or through recommendations made by
department heads based on identified skill
gaps, serves as the basis for developing
specialised content to address targeted
training needs. All training content is
developed and vetted by the Bank’s
Content Governance Council which consists
of cross functional teams of Subject Matter
Experts representing key verticals across
the organisation. Further the Talent Centre
employs a scientific methodology to design
training programmes, aligning with globally
recognised principles of Instructional
Design set forth by the Society for Human
Resource Management (SHRM).

TRAINING RECORD FOR 2024

Rs 1(1 4.8 Mn

+35%)
Investment in training
and development 1 56,708

Total training

hours

26

Average training hours

per employee

b |
¢
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Training is delivered through a blended
learning approach combining classroom and
on-the-job training along with online tools
and further supported by coaching and
mentoring for optimal outcomes.

Understanding the importance of
continuous training, HNB has, over the
years, invested substantial resources to
build robust internal training resources,
including a state-of-the-art training facility
at the Bank’s Head Office and dedicated
training spaces across all regional offices.

In 2023, the Bank commenced a landmark
project to certify the internal training
faculty with the first batch of 32 certified
trainers graduating by the end of 2023. The
programme gathered further momentum

in 2024, with a specially curated train-
the-trainer course conducted to mould
participants into skilled trainers. The second
intake of 30, successfully completed the
4-week train-the-trainer course and course
and graduated as certified trainers in 2024.

TRAINING DELIVERY IN 2024

e Classroom and virtual training
- 434 programmes delivered
through class room learning

e E-learning (Talent space platform)
- 92,636 online engagements
including courses and quizzes

* Structured leadership training
programmes - 507 employees
participated in 7 programmes

* Role based training - designed for
front line staff for certification

e 'Committed to serve’ campaign
-Service excellence related training

e External training - 743 employees
participated in 204 programmes
locally and overseas

N

The Bank’s cloud-based E-Learning
System, which has been in place since
2015, also continues to play an increasingly
important role in the delivery of training.
The flexibility of the system in offering
on-demand training accessible through
any digital device, has seen a majority of
the standard training programmes, such
as teller operations, account opening and
clearing, ethics in banking, cybersecurity,
AML compliance being delivered through
this medium. Competency training for
entry level staff and various certifications
for officers are also delivered through this
platform.

External training workshops and seminars,
both local and overseas, are an important
part of the overall blended learning
approach for our employees.

TRAINING FOCUS IN 2024

Business Sustainability
185 programmes | 6,619 participants

People development
291 programmes | 4,896 participants

Technology enablement
53 programmes | 1,648 participants

Business growth
155 programmes | 3,533 participants

Improve customer
experience and productivity
42 programmes | 2,274 participants
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Structured Leadership programmes

programme - Target Group Number of
Participants
Aspire - Executives/ Managers 40
Impact — Executives/ Managers 33
Leading People - Task or Transformation (Senior Management) 33
Business Excellence Masterclass for Senior Management 10
Management Trainees 30
Orientation programmes (new promotees First Time managers level 1 and 2) 296
Problem Solving & Leading and Managing Teams for First Time Managers 65
Total 507

Another notable initiative launched in 2024
was the Aspire Leadership Development
programme for Executives/ Managers with
the first batch of 40 candidates selected
following a rigorous screening process. The
first phase of the programme consisted of a
self learning certification on business agility
in partnership with a renowned international
training organisation.

Other ongoing initiatives such as the
HNB Impact programme also continued.
The HNB Impact programme - a certified
course for Executives/ Managers is an
important development initiative for the
Bank to enhance performance in the current
role. The programme, now in its 5th year
of operation, saw its latest batch of 32
managers being certified in 2024. The
Bank’s Management Trainee Programme
saw 12 external recruits being onboarded
in 2024.

Career Mobility
Career mobility at HNB is based on offering
employees robust career pathways to
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grow and thrive within the Bank. The

Bank promotes employee career mobility
through a well-defined approach to support
promotions, job-rotations and cross-
functional exposure that allows employees
to take on additional responsibilities and
acquire new skills. Career progression

is further supported by performance-

based evaluations, mentoring, coaching,
and leadership training initiatives to help

employees accelerate their career trajectory.

The 2024 promotion cycle witnessed a
significant number of junior executive and
executive promotions (1st and 2nd level
promotions). To support the unsuccessful
candidates, a special programme was
introduced to help employees stay
focused on achieving their career goals.
The programme, titled “RISE” (Resilience,
Insights, Strive, Elevate), was designed to
motivate these unsuccessful candidates
and reshape their mindset with the tools
and strategies needed to better prepare for
success in the next promotion cycle.

<=1
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HNB partners with the Institute
of Bankers of Sri Lanka (IBSL)
to launch the customised
Microfinance IBSL Diploma
Programme

The launch of the Microfinance
Diploma Programme underscores
HNB's commitment to professional
development and excellence.

The Diploma in Microfinance is

a comprehensive programme
covering key areas such as financial
inclusion, risk management,
customer relationship management,
and the application of technology
in Microfinance. The programme

is delivered through a blend of
theoretical learning and hands-on
experience, preparing participants
for leadership roles within the
Microfinance sector.

This Diploma, which sets a new
benchmark for professional
education in the financial sector,

is designed to open new career
pathways for employees. The move
also aligns seamlessly with the Bank’s
strategic focus on expanding its
footprint in the Microfinance sector,
thereby opening up opportunities for
employees to enhance their career
prospects in tandem to the Bank's
evolving objectives.




HUMAN CAPITAL

Safety and Well-being

Although as a Bank, HNB employees are
not at risk for any occupational health
conditions, workplace safety remains a

key priority. In striving to create a safe
workplace environment for employees,

the Bank takes all possible precautions in
compliance with national safety regulations.
All mandatory safety equipment has been
installed at all physical locations of the Bank
for the safety of employees, customers,
visitors and any other third parties present
on the premises.

A dedicated Fire safety warden and floor-
level safety champions have been appointed
at the Bank’s Head Office, and tasked

with conducting safety risk assessments,
identifying safety hazards and investigating
incidents. At a regional level, trained first
aid teams have been established to act as
first responders in case of emergencies.

Additionally, all full-time employees are
entitled to life insurance and healthcare
benefits including reimbursement of
surgical and hospitalisation expenses for
self and family.

Safety awareness is a vital aspect of HNB's
commitment to workplace safety. Building
a strong safety culture begins from the
moment employees join the Bank, with

all new recruits undergoing mandatory
safety training as part of their induction
programme. In addition, regular refresher
sessions are conducted to reinforce safety
practices and encourage safety awareness
among employees.

Meanwhile ongoing efforts to promote
health and well-being included the

Mobile Medical Camps, Women'’s health
programmes, Diabetes awareness,
Mindfulness for Performance, Emotional
Intelligence, Stress, and Anger management
programmes, and First-aid application from
St. John's Ambulance Service.

In September 2024, HNB opened a
dedicated Wellness Centre at HNB Towers
in partnership with Lanka Hospitals, marking
a significant milestone in our efforts to
preserve employee well-being. This was
followed by doorstep medical checkups
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' HNB launches women's health programme for employees

HNB joined forces with CIC Holdings PLC to launch an innovative women's health
programme to enhance the well-being and productivity of its female employees.

This comprehensive wellness initiative, set to run for three years, will focus on a

wide range of women'’s health concerns, including non-communicable diseases,
menopause, nutrition, mental health, and infertility. The programme will be rolled out
across all HNB regional offices, with plans to conduct a minimum of one meeting per
month. Each quarter will focus on a specific health topic, ensuring comprehensive
coverage of women'’s health issues nationwide.

for all the regions in partnership with Lanka
Hospitals.

As a forward-thinking approach to further
strengthen overall Bank-wide safety
management, HNB commenced the process
of obtaining the 1SO:45000 Occupational
Health and Safety Standard. With work
ongoing, the Bank is targeting to obtain the
certification by end-2025.

No work-related injuries were reported in
2024.

e Conducted an Eye screening for the
Head office staff members along with
Vision Care.

e Conducted a Diabetic Awareness session
with the help of “Suwa Diviya Srilanka”.

=D

Breast Cancer Awareness session
conducted by Lanka Hospitals.

Conducted a Dental screening session
with “Danthaja”.

Conducted a Female Employee wellness
programme with “Sri Lanka Menopause
Association”.

Conducted Doorstep medical checkups
for HNB Tower staff members.

Initiated the Female wellness awareness
programme in the South Western Region
(SWR) region.
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Employee Engagement

HNB views employee engagement as a
key driver of employee growth because it
fosters a sense of belonging, motivation,
and purpose. We also believe engaged
employees are more likely to be more
invested in their contribution to the
Bank's success. Therefore, by creating
opportunities for meaningful engagement
HNB seeks to empower employees to
realise their full potential.

e Annual “Bakthi Geetha” at HNB Towers
was further expanded to a “Vesak
Kalapaya” with week-long activities
of sermons, meditation programme,
displaying of the HNB digital Pandol,
lantern competition for the staff and Dan
Sela for the public operated by the staff.

e 25 years' service recognition awards
ceremony for 195 staff members.

¢ Annual Christmas Carols conducted at
HNB Towers and a special Christmas

FUTURE PLANS

Well-defined
succession plan

carols programme to celebrate the
season with HNB Cards conducted at the
Havelock City Mall.

Sharing the spirit of Christmas at
Apeksha Hospital Maharagama, by
singing Carols and distributing gifts to
the children.

Annual Best Speaker contest was
conducted by HNB Toastmasters Club
for all 10 regions and Head Office
Departments. The Grand Finale saw 11
finalists in both Prepared and Impromptu
Speech Contests. The Prepared Speech
champion was also awarded the DTM K
Vasanthan Memorial Challenge Shield
programme.

Inter- Branch/ Department Quiz
competition, "Quiz Whiz"” was conducted
for all Regions and Head Office
Departments with the 11 Regional
Champions competing in the first ever
HNB Champion’s Quiz for a Challenge
Shield.

Increase
females in

for Corporate and
Senior Management
teams with focused
leadership grooming
initiatives.

Strengthen the mid-level

Leadership Pipeline and

groom the next level of
leaders.
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leadership from the
current ratio of 18%
to 30% by end of
2026.

Build a
dedicated

internal Faculty
for regional
training
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Renew
the train-
the-trainer
certification
every 3-years




SOCIAL AND RELATIONSHIP CAPITAL

Social and Relationship Capital serves as a vital
link between HNB and the communities it serves -
customers, suppliers and business partners as well
as the wider community. Strong ties with these
crucial stakeholders enhance the Bank’s resilience
and reinforces HNB's reputation as a trusted and
reliable financial institution.

A RISK N OPPORTUNITIES o

Reputational damage owing to the loss of
sensitive customer data due to cyberattacks

Threats due to competition

Lack of customer awareness on climate change
adaptations and digital transformation

Invest in digital tools to drive product innovation,
strengthen customer service and reduce cost to
serve

Leverage digital technology to develop low cost
solutions for the purpose of promoting financial
inclusion among underbanked and unbanked
populations

& 2N %

T

J

Inclusive Growth and Responsible Lending | Business Network Relationships

MATERIAL MATTERS

Customer Experience | Brand and Reputation

Artificial Intelligence, Technology, Data Security and Future Readiness Innovation

1!

Foy N4

MANAGEMENT APPROACH

providing the best possible outcomes for each stakeholder group, through three distinct pivots - making banking enjoyable
for the customer, being the preferred choice for suppliers and business partners, and building empowered communities

k.3
L HNB's efforts to building long-lasting ties with customers, suppliers and businesses as well as the community are based on

D

s GOVERNANCE
COMPLIANCE VOLUNTARY BEST PRACTICES POLICIES INTERNAL MANDATES
Central Bank of Sri Lanka’s (CBSL) Technology Risk ISO/IEC 27001:2022 Information  Cyber Security Customer Complaint
Management and Resilience Guidelines Security Standard Policy Handling Procedure
Financial Consumer Protection Regulations, No 01 of 2023 © NIST Cybersecurity Framework Procurement ESG strategy and CSR
Personal Data Protection Act, No 9 of 2022 The Sri Lankan Sustainable Policy allocation
Banking Principl BP ESG Poli
The Banking (Amendment) Act, No 24 of 2024 anking Principles (SBP) S8 [FeliE
ISO 9001: 2015 Qualit
The Anti-Money Laundering Laws and Regulations and '\jO ‘S tua Y
Financial Transaction Reporting Act No 6 of 2006 and its anagement System
amendments ISO/ IEC 22301 Business
CBSL Roadmap for Sustainable Finance Continuity Management System
-
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Key Highlights for 2024

> 244

MSME
Customers

B

> Rs 59 Bn

in Taxes

Rs 26.1 Bn

to Healthcare
Sector

Seasonal
Meetings reaching

58

NG

Y

o
i

>290

SME Relationship
Managers and
Microfinance Officers

=2

@lt Value Creation Scorecard 2024

KEY ACTIONS

£
Rs 33.2 Bn

growth in lending
to MSME

» Launch of HNB Self Onboarding
» Enabling branch teams to access the CRM System

» Introduction of the Queue Management System at

branches

» Restructuring the main Customer Experience Unit to drive

service excellence

» Rs 14.3 Mn allocated for strategic CSR

OUTPUTS FOR HNB & IMPACT ON OTHER CAPITALS

E4
289

Financial Literacy
Programmes

fi

S0k

Rural
Farmers

» 86.8% Overall Customer Satisfaction Score
» 87.9% Branch Customer Satisfaction Score

» 42.0% of supplier relationships are more than 5 years

Highly satisfied customers provide the foundation to o
support sustained long-term financial success

The goodwill associated with longstanding ties
with customers, suppliers and the community 0
strengthens the reputation and industry standing

Feedback and suggestions from customers drive
innovation and facilitate continuous improvement of &

physical, digital and human infrastructure

branches outside Western
Province providing
access to Finance

Stakeholder Outcomes ‘ 2024 ‘ 2023
Customer queueing time at 10.4 na @
branch counters mins

Supplier Network 249 250 (V]
Beneficiaries from community 9,623 | 5,667
capacity building initiatives ()

Da8

168
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SOCIAL AND RELATIONSHIP CAPITAL

CUSTOMERS

Product Stewardship ey g Effective Customer Segmentation

Customer Segmentation

Making banking enjoyable for customers
begins with customer segmentation.
Effective customer segmentation
underscores HNB's intention to present the
optimal product / channel mix to enable

our diverse customer base achieve their i 4 ' O
. . Timely Resolution of Complaints
financial goals.

Accessibility and Reach e O Q- Measuring Customer Satisfaction

Making
banking
enjoyable for

the customer O Responsible Marketing and

Communication

Continuous Process Improvement v e Transactional Safety and Data Privacy

® Branches ® SSMs
® Internet Banking

PRIORITY ® Mobile Banking
® 24x7 Omni Channel

e Call Centre

® Housing Loans
 Personal Loans
e Credit Cards

® Leasing

® Premier Current Account
® Salary Smart

® Premier Current Account
® Major Investment Plan

® Insurance

o Custody Services

® Margin Trading

For

Businesses MICRO SME EMERG&NO% ISC())RRAF:'I(')EEATES &

._Transaction Banking ....,,...---........Q
Custody & Trustee .....-""'

’ Syndicated Loan ...,.-"'-. ¢

: Treasury . .....-'. ‘ :
Trade ot

: Project Finance -.°'. ) °
Insurance ..°::-'° °

’ Leasing ....::::". N rTLL @ 5

’ Working Capital ....-:::.-' .....- °

e Value Chain Financing “.”_,.-::::::... . ....._.,o' 3

’ Capacity Building :._,..---:.’.....--"". ’ °

Payment Solutions

Point of Sale (POS) | Mobile POS | Payment App - SOLO | IPG
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Product Stewardship

For HNB product stewardship is a
360-degree commitment involving a
comprehensive end-to-end approach
from designing, developing, and
delivering new product innovations
for optimal customer value. As a
licensed commercial bank, regulatory
compliance remains at the heart

of all new product innovations /
enhancements.

A systematic product development
process managed under the purview of
the Bank’s New Product Development
(NPD) Committee ensures every new
product idea is thoroughly evaluated
to ensure it addresses customer
needs, and is appropriate for the
target audience. The assessment is
accompanied by a further evaluation
to determine financial feasibility, legal,
compliance, and operational efficiency
and risk. HNB’s entire suite of products
and services for all customer segments
have been subject to this stringent
scrutiny before the final design is
approved.

Of late we have also leveraged data
analytics to disseminate customer
behaviour, preferences, and market
trends, in a bid to develop tailored
product innovations.

Making Banking Enjoyable through Continuous Product Innovations and
Enhancement

s
' SOLO by HNB enhances traveller experience with Unified Payments Interface

HNB PLC, recently rolled out Lanka QR payment acceptance for Indian and Chinese
tourists through SOLO, facilitated by the recent partnerships of LankaPay with the
National Payment Corporation of India and UnionPay International, a subsidiary of
China UnionPay.

The partnership will boost tourism and enhance financial connectivity, enabling
smoother transactions across borders and ushering in a new era of convenient payment
methods for travellers, the diaspora, and tourists using Indian and Chinese-based
mobile payment applications.

~

J

-~
' Launch of HNB Self Onboarding

HNB Self Onboarding enables individuals to sign up for their first HNB account
seamlessly through an online platform, eliminating the need for physical paperwork or
branch visits. Customers can submit their details online and schedule a video call for
verification by the Bank’s agents at their convenience. Once verified, customers receive
their account number and access to a range of services offered by the Bank through all
regular HNB digital channels.

The entire process, from initial registration to account activation, can be completed
within 24 working hours.

~

-~
' HNB Data Freedom Initiative

HNB's data freedom initiative offers users seamless access to its entire spectrum of
platforms including the Digital Banking app, Digital Banking website, SOLO app,
SOLO Merchant app, SOLO Merchant website, SOLO website, and the HNB Corporate
Website without incurring any data charges.

As the first of its kind in Sri Lanka’s banking history, this initiative marks the beginning of
the Bank's vision to create an omni-channel environment for its customers in the years
ahead.
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SOCIAL AND RELATIONSHIP CAPITAL

Access and Reach

HNB's banking legacy is built on providing
strong island-wide access for all customer
segments, by combining an extensive
physical presence with cutting-edge digital
solutions. With 254 fully fledged branches
and a network of 800+ SSMs across the
Country, HNB ensures Retail, Corporate,
SME, and Microfinance customers, access to
financial services best suited to their needs.

To complement its physical infrastructure,
HNB has systematically increased its
investment in advanced digital platforms
such as mobile banking apps, internet
banking, and secure payment systems, all
aimed at making banking infinitely more
enjoyable by offering seamless connectivity
and 24/7-365 access.

The Bank is currently in the process of
finalising an Accessibility Policy formalising
HNB's commitment to fair and equal
access to financial products and services
for existing and potential customers,
irrespective of their social status, physical
ability, marital status, race, caste, gender,
age, religion and financial literacy of the
consumer.

Service Excellence

HNB strives to be the benchmark for
service excellence through its unwavering
commitment to understanding and
addressing the unique needs of every
customer while maintaining the highest
standards of professionalism, integrity, and
responsiveness.

The Bank considers customer feedback
and complaints as important sources

for obtaining customer insights to help
strengthen service excellence across all
operations. HNB’s Customer Experience
(CX) Unit is the main point for receiving
customer feedback and complaints with the
Customer Relationship Management (CRM)
System serving as the central platform

for recording and managing all customer
interactions, including inquiries, service
requests, and complaints.

The CRM ensures that all customer
complaints are systematically recorded and
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Making Banking Enjoyable through Increased Access and Wider Reach

/
' HNB MOMO Upgrade

business owners.

HNB MOMO, a convenient, low cost POS solution for merchants to accept
payments via electronic payment cards and QR codes were upgraded with the
introduction of the D188 mini POS device. The new device - a secure, efficient and
affordable solution to accept payments seamlessly will significantly empower small

~

%

/

customers through online banking.

services in their native language.

compliant banking services.

payments.

' Updates to the HNB Digital Banking Suite

Enabled real-time opening of new savings accounts (Net Saver) for existing retail
Introduced a trilingual mobile banking app, allowing retail customers to access
Added an Islamic banking view option, catering to customers seeking Sharia-

Implemented a bill reminder feature to support retail customers to monitor bill

~

-

Machines (SSM) transaction volumes.

important.

' Upgrades to HNB's Branch and ATM Networks
34 outdated ATMs were replaced by CRMs (Cash Recycler Machines).

Additional machines were provided to 22 branches that process large Self Service

12 new CRMs were installed at new off-site locations which are strategically

J

routed automatically for resolution. These
processes are governed by predefined
Service Level Agreements (SLAs).

The CRM System, was extended to all
branch teams in 2024, resulting in a higher
level of complaints logged through the
CRM System. Against this backdrop, the
resolution process was revamped with the
resolution teams being strengthened.

In parallel, the Compliant-Handling Policy
was revamped to further improve overall
process efficiency and responsiveness.

Responsible Marketing and
Communications

HNB demonstrates its commitment to
responsible marketing and communications

w

by adhering to the highest standards of
transparency, accuracy, and ethical practices
in all its customer interactions. As a licensed
commercial bank, strict guidelines are
followed in developing marketing and
promotional material, with content for
platforms (electronic, print, digital and
social media), thoroughly vetted to ensure
adherence to internal guidelines and ensure
compliance with all mandatory Central Bank
of Sri Lanka disclosures on product terms,
conditions, fees, etc.

In addition, all frontline teams engaging

in direct marketing activities are trained

to inform customers of all terms and
conditions attached to the Bank's products
and services. No incidents of non-
compliance in relation to the disclosure of
product information were reported.
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Further in compliance with the provisions of
the CSE’s New Listing Rules on Corporate
Governance issued in 2024, a formal policy
on corporate disclosures was approved by
the Board to establish consistent disclosure
practices aimed at ensuring informative

and timely disclosure of the Bank’s material
information to the public.

Transactional Safety and Data Privacy

HNB places the highest priority on
preserving transactional safety and data
privacy in order to create a secure banking
experience for its customers. The Bank
employs cutting-edge technologies and
best practices to secure all customer
transactions, including multi-layered
security protocols such as encryption, Multi-
Factor Authentication (MFA), and real-time
monitoring designed to detect and prevent
unauthorised access or fraudulent activities
and promptly flag any anomalies.

As a trusted custodian of sensitive customer
data, HNB strictly adheres to the Personal
Data Protection Act (PDPA) of Sri Lanka
which governs the collection, processing,
and sharing of customer data. The Bank’s
privacy policy has been made available on
the corporate website - https://ebanking.
hnb.lk/corp/jsp/privacy.jsp

To reinforce security and privacy, the
Bank's Chief Information Security Officer
conducts regular training sessions for its
employees, ensuring they are well-versed
in handling sensitive data responsibly and
can identify potential risks effectively.
Moreover, the Bank empowers its customers
to protect their own information by offering
educational resources on secure banking
practices and cyber safety, including
providing guidance on recognising
phishing attempts, safeguarding personal
credentials, and using secure networks for
online transactions.

No complaints concerning breaches of
customer privacy and losses of customer
data, were reported in 2024.
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Making Banking Enjoyable through Internal Process Improvements

4 N O N
Introduction of the Queue Improving the Customer
Management System at Complaints handling process
Branches .

The entire process was revamped
The Queue Management System with the use of technology (CRM
automatically queues the requests System) and with more dedicated
made by customers who visit staff involved to resolve complaints
the branches and routes them within predefined service level
accordingly to counters of staff agreements.
members, thus minimising wait times
at branch counters.

o J

4 N )
Enabling branch teams to Relocation of HNB Ja-Ela

I access the CRM System I Branch

Access to the CRM system was The HNB Ja-Ela branch was relocated
extended to branches, allowing to offer premium services for the
real-time access to customer data growing customer base in the area.
to drive more proactive customer

engagement.

- AN /
4 N O N
Introduction of the Secure Mail ' Implementing e-applications

I Feature . I

Online applications were
The new feature, which is integrated implemented for several products
to the Customer Relationship including personal loans, education
Management System has facilitated loans, LAP (Loans Against Property)
branch teams to expedite the and housing loans to enhance
issuance of routine services such as customer convenience and save time
balance confirmation letters. spent visiting the branch.

AN /

~ Complaints - 2023
12.4%
31.5%
14.4%

19.6%
22.1%

Deposit Not Updated to Account

Bill Payments Not Updated

Fund Transfer Not Completed - Other Banks
Mobile Number/ E-Mail Not Merged to DL
Other Bank ATM Disputes - Lanka Pay

<=1

~ Complaints - 2024

8.3%

42.2%
11.2%

17.6%

20.7%

Deposit Not Updated to Account

Bill Payments Not Updated

Fund Transfer Not Completed - Other Banks
Incorrect Fund Transfers

SMS OTP Not Received
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SOCIAL AND RELATIONSHIP CAPITAL

HNB's Sustainability Impact - Measured against the SDG

m GOAL 1: END POVERTY IN ALL ITS FORMS EVERYWHERE

Total Lending for poverty provinces in 2024

Eastern Rs 16,115 Mn
Northern Rs 16,377 Mn
Uva Rs 2,941 Mn

Gami Pubuduwa Microfinance Scheme to support
grassroot level entreprenures, business startups, cottage
industries Providing access to financial products and
services to all customer segments creating employment
opportunities through the loan portfolio

Providing assistance to micro and SME sectors through
capacity building and financial literacy programmes

» Rs 30.2 Bn worth of loans granted under the Gami
Pubuduwa scheme in 2024, benefiting 35,128 micro
entrepreneurs.

HNB Sarusara agri entrepreneur development programme
to encourage agri entrepreneurs to invest in modern
agriculture technology for climate resilience, sustainability
and increasing productivity.

GOAL 2: END HUNGER, ACHIEVE FOOD SECURITY AND IMPROVED NUTRITION AND PROMOTE SUSTAINABLE AGRICULTURE

Food production from our lending

Assumptions

Area cultivated Production Total rice production used only for human consumption
(ha) (Mt) Information used for calculations
Paddy 21,195 96,883 1 MT rice = 1.43 MT paddy (paddy conversion factor)
. Central Bank of Sri Lanka
Minor crops 74 263

* Red Onions, Green Chillies, Potatoes, Cowpea, Green Gram, Ground Nuts,
Kurakkan and Maize

Total Milk Production 103 Mn L

Total meat production from poultry farming 6,114 Mt
Information used for calculations

Socio Economics and Planning Centre of the Department of

Agriculture, Peradeniya.

Poultry Industry - December Monthly Bulletin Department of Animal

Production and Health Peradeniya - 2023

67,751 metric tons of rice from paddy production could
produce the equivalent of 231,112,065 meals in 2024, or
kenough food to provide for approximately 633,184 people.

Department of Census and Statistics Sri Lanka

Rice-the staple food-General information - Rice Research & Development
Institute - Department of Agriculture 2022/2023

® Lending for fisheries and aquaculture sector in
2024 - Rs 1,885 Mn

Value addition to agriculture products in 2024

Lending for Food and Beverages manufacturing
- Rs 12,169 Mn

Increase agricultural productivity and production Lending for
farm mechanisation - Rs 296 Mn
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A GOAL 3: ENSURE HEALTHY LIVES AND PROMOTE
@b WELL-BEING FOR ALL AT ALL AGES

Lending for health care services

development projects Rs 18,132 Mn
Pharmaceutical and healthcare product

manufacturing Rs 4,160 Mn
Pharmaceutical imports Rs 3,771 Mn

-

J

E GOAL 6: ENSURE AVAILABILITY AND SUSTAINABLE MANAGEMENT OF WATER AND SANITATION FOR ALL
Number of beneficiaries from financing for drinking water supply development projects in the country

Monaragala - Buttala Integrated Water Supply project 60,000
81,700
30,000

Anamaduwa Integrated Water Supply Project
Laggala New Town Water Supply Project

-

GOAL 4: ENSURE INCLUSIVE AND EQUITABLE QUALITY

EDUCATION AND PROMOTE LIFELONG LEARNING
OPPORTUNITIES FOR ALL
Lending for development of primary
and secondary education Rs 32 Mn
Development of tertiary education Rs 1,079 Mn
Other education development activities ~ Rs 1,619 Mn
J

Greater Matale Water Supply Project

Amapara Water Supply Project

Kelani Right Bank Water Treatment Plant Phase Il

267,700
1,500,000
209,270

|

ENSURE ACCESS TO AFFORDABLE, RELIABLE, SUSTAINABLE AND MODERN ENERGY FOR ALL

Personal loan scheme to install solar on houses

We have financed sustainable energy projects with an installed capacity of 47.6 MW of hydro power,
5 MW of wind power, and 54.93 MW of solar power by the end of 2024

:

SDG GOAL 8 - PROMOTE SUSTAINED, INCLUSIVE AND SUSTAINABLE ECONOMIC GROWTH

—
Financing main export crops Financing Export of Production in 2024 (Rs)

. Gems Rs 885 Mn
Crop AIE':K/T,E PrOdUCtlfgnZ?nrg Ceramic products Rs 238 Mn
Toa 14547 16.436 Mt Leather products Rs 20 Mn
‘ ! Garments and fabrics Rs 6,533 Mn
Coconut 1,852 66Mn  Eood items Rs 15,289 Mn
Rubber 9,520 21,650 Mt Tea Rs 23,756 Mn
Information used for calculations Coconut Rs 7,617 Mn
Source: Department of Census and Statistics Rubber Rs 1,653 Mn
Minor export crops Rs 298 Mn
Lending to minor export crops Rs 298 Mn Fish and marine products Rs 1,080 Mn
Lending to tourism sector development Rs 19,008 Mn Unprocessed Agricultural Products Rs 448 Mn
Other Rs 27,214 Mn

- /
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SOCIAL AND RELATIONSHIP CAPITAL

GOAL 11: MAKE CITIES AND HUMAN SETTLEMENTS

INCLUSIVE AND SUSTAINABLE INDUSTRIALISATION INCLUSIVE, SAFE, RESILIENT AND SUSTAINABLE

GOAL 9 BUILD RESILIENT INFRASTRUCTURE, PROMOTE
? AND FOSTER INNOVATION

Housing loans and residential property development:
Rs 5,245 Mn

Passenger transport improvement: Rs 558 Mn

To the telecommunication sector development  Rs 22,534 Mn

Lending to the development of the Information

Technology and Communication sector ~ Rs 2,484 Mn Waste management projects (excluding waste-to-energy):

Rs 2,823 Mn

% GOAL 14. CONSERVE AND SUSTAINABLY USE THE OCEANS, SEAS, AND MARINE RESOURCES FOR SUSTAINABLE DEVELOPMENT

As per the Bank’s Environmental Policy, we do not finance illegal fishing methods such as drift net fishing in the marine environment

using nets in excess of 2.5 km in length to ensure the sustainable use of marine resources.

From our total lending in 2024, we identified lending for sustainable fisheries activities as per the CBSL Green Finance Taxonomy

Guidelines

1 fm

‘._r GOAL 15. PROTECT, RESTORE, AND PROMOTE THE SUSTAINABLE USE OF TERRESTRIAL ECOSYSTEMS; SUSTAINABLY MANAGE
. FORESTS; COMBAT DESERTIFICATION; AND HALT AND REVERSE LAND DEGRADATION AND BIODIVERSITY LOSS

CITES.

around project sites.

The Bank does not finance commercial logging operations in primary tropical moist forests, the production or trade of wood or other
forestry products unless they come from sustainably managed forests, or the trade of wildlife or wildlife products regulated under

Bank successfully restored 2.5 acres of degraded forest land within the Kanneliya Forest over the past 6 years.

Advisory services to encourage customers to engage in ecosystem conservation initiatives in line with their business operations, such
as establishing butterfly gardens and promoting bee conservation to safeguard biodiversity and maintain the ecological balance

%

GOAL 16. PROMOTE PEACEFUL AND INCLUSIVE SOCIETIES FOR SUSTAINABLE DEVELOPMENT, PROVIDE ACCESS TO JUSTICE FOR
ALL, AND BUILD EFFECTIVE, ACCOUNTABLE, AND INCLUSIVE INSTITUTIONS AT ALL LEVELS

We do not provide financial support for production or activities involving harmful or exploitative forms of forced labour and harmful

child labour

Suppliers and Business Partners

Procurement Best Practices

As a large Bank, HNB works with an
extensive network of suppliers and service
providers who provide a range of essential
products and services to facilitate the
continuity of the Bank’s operations.

In keeping with procurement best
practices, the Bank deals only with
suppliers registered on the Bank’s supplier
registry. The registry, maintained under

the stewardship of the Banks' Procurement
Team is updated annually providing an
opportunity to onboard new applicants
and for reviewing the performance and
progress of existing suppliers. Screening
of new suppliers is undertaken as per the
established procedure where suppliers
are evaluated on specific criteria including
financial stability, reliability of service,
ethics and sustainability, thus creating the
foundation for long term collaborative
partnerships. In 2024, the supplier registry
was updated with 134 new suppliers being

onboarded, bringing the total registered
suppliers to 249 as at 31st December
2024. Of this approximately 99.2 % were
local suppliers, while the remaining were
overseas suppliers.

In another notable achievement, the Bank
Procurement Team achieved the ISO
9001:2015 Certification, which further
validates the integrity of the systems and
processes adopted for managing HNB's
supplier networks.
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Business Partner Relations

Reliable business partners provide essential
expertise, resources, and innovative
solutions to help the Bank navigate complex
operational landscapes, build scale and
enhance its capabilities to stay ahead of
peers. In particular, HNB’s strong ties with
global correspondent banks and exchange
houses enable the Bank to facilitate
international trade, execute cross-border
transactions and attract inward remittances
to the Country.

Similarly, the partnership with SLT Mobitel
has helped HNB to leverage Mobitel’s
mCash network to significantly expand the
Bank's reach via the agent banking concept.

As part of the overall approach to product
stewardship, we often pursue value adding
partnerships to augment certain business
areas. In the current financial year, HNB
partnered with several property developers
to offer tailored home financing solutions
for retail homeowners.

Communities

Community Relations

As a Systemically Important Bank in Sri
Lanka backed by a strong physical and
digital footprint, HNB’s core business
operations have a significant positive impact
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on the communities it serves. Most notably,
the Bank’s lending activities contribute

to economic growth by facilitating

access to financial services, supporting
entrepreneurship, and promoting financial
inclusion across diverse demographics, in
turn leading to job creation, and improved
living standards. On the other hand, the
environmental footprint of HNB's physical
branches, as well as its indirect impact
through financed activities, could pose
challenges.

Even though the positive impacts
significantly outweigh the negatives, the
Bank remains firmly committed to taking
action to counteract negative impacts

by obtaining their feedback and insights.
Our extensive branch network takes the
lead in building community relations, with
branch teams engaging directly with local
communities to determine challenges
and identify grievances. Our Microfinance
Officers, often referred to as “barefoot
bankers,” also play a key role in identifying
unmet needs of rural communities.

Ground-level information obtained in
this manner is communicated to Senior
Management for formulating appropriate
strategic responses to community
challenges.

<J=]>
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SOCIAL AND RELATIONSHIP CAPITAL

Strategic CSR

All projects escalated to the Senior
Management are carefully reviewed
for their correlation to the Bank’s
sustainability objectives, with
successful projects receiving the
green light to proceed in line with
approved budgetary allocations.
This approach to strategic CSR
reflects the Bank’s commitment

to deliver meaningful long-term
impact to the community.

All CSR activities are governed by
the HNB Sustainability Foundation,
established in 2016 under the Deed
of Trust. The Trust is overseen by

a 10-member Board of Trustees.
The Board of Trustees meets

every other month to review new
proposals and assess the progress
of ongoing projects.

Thus, far the Strategic

CSR efforts have focused
primarily on education, health,
entrepreneurship, and the
environment.
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I Education

HNB Partners with Sasnaka Sansada Foundation
to Support Youth Development

The Bank has partnered with the Sasnaka Sansada
Foundation, a government-registered charitable
organisation dedicated to youth development

and entrepreneurial training across Sri Lanka.
Through this collaboration, the Bank has supported
two of the Foundation'’s flagship programmes:

the “Sisu Saviya” School Prefects’ Leadership
Development Programme and the “EntreGate”
School Entrepreneurship Development Programme,
both aimed at raising education standards among
rural communities . By the end of 2024, the Bank
completed programmes at Poramadulla Central
College, Pinnawala Central College, Seevali Central
College, Matara Central College, and Anura Central
College, Yakkala.

Computer Donation to D.S. Senanayake
Memorial Public Library, Kandy

The D.S. Senanayake Memorial Public Library in
Kandy, with its rich history, serves as a significant
cultural and educational hub in the region. As a vital
resource for students, researchers, and the general
public, the library promotes the habit of reading
and lifelong learning through its various services,
including book lending, reference materials,
periodicals, newspapers, and a mobile library
service.

The Bank has been an active participant in
supporting the library’s mission. In response to a
request from the Chief Librarian, a donation of a
high-capacity computer and essential equipment
has been made to modernise the library’s services
by introducing the Online Public Access Catalogue

<I=]>

(OPAC) system. This system allows readers
to access information about the library’s
resources through an online platform,
making it easier for users to locate materials
efficiently.

Partnership with Sunera Foundation

The Bank partnered with the Sunera
Foundation, a renowned charitable
organisation dedicated to empowering
differently-abled youth through performing
arts. As part of this collaboration, the Bank
sponsored three key workshops: Sunera
Galle, Sunera Katugastota, and Sunera
Maharagama. Through these initiatives, the
Bank is making a significant impact on the
lives of differently-abled young individuals,
providing them with opportunities to
express themselves, develop new skills, and
gain confidence, thereby contributing to a
more inclusive and supportive society.

Book Donation in Collaboration with
APPE Lanka Foundation

As part of a collaborative effort with the
APPE Lanka Foundation and the home
gardening initiative, 150 sets of exercise
books were distributed to school children

in the Poonakary area of the Kilinochchi
district. Through this effort, the Bank
reaffirms its dedication to supporting
education and ensuring equal opportunities
for children in the Poonakary area.

Sponsorship for Grade 5 Scholarship
Conference

The Bank sponsored a Grade 5 Scholarship
Conference as part of an employee
engagement initiative. This significant
event was aimed at providing additional
academic support to approximately 1,050
students across 14 Sinhala-medium schools
in the Kalpitiya Division. The initiative was
designed to address the educational needs
of young students, offering them the tools
and confidence to excel in their studies.
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UNICEF Rise for Children

The Bank collaborated with UNICEF Sri
Lanka’s 'Rise for Children’ initiative to
enhance the education of underprivileged
children. This comprehensive program
includes catch-up classes, learning modules,
and teacher training. The initiative received
enthusiastic support from the Bank'’s

staff through their donations, with the

HNB Sustainability Fund matching each
contribution.

This partnership highlights our dedication to
supporting education and creating brighter
futures for children across Sri Lanka. By
providing essential educational resources,
we aim to empower these young minds and
contribute to their academic success and
overall well-being.

Donation of Educational Supplies
to Kirindagama Primary School in
Tissamaharama

The Bank supported a community
engagement initiative to assist the students
of Kirindagama Primary School in Kirinda.
The school, serving 85 students from Grade
1 to 5, faces financial challenges due to

the community’s reliance on the fisheries
industry. The project, includes donating
essential school supplies and providing
model papers and extra books for Grade 5
students. The aim is to reduce the financial
burden on families, enhance educational
access, and motivate students to continue
their studies.

Providing Seed Funding for Yarl IT Hub

The Yarl IT Hub has launched an innovative
initiative to foster entrepreneurial

spirit among youth by introducing
entrepreneurship clubs in schools. Through
this project, the Bank provides seed funding
to entrepreneurial clubs in 40 schools across
the Northern region. The aim is to nurture
the next generation of business leaders by
giving students the opportunity to develop
essential business and management skills.
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Maintaining Cancer Counselling Center at
Apeksha Hospital Maharagama

A Cancer Counselling Center, established

in 2007 in collaboration with Apeksha
Hospital, Maharagama (National Cancer
Institute), was the first of its kind in Sri Lanka
to provide professional counselling services
to cancer patients and family members in
order to help overcome the trauma of being
diagnosed with cancer. Additionally, the
Bank provides monthly donations of

Rs 7,500 for six months to 100 selected
cancer patients each year, offering financial
relief.

Bhakthi Gee and Christmas Carols
Ceremony with Goods Donation

In celebration of Poson Poya, the Bank’s
Bhakthi Gee team performed devotional
songs at the Apeksha Hospital to uplift the
spirits of the patients. Additionally, the Bank
donated essential items to 60 patients in

a male ward, with contributions from the
Bank’s head office staff.

During the Christmas season, the Bank's
choir brought joy to the children’s ward
at the Apeksha Hospital by performing
Christmas carols. The Bank also donated
gifts, bringing smiles and festive cheer to
the children.

=D

Donating Water Filters to Northern
Region Schools

In response to requests from MU/
Therankandal GTMS School and MU/
Yogapuram Primary School, the Bank,
installed water filters on the school
premises. Both schools previously relied
on tube wells for water consumption, which
caused kidney-related issues. This project
ensures better water sanitation and health
for the children, helps reduce kidney-related
issues, and will contribute to a healthier
future generation.

HNB #WalktheTalk

In an ongoing effort to promote
environmentally friendly practices and
healthier lifestyles among staff, the Bank
introduced the “HNB Walk the Talk”
challenge several years ago. This vibrant
initiative encourages employees to embrace
eco-friendly transportation options, such
as walking and cycling, while also focusing
on their personal well-being. The challenge
has seen tremendous success, prompting
its continuation in 2025. HNB employees
have shown exceptional dedication to

the initiatives, collectively walking over
16,684km and cycling 50,501km. Today

the "HNB Walk the Talk” challenge is a
vital part of the Bank's environmental and
wellness programme.
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SOCIAL AND RELATIONSHIP CAPITAL

Hospital Donations

The Bank is committed to enhancing healthcare access and quality through its hospital donation initiatives. By providing essential medical
equipment, supplies, and financial support, the Bank aims to strengthen healthcare services in underserved communities. Through these
efforts, the Bank hopes to make a meaningful impact on public health and support the dedicated healthcare professionals who serve these
communities. The donations the Bank made to the hospitals and healthcare services throughout the year 2024 are as follows:

Hospital / Institute

Donation

De Zoysa Maternity
Hospital

Donated five cushion gang chairs which are very helpful for the use of patients and parents who come for
the birth registration process and the patient care services in the hospital.

Batticaloa Hospital

Funded Rs 2 Mn for the installation of an elevator in the hospital's Physical Rehabilitation Centre.

Kandy National Hospital

In response to the economic challenges impacting Sri Lanka's healthcare system, HNB has proactively
supported the National Hospital in Kandy by donating essential medical items to the respiratory unit
(wards 44/45). These contributions will significantly benefit patients with respiratory conditions, ensuring
they receive timely and effective care.

10 hospitals in Kilinochchi
District

During the COVID-19 pandemic, the Bank procured various medical equipment to ensure the safety and
well-being of our employees. As these items are no longer required by the Bank, the unused medical
equipment was donated to 10 hospitals in the Kilinochchi District, providing much-needed support to the
staff and patients in these rural areas.

1990 Suwa Seriya
Foundation

HNB supported the Suwa Seriya Foundation’s "Adopt an Ambulance" project by adopting two
ambulances worth Rs 10 Mn.

Glanken Hospital,
Bogawanthalawa

The Bank donated a multi-function printer, including print, scan, and photocopy capabilities, in response
to a request from Glanken Hospital. This donation will enhance the hospital's administrative efficiency,
directly benefiting the community by making the documentation process smoother and more efficient.

Apeksha Hospital

The Bank donated a Smart TV to the clinical waiting area, enhancing regular updates on health services for
patients and providing them with a source of relaxation and distraction. Additionally, the Bank donated a
movable partition to the Cancer Counselling Centre maintained by HNB, helping to create private spaces
within the Centre and improving the overall patient experience.

Kethumathi Women'’s
Hospital, Panadura

The Bank donated 20 bedside cupboards and 30 mattresses to the hospital to enhance its ability to
provide quality care, ensuring that patients receive the necessary comfort and support.

HEel Wik The Talk 2024

g Challongs - WIRSNERS
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Over the years, HNB has forged a number
of key partnerships for the purpose of
scaling up its Microfinance business. In
this regard, the collaboration with the SED
(Small Enterprise Development) enables the
Bank to offer customised financial products
alongside capacity-building initiatives

to empower small businesses. HNB’s
partnership with the National Enterprise
Development Authority (NEDA) supports
the growth of local enterprises, fostering
regional economic development, while the
tie up with Vidatha plays a crucial role in
enhancing financial inclusion and promoting
entrepreneurship among rural underserved
communities. The Bank also works closely
with universities, vocational centres, and
technical colleges, strengthening its
financial literacy programs and equipping
individuals with essential financial
knowledge.

Given their significant impact on HNB's
business model, the Bank invests in
nurturing these partnerships through
regular engagement and knowledge sharing
initiatives that foster mutual growth.

Micro Finance Grant 2023/2024 - The
Micro Finance Business Support grant is a
strategic CSR initiative by our Bank, aimed
at providing crucial financial support to

100 microfinance customers for a year,
each receiving Rs 100,000. Over the past
three years, this programme has supported
numerous customers, helping to navigate
economic uncertainties. In 2023 we
supported 48 customers and the remaining
52 deserving customers were granted under
this initiative in 2024. This capital infusion
has enabled the selected customers

to stabilise their businesses, expand
operations, and strengthen our nation’s
economic resilience.

HNB Sarusara Agri Entrepreneur
Development Programme - The main
aim of the programme is to encourage
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agri entrepreneurs to invest in modern
agriculture technology for climate resilience
and sustainability. The first session held

in Nochchiyagama was attended by over
700 agripreneurs. The event consisted

of demonstrations in modern agriculture
technology including smart and precise
agricultural techniques and solutions
capable of enhancing farming practices
and increasing productivity. The event

also featured a mini agriculture exhibition
with 21 leading agribusiness solution
providers from across the country, offering
comprehensive seed-to-shelf solutions that
greatly benefited the participants.

HNB Gami Pubuduwa Microfinance
Loan Scheme - The flagship microfinance
programme of HNB extends financial
services to self-employment projects
and other microenterprises in rural areas.
Approximately Rs 30.2 Bn worth of loans
were granted under the Gami Pubuduwa
scheme in 2024, benefiting 35,128 micro
entrepreneurs.

Financial literacy programmes -

Hand-in-hand with the Gami Pubuduwa
Loan Scheme, 27 programmes were
conducted during the year in partnership
with the Central Bank of Sri Lanka, the
Department of Small Entrepreneurs

and a host of government and private
entities. These endeavours are designed
to equip individuals with crucial financial
competencies and furnish them with the
requisite knowledge and resources for
entrepreneurial success.

SOLO Podi Podi Business - First introduced
as a project to help small businesses grow
and adopt digital methods of cashless
transactions with customers, the SOLO
Podi Podi business initiative was further
extended in 2024 to provide marketplace
opportunities to small business owners
who were given the free use of a dedicated

<=1

space at HNB Customer Centres to sell their
goods to walk-in customers.

Supporting women-led businesses - HNB
partnered with the Women'’s Chamber of
Industry and Commerce (WCIC) as the
official banking partner of their innovative
Ramp Up 24 - unique event designed

to support women entrepreneurs in the
fashion industry to showcase their products.

Infrastructure facilities for underserved
communities - As part of our collaboration
with the Capital Maharaja Group and
Gammadda, Sri Lanka's largest rural
development movement, to improve
infrastructure in Yaya 6, Mahawilachchiya,
the Bank organised a brainstorming session
for the villages. HNB's private banking
proposition, The Club HNB, aimed to
engage members in opportunities for
focused and impactful philanthropy. The
session was designed to foster collaboration
and generate innovative ideas to benefit the
local communities.
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SOCIAL AND RELATIONSHIP CAPITAL

Social Aspects through
Environmental Projects

The Bank’s environmental projects are
deeply rooted in social responsibility and
community engagement, reflecting the
Bank’s commitment to fostering sustainable
development and enhancing the well-
being of local communities. Through our
membership in the UN Global Compact,
the Bank aligns corporate strategies with
global principles that promote human
rights, labour standards, environmental
stewardship, and anti-corruption. The
plastic bottle recycling initiative with Eco
Spindles not only addresses plastic waste
management but also empowers schools
and communities by providing incentives
for responsible waste disposal. The Sapling
Distribution Project, launched on World
Environment Day, promotes eco-friendly
practices and supports local economies
by distributing fruit saplings sourced
from local communities. The Kanneliya

Restoration Project enhances biodiversity
and ecological health, benefiting a wide
range of stakeholders by planting native
species. The Home Gardening Project

in Poonakary, Kilinochchi, empowers
war-affected communities by providing
resources for sustainable livelihoods,
ensuring food security, and building
sustainable home economies. The

Clean the Environment project engages
employees and local authorities in
addressing environmental threats from non-
biodegradable litter, fostering a sense of
community responsibility and environmental
stewardship. Together, these initiatives
underscore the Bank’s dedication to
creating a positive social and environmental
impact.

(For further details please refer pages 106-
107 in Natural Capital Section)

Leading the transition towards becoming a fully Sustainable Bank

HNB is leading the transition towards becoming a fully sustainable bank through a
combination of strategic initiatives focused on Environmental, Social, and Governance (ESG)
performance. Considering both the regulatory framework and global best practices, the
Bank’ sustainability agenda is pivoted on the following principles :

¢ Green Financing & Sustainable Lending - incorporated sustainability into lending
practices to prioritise financing of renewable energy, energy efficiency, and eco-friendly
projects as well as supporting the UN Sustainability Development Goals.

¢ Digital Adoption - reduce dependency on traditional banking infrastructure and enhance

digital financial inclusion.

e Corporate Social Responsibility (CSR) & Community Support - empowering
communities through financial inclusion, entrepreneurship support, education, and

sustainability initiatives

¢ Green Operations - reducing the Bank’s carbon footprint by implementing energy-
efficient practices and digital banking solutions to minimise paper usage and operational

waste.

* Governance and Ethics - Board of Directors leading by example, ensuring transparency
and accountability in decision-making while incorporating Environmental, Social, and
Governance (ESG) considerations into the Bank’s long-term strategies.

* Stakeholder Engagement - build strong relationships with key stakeholders through

frequent and ongoing communications.
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Driving the Paradigm Shift
towards Sustainable Lending

»

-

-
' Sustainable Lending

~

Facilities above Rs 15 Mn
(excluding retail loans) are subject
to Environment and Social
Management (ESMS) guidelines.

Low-risk projects do not

require special evaluations,
while medium-risk projects are
evaluated using ESMS criteria by
trained relationship managers or
credit officers.

Sector-wise industry risk
reviews are conducted, with
recommendations shared with
staff through circulars.

High-risk projects are evaluated
by the ESMS Unit

Use Scorecards to assess climate
and sustainability-related risks and
determine appropriate actions to
manage negative impacts of our
lending portfolios.

The Bank will not provide credit
facilities to customers engaged in
activities listed on the exclusion
list. All credit proposals are
screened to ensure compliance
with this list.

The Bank allows longstanding
customers engaged in

alcoholic beverages and
tobacco businesses to maintain
relationships subject to total
exposure to these sectors being
below 3% of the total loan book.
No new customers engaged in
these activities will be accepted.
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Sustainability Governance Framework

Board
Integrated Risk
2 Management
Committee
(BIRMC)

Board HR and
2 Remuneration
Committee

Procurement &
2 Assets Disposal
Committee

Nominations
& Governance
Committee

3 Board Credit
Committee

FUTURE PLANS

Focus
on enhancing
service levels
through Digital
banking, ATM’s,
BDM's, CDM's,
Contact Centres

Sustainability

& Climate Risk

Management,
ESMS

EHS, wellbeing
and Benefits

Supply chain
management

Governance

Green Finance,
ESMS
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BOARD OF DIRECTORS

KEY FOCUS AREAS FOR SUSTAINABILITY

Extend the
HNB Saru Sara
Programme to

reach and support

30,000 agri-

entrepreneurs by
2025

Board Strategy
and Investment
Review
Committee
(BSIRC)

Sustainability
Management

Committee (SMC)

q .
' Regulatory Compliance
» Central Bank of Sri Lanka Roadmap for Sustainable
Finance

» Sri Lanka Green Finance Taxonomy Guidelines
issued by the Central Bank of Sri Lanka

» Direction No 05 of 2022 on Sustainable Finance
Activities of Licensed Banks

» Central Bank of Sri Lanka’s Technology Risk
Management and Resilience Guidelines

» Central Bank of Sri Lanka’s Technology Risk
Management and Resilience Guidelines

» Personal Data Protection Act, No 9 of 2022

~

» Banking Act Directions No 05 of 2024 on Corporate

Governance for Licensed Commercial Banks issued
by the Central Bank of Sri Lanka

» The Anti-Money Laundering Laws and Regulations
and Financial Transaction Reporting Act No 6 of
2006 and its amendments

» CSE regulation on Sustainability Policy
» SLFRS S1 and S2 requirements

' Best Practices

» Sustainable Banking Principles of the Sri Lanka
Banks' Association

» IFC Performance Standards and Exclusion List

» United Nations Global Compact 10 Principles

» UN Sustainable Development Goals

» 1SO 14064: 2018 Greenhouse Gas Verification
Standard Sri Lanka Climate Fund Carbon Credit
Scheme

Establish

Strengthen the
procurement process
and streamline
procurement activities.
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NATURAL CAPITAL

As a Bank, HNB's interactions with Natural Capital

are twofold. Direct interaction through its operational
footprint vis-a-vis the consumption of resources such

as energy, and paper, as well as emissions and waste
generated by branches and data centres. On the other
hand, HNB's indirect relationship to Natural Capital
stems from its role as a financier. By extending loans
and funding investments, the Bank influences industries
and businesses that interact with natural resources.

A RISK ~

PPORTUNITIE
e OPPORTU S

Higher defaults as borrowers struggle with losses
caused by climate-related events, especially in
vulnerable industries like agriculture, real estate,

Divert lending to capitalise on the growing
demand for green financing by supporting
projects focused on energy transition and

and infrastructure. climate change adaptation.

Digital transformation to reduce the Bank's own
carbon footprint.

Loan portfolio vulnerability due to increased
exposures to agriculture, or manufacturing
businesses heavily dependent on fossil fuels.

- AN /

T J
1

MATERIAL MATTERS

Credit Risk |

Inclusive Growth and Responsible Lending |

N

MANAGEMENT APPROACH ™~

R, .3
Guided by HNB's Environmental and Social Policy, the Bank has committed to minimising natural capital loss through a broad-
based approach that focuses on environmentally conscious operations, supported by ongoing training, awareness initiatives,

Brand and Reputation | Innovation

Climate Action

and targeted high-impact external projects. The Bank’s recent membership in the UN Global Compact (UNGC) further I/
reinforces these commitments by systematically aligning the Bank’s efforts with UNGC Principle 7 (support a precautionary
approach to environmental challenges), Principle 8 (undertake initiatives to promote greater environmental responsibility), and
Principle 9 (encourage the development and diffusion of environmentally friendly technologies).
\/ -
s GOVERNANCE ~
COMPLIANCE VOLUNTARY BEST PRACTICES POLICIES INTERNAL MANDATES
Sri Lankan Sustainable Banking Initiative ISO 14064-1:2018 Greenhouse Gas Environmental Environmental and
established by the Sri Lanka Banks’ Association = Certification awarded by the Sri Lanka and Social Policy Social Management
(SLBA) Climate Fund System (ESMS)
Sri Lanka Sustainable Finance Roadmap of the : Sri Lanka Climate Fund Carbon Credit The Green Pledge
Central Bank of Sri Lanka Scheme Strategic CSR
Sri Lanka Green Finance Taxonomy Guidelines : IFC Performance Standards and Exclusion
issued by the Central Bank of Sri Lanka List
UNGC Membership
o /
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Key Highlights for 2024

2024 2023

Description Capacity | Outstanding as at Capacity | Outstanding as at

(MW) 31/12/2024 (MW) 31/12/2023
Hydro power 47.6 1,243.6 49.6 2,061.7
Wind power 5.0 26.6 5.0 113.1
Solar energy 54.9 4,028.9 34.9 2,233.6
Biomass 3.3 274.7 3.3 357.8
Waste 10.0 1,583.9 10.0 2,325.5

 Carbon Footprint 2024

tCo2e

12,000
10,000
8,000
6,000
4,000
2,000
0

0/‘\-0\.

2021 2022 2023 2024

—o— Direct Emissions (Scope 1) —@— Indirect Emissions (Scope 2 & 3) —#— Total Carbon Footprint

GHG emissions for the year 2024

Grid-connected electricity
Employee commuting
Business travel- Hired

T&D loss

Refrigerant leakage
Standby generators
Business Travel- Company

Business air travel

Emission Source

Municipal water
Business travel- Rented

Fire Extinguishers

2

2,
\*’0 Value Creation Scorecard 2024

KEY ACTIONS

0 7,000 2,000 3,000 4,000 5,000 6,000
O oP) Stakeholder Outcomes 2024 2023
. . No of facilities granted to 1,244 1,486 ©
Our impacts of paper recycling finance environmentally
P ~ ~ sustainable projects
287 (m3) 1,627 (Nos) 167,989 (L)
Total amount of credit 46,257 58,854 ©
e . facilities granted to
m ﬁo o‘ finance environmentally
sustainable projects
Saving of waste directed Saving of fully-grown Savings of oil (Rs Mn)
to landfills trees due '|‘.° paper
L recycling L -
382,880 kWh 3,041,982 (L) 95,720 (kg's of CO2eq)
© ! ®
Saving of Saving of water Reduction of GHG
electricity emission
N J U J

Launch of the EV leasing solution for retail
customers

x

Launch of the solar loan for retail customers

x

Continued the PET bottle recycling project in
collaboration with Eco Spindles

Obtained membership of the UNGC

¥

z

Rs 5.5 Mn allocated for environmental impacts

OUTPUTS FOR HNB & IMPACT
ON OTHER CAPITALS

x

11,130 tCO2e - Carbon Footprint (9,025 tCO2e —
2023) (Employee commuting was added as a new
emission source to the 2024 inventory)

» 2.0 tCO2e emission per employee

1,982 MWh of solar energy generated (2,123.7
MWh- 2023) *Solar generation has dropped due to
the rainy weather conditions that prevailed in 2024

45% reduction in paper disposal
2,397 kg of plastic waste recycled (1,598 kg-2023)

x

Four awards at the Best Corporate Citizen
Sustainability Awards 2024 including top 10
and winner: Best Project for Environmental
Sustainability

3

Enhanced reputation as a responsible
environmental steward

<

Asset resilience against climate change
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NATURAL CAPITAL

Environmentally Conscious
Products

Financing Environmentally Sustainable
Projects

Recognising the critical role banks can play
in advancing the government’s vision for

a green, inclusive, and balanced economy
in Sri Lanka, HNB demonstrates its
commitment to climate action by engaging
in environmentally sustainable lending
practices as stipulated in the Sustainable
Finance Roadmap established by the
Central Bank of Sri Lanka.

Our approach is driven by a robust
Environmental and Social Management
System (ESMS), whereby we seek to
integrate climate-related criteria into

our credit appraisal process, helping to
minimise the environmental and social risks
associated with large lending exposures.

The ESMS which is framed around the IFC’s
performance standards for environmental
and social sustainability aims to ensure HNB
avoids funding activities with significant
adverse environmental or social impacts.
(Refer ESMS Process) A majority of HNB's
environmentally sustainable exposures
represent lending to support the expansion
of the renewable energy sector in Sri Lanka.

These efforts are further augmented by
collaborations with industry partners,
environmental organisations, and
stakeholders to drive innovation and
promote best practices in sustainability.
As a core group member of the Sri Lanka
Banks’ Association’s Sustainable Banking
Initiative (SLBA-SBI), HNB is instrumental
in industry-wide efforts to evaluate ESG
risks of lending projects, reduce carbon
emissions and advance towards carbon
neutrality.

Continuing with ESG / Climate risk
assessments on vulnerable loan portfolios in
the current year, assessments were carried
out on the Tea sector and Apparel sector,
with observations and recommendations
shared across the network for
implementation.
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The ESMS process

Review client activities against the Bank's exclusion list

o

Customer's activity is in the exclusion list

o

Request not entertained

o

Customer's activity is not in the exclusion
list
o

Initial screening of customer’s activities,
project site and other aspects as per the
checklist provided

E&S risk categorisation using the tool

o

Category A/ B+
High-risk projects

o

Refer the facility to the ESMS
unit for due diligence. The
customer needs to follow IFC
Performance Standards. A
gap analysis will be done by
the ESMS unit, and an action
plan will be provided to fill
the gaps (if any). Special
conditions for the loan
agreement will be provided.

o

Category B
Medium-risk projects

o

o

Category C
Low-risk projects

The Relationship Manager/
Officer shall conduct the
E&S due diligence exercise
as per the format provided.
Standard E&S conditions
should be included in the
loan agreement as per the
circular instructions.

Compliance statement
from all regional
offices confirming the ©
ESMS procedures are
followed

Proceed with the appraisal

Post-disbursement monitoring

Eco Financing for SMEs

HNB's Eco Financing Solutions for SMEs
represents the Bank’s commitment to
promote climate change adaptation among
SMEs in line with the Sri Lanka Green
Finance Taxonomy Guidelines issued by the
Central Bank of Sri Lanka.

Eco financing solutions are designed to

aid SMEs across various priority sectors

to transition towards environmentally
sustainable operations by investing in

green technologies, improving energy
efficiency, and reducing their environmental
footprint via sustainable waste management
initiatives, and other eco-friendly practices.

Beyond traditional banking, we offer
credit combined with advisory services
to encourage customers to engage in

ecosystem conservation initiatives, such as
establishing butterfly gardens, promoting
bee conservation, and creating bird baths
to enhance biodiversity and maintain the
ecological balance around their operational
sites.

Taking a major step towards promoting
climate adaptation among SMEs, the HNB
Sarusara Scheme launched in mid-2024
was further expanded to support farmers
in vulnerable areas to implement climate-
change adaptation technologies and
sustainable agriculture practices.

Green Finance Schemes for Retail
customers

HNB'’s Green Finance Schemes for retail
customers aim to encourage the adoption
of environmentally friendly practices among

I ANNUAL REPORT 2024



Contribution towards the nation's
[ renewable energy transition

(Capacity MW)
N w Iy w o
S & S o S

—
o

o

Hydro Wind  Solar Biomass Waste
power power energy

households. By offering affordable financing
options for investments in renewable energy
systems, and eco-friendly vehicles, we strive
to empower individuals to reduce their
carbon footprint.

In 2024, HNB partnered with John Keells
CG Auto (Pvt) Ltd (JKCG Auto), to offer
innovative EV leasing solutions for the BYD
electric vehicle range. The collaboration
exemplifies HNB’s commitment to making
sustainable and cost-effective mobility
solutions available to a wider audience in

enabling customers to benefit from long-
term energy savings while contributing to
Sri Lanka’s transition toward a sustainable
future.

Digital Banking

HNB has long acknowledged the value

of digital banking not only to simplify the
banking experience, but also to enable
customers to reduce their environmental
footprint. By encouraging the use of online
banking channels, mobile payments, and
paperless statements, HNB empowers
customers to make eco-friendly choices in
their daily financial activities.

In keeping with the Bank'’s principle
approach to further deepen the eco-friendly
culture among customers, digital platforms
are continually enhanced by incorporating
Design for Environment (DfE) principles

to reduce paper usage and minimising
investments in physical infrastructure. Our
eco-labelling campaign further reinforces
these principles. All HNB ATMs and digital
banking platforms carry the eco-label

mark informing users about their lower
environmental impact. Similarly, green

Targets will be established to guide actions
across all three areas supported by robust
monitoring systems and initiatives aimed at
driving continuous improvements to reduce
energy consumption, minimise carbon

emissions and effectively managing waste
in line with IFRS S1 and S2 standards and
global best practices.

£ Rare BEkd

WORLD
OCEANS
DAY

B s, e rma

Fparpma Tryy sy ra Rl

order to spearhead the Country's transition financing options are highlighted with labels N T
to a greener economy. that explain their environmental benefits, | i)
Taking concrete steps to further expand mcludmg |n|.t|at|ves like FEreen Pins” and LI i LIS
. . the elimination of ATM slips. e S e e S S
green finance schemes for retail customers,
HNB re-launched its Solar Loan in 2024. . . . ==
Tying up with several leading solar agents, Environmentally Conscious Operations
the Bank sought to promote investment in HNB's focus on environmentally conscious
rooftop solar at a household level, thereby operations is centred around managing
energy, emissions, and waste attributed to
core business activities.
Green Finance facilities granted
Green Finance facilities granted 2024 2023
No of Credit Value of the Credit No of Credit Value of the Credit
Facilities granted | Facilities granted (Rs Mn) | Facilities granted | Facilities granted (Rs Mn)
Sustainable Agriculture 329 7,345 245 6,554
Sustainable Manufacturing 471 22,874 717 35,557
Renewable Energy Projects 2 2,800 5 153
Waste Management Projects 172 2,823 166 2,967
Others 270 10,415 353 13,623
Total 1,244 46,257 1,486 58,854
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NATURAL CAPITAL

Energy Consumption within the Bank

2024 2023 2022 2021
Electricity purchased from the national grid (MWh) 12,964 11,994 11,681 11,838
Solar energy generated in-house (MWh) 1,982 2,124 1,846 2,638
Percentage of solar energy consumption from total energy (%) 13.0% 14.7% 12.6% 17.8%
Energy generation from diesel (MWh) 191 308 1,085 317
Total power consumption of the branch network (MWh) 15,258 14,426 14,612 14,793

CO

2

S

Green
Suppliers &
E-Tender

-

S

Paperless
Processes

-

Energy
Efficient Equip-
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Solutions
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Leased
assets

540.95
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” 9

) la
Investments

Franchises
ESMS

(

Downstream activities

< Smart Carbon Calculator

CEO Dashboard

Carbon Neutral Bank

Sustainability Excellence Awards

>

*We have not released ozone-depleting substances during the year
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| Key Achievements for 2024 g 5
» Employee commuting was added as a new emission source to the 2024 inventory CREENHOUSE GAS FERIG AT I04 (a0
2 o o o S ot Tt el (Prard L

under Scope 3: Indirect emissions from transportation. Sl

» Our solar generation reached 1,982 MWh, contributing to 12.99% of the total energy :h'-‘:f__—:'_'_::‘::__
requirements for our branch network. i e 4 B L O o i &

» Achieved a 49% increase in customer onboarding through digital banking platforms. =—yire? i -

» 134 new suppliers were subject to social and environmental screening. e

SR TR T A

e 1 - ms e

GHG Emission 2024 @ Liar I
Category Emission Source tCO2e ; -
Category 1: Direct Emissions Business travel-company 10119 :.-—. T o

owned vehicles =
Standby generators 15710
Refrigerant leakage 540.95
Fire Extinguishers 2.35
Business travel - Rented 8.18
Total Direct Emissions 809.77
Category 2: Indirect emissions from imported energy | Grid - connected electricity 5,547.04
Category 3: Indirect emissions from transportation | Business travel - Hired 835.62
Business Air Travels 44.17
Employee - commuting 3,301.24
Category 4: Indirect emissions from services used Municipal Water 22.31
by the organisation
Category 6: Indirect emissions from other sources | T & D loss 568.80
Total Indirect emissions 10,319.19
Total GHG emission 11,128.96

**Employee commuting was added as a new emission source to the 2024 inventory

s

' Key Commitments towards Environmentally Conscious Operations

ISO 14064 Certification issued by the Sri Lanka Climate Fund: measuring the Bank'’s carbon footprint in accordance with the ISO
14064-1:2018 Standard, accounting for 10 emission sources, including both direct and indirect emissions

»

x

Branch solarisation project to reinforce HNB's carbon neutral status. The solarisation project which commenced in 2016 has seen 94
branches solarised as at the end of 2024

Energy-Efficient Lighting Systems: transitioned from conventional lighting to LED systems across our branches and offices

x

Inverter-type air conditioning units to lower energy consumption and extended equipment lifespan, leading to reduced maintenance
costs and further energy savings

x

z

Building Management Systems (BMS) to facilitate monitoring and reporting of energy, emissions and waste using tools such as Smart
Carbon Calculator and the CEO Dashboard to support data-driven decision making

Digitisation and automation of backend systems to migrate to paperless operations to reduce waste

x

Rs 2,823 Mn invested in 2024 towards waste management projects excluding waste to energy

x
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NATURAL CAPITAL

2024 2023 2022 2021
Total volume of paper waste recycled (kg) 95,720 172,730 112,540 92,700
Percentage of paper waste recycled (%) 100 100 100 100
New suppliers screened using environmental criteria 134 36 31 69
Investment of more efficient inverter air 86.6 85.6 78.4 26.5
conditioning technology across branches (Rs Mn)
4 N

' The Green Pledge

| am aware that my everyday actions leave a lasting impact on the environment. | am
aware that what | do affects not just my future but that of my peers, my customers, my
family and my fellow countrymen. | pledge to commit myself to create a greener office. |
pledge to the following actions, | will, in whatever | do, be conscious of my environment
and promote sustainable finance options introduced by HNB. | will seek to strengthen
sustainable business practices to reduce any negative environmental and social impact.

» | will use the photocopier only if it is a must

» | will strive to print on both sides whenever possible and when not possible reuse
the blank side of the paper

»  When taking notes, | will make the best use of paper, using space wisely, sparingly
and only out of necessity

» | will reuse folders and promote digital channels and paperless options to save
paper whenever possible

» | will switch off my monitor when leaving my desk and programme the computer to
switch to sleep mode if it is idle for more than 10 minutes.

» | will switch off the computer and printer before | leave my office
» If I am the last to leave | will check that all lights are switched off
» | will separate my waste and dispose it in the correct bin

» | will use water sparingly and close any running tap

» | will always opt for energy-saving alternatives and promote the use of renewable
energy

» | will walk, cycle and use public transportation whenever possible to come to work
and shift to these sustainable modes of commuting whenever possible

» | will do my best to take home these pledges and strive to live by example as |
recommit myself to a green habitat and sustainable lifestyle, every passing day

-

In keeping with HNB's holistic approach to environmentally conscious operations, the
sustainability practices of the Bank’s supply chain are also subject to in-depth scrutiny. All
new suppliers are evaluated for their social and environmental performance during the
new supplier registration process, while routine audits are conducted to verify if existing
suppliers continue to adhere to their commitments. Using audit findings, the Bank provides
guidance and support to suppliers to reduce their environmental footprint, advocating for
the use of renewable energy and waste reduction strategies.

No negative sustainability (social or environmental) risks were identified within the Bank’s
supply chain in 2024.

Training and Capacity Building
Training and capacity building are crucial

in helping employees, customers, and

other stakeholders cultivate the required
mindset and attitude towards environmental
consciousness. The process of training and
awareness for employees begins with the
Green Pledge, which represents a formal
promise by every HNB employee to integrate
eco-friendly practices into their daily routine
at work and home; such as minimising paper
use, reducing energy consumption, and
embracing sustainable commuting. All new
employees are introduced to the Green
Pledge as part of their induction programme.

Other targeted training programmes and
workshops are also conducted each year to
further embed the environmentally conscious
culture. Key training and capacity building
initiatives for 2024 included;

HNB #WalktheTalk Initiative — continuing
with the Cycling Challenge and Walking
Challenge to encourage our staff to explore
eco-friendly options for commuting to
work. In 2024, the initiative was further
strengthened with the introduction of the
STRAVA app to reward employees for their
commitment to eco-friendly commuting.

HNB Sustainability Excellence Awards - to
reward employees for their commitment

to foster sustainability and environmental
stewardship.

Social Media Campaigns to celebrate
Environmental Days:

¢ World Environment Day
¢ World Oceans Day
e World Water Day

Environmental Projects

Kanneliya Conservation Project - an ongoing
initiative by HNB in collaboration with [IUCN
and the Forest Department and supported by
Biodiversity Sri Lanka. The primary objective
of the project is to establish a biodiversity
credit accrual system linked to the restoration
of a degraded fern land in Halgahawala,
Opatha. Since the commencement of the
initiative in 2018, the Bank successfully
restored 2.5 acres of degraded forest land
within the Kanneliya Forest over the past
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6 years. Locally hired project staff have
been instrumental in the restoration. By
the third year, over 8,000 plants had been
successfully established, with an additional
4,386 plants added to increase density.
Moreover, approximately 1,000 Glyricidia
sticks are being cultivated at the site to
further support biodiversity and soil health.
In 2024, the Bank decided to extend its
conservation efforts by continuing to fund
this initiative.

Sapling Distribution Project - The Sapling
Distribution Project was launched to
coincide with World Environment Day on
5th June 2024. As part of this initiative,
over 2000 saplings were distributed to
selected branches covering all regions. A
symbolic celebration of this initiative was
held at the premises of HNB Towers with
the participation of several of our valued
customers and staff.

Clean the Environment Project- HNB
Mullaitivu and Mulliyawalai branches,

along with the Regional Office and other
regional branches, launched the “Clean the
Environment” project at Vattapalai Temple
in May, 2024 in collaboration with the
Pradeshiya Sabha Mullaitivu and the Temple
administration. This initiative aimed to
manage the waste generated by the festival
attendees of the Vattapalai temple.

FUTURE PLANS

| Recognition and Awards:

In 2024, HNB continued to be
recognised for excellence in
environmental stewardship with
multiple awards and accolades
received during the year further
reinforcing the Bank's leadership
in environmental responsibility and
resource conservation.

Joint winner in the banking
sector at the ACCA Sustainability
Reporting Awards 2023

P

<

» Top 10 - Best Corporate Citizen
Sustainability Award 2024

z

Winner: Best Project - Best
Corporate Citizen Sustainability
Award 2024

Winner: Triple Bottom Line Award
for Economic Sustainability
(Profit) - Best Corporate Citizen
Sustainability Award 2024

Category Award Winner:
Economic Contribution - Best
Corporate Citizen Sustainability
Award 2024

Significantly

Improve Impactful reduce the
paperless engagement with dependence of grid Accelerate lending
operations the Science-based electricity through to industrial

increased generation decarbonisation
from renewable energy

sources

through digital

A Targets Initiative
transformation

(SBTi)
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MANUFACTURED CAPITAL

HNB's Manufactured Capital comprises its
extensive branch network and allied physical
infrastructure, forming the foundation of the
Bank'’s business model. Our island-wide branch
footprint encompassing urban, semi-urban

and rural areas, enables HNB to serve diverse
customer segments across Sri Lanka, while the
allied infrastructure consisting of self-service
machines such as ATMs, CRMs (cash withdrawal
and deposit machines) further augment the value
proposition offered by the branch network.

A RISK ~ e OPPORTUNITIES o

Maintenance and staffing costs for physical Physical presence in underserved areas
branches could strain profitability amidst can drive financial inclusion by catering
economic challenges to unbanked and rural populations
Evolving compliance requirements may Branches can focus on offering
necessitate costly upgrades or adjustments personalised advisory and
to branch operation complex financial solutions
) -
T J
1

MATERIAL MATTERS

Customer Experience | Brand and Reputation | Inclusive Growth and Responsible Lending

000 \/

fmmn MANAGEMENT APPROACH

R, .3
HNB adopts a strategic and sustainable approach to developing its Manufactured Capital, focusing on optimising
its physical branch network and allied infrastructure to support business growth and enhance customer satisfaction.
strengthen reach, accessibility, reliability and efficiency, all collectively contributing towards enhancing customer
-

This involves improving the robustness of physical infrastructure through continuous and ongoing investments to
experience.

A

GOVERNANCE ~N
COMPLIANCE VOLUNTARY BEST PRACTICES POLICIES INTERNAL MANDATES
CBSL directives on branch . Green building guidelines . Policy on Control and Strategic Plan

Investments

Procurement Policy
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Key Highlights for 2024

~ Property, Plant and Equipment
Rs Bn
35

30
25
20

2020 2021 2022 2023 2024
® Land and Building @ Others

Strategic Network Expansion

HNB is the second largest private commercial bank in Sri Lanka, featuring
a substantial branch network across the local banking industry. Our
extensive physical footprint, represented by 254 branches including
Islamic Banking Units, strategically located across urban and semi-urban
areas of the Country offers a comprehensive range of banking solutions
to drive economic empowerment and support financial inclusion
throughout Sri Lanka.

The Bank’s strategy on expansion over the past decade has been mainly
through digital channels. However, the Bank maintains a scientific
approach to identify opportunities for establishing new branches

o Northern
Province 21 61

North Central

Province

10 | 30 Central
Province
26 | 85

North Western

Province
a [ o Eastern
Province
&
25 | 64
XVesFern o Sabaragamuwa
rovince .o  Province
e
106 | 385
11 35
-0 Uva Province
Southern
Province 12139
& °
25 [ 73

Branches ‘ Self-Service Machines
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\*/0 Value Creation Scorecard 2024
KEY ACTIONS

1 branch relocated

x

z

x

34 new Self Service Machines installed

upkeep of physical infrastructure

x

wait times at branches

CRM enablement across the branch network

Rs 978.7 Mn was incurred on account of maintenance and

Focus on digital integration to reduce customer queuing/

OUTPUTS FOR HNB & IMPACT ON OTHER CAPITALS

Machines

x

13% energy requirement of branches met by solar

Revenue growth resulting from the delivery of
banking services to a growing number of customers

in Sri Lanka

Strong physical footprint improves brand visibility

and enhances reputation

Ability to promote financial inclusion helps to foster

customer trust and loyalty

Stakeholder Outcomes 2024 2023
Island-wide access to Self

Service Machines 832 799
Annual transaction volumes

through self service machines| 62.4Mn| 57.1 Mn
Average customer queuing

times at branch counters 10.4 mins n/a

9.3% YoY increase in transaction volumes through Self Service

&

=
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MANUFACTURED CAPITAL

or relocating existing ones. Decisions
regarding the expansion / relocation are
underpinned by the Bank’s strategic plans
and supported by a comprehensive analysis
to determine the potential of a particular
area, vis-a-vis market trends, demographic
shifts, customer behaviour, and economic
activities. Cost considerations are a critical
aspect of the branch expansion strategy,
with several metrics such as projected return
on investment, operational efficiency, and
cost-to-income ratios rigorously evaluated.

The final decision making process involves
input from Senior Management and is
subject to Board approval, ensuring that
all expansions are strategically sound

and financially sustainable. Currently,
approximately 80% of HNB's branch
network operates on leasehold premises,
with the remaining located on freehold
properties owned by HNB.

No new branches were added to the
network in 2024. However, the Ja-Ela branch
was relocated during the year under review
to strengthen visibility, and enhance the
customer experience.

Infrastructure Upgrades

Having already invested in establishing a
strong island-wide branch presence, HNB
has in recent years placed more emphasis
on strengthening service features offered
through branches. To that end, considerable
resources have been channelled towards
installing the latest self-service machines

across the branch network. Today, all our
branches are equipped with state-of-the-art
self-service machines - ATMs, Cash Deposit
Machines and Cheque Deposit Machines, all
fully-compliant with international standards
for security, efficiency and reliability.

With the self-service model proving to be
a highly cost-effective tool in widening
customer outreach, particularly in remote
and underserved areas, HNB has made

a conscious effort to further expand

its network. Expanding the self-service
infrastructure is also a key aspect of HNB's
broader digital transformation strategy to
ensure 24/7 availability for essential banking
functions in alignment with the Bank's
customer proposition of “Make Banking
Enjoyable” for all Sri Lankans.

A total of 34 self-service machines were
installed in the year under review, in line
with the Board approved CAPEX plan and
budgets.

Maintenance and Upkeep

All physical infrastructure is subject to
regular maintenance and upkeep to ensure
optimal functionality and enhance asset
lifespan. This includes replacing outdated
equipment / furniture & fittings, performing
routine inspections, and conducting
necessary repairs. In the year under review,
Rs 978.7 Mn was incurred on account

of maintenance and upkeep of physical
infrastructure.

At the same time, the Bank remains
committed to continuously reassessing
the effectiveness of its branches in
delivering HNB'’s pledge to “make banking
enjoyable” for its customers. As part of
this commitment, the Bank has prioritised
the integration of advanced technology

to optimise the efficiency of its physical
assets, thereby ensuring the delivery of an
unparalleled customer experience.

Several technology projects were
implemented in 2024, among them, the

roll out of the CRM (Customer Relationship
Management) system across the branch
network, enabling frontline teams to access
real-time customer data which significantly
enhances customer serviceability and
supports proactive lead follow ups.
Similarly, efforts to revamp the internal
workflow of the Loan Origination System
(LOS) have greatly reduced turnaround
times for leasing customers. Additionally,

a new Queue Management System was
piloted at selected branches aimed at
reducing customer wait times at the branch
lobby. Collectively, these initiatives have
contributed to a notable improvement in
productivity of branch teams, in turn leading
to greater operational efficiency.

Risk Mitigation and Security

The Bank’s Business Continuity Plan (BCP)
forms an integral part of safeguarding
HNB's physical infrastructure and
ensuring business continuity in the event
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of unforeseen emergencies or disasters.
Supported by a comprehensive Business
Impact Analysis (BIA), the BCP outlines
detailed strategies for mission-critical

units, processes, systems, and staff
replacements in the event of key personnel
absence. It also identifies alternate business
locations and necessary resources, with
clear documentation of Recovery Time
Objectives (RTO), Recovery Point Objectives
(RPO), and recovery strategies. To ensure
seamless execution, the BCP defines
specific roles and responsibilities for critical
functions such as Crisis Management,
Emergency Response, Business Recovery,
and IT Disaster Recovery Planning.

As part of ongoing improvements, the
Bank-wide BCP was reviewed during the
year and necessary amendments were
incorporated to strengthen the resilience

of BCP arrangements. The “call tree” crisis
communication protocol was integrated into
the BCP in 2024, alongside other routine
updates. This revised plan was presented to
and approved by the Board in July 2024.

In October 2024, HNB successfully
conducted its annual live BCP drill for 35
critical departments. The results were
shared with the Board's Integrated Risk
Management Committee (BIRMC) and the
Central Bank of Sri Lanka (CBSL).

FUTURE PLANS

Secure
the ISO/IEC
22301 Standard
for Business
Continuity
Management
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Queue Management

Moreover, HNB also took some concrete
steps to comply with Banking Act Directions
No 16 of 2021 on the Regulatory Framework
for Technology Risk Management and
Resilience, by starting the process of
obtaining the ISO/IEC 22301 certification
for Business Continuity Management. The
services of an external consultant were
obtained to assist in improving the existing
BCP to align with the ISO 22301 Standard.
Furthermore, a confirmation was obtained
from an external auditor assuring that the
Bank’s BCMS processes are conducted
according to the ISO standards.

Sustainability Integration

In keeping with the latest global best
practices, HNB undertakes to integrate
sustainability across its branch network
through renewable energy investments
alongside the adoption of lean management
practices.

The Bank has taken significant steps

to reduce its environmental impact by
installing rooftop solar panels at select
branches. In addition to renewable energy
initiatives, teams are encouraged to adopt
lean management principles to streamlining
processes, resulting in lower energy
consumption, and minimising paper usage,
while maintaining service excellence.

Implement the Strategically

expand the
System across the seﬁ-service
branch network network

I ANNUAL REPORT 2024



INTELLECTUAL CAPITAL

Intellectual capital embodies the intangible

assets that define HNB's position within the local

banking industry. This includes the Bank’s long-
standing brand reputation, deeply ingrained
values, and other distinctive attributes. The
intrinsic value derived through each of these
intangible assets not only reinforces the Bank's
competitive position, but enables HNB to stay
ahead of the curve.

A RISK

OPPORTUNITIES

) 4
Disruption that can be created by market Strengthening the HNB brand through
players and the failure to innovate consistent communication and proactive
Possibility of data breaches or unethical customer engagement
practices harming the Bank’s reputation and Building strategic alliances to facilitate
customer trust knowledge exchange and innovation to create
competitive differentiation
\_ ) - /
T J
1

Customer Experience | Brand and Re

MATERIAL MATTERS

putation | Ethics, Governance and Compliance

N

MANAGEMENT APPROACH

competitive position and retaining stakeholder trust.

Strategically invest in strengthening all key intangibles to ensure they contribute towards solidifying the Bank's

A

GOVERNANCE ~
COMPLIANCE VOLUNTARY BEST PRACTICES POLICIES INTERNAL MANDATES
All regulations applicable to ISO 9001: 2015 Boardroom Ethics Policy Brand Strategy
li d ial banks and
;i:i:is:s “Ztoen;n;ir;ae CZTorSan; Policy on Internal Code of Business Conduct
Stock Exchange 2l Bt
Policy on Anti-Bribery and Corruption
Anti-Money Laundering Policy
Policy on Whistleblowing
Social Media Policy
J
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Key Highlights for FY 2024

Key awards and accolades in 2024

»

‘No 1 Corporate in Sri Lanka’ under
‘Business Today Top 40’ rankings

‘Best Bank in Sri Lanka’ by Euromoney

‘Best Bank in Sri Lanka’ by the Indian
Chamber of Commerce (ICC)

‘Best Retail Bank in Sri Lanka’ for the
15th occasion by the Asian Banker for
the year 2024 awarded in 2025

‘Best SME Bank in Sri Lanka’ by
Euromoney

‘Best Automobile Financing in Asia
Pacific’ by the Asian Banker

HATTON NATIONAL BANK PLC |

»

‘Market Leader in Trade Finance
Services’ by Euromoney

‘Best Service Provider in Trade Finance
- both Overall and Domestic’ by
Euromoney

‘Runner-up for Best Performance on
Profitability — Sri Lanka” by the Indian
Chamber of Commerce

‘Winner Top 10 - Best Corporate
Citizens', ‘Triple Bottom Line’ Award,
‘Economic Contribution Award’ and
‘Best Project Sustainability’ Awarded
by the Ceylon Chamber of Commerce
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Gold Award for the ‘Bank of the
Year for Excellence in Customer
Convenience’ at the LankaPay
Technovation Awards

Silver Awards for ‘Private Banking
Sector’ and ‘Corporate Governance
Disclosure — Financial Services’ at the
TAGS Awards by CA Sri Lanka

Bronze Award for the ‘Best Investor
Relations Mid to Large Cap
Companies’ by CFA Society Sri Lanka
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INTELLECTUAL CAPITAL

Brand Legacy

HNB's brand legacy is backed

by over 136 years of dedicated
service to the nation, through

the provision of reliable,
innovative, and customer-focused
banking, positioning HNB as a
trusted partner in progress for
generations of Sri Lankans. As the
Country'’s largest private-sector
retail bank, HNB serves over

2.5 Mn customers nationwide,
underscoring its vital role in
empowering communities across
the island.

Retail banking remains a
cornerstone of HNB's operations,
supported by a robust

network of 254 branches and
800+ self-service machines
strategically located for optimal
accessibility and island-wide
reach. Complementing its
physical presence, HNB has
consistently led the way in
offering customers convenient,
secure, and comprehensive

digital banking solutions. By
integrating global best practices
and cutting-edge technology, the
Bank has continually redefined

its offerings to correlate with the
evolving needs of generations of
customers.

The success of HNB's efforts

to deliver pioneering digital
platforms, is evidenced by the
remarkable growth in digital
transaction volumes alongside
the rapid expansion of the Bank’s
customer base over the past 5
years.

Moreover, even amidst economic
turbulence and industry
headwinds in recent years,

HNB has remained a symbol of
stability and transformation. The
Bank demonstrated exceptional
resilience in adapting to volatile
market conditions while driving
progress notwithstanding
challenges. These achievements
are underpinned by HNB's strong

Brand Health Tracker - 2024

The 2024 Brand Health Tracker was conducted to evaluate and

monitor HNB's brand performance across essential metrics,
including top-of-mind and spontaneous recall, as well as primary
and secondary brand usage share across banks and products.
The study also surveyed other aspects such as customers’ general
perception of banks, sources of awareness, and brand image
attributes, to provide a holistic understanding of HNB's market
positioning.

The research was conducted using a stratified random sampling
methodology, covering all nine provinces of Sri Lanka. With a
robust sample size of 400 respondents, the study ensured high
reliability, maintaining a 95% confidence level and a margin of
error of £4.8%. The findings revealed significant progress in
key areas when compared to the previous study conducted in
2022. Spontaneous recall showed an increase of 18%, reflecting
enhanced market penetration and stronger brand presence,
while top-of-mind (TOM) awareness grew by 2%, indicating
steady improvement in brand visibility. These results highlight
the effectiveness of HNB's strategic efforts and reinforce the
importance of sustained investment in brand management to
maintain its competitive edge.
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\*'0 Value Creation Scorecard 2024

KEY ACTIONS

Strengthening strategic partner networks
Strategic shift towards promoting the corporate brand
Brand Health Tracker to study key brand metrics

Conduct policy updates in line with latest regulatory
change

Extension of the ISO 9001:2015 coverage to 3 new
departments

OUTPUTS FOR HNB & IMPACT ON OTHER CAPITALS
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Ranked the Number 1 Company in Sri Lanka by Business
Today in its Top 40 Businesses ranking for 2023-24 (Number
4 - 2022-23)

Recognised among the Top 25 Corporates at the LMD
Awards 2024

AA- (Ika) issuer ratings from Fitch Ratings
Brand Equity Value Rs 25.0 Bn (2023)

ZERO Ethics Violations

Strong all-round brand performance helps to

consolidate brand position to drive market share
growth

Strong ethics and business conduct contributes
towards enhancing customer trust

=

IQ-

Adoption of global standards and certifications

helps to improve both employee productivity and

resource efficiency 22z
Stakeholder Outcomes ‘ 2024 ‘ 2023

No of respondents polled under the

brand health tracker 400 nfa @

ot
y
il

aa
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performance across key financial and
operational metrics, including asset quality,
profitability, funding mix, liquidity, and
capital adequacy, collectively strengthening
the Bank's ability to consistently maintain
the AA-(Ika) issuer rating from Fitch Ratings.
Meanwhile, the focus on sustainability

and corporate excellence further cements
its reputation as a forward-thinking and
resilient institution.

During the year under review, our branding

efforts were strategically realigned to focus

on improving visibility of the HNB corporate
brand as part of a planned exercise to build
brand equity.

Deviating from the conventional practice
of individual product-based branding, we
shifted towards a consolidated strategy to
unify the entire product basket under the
HNB corporate brand.

It is expected that promoting all products
under the corporate brand umbrella will
convey a cohesive and impactful message
that points to a stronger association
between our corporate identity and

our brand promise: We Make Banking
Enjoyable.

Business Ethics

At HNB, strong business ethics form the
cornerstone of our operations, guiding our
decision making processes and ensuring
adherence to the highest standards of
integrity and transparency. It is represented
in our Value of “Leading with Courage”.
Our Board of Directors exemplifies this
commitment, setting a precedent for
ethical conduct where transparency and

NATIONAL BANK

Sl

SEIL ™1 & O M
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accountability are emphasised across all
levels of our organisation.

A robust Board-approved conduct
framework, which applies to all Directors
and employees, underpins our dedication to
embedding the highest standards of ethics,
transparency, and integrity across the Bank.

In 2024, this conduct framework was
significantly reinforced, with several policies
updated to reflect the latest regulatory
changes. The key conduct policies revised
include:

¢ Internal Code of Conduct and Ethics
Policy

e Whistleblowing Policy

¢ Social Media Policy:
Amended in accordance with the
Personal Data Protection Act, clear
guidelines were established to protect
the privacy, confidentiality, and interests
of the Bank, its products, services,
employees, partners, and customers.

¢ Anti-Bribery and Corruption Policy:
Amended to align with the provisions
of the CSE's new Listing Rules on
Corporate Governance, with established
procedures mandating employees
to report suspicious transactions.
This Policy update was supported by
extensive training (refer to page 119 for
the Corporate Governance Report).

Due to the strict enforcement of the
Anti-Bribery and Corruption Policy, HNB's
operations are safeguarded against bribery
and corruption. No incidents of bribery or
corruption were reported in 2024.

=)

Statement of Commitment to
the FX Global Code

Hatton National Bank PLC
("Institution”) has reviewed the content
of the FX Global Code (“Code”)

and acknowledges that the Code
represents a set of principles generally
recognised as good practice in the
wholesale foreign exchange market
("FX Market"”). The institution confirms
that it acts as a Market Participant as
defined by the Code, and is committed
to conducting its FX Market activities
("Activities”) in a manner consistent
with the principles of the Code. To

this end, the institution has taken
appropriate steps, based on the size
and complexity of its Activities, and
the nature of its engagement in the FX
Market, to align its Activities with the
principles of the Code.

Standards and Certifications

Standards and certifications which

provide formal validation regarding

HNB'’s commitment to compliance

and continuous improvement through
proactive risk assessment, strengthens the
Bank's reputation and helps to reinforce
stakeholder trust.

Currently, several departments across the
Bank have successfully obtained the I1SO
9001:2015 Quality Management System
Certification by Bureau Veritas reflecting
the Bank’s steadfast commitment towards
institutionalising a culture of quality and
customer service, whilst also focusing on
continuous improvement and efficiency.
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In 2024, the following departments were Memberships and Affiliations

certified under the standard; Strategic Partnerships

HNB rTwair?tains merﬁberships with various formed in 2024
organisations to facilitate knowledge

e Credit Administration Division ) )
sharing and to stay abreast of industry

» Lanka Property Web (LPW) - Retail

¢ Centralised Credit Operations trends, regulatory developments, and Banking - Home Loans
Department global best practices. These memberships » John Keells CG Auto (Pvt) Ltd Retail
enable HNB to actively participate Banking - EV Leasing
® Banking Services Department in shaping the future of banking by

» Lanka Impact Invest Network (LIIN)
SME Banking - Seed funding for
SME’s

» SLAF
Micro Finance - Capacity building
workshops on agriculture best
practices for grass root level agri-

contributing to thought leadership and
collaborating on initiatives that drive
innovation and sustainability.

e Password Administration, SWIFT
Communication and Central Cash
Management under the Operations
Department Similarly, affiliations to industry bodies,

professional networks, and trade

associations provide valuable opportunities
for networking, advocacy, and professional

The Bank has also adopted various
standards and certifications, as needed

for operational areas, among them is the development for Bank employees. HNB's entrepreneurs
Statement. of Commltmgnt to the FX Global ongoing memberships and affiliations » HT Peris & Co.
code applicable for foreign exchange include; SME Banking - Capacity building

trading operations by the Bank’s Treasury. workshops on Tax for SME's
¢ Sri Lanka Bankers' Association

Strategic Partnerships Sustainable Banking Initiative

Strategic partners play a vital role in adding e Asian Bankers Association
value to HNB's business by bringing in
complementary expertise, resources,
and capabilities that enhance the Bank’s
offerings and operational efficiency.

e Biodiversity Sri Lanka

Over the years, HNB forged strategic
partnerships with various organisations

and entities. These tie ups have been
instrumental in business growth as well as
furthering the Bank’s sustainability agenda.

FUTURE PLANS

Extend the ISO

9001: Strengthen
2015 to cover visibility of the
other key corporate brand
departments
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TRANSITIONING TO SLFRS S1 AND S2

GOVERNANCE of sustainability-
related risks and opportunities

Board Oversight

The Board is the main governing body
responsible for monitoring, approving,
overseeing, and reviewing HNB's
sustainability and climate-related risks and
opportunities. As set out under the Policy
Environmental and Social Governance
Factors, the Board oversight role
encompasses governance, strategy, finance,
risk management, and the establishment
of metrics and targets to ensure that HNB
remains relevant and aligned with global
best practices in sustainability.

Recognising the importance and
implications of climate-related risks on
HNB's business, the Board actively oversees
the risk assessment process to identify,
evaluate, and respond to these challenges.
To facilitate this, the Board has established
the Integrated Risk Management Framework
(IRMF) to assess the potential impact of
various climate scenarios on the Bank's
operations and financial stability. This
proactive risk management strategy enables
HNB to anticipate and mitigate climate-
related risks effectively, safeguarding the
interests of stakeholders while enhancing
long-term organisational resilience.

Role of the Board Integrated Risk
Management Committee (BIRMC)

Operating under the delegated authority

of the Board, the BIRMC maintains high

level surveillance to keep track of risks and
opportunities linked to the core business
and value chain activities, with feedback and
recommendations presented to the Board at
monthly Board meetings.

Role of Management

The Sustainability Management Committee
(SMC) was appointed in 2024 to ensure
comprehensive oversight of sustainability
and climate risk-related matters. This
committee will report to the Board Strategy
and Investment Review Committee (BSIRC)
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The selection of members for this
committee is based on expertise, leadership
role, and functional relevance within HNB.
Committee members comprise senior
executives, subject matter experts, and

key decision-makers who possess deep
industry knowledge and experience in risk
management, sustainability, finance, and
corporate strategy. This approach aims to
ensure that the committee is equipped with
the necessary skills to provide strategic
direction, assess risks, and drive initiatives
that align with HNB's long-term objectives
and regulatory requirements.

STRATEGY process for
determining actual and potential
impacts of sustainability- related
risks and opportunities on the
Bank’s businesses, strategy and
financial planning

Analysis

HNB has started conducting industry
climate and sustainability risk reviews to
assess the potential business implications
of climate change on its lending portfolio.
This exercise marks the first steps towards
developing a structured approach to
managing climate-related risks. Through
this excercise, HNB aims to evaluate the
potential financial impact of physical and
transition risks across its portfolio, in order
to align the Bank’s long-term sustainability
strategy in tandem with global best
practices and regulatory expectations.

Outcome

HNB adopts the precautionary approach
for the management of sustainability issues.
Hence Sustainable finance has emerged

as a key priority for HNB, underscoring

the commitment to integrate sustainability
into its core financial offerings to ensure
long-term value creation while addressing
pressing environmental challenges.

To that end, HNB places a strong focus on
sustainable financing, including providing
tailored financial solutions to support

5

projects that promote clean energy
solutions and reduce reliance on fossil

fuels. HNB's sustainable finance strategy
also includes tailored financial solutions

and capacity-building activities as part

of an ambitious initiative to build climate
resilience within the agriculture sector, while
promoting financial inclusion among rural
farmer communities.

Value chain financing represents another
key aspect of HNB's sustainable finance
strategy. Value chain financing is a
fundamental pillar of HNB's sustainable
finance strategy that focuses on supporting
the SME sector development as the basis
of driving transformational change across
the entire economy. By integrating financial
solutions across multiple industries and
sectors from agriculture, manufacturing,
trade, energy, and services to SME and
micro sectors, HNB strives to ensure that
businesses at every touch-point across the
economic value chain have access to the
capital needed to grow sustainably.

RISK MANAGEMENT The
processes within the Bank to
identify, assess and manage
sustainability related risks

HNB’s approach to managing sustainability
risks is anchored in a robust Environmental
and Social Management System (ESMS),
designed to uphold the highest standards
of environmental and social responsibility.
At the core of the ESMS is a well-defined
exclusion list, aligned with the International
Finance Corporation’s (IFC) Performance
Standards for Environmental and Social
Sustainability. Embedded within the Bank’s
Environmental and Social Policy, this list
provides the foundational guidance for
ensuring HNB avoids funding activities with
significant adverse environmental or social
impacts. The exclusion list outlines specific
areas where HNB is strictly prohibited from
extending credit facilities. However, as an
exception, HNB continues to support long-
standing customers who have obtained
facilities for the production and trading of
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TRANSITIONING TO SLFRS S1 AND S2

alcoholic beverages and tobacco prior to
the introduction of the exclusion list. To
mitigate exposure, the Bank has capped
total lending to this sector at below 3% of
its total loan book, with current exposure
standing at 1%.

To prioritise sustainable lending across
other sectors, HNB employs a stringent
evaluation process for all high-value credit
proposals with the ESMS Unit within the
Risk Department tasked with conducting
thorough assessments of borrowers’
environmental and social performance
based on ESMS-defined criteria. All high-
risk facilities above Rs. 15 Mn (excluding
PFS) are subject to ESMS guidelines, while
lower-risk projects require no special
evaluation. Medium-risk projects are
assessed by trained Relationship Managers
(RMs) or credit officers, who apply ESMS
criteria and conduct necessary due
diligence, including site visits to verify

the authenticity of applicant claims. A risk
scorecard is used to classify projects, with
high-risk projects receiving an A or B+
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rating, medium-risk projects are assigned
a B rating, and low-risk projects that fully
comply with ESMS covenants rated C. To
enhance risk management, sector-wise
industry risk reviews are conducted, with
recommendations disseminated to staff
through internal circulars.

Risk scorecards serve as a foundation

for determining appropriate risk
mitigation measures to address significant
environmental and social concerns.

Next Steps

Going forward, the Bank plans to further
deepen its sustainability strategy to
consider social risks associated with lending
portfolios and in line with the latest global
standards as and when such benchmarks
are available. In addition, steps will also
be taken to measure sustainability risks
associated with subsidiary portfolios

and assess how these would impact the
performance and prospects of the HNB
Group as a whole.
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Governance

Grounded to Grow

Our governance framework is deeply rooted in integrity, resilience, and accountability,
enabling us to distribute value across our extensive network while ensuring long-term
stability and progress in every circumstance.

Aspen Trees thrive through a unique system—rather than relying on external factors for growth, they
regenerate through an interconnected root system, creating a vast, self-sustaining organism. Even in
the face of disruption, this foundation ensures continuity and renewal.

Similarly, our governance structures provide the strength and adaptability needed to navigate
challenges, fostering a future of trust, transparency, and sustained growth for all our stakeholders.
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BOARD OF DIRECTORS

Dr. Prasad Samarasinghe
Director

(Non-Independent /
Non-Executive)
o

Madura Rathnayake
Director

(Independent /
Non-Executive)

o o
Nihal Jayawardene PC Sivakrishnarajah Renganathan
Chairman / Director Director
(Non-Independent / (Independent /
Non-Executive) Non Executive)
o o
Damith Pallewatte Prawira Rimoe Saldin
Managing Director / Director

Chief Executive Officer (Non Independent /

Non-Executive)
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Kithsiri Gunawardena Devaka Cooray Nanda Fernando
Director Director Director
(Non-Independent / : (Senior Independent / : (Independent /
Non-Executive) Non-Executive) Non Executive)
o o o
Suresh Shah Rasitha Gunawardana Shiromi Halloluwa
Director Director Assistant General Manager
(Independent / (Independent / (Legal) / Board Secretary
Non Executive) Non-Executive)
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BOARD OF DIRECTORS

Nihal Jayawardene PC
Chairman

(Non- Independent /
Non-Executive Director)

LL.M (Lond), President’s Counsel

HRRC NGC SIRC BCC

Appointed: August 2021

Appointed Chairman: June 2023

Skills & Experience:

Mr Jayawardene, who is a distinguished

old boy of St. Anthony's College - Kandy,
having entered Sri Lanka Law College

in 1980, joined the Bar in 1983. He has

his career experience as an officer of

the Attorney General's Department of

Sri Lanka in excess of 20 years, Senior
Lecturer of Sri Lanka Law College and Legal
Consultant and Board Member in numerous
Institutions. He is an Attorney at Law of the
Supreme Court of Sri Lanka and Solicitor

of the Supreme Court of England & Wales.
Recently he along with two others in the
Banking sector in Sri Lanka was conferred
with the honorary foundation membership
of the Chartered Institute of certified
Accountants of Australia and New Zealand.

Mr Jayawardene has extensive experience
in Public Enterprises reforms programmes
carried out in the areas of Insurance,
Telecommunication, Aviation, Port &
Shipping and Plantation sectors.

In recognition of his immense contribution
made to the Legal Profession as an eminent
senior counsel in Corporate, Commerecial,
Aviation and Public Law he was appointed
as a President’s Counsel in the year 2012.

Mr Jayawardene also played a leading role
in the process of drafting the Companies
Act, Civil Aviation Authority Act, Civil
Aviation Act, and the Colombo Port City

Economic Commissions Act. In December
2023 as the Chairman of a Committee
appointed to review the Bills of Exchange
Ordinance he submitted comprehensive
recommendations to the Minister of Justice.

Other Current Appointments:

He is presently the Chairman of Company
Law Advisory Commission and a member
of Board of Governors of the Asian Institute
of Business and Science (AIBS) and the in-
house Counsel of Capital City Law. He is
also a Member of the Intellectual Property
Law Advisory Commission.

Previous appointments

Mr Jayawardene has served as the Founder
Chairman (NED) of Lanka Sathosa Limited,

a Director (NED) of Hotel Developers Lanka
Limited from 2004 to 2015, a Director (NED)
of Milco (Pvt) Ltd from 2005 -2008 and

also served as a Director (NED) of People’s
Leasing and Finance PLC. Mr Jayawardene
has also been a Member of the Board of
Civil Aviation Authority of Sri Lanka for more
than 12 years.

Damith Pallewatte

Managing Director /
Chief Executive Officer

(Executive Director)
MBA - PIM (USJ), BSc - Management (Hons)

University of London, LSE, FRM, ACI, SCR,
FCMA (UK), CGMA

Appointed: Acting Chief Executive Officer -
April 2024

Appointed Managing Director / CEO:
November 2024

Skills & Experience:

Mr Pallewatte holds a Master of Business
Administration (MBA) degree from

Postgraduate Institute of Management
(PIM), University of Sri Jayewardenepura,
Sri Lanka and earned his Bachelor of
Science — Management (Hons) degree from
University of London, London School of
Economics (LSE). He has been admitted

to the designation of Certified Financial
Risk Manager (FRM) by Global Association
of Risk Professionals (GARP) and also

an “ACl Operations Certificate” Holder
covering Treasury Operations from Financial
Markets Association, France. Moreover

he is a “Sustainability and Climate Risk
Certificate” (SCR) holder from GARP, and

a Fellow Member of Chartered Institute

of Management Accountants- UK and a
Chartered Global Management Accountant
(CGMA).

Mr Pallewatte is a qualified Banking & Risk
Management Professional with 28+ years of
experience in the banking sector of which
14+ years in Senior/Corporate Management
having exposure to the full spectrum of
banking covering Credit, Branch Banking,
Transformation and Operations including
Strategy & Risk Management.

Other Current Appointments:

Mr Pallewatte is the Chairman/Director
(NIND/NED) Acuity Partners (Pvt) Ltd (APL),
Lanka Ventures PLC, and LVL Energy Fund
PLC, He is also a Director (NIND / NED) of
Acuity Securities (Pvt) Ltd Mr Pallewatte has
also been appointed as Nominee / Stake
holder Director of Lanka Financial Services
Bureau Limited [LFSBL].

Previous appointments

Prior to his appointment as Acting Chief
Executive Officer, he was the Deputy
General Manager — Wholesale Banking
Group overlooking business Segments
covering Corporate Banking, Emerging
Corporates, Trade Finance, Financial
Institutions, Treasury Services, Payments &

2/\&8 Board Audit Committee SIRC " Strategy & Investment Review Committee
HRRC Human Resources & Remuneration Committee PADC = Procurement & Assets Disposal Committee
NGC  Nominations & Governance Committee BCC = Board Credit Committee

[BIRME Board Integrated Risk Management Committee BRC = Board Recoveries Committee

RPTRC Related Party Transactions Review Committee SBCDB' Special Board Committee on Digital Banking
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Cash Management, Custody and Trustee
Services, Islamic Banking and Project
Finance. Previously he also held the
positions of Deputy General Manager Risk
/ Chief Risk Officer (CRO)/Chief Information
Security Officer (CISO) Mr Pallewatte was
also the Chief Risk Officer of Nations Trust
Bank PLC prior to joining HNB PLC.

Mr Pallewatte has been appointed to
MESANA (Middle East South Asia and
North Africa) Regional Advisory Panel

of Association of International Certified
Professional Accountants (AICPA) for
year 2020/21 and MESANA Regional
Engagement Panel for 2022/23 by CIMA
and elected as Vice Chairman of CIMA
Country Network Committee (CNC), Sri
Lanka in 2021/22. He has also served as
the Chair of South Asia Area Committee
of CIMA and AICPA covering countries
India, Sri Lanka and Bangladesh for year
2022/23. Mr Pallewatte was a past president
of Association of Banking Sector Risk
Professionals, also Known as the “CRO
Forum”. He was also appointed as Chairman
of the Technical Committee appointed to
recommend technological advancements
for Credit Information Bureau of Sri Lanka
(CRIB) by Central Bank of Sri Lanka. Mr
Pallewatte is elected as Vice President

/ Director of International Chamber of
Commerce in Sri Lanka [ICCSL] as well.

Mr Pallewatte was a resource personnel
for Institute of Bankers Sri Lanka (IBSL) and
Centre of Banking Studies, Central Bank of
Sri Lanka (CBSL) and Sri Lanka Institute of
Directors (SLID).
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Madura Ratnayake
Director

(Independent /
Non-Executive Director)

B.Eng (Hons) (London), MBA (Sri
Jayewardenepura), Dip.in Computer System

Design (NIBM Sri Lanka)

HRRC = NGC SIRC SBCDB

Appointed: October 2018

Skills & Experience:

A Chartered Engineer, Mr Ratnayake holds
a MBA from the Postgraduate Institute

of Management (Sri Jayewardenepura), a
First Class Honours Degree in Software
Engineering from City University in London
and Dip.in Computer System Design (NIBM)
Sri Lanka.

Mr Ratnayake has over 25 years’ experience
in IT, digital transformation, and

cyber security. He has experience in
large scale business transformation
program design and execution, driving
corporate innovation, cyber security,
solution architecture, customer support,
consultancy and general management in
UK, USA, Australia, India and Sri Lanka.
He has delivered multi-million-dollar
projects to Fortune 1000 companies with
geographically spread software teams.

Other Current Appointments:

Mr Ratnayake is the Co-Founder and
President of Scybers (Pvt) Ltd, a global
cybersecurity consulting and managed
services company, Director (ED) of 2 H X
World (Pvt) Ltd, Director (ED) Scybers Inc
(Incorporated in USA), Director (NIND /
NED) of Inxai LLC, Director of Protus Cyber
Pte Ltd,Director of Stratec Partners Pte
Ltd, Director of INXAI (Pvt) Ltd. and hSeind
Business Solutions PLC (IND/NED), the first
listed software technology company in Sri
Lanka. He represents the IT industry on
the boards of several leading universities/
institutions.

Previous appointments

Mr Ratnayake was the Executive Vice
President/Global CIO and the Center Head
for Virtusa Sri Lanka. He has also served as a
Director (IND/NED) of Sanasa Development
Bank from December 2014 to January

2016, and Sri Lanka Institute of Information
Technology.

He is also the Founder Director and

former Chairman of Sri Lanka Association
for Software and Services Companies
(SLASSCOM,), the industry body for IT

and BPM in Sri Lanka and the Chairman

of Sarvodaya Fusion, the ICTAD arm of
Sarvodaya, the largest NGO in Sri Lanka
and he was an Independent/Non-Executive
Director of Sri Lanka CERT (Pvt) Ltd,
National Cybersecurity Agency and Director
of Information Communication Technology
Agency (ICTA), the National Agency for
Digital Government.

Devaka Cooray
Director

Senior Independent Director
(Independent / Non-Executive
Director)

FCA (SL), FCMA (UK)

| BAC_ N[l BCC

Appointed: July 2020 as Independent
Director, June 2023 Designated as Senior
Independent Director

Skills & Experience:

Mr Cooray is a Fellow Member of the
Institute of Chartered Accountants of
Sri Lanka and the Chartered Institute of
Management Accountants of the United
Kingdom.
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Other Current Appointments:

Mr Cooray is the Chairman (IND/NED)

of United Motors PLC, U M L Property
Developments Ltd, U M L Heavy Equipment
Ltd, Unimo Enterprises Ltd, Dutch Lanka
Trailer Manufacturers Ltd and Dutch

Lanka Engineering (Pvt) Ltd. He is also the
Managing Director of Management Systems
(Pvt) Ltd. He serves as (IND/NED) of HVA
Foods PLC, JAT Holdings PLC. George
Steuart and Company, the Lighthouse Hotel
PLC and Jetwing Symphony PLC.

Previous appointments

Mr Cooray has worked with Ernst & Young
for over 40 years of which 30 years was

as a Senior Assurance and Talent Partner.
He functioned as the Deputy Managing
Partner from 2016 to 2019 and served as a
member of Ernst & Young's Management
Committee from the time the Management
Committee was established in 1998 until
his retirement in 2019. He was instrumental
in establishing the Ernst & Young Practice
in the Republic of Maldives in 1995 and
functioned as the Partner responsible for
the overall management of the Maldivian
Practice from its inception. He represented
Sri Lanka and Maldives for a number of
years in the EY ASEAN Regional Partner
Forum. He was seconded to EY USA for a
year, where practical experience was gained
by being part of assurance teams that
performed audit engagements on several
large enterprises.

Mr Cooray also spearheaded the Ernst
and Young Sri Lanka/Maldives Family
Business Centre for Excellence which was
instrumental in sending several eminent
second generation family members to
business schools worldwide. He has also
served as a member of the Council of
the Chartered Institute of Management
Accountants UK.

=/\&88 Board Audit Committee

HRRC™ Human Resources & Remuneration Committee

NGC  Nominations & Governance Committee
BIRME Board Integrated Risk Management Committee BRC
RPTRC  Related Party Transactions Review Committee

HATTON NATIONAL BANK PLC | 124

Prawira Rimoe Saldin
Director

(Non Independent /
Non-Executive Director)

FCA (Sri Lanka), ACA (Eng&Wales UK). FCMA

(UK), CMA (Australia)

[BIRMC! sIRC
Appointed: April 2021

PADC

Skills & Experience:

Mr Saldin is a Fellow of the Institute of
Chartered Accountants of Sri Lanka and
an Associate of the Institute of Chartered
Accountants of England and Wales. He
is also a Fellow of the Chartered Institute
of Management Accountants in UK and

a Certified Management Accountant,
Australia. He is an alumni of the Asian
Institute of Management Manila. He

has over 30 years of top management
level experience in the areas of Finance,
Human Resource Development, General
Management and Operations.

Prior to being appointed to the Board of
Directors of Hatton National Bank PLC, Mr
Saldin functioned as Alternate Director to
Mr R.S. Captain from 26th July 2018 to 2nd
April 2021,

Other Current Appointments:

Mr Saldin is currently employed as Director
(ED) of Paints & General Industries Limited
and Director/Chief Executive Officer of
Polypak Secco Limited. He is also the
Chairman (NIND/NED) of Chemanex PLC
and serves as a Director (NIND/NED) of CIC
Holdings PLC. He also serves on the Board
of Directors of Akzo Nobel Paints Lanka
(Private) Limited, Link Natural Products
(Private) Limited, CIC Agri Businesses (Pvt)
Ltd and a number of companies in the

CIC Group as a Director (NIND/NED). He

is the Chairman (NIND/NED) of CISCO

Speciality Packaging (Private) Limited. He
also is Chairman (NIND/NED) of Sithma
Development (Private) Limited a Director
(NIND/NED) of HNB Assurance PLC and
serves as a Trustee of the HNB Sustainability
Foundation.

Previous appointments

Mr Saldin has served as the Commercial
Director and Group Finance Director of CIC
Holdings PLC for the period 1995-2005.

He was the Country Controller & Group
Finance Director for Shell Sri Lanka for

the period 2005-2010 and also the Group
Chief Operating Officer, Browns Group of
Companies PLC and the Managing Director
of Browns Investments PLC from 2010-2014.

Dr Prasad Samarasinghe
Director
(Non-Independent /
Non-Executive Director)

PhD (Australia), MEng (Sri Lanka),
BSc. (Eng.) Hons (Sri Lanka)

[BIRMC! sIRC
Appointed: October 2022

PADC SBCDB

Skills & Experience

Dr. Prasad Samarasinghe was appointed
as a Director in October 2022. He holds a
Doctorate in Telecommunications from the
Australian National University, Canberra.
Additionally, he earned a Master of
Engineering and a Bachelor of Science in
Electronics and Telecommunications with
First Class Honours from the University of
Moratuwa, Sri Lanka.

Dr. Samarasinghe is a Licentiate of Part

I and Part Il of the Institute of Chartered
Accountants of Sri Lanka and was
recognized as a Best Achiever in 1991
for exceptional performance in Financial

SIRC Strategy & Investment Review Committee

PADC
BCC  Board Credit Committee

Board Recoveries Committee
SBCDB

Procurement & Assets Disposal Committee

Special Board Committee on Digital Banking
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Accounting, Business Mathematics,
Statistics, and Data Processing.

Before his appointment to the Board of
Directors of Hatton National Bank PLC,

Dr. Samarasinghe served as an Alternate
Director to Mr L. U. D. Fernando from July 5,
2019, to October 25, 2022.

Other Current Appointments

Dr Samarasinghe is the Managing Director/
Director of Lanka Bell (Pvt) Ltd from July
2005 and also the Managing Director of Bell
Active (Pvt) Ltd, Bell Solutions (Pvt) Ltd from
September 2008 and Bellvantage (Pvt) Ltd
from April 2021.

Dr Samarasinghe is also a Director (NED) of
Hayleys Fibre PLC, serving in its Board from
September 2017, Lanka Number Portability
Services (Guaratnee) Ltd, Director (IND /
NED) of Chemanex PLC and Director (NIND
/ NED) of HNB Finance PLC.

Previous appointments

Dr. Samarasinghe has served as a

Director (NED) of E-Channeling PLC,
Techno Park Development Co. (Pvt) Ltd,
and Maganeguma Road Construction
Equipment Company (Pvt) Ltd. He also
served as an Alternate Director (NED) to
Mr L U D Fernando in the Boards of HNB
Assurance PLC and HNB General Insurance
Limited. Dr. Samarasinghe also was a
Director (NED) of DCSL Brewery (Pvt) Ltd,
Chairman/Director General (ED) of Sri Lanka
Rupavahini Corporation and served as a
commission member (INED) of Insurance
Regulatory Commission of Sri Lanka.
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Kithsiri Gunawardena
Director
(Non-Independent /
Non-Executive Director)

Attorney-at-Law, Postgraduate
Diploma in Marketing Management

(PIM, Sri Jayewardenepura)

(BIRMC! BRC
Appointed: January 2022

Skills & Experience:

Mr Gunawardena is an Attorney-at-Law and
has a Postgraduate Diploma in Marketing
Management (PIM, Sri Jayewardenepura)
and counts over 35 years of experience as a
Lawyer.

Other Current Appointments:

Mr Gunawardena is the Chief Operating
Officer - LOLC Holding PLC. He joined
LOLC in 2004 and serves on the Boards of
a number of local and overseas subsidiaries
within the LOLC Group.

Previous appointments

Mr Gunawardena has held a number of
important positions in the State, including
the office of State Counsel attached to

the Attorney General's Department, the
Office of Director - Legal & Enforcement of
the Securities and Exchange Commission
of Sri Lanka and the Insurance Board of

Sri Lanka and was involved in setting up
the Consumer Affairs Authority as its first
Director General.

5

Rasitha Gunawardana
Director

(Independent /
Non-Executive Director)

Chartered Management Accountant of United
Kingdom
Chartered Global Management Accountant

ACI Certified in Treasury Operations

HRRC | RPTRC |PADC = BCC
BRC

Appointed: January 2022

Skills & Experience:

Mr Gunawardana is a senior Banker with
over 3 decades of experience covering
major aspects of Banking. He is a Chartered
Management Accountant - UK and has
completed ACI Operations Certificate at the
ACI Financial Markets Association.

Other Current Appointments:

Mr Gunawardana is also a Director (IND/
NED) of Richard Pieris Finance Ltd.

Previous Appointments:

He served as the CEO/General Manager
of the Peoples Bank during the period
2019-2020. Prior to that, he held a number
of corporate and executive level positions,
namely, Senior Deputy General Manager
(Business Banking), Deputy General
Manager (Risk Management), Deputy
General Manager (Credit Control) and
Assistant General Manager (Treasury
Operations).

During this period, he played a major role

in improving the Credit and Risk culture of
the Bank, through introduction of risk-based
credit and business policies/procedures.

He held directorships in following
establishments; Peoples Leasing and
Finance PLC (NED), Peoples Insurance

PLC (NED), Peoples Merchant Finance PLC
(NED), Lanka Clear Ltd (Ex-Officio), Institute
of Bankers of Sri Lanka (Ex-Officio), Credit
Information Bureau of Sri Lanka (CRIB),
Peoples Travels Ltd (NED), Peoples Micro
Finance Ltd (NED) and Lankan Alliance
Finance Ltd - Bangladesh (NED).
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BOARD OF DIRECTORS

Nanda Fernando
Director

(Independent /
Non-Executive Director)

Senior Fellow - IBSL, MBA

RPTRC = SIRC PADC BCC BRC

Appointed: April 2024

Skills & Experience:

Mr Fernando is a Senior Fellow of the
Institute of Bankers Sri Lanka and possesses
a Master of Business Administration from
Sikkim Manipal University, India. He is a
product of St. Thomas’ College, Mount
Lavinia. Mr Fernando is a Banker with over
four decades of experience in banking.

He possesses a proven track record of
strategic leadership, business growth, and
exceptional financial performance.

Other Current Appointments:

He currently serves as a Business
Consultant. He is the Managing Director

of Professional Business Consultants, a
company engaged in providing financial
planning and advisory services. He is also

a Director (IND / NED) of Haycarb PLC,
Dipped Products PLC, Hayleys Fabric PLC,
Asset Line Finance Limited and RIL Property
PLC. He is engaged in uplifting productivity
in companies, resulting in increased
stakeholder benefits.

Previous appointments

He provided effective leadership to
Sampath Bank, utilizing his expertise to
drive organizational success and deliver
exceptional value to stakeholders.

He is also well known for his proven
professional skills in Financial Management
and Analysis, Business Development

=/\&88 Board Audit Committee

HRRC™ Human Resources & Remuneration Committee

NGC  Nominations & Governance Committee
BIRME Board Integrated Risk Management Committee BRC
RPTRC  Related Party Transactions Review Committee
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and Growth, Risk Management and
Compliance, Team Leadership and Talent
Development, Operational Excellence,
Stake Holder Engagement, and Relationship
Management. Prior to his current role, Mr
Nanda Fernando was attached to Sampath
Bank as its Managing Director. He served
Sampath Bank for 36 years from the year of
its inception.

Sivakrishnarajah Renganathan
Director

(Independent /
Non-Executive Director)

FCMA (UK) CGMA, (FLIBF) UK, (FIB - SL)

NGC [SIRC | Bcc

Appointed: April 2024

Skills & Experience:

Mr Renganathan is a Fellow of the Chartered
Institute of Management Accountants UK
(FCMA), Chartered Global Management
Accountants (CGMA), Fellow of the

London Institute of Banking and Finance

UK (FLIBF) and Fellow of the institute of
Bankers Sri Lanka (FIB). Mr Renganathan is

a senior banker counting over 41 years of
experience.

Other Current Appointments:

Mr Renganathan currently serves as a
Director (IND / NED) of Sunshine Holdings
PLC, Sunshine Healthcare Lanka Ltd.,
Healthguard Pharmacy Ltd., Lina Spiro (Pvt)
Ltd., Lina Manufacturing (PVT) Ltd., Agility
Innovations (Pvt) Ltd, Janashakthi Insurance
PLC, Ceylon Hospitals PLC, Damro Holdings
(Pvt) Ltd., SRF Holdings (Pvt) Ltd and Lanka
|IOC PLC., In addition, he is a Consultant at
Asian Development Bank.

Previous appointments

Mr Renganathan was the former Managing
Director / Chief Executive Officer of
Commercial Bank of Ceylon PLC and had
held several key positions in the Bank during
his tenure of more than 41 years. In addition,
he has led Commercial Bank's acquisition of
the banking operations of Credit Agricole
Indosuez in Bangladesh. He was also the
Managing Director and a Board Member

of the Commercial Development Company
PLC and Commercial Bank of Maldives
Private Limited as the Deputy Chairman.

Mr Renganathan has served among others,
as a Member of the General Council of the
Institute of Bankers of Bangladesh, Founder
President of Sri Lanka Bangladesh Chamber
of Commerce and Industry, Executive
Member of the Foreign Investors Chamber
of Commerce and Industry in Bangladesh,
Vice Chairman of the International Chamber
of Commerce Sri Lanka, Council member of
Employers Federation of Ceylon, Director
of the Lanka Financial Services Bureau Ltd.,
Sri Lanka Banks’ Association (Guarantee)
Ltd., Executive member of Ceylon Chamber
of Commerce and Council for Business with
Britain.

SIRC Strategy & Investment Review Committee

PADC
BCC  Board Credit Committee

Board Recoveries Committee
SBCDB

Procurement & Assets Disposal Committee

Special Board Committee on Digital Banking

I ANNUAL REPORT 2024



Suresh Shah
Director

(Independent /
Non-Executive Director)

FCA (Sri Lanka)

HRRC = RPTRC = SIRC

Appointed: May 2024

Skills & Experience:

Mr Shah is a Fellow Member of the Institute
of Chartered Accountants of Sri Lanka. His
experience includes serving as CEO of two
listed entities, extensive involvement in
economic and related matters through trade
chambers and employer organisations and
leading GoSL's SOE reform agenda.

Other Current Appointments:

Mr Suresh Shah is the Chairman (INED)

of Ceylon Tobacco Company PLC and a
Director (NED) of Carson Cumberbatch
PLC, Bukit Darah PLC and Director (SIND)
of Hunters & Co PLC and Director (INED) of
Lanka Canneries (Pvt) Ltd.

Previous appointments

Previously, Mr Shah was Director and CEO
(ED) of Ceylon Beverage Holding PLC and
Lion Brewery Ceylon PLC a position he
held for 30 years. He has also served on
several other boards in both executive and
non-executive capacities. He was Chairman
of The Ceylon Chamber of Commerce and
of The Employers Federation of Ceylon, a
Commissioner of The Securities & Exchange
Commission of Sri Lanka, a member of
Council of the University of Moratuwa

and head of the State-owned Enterprise
Restructuring Unit of the Government of Sri
Lanka.
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Shiromi Halloluwa (Ms)
Company Secretary

Appointed: January 2023

Joined Hatton National Bank PLC in June
2000.

Skills & Experience:

Law, Banking and Finance, Securities
Regulations, Company Secretarial Practice.

She is an Attorney-at-Law who counts over
24 years of service in the Bank and has
completed 29 years of practice in the Legal
Profession.

Other Current Appointments

Assistant General Manager (Legal) / Board
Secretary of HNB PLC and Member of the
Bar Association of Sri Lanka, Association of
Corporate Lawyers - Sri Lanka, Colombo
Law Society and the Association of Board
Secretaries of Banks in Sri Lanka.

Previous appointments

Served as the Company Secretary of

HNB Assurance PLC (2012 January — 2016
September), HNB General Insurance Limited
(Initial Company Secretary) and HNB
Finance Limited (2014 November to 2017
January).

&
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CORPORATE MANAGEMENT

1 Damith Pallewatte

4 Niroshana Seneviratne

Managing Director / Chief Executive Officer Deputy General Manager

MBA (PIM-SJP), BSc Mgt (Hons), London School - Internal Audit / Chief Internal Auditor

of Economics, FCMA (UK), CGMA, FRM®, ACI, SCR® Attorney at Law, FCA, FIB, CPA, CISA (USA),
PhD (Economics)

2 Sanjay Wijemanne
Chief Operating Officer

BSc Business & Finance
(Mount Saint Mary'’s University, USA)

3 Ruwan Manatunga

Deputy General Manager
- Risk / Chief Risk Officer

FCMA (UK), CGMA, FCA (SL)

5 Arjuna Abeygunasekara
Deputy General Manager
- Treasury & Markets

MBA (Colombo), BSc (Colombo),
ACMA (UK), CGMA, ACI

Nirosh Perera

Deputy General Manager /
Chief Recovery & Rehabilitation Officer

MBA (Manipal), Dip in Marketing - LBS (SL)

Rajive Dissanayake

Deputy General Manager
- SME & Micro Finance

CFA (USA), FCMA (UK), CGMA, BBA (Colombo)
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8 Hisham Ally
Deputy General Manager
- Islamic Banking

MIM (SL) ACSI (CISI)

9 Bimal Perera
Deputy General Manager /
Chief Growth Officer

B.B.M. (Finance) (Bangalore, India), CFA
Charterholder (USA), Certified FRM (GARP)

10 Chandima Cooray

Deputy General Manager /
Chief Innovation Officer

BSc. (Hons) in Information Systems

(Manchester Metropolitan University UK),PGD in
Entrepreneurship and Circular Economy (Bradford,
UK),

11 Melody Wickramanayake

Chief Legal Officer

LLM, Attorney at Law and Notary Public,
Commissioner for Oaths, Qualified Company
Secretary

5

12 Tyronne Hannan
Head of Custody and Trustee Services
MBA (Aus)

13 Majella Rodrigo
Assistant General Manager
- Head of Wholesale Banking

ACMA (UK), CGMA, MBA (Colombo), BSc.
(Colombo)

14 Supun Dias
Assistant General Manager
- Network Business

MCIM (UK), MSLIM, Chartered Marketer, Dip in
Marketing (UK)
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CORPORATE MANAGEMENT

15 Sivarajah Nandakumar 17 Dilunika Jayasinghe 19 Indrajith Senadhira
Assistant General Manager Assistant General Manager Assistant General Manager - Services
- Operations - Chief Credit Officer / Chief Employee Experience Officer
MBA (Sri J), AIB (SL) MBA Finance (USQ, Aus), FCA (SL), BSc. (Colombo), MBA (Sri J), MALS (Colombo), LLB (SL), Attorney-at-
ACSI (UK) Law, Dip in Marketing (SLIDA),Dip in Credit Mgmt.
SLICM), ACIPM
16 Kanchana Karunagama ¢ )
Assistant General Manager 18 Druvinda Vaidyakularatne
/Head of Retail Banking Assistant General Manager 20 Kailavasan Indravasan
MBA (Sri J), AIB (SL), MCIM (UK), AICM (SL) - Information Technology/ Chief Information Assistant General Manager /
' ' ' Officer Chief Human Resources Officer
FBCS (UK), EMBA (PIM, Sri J) MBA Finance (Aus), CMA (Aus), AIB (SL)

21 Priyanka Wijayaratne
Assistant General Manager - Strategy
MBA (Sri J), ACMA (UK), CGMA, BSc (Colombo)
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22 Chammika Weerasinghe

Assistant General Manager
- Digital Business

MBA (Sri J), MCIM (UK)

23 Neil Rasiah

Assistant General Manager - Compliance

MBA Finance (USQ, Aus), MA Financial Economics
(Colombo), B.Sc. (Colombo), AIB (SL), Dip. in Int.
Trade (IBSL), FCAP

24 Anuradhi Delage

Assistant General Manager /
Chief Financial Officer

FCA (SL), ACMA (UK), CGMA, CPA, BSc
Accountancy (Sri J)

25 Suresh Emmanuel

Assistant General Manager - Information
Security /Chief Information Security Officer

MSc. Cybersecurity (Gloucestershire-UK), MBA
(Cardiff - UK), FBCS (UK),BSc. Computer Science
(IIC Uni), CISSP (USA), CISM (USA), CISA (USA),
CDPSE (USA), GCCP (USA), ITIL V3.0, ISO27001LA.
1SO27701LI, ISO9001LA, CPISI

26 Vijaya Vidyasagara

Assistant General Manager
- Project Finance

MBA Finance (Colombo), AIB (SL), AICM (SL)

27 Shiromi Halloluwa
Assistant General Manager
- Legal /Board Secretary

Attorney-at-Law & Notary Public,
Company Secretary

28 Manojith Weerasuriya
Assistant General Manager
/Head of Corporate Banking
B.Com (Deakin), M.AppFin (Monash), CFTP (Aus),

SA.Fin (FINSIA),Executive Education (Harvard &
Oxford Said)
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SENIOR MANAGEMENT

Tissa Nanayakkara
Head of Card Operations

Somaskandasarma Narenthiran
Regional Business Head - Colombo Region
MBA (UK)

Murtaza Normanbhoy
Chief Manager - Internal Audit
FCA (SL), FCMA (SL)

i
Dilanka De Silva
Chief Manager - Head Office Branch
ACIM (UK), AIB (Int. IBSL), Investment Advisor (SEC)

Sothiratnam Mathanan Rajeev Rajaratnam
Chief Manager - Credit Operations Head of IT Project Delivery & Portfolio
MBA (Aus), FABE (UK) Management

M.Sc IT (Cardiff-UK) , AIB (SL)

Sampath Kukulevithana Viranga Gamage
Head of Recoveries Head of Deposits
MBA (Manipal), Dip in Marketing (UK) LLB (SL), MBA (Colombo), Attorney-at-law

Udara Pathinayake Damian Ranjit

Head of Leasing Regional Credit Head - Colombo Region

MBA (Uni. of Preston - USA) PG. Dip. in Business & Financial Administration (ICASL),
AIB (SL)

Suranga Peiris
Head of Emerging Corporates
MBA - Finance (USQ, Aus), ACMA (UK), CGMA, AIB (SL)
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Chamara Gunawardena Roshan Fernando
Head of Digital Deliveries and Enterprise Director/Chief Operating Officer - Sithma
Software Development (Pvt) Ltd. Head of Services

PG. Dip in Computer Science (Colombo), BIT (Colombo) MBA (Colombo), BSc. Eng (Hons) (Moratuwa), MIET (UK)

Rukshan Senaratne Gauthami Niranjan Angelina Dharmaraj
Chief Manager - Centralised Credit Operations Head of Cards Head of Centralised Credit Administration
MBA (Malaysia) CMA (SL), MBA (Edith Cowan University — Aus) MBA (UK), AIB (SL)

Susith Perera Bandula Monnekulama Deepal Udukumbura

Head of Personal Financial Services Regional Business Head - Central Region Head of Agri Business

AIB(SL) NDT - Agriculture (HTTI) N Dip Technology (Hardy TTI), PG. Dip Management
(Rajarata)

Pasindu Dharmasiri Natasha Hay Daphne Gamage

Head of Transaction Banking Head of Institutional Banking Chief Manager - Remittances
BSc. (Hons.) - IT (London Metropolitan Uni. - UK), MSc. MBA - Edith Cowan University - Aus, Certified Specialist MBA (UK)

(IT) - (Charles Sturt Uni. - Aus) in TRY & FX Operations
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SENIOR MANAGEMENT

Michelle De Silva
Head of Private Banking

Professional Certified Coach (ICF), Investment Advisor
(SEC)

Sohan Fernando
Regional Business Head - North Western Region

MBA (Cardiff Metropolitan, UK), Dip in Finance & Bank
Management (IBSL), Dip in Credit Management (IBSL)

Rozanne De Almeida
Head of Trade
AIB (SL)

Rajeev Perera
Head of HC Operations
MBA (UK)

Roshantha Jayatunge
Head of HC Strategy and Talent Development
AIB (SL), Professional Certified Coach (ICF)

Mahinda Senevirathne Vajira Abeysundera
Head of Micro Finance Chief Manager - FX Trading & Customer Sales
MBA (Cardiff Metropolitan, UK), Dip in Agri. (SLSA) ACMA (UK), CGMA, BA (Hons) (Northumbria, UK),

Master of Financial Economics (Colombo), AIB (SL)

Shankar Dharmaratne Nimesha De Silva

Head of Digital Innovations & Partnerships Head of Legal Corporate Affairs
BSc in Business Administration - University of Coventry LLB, LLM, Attorney-at-Law

(UK)

Chaminda Dheerasinghe Thusitha Ediriweera
Head of Legal Recoveries Head of Special Projects - Recoveries
MBA, LLM, LLB, Attorney-at-Law MBA (UK), LLB (SL), Attorney-at-Law, Notary Public &

Commissioner for Oaths, MCICM (UK), FICM (SL), MIMSL

HATTON NATIONAL BANK PLC | 134 | ANNUAL REPORT 2024

<J=]>



Aruna Sumanasinghe
Senior Manager - Application Management
MBCS (UK)

Amila Ranasinghe
Senior Manager - Ml & Analytics
ACMA (UK), CGMA

r

Lalindra Tissera

Senior Manager -FCBU (Corporate Banking)

MBA (Colombo), ACMA (UK), CGMA, MCIM (UK), AIB.
(sb)

Rajitha Wijenayake
Regional Business Head - Southern Region
NDES (Mechanical Engineering)

Upul Adikari Siddique Faleel
Head of Marketing & Corporate Communication Senior Manager - Recoveries

MBA (Sri J.), Chartered Marketer, FSLIM (SL) MCIM (UK), MBA - Finance (USQ, Aus)
P.Mkt (SL)

Shalindra Karunaratne Manoj Pitadeniya

Regional Credit Head - North Western Region Head of Centralised Credit Monitoring
AICA (UK), AICM (UK), AICM (SL), Dip in Credit
Management

Rohana Amarasiri Vathulan Ganeshan
Head of IT Cards & Payment Systems Head of Pawning
BSc. in Physical Science (Sri J), MBCS (UK)

Prasad Tennakoon
Head of IT Infrastructure Operations
MBA (Wales, UK), MBCS (UK), IT Diploma (Tech, SL)
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SENIOR MANAGEMENT

Ajith Kandaramage Prasad Jayatilleke Sujeewa Jayasinghe

Senior Manager - IT Procurement Regional Operations Head Regional Operations Head - Colombo Region
BSc. in Computer Networks & Systems Security - Greater Colombo Region AIB (SL), MBA - Finance (Colombo)

(North West, USA), MBCS (UK) MBA (Manipal), AIB (SL), Dip in Credit Management

Harsha Wickramasinghe Chaminda Abeyasinghe Sattiamoorthy Amalan

Head of Network Channel Management Head of Analytics & Artificial Intelligence Regional Business Head - Greater Colombo Region

MBA (Cardiff - UK) Dip. in Computer Programming, System Analysis & Design, i jn Business Management (ACHE), MBA Finance
Masters in Information Technology (University of Keele, (University of Southern Queensland, Aus), CMA (Aus)

UK), MBCS (UK), ACS (Australia)

a
Eshan Jayaratna Nithiyanantham Kethiswaran Nadun Gomes
Regional Credit Head - South Western Region Head of SME Head of IT PMO
LLB (Buckinghamshire New University) AIB (SL), CMA (Aus), CIMA Adv Dip in MA. AIB (SL), DCM, MBA (Manipal), PMP (USA)

Nishanthan Karunairaj Sithy Rumaiza Faaiz Roshan Anuradha
Regional Business Head - Northern Region Head of Legal Operations Senior Manager - Operations
Attorney-at-Law MBA (UK)
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Azyan Hameed
Senior Manager - Card Systems

BSc. (MIS), ACMA (UK), MBCS (UK), Higher Dip in
Computer Based Information Systems (NIBM SL)

Iranjan Fernando

Regional Operations Head - Uva/Sabaragamuwa
Region

MBA (Cardliff Metropolitan, UK), Dip in Credit
Management (IBSL)

Diva Devasagayam
Senior Manager - IT Security & Assurance
MBCS (UK)

Gayathri Ganeshan
Senior Manager - Talent Development
AIB (SL), ACMA (UK), MAFE (Colombo)

Duminda Premathilaka
Senior Manager - Bambalapitiya Branch

Samuddika Mendis
Head of Business Development
AIB (SL), MBA (Cardiff Metropolitan, UK), CMA (UK)

Sumathy Subramaniam
Senior Manager - Wellawatte Branch

Senarath Nagahapitiya
Regional Operations Head - North Central Region

DPHRM (CIPM), Dip in Agri. (SLSA), Certificate in
Financing Micro Enterprises (IBSL)

Lasitha Ranathungha
Regional Business Head - South Western Region

AIB (SL), MSc in Management (Sri J.), Dip in Credit
Management (IBSL)

Eranga Abeywickrama
Senior Manager - Galle Branch

MBA (Cardiff), Dip in Credit Management (IBSL), Dip in

Digital Marketing (DDM - SLIM)

Krishan De Silva
Regional Business Head - Uva/Sabaragamuwa
Region

MBA (Cardiff UK), AIB (SL), CQHRM (CIPM-SL), Dip in
Marketing (LBS)
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SENIOR MANAGEMENT

Nirosh Edirisinghe Chamin Kodikara Palitha Vasana
Regional Business Head - North Central Region Senior Manager - City Office Branch Senior Manager - Electronic Banking Systems
MBA (USJP), ACMA (UK), CGMA, ACSI (UK), AIB (SL) MBA (Anglia Ruskin), BSc BSc (Colombo)

Bertie Mariathas Rajiv Gamage Saman Perera
Regional Operations Head - North Western Senior Manager - Pettah Branch Senior Manager - Negombo Branch
Region MBA (UK) MBA (London Metropolitan Uni)

Remigius Peries Dhilshani Hallock Kumudu Liyanage

Senior Manager - Ja Ela Branch Senior Manager - Centralised Operations Regional Credit Head - Southern Region
MBA (UK) MBA (Suffolk Uni.), Prof Dip in International Business

(Scqf Level 11)

|
Chaminda Suduarachchi Shyam De Silva Indika Ekanayake

Senior Manager - Rajagiriya Branch Senior Manager Operations - Centralised Trade Senior Manager - Kandy Branch
Operations MBA (Specialised in Marketing-Sikkim Manipal), Dip in
AIB (SL) Credit Management, CBF, Dip in Business Finance and

Bank Management (IBSL), MABE (UK)
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Sivapalan Suresh Kumar
Regional Credit Head - Greater Colombo Region
MBA (London Metropolitan University-UK), AIB (SL)

Raman Jeikumar
Senior Manager - Tax & Group Accounting

ACA (SL), ACCA (UK), B.Sc. Financial Management
(Sabaragamuwa)

Ruwan Fernando
Senior Manager - Finance
ACA (SL), B.Sc Accountancy (Sri J)

Pramith Ponnamperuma Dinal Fernando
Senior Manager - Corporate Banking / Unit Head Senior Manager - Operational Risk
MBA Finance (PIM - Sri J), AIB (SL) MBA (Aus), DBIRM (IBSL), CBF (IBSL)

Savanthi Gunasekera Segarajasegaram Sathiyaseelan
Senior Manager - Corporate Banking / Unit Head Regional Business Head - Eastern Region

; ettt MBA(SL), MA Development Studies (SL), BSc (Hons) in
giAj)A (UK), CGMA, B.Sc. (Hons) Business Administration Agriculture (SL), PG Dip in Public Administration (SL), PG

Dip in Professional Marketing (CIM-UK)

Dinethi Liyanage Deepal De Silva
Head of Legal Advisory Senior Manager - Compliance

Attorney-at-Law, BA (Kelaniya), LLM (Wales), MBA (Cardiff MBA (UK)
Met), Post Attorney’s Dip in Banking & Insurance Laws

Dilan Wijerathne
Head of Innovation Desk
MSc in Cyber Security (UK), BSc (Hons) in Software

Engineering (OUSL), Dip in Computer Science,
Nanotechnology : A maker RNN USA, MIT GSL, CLSSYB

Uthpala Pinnaduwahewa
Head of Customer Experience / CXO

MBA (Northampton), Certified Professional Marketer,
DBFBM (IBSL), P Dip in Marketing
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CHAIRMAN'S MESSAGE
ON CORPORATE GOVERNANCE

Mr Nihal Jayawardene PC
Chairman

Chairman’s Message

FY 2024 witnessed HNB making excellent
progress in strengthening its governance
practices in support of the Bank’s
endeavour to create lasting value for its
stakeholders. Admittedly this past year was
marked by significant regulatory changes
in particular the Banking Act (Amendment
) No 24 of 2024, Banking Act Directions

No 05 of 2024 on Corporate Governance
for Licensed Commercial Banks issued by
the Central Bank of Sri Lanka along with
Amendments made to the Section 9 of the
Listing Rules on Corporate Governance

of the Colombo Stock Exchange ( CSE) ,
together necessitating a recalibration of
the Bank’s governance framework to ensure
it remains aligned with these heightened
regulatory expectations.

Much of the focus for the year was therefore
on integrating new regulatory guidelines
into our governance framework. Following
a deep dive into HNB's existing governance
arrangements, the Board initiated
substantial transformation of the Bank’s
Policy frameworks and Terms of Reference
for Board Committees, resulting in the
establishment of a more robust ecosystem
to reinforce transparency and promote
accountability. Notable new policies
approved by the Board inter alia include;
the Policy on matters relating to Board

of Directors and the Policy on Corporate
Governance, Nominations and Re-Election,
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As we look ahead to the next financial
year and beyond, the HNB Board remains
steadfast in its commitment to evolving
the Bank’s governance practices to align
with emerging regulatory requirements

and global best practices.

Policy on Board Committees along with the
Policy on Corporate Disclosures as well as
the Policy on relations with shareholders
and Investors. The Board and Board
Committees continued to work closely with
senior management, as needed to oversee
the implementation of relevant changes.
The Code of Best Practice on Corporate
Governance 2023 issued by the Institute of
Chartered Accountants of Sri Lanka was also
adopted by the Board of Directors in April
2024 to ensure continuous adherence to the
provisions therein.

| am also pleased to note the improved
rating received from Transparency
International Sri Lanka (TISL). In the 2023
TISL rankings, HNB advanced to the
“Significantly Transparent” category with a
score of 8.13, compared to the 7.97 TRAC
score recorded previously, indicating
"Moderately Transparent.” This substantial
improvement reflects our continuous efforts
to improve transparency of corporate
disclosures.

Another key milestone for the year was the
smooth transition of Mr Damith Pallewatte
former Deputy General Manager -
Wholesale Banking Group as the successor
to the position of Managing Director/

CEO of HNB. Mr Pallewatte was formally
appointed as MD/CEO on 22nd November
2024, following the receipt of the fit and
propriety clearance by the Central Bank of
Sri Lanka with the announcement duly made
through CSE disclosures.

Meanwhile ongoing Board refreshment
witnessed three new Non-Executive
Directors appointed to the HNB Board. Mr S
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| S =

Renganathan and Mr Nanda Fernando, both
veteran bankers, each with several decades
of experience were appointed to the HNB
Board on 02nd April 2024, while Mr Suresh
Shah - a renowned corporate figure was
appointed with effect from 10th May 2024
and Mrs Dilani Alagaratnam Goonatilleke
was appointed with effect from 31st January
2025. While extending a warm welcome

to the new Board members, | wish to take
this opportunity to express my sincere
appreciation to Mr Osman Chandrawansa
who retired in September 2024 for his
invaluable contribution during his tenure.
My special thanks extend to Mr Jonathan
Alles who retired as the Managing Director/
Chief Executive Officer in August 2024 for
his leadership and guidance in navigating
complex financial landscape and in fostering
a culture of excellence within the Bank
during his tenure and his dedicated service
to HNB over the years.

| also wish to place on record that HNB's
55th Annual General Meeting concluded
successfully on 28th March 2024 and was
well attended by shareholders. | invite all
shareholders to attend the 56th Annual
General Meeting of Hatton National Bank
PLC to be held on 27th March 2025 at 10 in
the forenoon.

| wish to declare that to the best of my
knowledge, the Board of Directors, Key
Management Personnel and Employees of
Hatton National Bank PLC have complied
with the principles of good governance

as set out by the regulatory frameworks,
including the Banking Act Direction No

11 of 2007 on Corporate Governance for
Licensed Commercial Banks issued by the
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Central Bank of Sri Lanka and its subsequent
amendments, the Code of Best Practice on
Corporate Governance 2023 issued by the
Institute of Chartered Accountants of Sri Lanka,
the revised Section 9 of the Listing Rules on
Corporate Governance issued by the Colombo
Stock Exchange and all other applicable
regulations as well as the Bank's internal
constitutional frameworks.

As we look ahead to the next financial year and
beyond, the HNB Board remains steadfast in its
commitment to evolving the Bank'’s governance
practices to align with emerging regulatory
requirements and global best practices.

Our immediate priority will be to continue
reviewing existing policies, procedures and
introducing new policies and procedures as
needed to comply with applicable regulations
specifically Banking Act Direction No05 of 2024
on Corporate Governance issued by the Central
Bank of Sri Lanka within the timelines stipulated
therein.

We also expect to proactively address the
requirement of increasing female representation
at Board level. To that end, we were able to
appoint one independent female Director,
Ms. Dilani Alagaratnam Attorney-at-law as

an Independent Non-Executive Director to
the HNB Board in January 2025, which is well
ahead of the end 2025 deadline. The Board

is committed to work towards fulfilling the
requirement for a second independent female
Director by 2026.

M"”i’

Nihal Jayawardene PC

Chairman

Colombo, Sri Lanka
21st February 2025

HNB's Approach to Governance

As a domestic systemically important Bank in Sri Lanka, HNB seeks to portray
itself as a steward of good governance. The Bank is committed to upholding
governance practices that foster trust and confidence in its operations while
enhancing the credibility and stability of the country’s financial system as a
whole.

The Bank’s robust institutional governance framework - a combination of
internal code and external mandates (regulatory and voluntary adoption of
global best practices), reinforces the principles of transparency, accountability
and sustainability to achieve the following objectives;

® Facilitate informed decision-making in alignment with the Bank's strategic
goals and stakeholder expectations by establishing clear roles and
responsibilities for the Board and management.

® Safeguard assets and provide oversight to ensure efficient allocation of
resources as needed to achieve the Bank's strategic goals.

® Ensure best practices for identifying, assessing and mitigating potential risks
impacting the Bank’s financial health and reputation.

* Promote ethical conduct and uphold high ethical standards across all levels
of operation.

e Adherence to all applicable laws, regulations and standards set by financial
regulatory bodies and industry guidelines.

* Promote open and timely disclosure of financial and non-financial
information to preserve stakeholder trust.

® Ensure the remuneration framework is properly aligned with the long-term
success of the Bank.

* Guide the Bank and its group companies to be more stable, resilient and
future ready.

HNB’s approach to governance remains ever-evolving with governance
practices and structures reviewed and updated on an ongoing basis amidst
changing stakeholder expectations and organisational goals against the
backdrop of dynamic operating landscape, influenced by regulations, economic
changes, geopolitics, digital trends such as artificial intelligence and enhanced
data safety and security requirements, along with cultural shifts and climate
change impacts.
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CORPORATE GOVERNANCE

Governance Structure
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