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HDFC Bank

Investing for the

Future

“HDFC Bank is investing in new technologies,
new products and services, new funding
sources and people. The strategic investments
are designed to enable the Bank to be stronger
and more profitable today, tomorrow and
beyond.”

Financial Highlights
		

Bank

2007

2006

Change

Rs.’000

Rs.’000

%

Results for the year

			
Income
1,741,342
1,285,643
Profit before Taxation
93,122
308,640
Provision for Taxation
72,048
136,166
Profit after Taxation
21,074
172,474
Gross Dividends
32,355
64,710
			
At year end			
Shareholders, Fund ( Capital & Reserves )
1,789,199
1,800,480
Deposits from customers
4,959,178
2,501,243
Gross loans & Advance to Customers
11,959,712
10,181,757
Total Assets
13,455,251
10,704,857
			
Information per Ordinary share			
Earnings ( Basic ) ( Rs. )
3.26
27.39
Dividends ( Rs. )
5.00
10.00
Net Assets value per Ordinary share ( Rs. )
276.49
278.24
Market value at year end ( Rs. )
128.00
174.75
			
Ratios			
Return on Average shareholders’ Fund ( % )
1.17
10.02
Return on Average Assets ( % )
0.17
1.77
Price Earnings ( Time ) - Ordinary share
39.30
6.38
Dividend Yield ( % )
3.91
5.72
Dividend Cover
0.65
2.74
Share holders Equity to Total Assets ( % )
13.30
16.82
Earning Yield Ratio ( % )
2.54
15.67
			
Statutory Ratios			
Liquid Assets ( % )
22.96
12.94
Capital Adequacy -			
Tier I ( % ) - Minimum Required 5 %
31.08%
37.63
Tier II ( % ) - Minimum Required 10 %
31.84%
37.80

35.45
(69.83)
(47.09)
(87.78)
(50.00)

(0.63)
98.27
17.46
25.69

(88.11)
(50.00)
(0.63)
(26.75)

(88.28)
(90.12)
516.07
(31.74)
(76.22)
(20.94)
(83.77)

77.45
(99.17)
(99.16)
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Chairman’s Review
On behalf of the Board of Directors of HDFC

are confident the adverse effects would be

Given that we see potential for growth and

Bank, it is with pleasure that I present to you

temporary, and Management has drawn up

development in the housing finance sector,

the Annual Report, and therein the audited

necessary strategies to control those risks.

and in order to overcome the negative

financials of the Bank, for the year ended 31st
December 2007.

Economic Indicators

impacts of crises in the money-market, it
becomes imperative that HDFC identifies and

Amidst internal disturbances and global

implements cohesive and effective strategies

economic recession, the Sri Lankan economy

to capitalise on those opportunities. I am

Over the past decade, HDFC has proven

grew 6.8 per cent in 2007. However, yields on

pleased to note that the Management has

itself a vehicle for national and social

Treasury Bills commanded rates as high as 20

taken those very steps through effective

development, providing for the housing

per cent at year end and stabilised at around

investments in technology, human resources

needs of middle and low income segments.

19 per cent by March 2008. The prime lending

and innovative banking products that take us

Its financial performance has been steadfast

rate for commercial banks, too, has been high

beyond the traditional portfolio.

and outshined the industry average at every

as 19 per cent per annum, which impacted

instance. However, the year that ended is an

on borrowings by the private sector. Credit

Digital Revolution

exception – a result of systematic risks arising

growth in the banking sector decelerated from

HDFC embraced modern technology to keep

from changes in the macro environment that

a high of 28.6 per cent in 2006 to 18.9 per cent

abreast with development and to best serve

were beyond our control. Nonetheless, we

in 2007, in response to tight monetary policy

its constantly increasing volume of customers;

adopted by the Central Bank.

without compromising on recurrent

Business Snapshots

Industry Impact

expenditure. Our investments in information
technology have enabled us to expand the

The construction sector was impacted by these

market base to grass roots level with the use of

trends in the money market and thereon the

hand-held devices. These palm-top solutions

housing finance market. HDFC’s core business

enable us to deliver an effective door-to-door

is to support the housing needs of the middle

solution to customers, bringing us closer to

and low income sectors, and their affordability

them, plus, delivering efficiencies that are

took a beating from the high cost of housing

unparalleled. Not only have we become better

credit, residential properties and high inflation.

with technology, but through this measure

Growth in the housing sector declined from

HDFC is integrating the country’s informal

17.4 per cent in March 2007 to as much as 4.5

financial segment into the formal banking

per cent by March 2008; a clear indicator of

sector thanks to wider reach and personalised

the difficult times faced during the year by our
industry.
Once civil disturbances are minimised as

solutions. The Bank has successfully introduced
prudent financial practice and discipline
into this sector, and together we are making

expected by the government, Sri Lanka would

progress in self-employment and micro-

again be attractive for foreign investments in

business segments.

particular, and the country’s capital inadequacy

Product Upturn

would be partly solved and foreign debt
reduced. This will help improve stability in

Coupled with our advancements in the field of

money markets, rate of inflation, interest rates

technology come HDFC’s customised package

and the overall economy from grassroots up to

financial solutions – again, geared to reach out

industries. This would also help HDFC, amongst

and deliver better and more. These solutions

others, to recover from this current situation of

are mutually beneficial – for the customer and

negative interest spread.

the bank. One such solution is a zero coupon

Sector Dynamics

bond under the brand name ‘Dhana Nidhana’,
which also gives HDFC access to long-term

We perceive great potential for the housing

funds, and in turn an opportunity for investors

finance sector in the near future – primarily

who are looking for a long-term secured

from our target base – as corrective economic

financial instruments with high yields. The

policy begins to take effect. Furthermore,

Bank also will expand its scope of activities to

the banking industry in Sri Lanka has evolved

new service areas such as pawning and Islamic

rapidly over the past few years, acquiring

banking.

state-of-the-art technology to keep abreast
with developments taking place in the rest of
the world.

Such would be the new marketing and service
thrust of the bank. Combine technology
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and internal efficiencies with products and
technological solutions that help us to reach
out to every segment of customers, wherever
they be. We would not restrict ourselves
to traditional housing finance, but strive to
promote long-term savings and investments
with us. Given the uptake from the market
during the preliminary stages of their launch,
the Management is optimistic of the bank’s
prospects in the near future and encouraged
by the diversity which brings about bottom line
growth and cushions shocks stemming from
money-markets. This new chapter of HDFC
would no doubt be a vitalizing and rewarding
experience.

People Skills
The Management has placed great faith in its
human resource and recognises its role in the
company’s development, and is constantly
engaged to ensure employees are provided
with continuous training and education,
enabling them to service customers beyond
expectations. This is important to gain a
competitive edge over competition together
with product expansion. I’m happy to note that
the entire staff of the Bank is computer-literate,
and most of our branches are connected
on-line and our IT systems linked with major
commercial banks. We would continue
to monitor and deliver upon training and
development needs of our staff, particularly
with regards to technology, as a priority area.

HDFC In The Community
Our Bank is not merely a growth catalyst;
it is also a responsible citizen looking
out for the needs and welfare of society.
Education and human development took
precedence amongst HDFC’s Corporate
Social Responsibility programme in 2007,
and the bank invested substantial time and
resources in developing financial discipline and
savings habit amongst youth in low income
groups. HDFC also financed five seminars and
workshops conducted by educational institutes
for students sitting the year five scholarship
examination. It also distributed plants and seed
free to customers to lend a hand to the green

I also take this opportunity to thank the Hon.
Minister of Finance and State Revenue and
Deputy Minister of Finance and Planning and
the Hon. Minister of Housing and Common
Amenities, officials at the respective Ministries
and the Hon. Minister of Housing and
Common Amenities, officials at the respective
Ministries and the Governor of the Central Bank
of Sri Lanka. Mr. Ajith Nivard Cabraal and his
officials for their guidance and support during
the year. In conclusion, my gratitude goes to
shareholders for the confidence reposed in
our Bank and pledge our commitment to an
onward journey, which includes strategies to
increase shareholder value.

revolution and environmental conservation.
The Bank and its Management are proud of
its efforts to foster a better tomorrow for Sri
Lanka, and these efforts would be carried
forward with vigour in 2008.

S. M. M. Yaseen

Appreciations

Chairman

The continued growth and expansion of the
Bank and its favourable performance have
been due to the commitment of the CEO.
Management and staff as well as the support
of the Bank’s clients, customers and business
associates. I am indeed grateful to these parties
for their contributions which have resulted in
the Bank being able to record another year of
success.

28th March 2008
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Board of Directors
1 Seyad Mohamed Mohamed Yaseen
Chairman
Mr. S. M. M. Yaseen, the Chairman of the Board, is
an Attorney – at – Law by profession and he holds
a Bachelor of Laws Degree from the University of
Colombo.
Currently he is a member of the Director Board of
the Ocean view Development Company which is
a joint venture company of Urban Development
Authority and National Housing Development
Authority. He counts 15 years of experience as a
lawyer of the Un Official Bar.
Mr. Yaseen was appointed to the Board in June
2004.

2 Wallaba Jayatissa Liyanage Upali Wijayaweera
Director
Mr. W. J. L. U. Wijeweera, one of the Director
members of the Board counts more than 20 years
experience in public service.
He holds a Bachelor of Commerce (special) Degree
from the University of Kalaniya and a Postgraduate
Diploma in Public Administration from SLIDA (Sri
Lanka).
He has joined the Department of Labour in 1985 and
he held several posts, as Assistant Commissioner of
Labour, Senior Assistant Commissioner of Labour
and Deputy Commissioner of Labour.
In 1997 he was posted as the counsellor in the Sri
Lankan Embassy in the State of Kuwait. In 1999,
he was posted as the counsellor in the Sri Lankan
Embassy in the Kingdom of Saudi Arabia. In year
2000 he was appointed as the Commissioner of
Labour counselor and in labour standards.
Currently he is serving as the Commissioner of
Employees Provident Fund in the Department of
Labour.

3 Mohamed Ibrahim Mohamed Rafeek
Director

5 Pathirannehelaya Sumanapala
Director

Mr. M. I. M. Rafeek, one of the Director members of
the Board is the present Chairman of the National
Housing Development Authority, He has held
the post of the Vice Chairman of Sri Lanka Ports
Authority (from 1994 – 2000) and the Chairman of
Rehabilitation Authority (from 2001 – 2002).
Further he serves as a Consultant to the Port
Operations and Member of the Board of Directors
of Urban Development Authority (UDA), Palmyra
Development Board, Real Estate Exchange (Pvt.) Ltd
(REEL) and Ocean View Development Company Ltd,
(OVDC).
Mr. M. I. M. Rafeek joined the Board in June 2006.

4	 Mohamed Musthafa Abul Kalam
Director
Mr. M. M. Abul Kalam is an Attorney at Law by
profession and holds a Bachelor of Laws Degree
from the University of Colombo.
He has obtained his Post Graduate Degree from
the World Maritime University, Sweden. Currently
he is the Chairman of Condominium Management
Authority (CMA). He is a member of the All Party
Representative Committee (APRC). He serves as
an Advisory Board Member and Ex Member of the
Board of Directors of the Sri Lanka Broadcasting
Corporation (SLBC). He was the Executive Director
of the Ceylon Shipping Corporation from 1994 to
2001. He is also a Governing Council Member of the
Eastern University of Sri Lanka (EUSL) since 2005 up
to date.
He joined to the Board of the HDFC Bank in June
2006.

Mr. W. J. L. U. Wijeweera joined the Board in
February 2004.

2

Mr. P. Sumanapala one of the Director members of
the Board counts 26 years of experience in public
service.
He holds a Bachelor of Arts (Economics) Hon.
Degree from the University of Peradeniya. He
has obtained Master of Arts Degree (Regional
Development and Planning) from the Institute of
Social Studies, the Netherlands.
He began his career in 1979, as an Assistant Lecturer
at the University of Peradeniya. In 1982 he joined
the Department of National Planning as a Planning
Officer and thereafter he held numerous posts, as an
Assistant Director, Deputy Director, and Additional
Director. Currently he is the Director of the Poverty
Reduction and Regional Development division of the
Department of National Planning in the Ministry of
Finance and Planing.
He joined the Board of the HDFC Bank in January
2006.

6 Ajith Fernando
Director
Mr. W. A. T. Fernando is a Fellow of the Chartered
Institute of Management Accountants, United
Kingdom, and has a MA in Financial Economics from
the University of Colombo.
Currently he is in the Director Boards of Capital
Alliance Limited, Ashthi Holdings (Pvt.) Ltd, Capital
Alliance Money Brokers (Pvt.) Ltd, Capital Alliance
Fund management Ltd. Ceylon Tea Brokers Ltd,
Lanka Call (Pvt.) Ltd, ADZ Insurance Brokers (Pvt.)
Ltd., Lanka Financial Services Bureau Ltd., Anglo
Ceylon Estates (Pvt.) Ltd., Capital Alliance Holdings
Limited, Capital Alliance Securities (Pvt.) Ltd., The
Financial Ombudsman Sri Lanka (Guarantee)
Limited.
He joined the Board of the HDFC Bank in June 2004.

5

9

4
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7 Undugodage Nimalrathne Rodrigo
Director

Practitioners’ Association of Sri Lanka.

Mr. U. N. Rodrigo holds a Bachelor of Arts
Degree from the University of Peradeniya. He
has obtained Post Graduate Diploma in Public
Administration from the Post Graduate Institute of
Sri Jayawardenapura.
He began his career in 1978, as an Assistant
Superintendent of Police Reserve Service and
continued his service up to 1983. Thereafter he
served as Assistant Secretary, Assistant Government
Agent, Divisional Secretary, Director of Janakala
Centre, Senior Assistant Secretary, Director
- Samurdhi & Lottery Fund, Chief Officer - Samurdhi
& Public Security Fund, Commissioner General,
Director – Samurdhi Authority and Commissioner
/ Secretary of the Urban Council & Pradeshiya
Sabhawa of Balangoda.
Currently he is one of the Additional Secretaries to
the Ministry of Housing.
He joined the Board of the HDFC Bank in June 2007.

8 Ubaya Narayanage Jinasena
Director
Mr. U. N. Jinasena holds a Bachelor of Commerce
Degree from the University of Ceylon. He has
obtained a Master of Business Administration
Degree from Heriot –Watt University, Edinburgh,
UK. He is a Fellow of the Chartered Institute of
Management Accountants (UK), Chartered
Association of Certified Accountants (UK) & Certified
Public Accountant of the Institute of Certified
Public Accountants (Singapore), and Chartered
Management Institute (UK). He further holds a
Diploma in Accountancy from the Ceylon Technical
College, Postgraduate Diploma in Port Management
and Administration (West Germany).
He is a registered Company Secretary. And he is
a Member of Business Recovery and Insolvency

1

10

He began his career, as an Accountant (Costing)
in 1967 at the Ceylon Cement Corporation and
thereafter he served as Assistant Finance Manager
of Ceylon Shipping Corporation, Managing Director –
State Graphite Corporation, Lecturer in Management
Accountancy and Financial Analysis of Nangyang
University, the joint campus of the Nanyang
University and the University of Singapore , Chief
Consultant & Managing Partner – M/s. Consulanka Engineering, Financial & Management Consultant (a
multi –disciplinary consultancy practice),Managing
Consultant of Management Consultancy and
Merchant Banking Division of the Bank of Ceylon,
General Manager/ Chief Consultant of Merchant
Bank of Sri Lanka Ltd, Chairman of Consulanka
Limited, Joint Managing Director – (Finance &
Administration) – Quickshawa Group of Companies,
Financial Consultant of Telecommunication Board of
Sri Lanka, Group Financial Controller in Palm Resort
Berhad, ion (Operations in Malaysia) was also the
General Manager of one of the Group’s subsidiary
Companies in Singapore , Chairman, Bogala Graphite
Lanka Ltd, Chairman of Lanka Phosphate Limited (a
Government Company), Managing Director of Lanka
Glass Manufacturing Limited , and Chief Executive
Officer (CEO) of Tri Star Apparel Exports (Pvt.) Ltd.

went abroad and served as, Manager Yohira Shoji
Corporation, Saitama Ken, Japan till December 2004
and returned to Sri Lanka in 2005.
At present he is the Vice Chairman and a member
of the Board of Directors of Housing Development
Authority Coming under the Ministry of Housing and
Common Amenities of Sri Lanka.

10 Kosgallana Durage Ranasinghe
Director
Mr. K. D. Ranasinghe holds a Bachelor of Arts
(Economics) Degree from the University of Colombo
and obtained a Masters Degree in Economics from
the Michigan State University, United States of
America. He began his career in 1985 by joining the
Sri Lanka Administrative Service (SLAS). He counts
22 years of banking career at the Central Bank
Currently he is the Deputy Director of the Economic
Research Department of the Central Bank of Sri
Lanka.
He joined the Board of the HDFC Bank in June 2004,
and he has resigned from the Board in April 2008.

11	Lalitha Padman Andrahennadi
Director
Mr. L. P. Andrahennadi joined the Board in June
2004. He is an Attorney - at - Law by profession
who is in active practice from 1981 in both civil &
criminal courts. He also holds a Bachelor of Science
Degree from the University of Kelaniya. He was
appointed to judicial service in 1988 and served as a
magistrate and additional District Judge for a period
of six years. He served as the Chairman / Managing
Director of the Building Materials Corporation
Ltd. and as the Chairman of Ceylon Fisheries
Corporation. Presently he is the Legal Consultant
to the Ministry of Trade,Marketing Development,
Cooperatives and Consumer Services. He was retired
from the Board on June 2007.

Currently he is serving as a Financial and Investment
Consultant in many companies.
He joined the Board of the HDFC Bank in June 2007.

9 Alahapperuma Wijesinghe Dayananda
Director
Mr. A. W. Dayananda holds a Bachelor of Education
(Special) Degree from the University of Ceylon,
Colombo and subsequently he obtained a Diploma
in Social Studies from same University.
He began his career in 1975, as a Graduate Teacher
and thereafter joined imperial Motors. In 1991 he

7

8

11
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CEO / General Manager’s Report
Whilst 2006 was a year of substantial growth
the opposite in the face of global and domestic

here could experience some negative yields

GDP per capita (US $)

for the housing finance sector, 2007 proved

as a result. However we understand that our
target market, although belongs to low income

1750

macro-environmental pressures, which
substantially hurt our profits. Our sector is a
catalyst of economic growth, but the dip in the
housing market would condition us to view it
with cautious optimism.

category, our loan portfolio can be considered
1500

as “prime lending” as evident from the low
“loan to value ratio” and the financial discipline

1250

maintained by them induced by the native
rural culture. Further integrating them into the

1000

banking system is of importance for both social

Economic Overview

750

and human development.

During a period of recessive dynamics in most

500

A Vision For Housing

250

The government’s ten-year plan envisages

mature global markets, Sri Lanka’s economy
grew by 6.8 per cent in 2007, and the average
rate of unemployment reached its lowest level
of six per cent during that period. Growth was
driven primarily by the services sector which
contributed up to 62 per cent of GDP, as per
capita income rose to USD1,617.

a residence to every household based on

0
02

03

04

05

06

07

Year

Industry Snapshots

population density, suitability of available
lands and a sustainable environment. A key
modality proposed by authorities to drive this
programme is to develop a strong secondary

The year that ended saw a dip in the housing

mortgage market with necessary institutional

However, total external debt rose to 44 per

market – globally; butted by high interest

infrastructure. However, the high cost of

cent of GDP fuelled by foreign borrowings, and

rates and inflation. Property rates have ceased

primary market instruments and the lack of

inflation climbed to 22 per cent, the Central

to appreciate, and in some cases they have

benchmark interest rates for long-term debt

Bank Of Sri Lanka reported. The Central Bank’s

even fallen below purchased value. The wider

instruments have put a damper on promoting

monetary policy strategy was geared towards

housing industry is also tapering, with sales

such a secondary market. The situation led

not exceeding tight quantitative targets of

expected to tumble significantly. Financial

to a maturity mismatch between assets and

monetary aggregates, to allow market interest

obligations of homeowners to total household

liabilities of housing finance institutions, in

rates to adjust upwards to curtail “excessive

income are at an all-time high, especially in low

addition to a mismatch of rates.

demand”. Open market operations were

income and middle income earning categories.

conducted aggressively, whilst imposing

The economic stress has seen an increase in

I wish to reiterate the necessity to develop a

certain limits on Banks and their access to the

the number of mortgages foreclosed, and the

pragmatic and comprehensive road map for

Central Bank’s reverse repurchase facility, thus

fall of the housing finance market could lead

the housing finance sector. If not, the sector’s

restricting credit creating capacity.

to a vicious spiral of defaults, which may pull

ability to support any exalted development

property rates down further.

plans come into serious doubt. The

Unemployment rate (%)

development of long-term money-markets

14

12

On the other hand, technological and

and directing long-term investment funding

operational improvements have contributed

into the housing finance sector would suffice

positively towards the housing finance sector

this cause.

the world over. Investments in information
technology systems and integrating them with

10

our operational functions, plus, innovative
product solutions have delivered efficiencies

8

and economies of scale. Housing finance

6

institutions have also increased loan to value
ratios, allowing customers to borrow more.

4

Another significant development was the
2

growth of lending to households or individuals
with insufficient or poor credit history (Sub-

0
95

97

99

01
Year

03

05

07

Prime Lending). It is important to note that
sub-prime lending is posting much faster
growth against prime lending the world over.
The recessionary economics have caused
difficulties for some households with subprime loans, and housing finance institutions

Operational Overview
The Bank’s principle mandate is to provide
housing financing for individuals, and finance
investments of housing projects. A good
measure of the Bank’s success over the last
decade was its readiness to respond positively,
and its flexibility to accommodate the
changing needs of the low and middle income
sectors.
HDFC’s financial resources are limited in
comparison to the needs of the target
customer segment. This is particularly due
to the inadequate flow of long-term funds to
the market. Long-term investors are proving
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Financial Performance

presented by short-term money market

2007 was a turbulent year for the bank; a

instruments. Other factors include concerns

result of apprehensions beyond our control.

of capital appreciation, tax treatment and risk

Most distressing was the substantial drop in

of returns. When money market interest rates

profits from a healthy Rs. 308 million before

of three and six-month Treasury Bills rise;

tax in 2006 to Rs. 93 million. The total value of

investors are reluctant to put money on long-

loans granted in 2007 by HDFC 1,605 million.

term debt instruments.

High interest rates and increased interest

8

6

%

difficult to find, due to high attractive yields

4

expenditure seriously hurt our profitability,
This compels institutions like HDFC to rely

reducing interest margins on credit granted.

on short-term capital funds, which are high

High-cost funds mobilised from the market

in cost. To add to that, as the deposit base of

and negative margins on loan schemes

the bank is negligible, the weighted average

for state-sector employees contributed to

finance cost is almost the same as short-term

reducing bottom lines further.

debt instruments, drastically impacting the
interest margin of HDFC. The insufficient

As a long-term strategy to mitigate the risk of

subsidy element on the negative interest

volatile interest rates, the management took

margin for providing loans to state-sector

steps to expand its scope of activities

employees further aggravated the problem.

through amendments to the HDFC Act,

The value of these loans was more than Rs.

which is near complete. New operational

1000 million.

avenues would include Islamic finance,
pawning and leasing where interest

To overcome any adverse impacts, the

margins are higher. The strategies

Management and the Board of Directors

already in place to increase the deposit

decided to adopt the following measures:

base would help reduce the cost of funds
progressively over a period of about

1.

To improve the deposit base aggressively

two years. The Bank would also position

with a focus on minor’s savings to ensure

itself to access off shore funds, once the

low cost funds coupled with matching

amendment to the Act is complete.

maturity.
2.

3.

To introduce innovative long-term

In addition, the measures adopted

investment products to attract segments

for loan recovery would help reduce

of the market with seasonal surplus funds.

defaults, thereby saving on cost of funds

To penetrate markets not accessed by
competitors, such as the self-employed,
professionals, merchants and pavement
hawkers, with ‘palm top’ technology
through door-to-door service.

4. To introduce more savings linked loan
schemes, such as ‘Gurusevana’ for
teachers.
5.

for the Bank in the short and long-term.
The management found that in the event
of default, a majority of debts could be
covered through collateral and credit
losses would remain limited as evident
from the low LTV ratio. Our approach to
improve recovery through appropriate
credit risk assessment, proactive
assistance and counseling, as opposed

To introduce compulsory additional loan

to enforcing securities has been found

installments as a buffer.

satisfactory. This is visible from our

Then again, despite the setbacks, the Bank
was pleased to maintain a healthy capital
adequacy ratio on Tier 1 and 2 throughout the
year, largely due to retained profits and share
premium.

NPL ratios in comparison to that of the
industry. HDFC offers the best support for
borrowers with arrears, affording them
interest deferments, payment holidays,
reduced installments and extending
terms amongst others.

2006

2007

CAR Tier I

37.63%

31.08%

CAR tier II

37.80%

31.84%

2

0
2006

Year

2007

Housing loan NP %
Total Loan %
HDFC mortgage NP%
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Appreciations
I take this opportunity to convey my gratitude
and sincere thanks to the Chairman and
the Board of Directors for their continued
guidance, advice and support. I warmly thank
HDFC’s staff for their unmatched pursuit
of excellence and teamwork towards the
organization’s performance.
I would also like to thank the Governor and
other officials of the Central Bank of Sri Lanka,
for their professional guidance and support.
Finally, I thank the auditor General and his
Launching Ceremony of Dhana Nidhana

officials for their professional role in carrying
out the external audits.

Looking Ahead

Human Resources

Despite profitability reducing drastically in the

The Bank is fully committed to human

year under review, the Bank has established a

development – investing in people – as it

firm foundation for a stable financial position

is they who provide us with competitive

in the future, with the implementation of

advantage within the knowledge economy we

C.A. Sarathchandra

operational reengineering measures that

operate in today. This priority was addressed

CEO/General Manager

are currently in progress. Furthermore, with

through well-planned training programmes

28th March 2008

the expansion of the scope of the Bank’s

conducted throughout the year with experts in

activities in 2008, it would be better equipped

the fields of Credit, Recovery, Risk Management

to serve customers all-round. Organisational

and Islamic Finance. The Bank also entered into

and leadership restructuring has taken place

a collective agreement with the HDFC Branch

in this light, and Risk Management, Internal

of the Ceylon Bank Employees Union, which

Audit – including branch operational audits,

the management believes would strengthen

IT process, and overall systems and strategies

the morale of employees. It addressed

are being reviewed to elevate them to new

concerns of the Bank’s HR management, such

generation banking standards.

as policy on transfers, promotions, training and
development. This has fostered confidence

Quality objectives have been established

within employees with regards to their future

separately for all banking functions in line

prospects and progression with the bank.

with ISO standards. The bank applied for ISO
9001:2000 Certification in 2007 following
a complete review of its processes and
management systems and then took a
number of steps to introduce strategies and
measures where improvements were needed.
These included Quality Policy, Training Needs
Analysis, service delivery and improvements to
IT systems. The ISO auditors found that much
of HDFC’s operations are at a standard higher
than the industry average and those of its
competitors. The final audit is near complete
and the management is awaiting certification.

Corporate Social Responsibility
Sustainable community development and
poverty reduction continues to be our key CSR
objective through the provision of tailor-made
finance solutions to uplift the living standards
of the poor. HDFC is proud of its contribution to
social development. The Bank also plays its part
in extending support to Sri Lanka’s migrant
workers, and has thus developed innovative
investment instruments to give a new lease of
life to their children. They cover all aspects of
child development spanning physical, cognitive
and psycho-social functions to condition them
for the different stages of their lives.
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Corporate Management Team
1. MR. C.A. SARATHCHANDRA

promoted as the Manager, Consultant and

(Chief Executive Officer/General
Manager)
Mr. C. A. Sarathchandra is the pioneering
General Manager /Chief executive officer
of the HDFC Bank. He counts over 3o years
experience in the field of Finance and
Banking in Sri Lanka and UK.
He is a Fellow Member of the Chartered

Finance). Again in 1994, he re – joined the
People’s Bank as the Director (Finance and
Management Services) and served in that
capacity for period of two years until he
joined the Seylan Merchant Bank in 1996
as the Chief Executive Officer / Executive
Director (Finance).
In 1997 Mr. Sarathchandra joined the

(CIMA) – UK and the Society of Certified

Housing development Finance Corporation,

and Management Accountants (SL). He is

which was a Building Society then, as

also a Member of the International Export

the Deputy General Manager (Finance)

Association (IEA) – UK, the Economics

and thereafter promoted as the General

Association (Sri Lanka), the Association of

Manager. He has taken a great effort

Professional Bankers and the Chartered

to metamorphose the HDFC Bank to its

Institute of Management (MCIM) - UK.

present state as a licensed Specialized Bank

Diploma in Bank Management (Institute

2. MR. S. DISSANAYAKE
Deputy General Manager (Finance)
Mr. Dissanayake is an Associate Member
of the Institute of Chartered Accountants
of Sri Lanka (ICASL). He holds a B.Sc.
(Business Admin. (Special)) Degree, from
the University of Sri Jayewardenepura. He
counts more than 20 years experience
in public and private sector, including 10

institute of Management Accountants

Mr. Sarathchandra holds a Postgraduate

from its miniature beginning as a Building
society.

years experience as the head of the finance
department, in various organizations,
such as Tea Smallholding Development
Authority, Fisheries Harbor Corporation. He
Joined the HDFC in December 1995 as the
Assistant General Manager (Finance).

3. DR. A.D.P. BADDEVITHANA
Deputy General Manager
(Marketing)

of Bankers, Sri Lanka) and MSC.

He has participated in various training

Dr. Baddevithana holds a doctorate

(Management) (Sri Jayawardenepura).

programs including Corporate Finance

from University of Kelaniya and he

He further holds a MBA (USA) and a

in Singapore, Commercial Banking in UK,

is a life member of PIM Professional

Investment Banking in Indonesia by ADB,

Association. He is holding an MBA from

Treasury Management in Malaysia and in

the Postgraduate Institute of Management

Hong-Kong and Housing Finance in USA.

of University of Sri Jayewardenepura. He

Bank in 1973 as an executive. Thereafter

He was also instrumental in setting up the

is a Certified Professional Marketer (Asia

for period of four years from 1982 to

HDFC Bank in the Maldives. In year 2004,

Pacific Marketing Federation) and a Fellow

1984, he worked in the United Kingdom

Mr. Sarathchandra was appointed by the

member of the ACPM. He is also a member

.Then he joined the Merchant Bank of

World Bank as a short term consultant for

of SLIM. He possesses a BA General (BPU)

Sri Lanka Ltd. as a Finance officer in the

the South Asia Sector Unit as a Housing

Degree, and a MA from the University of

Trade Paper Department in 1986, and was

Finance Specialist.

Kelaniya.

Postgraduate Diploma in Development
Economics from University of Colombo.
He began his career by joining the People’s

7

thereafter as the Assistant Director (Trade

5

2

1

3

8

6

4
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Corporate Management Team (Contd...)

He counts over 25 years of experience

Consultant to the Asian Development Bank

and implementation, project financing

during which he held several senior

on Rural Finance.

experience in the field of Auditing Finance,

positions in the field of Housing Finance,
Administration, Advertising and Marketing
in UK and Sri Lanka, before joining the
HDFC in year 2002 as the Deputy General
Manager (Credit)

4. MRS. L. S. JAYAWARDANA
(Chief Operations Officer /
Compliance Officer)
Mrs. Lanka Shubbani Jayawardena is the
Chief Operations Officer / Compliance
Officer of the HDFC Bank. She holds a
B.com degree from the University of
Colombo(1990). She is an Associate
member of the Chartered Institute of
Management Accountants in UK (2001).
She has served as a Branch Manager
– Corporate Branch of the PABC Bank, prior
to that she joined the Sampath Bank as
a Management Trainee and served as a
Branch Manager after beeing absorbed into
the permanent cadre.

5. MR. P. D. GOONESEKERA

He is a certificate holder in Human

in Sri Lanka and overseas.

Resources Management and Development.

He is responsible for project financing,

Mr. Goonesekera joined the Housing

feasibility studies, long-term funds

Development Finance Corporation Bank

arrangement etc. He joined HDFC in

of Sri Lanka in July 2006 as Compliance

September 2004.

Officer initially, and was appointed as the
Consultant Legal / Human Resources &
Administration of the HDFC Bank.

6. DR. W. G. KARUNADASA (DBA, MBA,
FCA, FSCMA, CMA)

8. MR. W. M. A. BANDARA
(AGM - IT)
Mr. W. M. A. Bandara is the Assistant
General Manager, (IT) of the Bank. He

(Chief Internal Auditor)

holds a BSc Degree from the University of

Dr. W. G. Karunadasa is a Fellow Member

Diploma in Information Technology from

of the Institute of Chartered Accountants

University of Stirling, Scotland.

of Sri Lanka, Fellow Member of the Society
of Certified Management Accountants
of Sri Lanka. He obtained his Masters of
Business Administration Degree from the
Postgraduate Institute of Management,
University of Sri Jayewardenepura and
Doctor of Business Administration from
Irish International University.

Colombo. He also holds a Post Graduate

He has over 20 years of experience as an IT
professional with over 5 years experience
in senior managerial level. He has extensive
experience in installing; configuring and
maintaining a wide range of UNIX based
system, specialized in configuring and
maintaining Informix Database, Network
administrative activities and Project

He participated in various training

(Consultant Legal/Human Resource
&Administration)

Management. He had attended to various

programs both local and foreign including

training courses relevant IT industry at

National University of Singapore and

international organizations such as CICC

Mr. Goonesekera is an Attorney-At-Law by

International Development Ireland.

– Japan, IBM – Malaysia. He had also worked

During over 23 years professional career

in NEC Corporation in Japan for one year.

profession. He has joined the un-official
Bar in 1970, and had been in practice for a
period of three years. Thereafter he joined
the People’s Bank as an Assistant Law
Officer in January 1974, and in year 1990
he was promoted as the Chief Legal Officer
of the People’s Bank. He was appointed as
the Chief Compliance Officer of the Bank
in the year 2000. He was instrumental in
introducing an Anti-Money Laundering
Policy, Know Your Customer Policy, an AntiMoney Laundering Hand Book and a Hand
Book on Compliance to the Peoples Bank as

, he has worked in Veyangoda Textile
Mills Limited, The Finance Company PLC,
Skyspan Asia (Pvt) Limited in the capacity
of Senior Manager and Board member. He
served as a Visiting Faculty Member of the
Postgraduate Institute of Management,
Institute of Chartered Accountants of Sri
Lanka.

7. MR. D.V. PATHIRANA
Assistant General Manager (Project
Finance & Administration)

well as to the HDFC Bank. (after joining the

Mr. Pathirana is an Associate Member of

staff of the HDFC Bank as a consultant.)

the Institute of Chartered Accountants

He has been a Faculty Member of the
Bankers Training Institute and the Centre
for Banking Studies of the Central Bank of
Sri Lanka.

of Sri Lanka (ICASL), (ACA) and a Fellow
Member of the Society of Certified
Management Accountants of Sri Lanka
(FSCMA). He holds a B.Sc. (Special - Public
Administration) degree from the University

He retired from the service of the People’s

of Sri Jayewardenepura. He has more

Bank, after serving for a period of 31 years

than 20 years management Accounting ,

in September 2005. He was also the Legal

General Management, project promotion
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Executive Management Team

1

2

3

1

4

5

Mr. W. M. Chandrasena

6

6

Manager (Valuation)

7

8

Mrs. W. M. D. Botheju

9

10

Accountant (Finance)

11 Mr. M. S. M. Rila
Manager (Technical)

2

Mr. M. Y. Piyasena
Senior Manager (Recovery)

7

Mr. K. R. M. A. Bandara
Manager-(Internal Audit)

12 Mrs. P. L. A. S. I. Cooray
Manager (Credit)

3

Mrs. K. T. D. D. De Silva

8

Mr. L. H. Nihal
Manager (Training, Research &
Development)

13 Mrs. C. P. K. Hewage ( Absent)
Manager (Human Resources)

Bank/Board Secretary
4

Mrs. W. W. D. S. C. Perera
Manager (Legal)

9

5

Mr. C. R. P. Balasuriya
Account / Manager (Savings & Fund
Mobilization)

10 Mrs. H. S. Gunathilake
Manager (Project Finance)

Mr. A.M. Neelachandra
Manager (Data base Administrator)

14 Mr. Anura Hettiarachchi ( Absent)
Accountant (Finance)

11

12

12
HDFC Bank

Annual Report 2007

CSR & Sustainability Report
At HDFC, Corporate Social Responsibility (CSR)
is about commitment towards it stakeholders;
their development and progression are
utmost. We strive to deliver on this promise
beyond expectations. Our stakeholders are not
limited to the bank’s partners; it encompasses
Sri Lankans at large, our industries and the
national economy. Our vision is for Sri Lanka.

HDFC And Society – The Kasikote
Example
Education and human development take
precedence in our efforts. As part of HDFC’s
programme to commemorate the Vesak
festival in 2007, the Bank’s Sports Club
provided assistance to the Kasikote Junior
School in the Kurunegala District.
“Building bridges and connecting
people towards prosperity”

The project was specially designed to cover
all aspects of a child’s development. Every
student received text books and stationery
to supplement their educational needs, plus,
cupboards and reading material to enhance
the school library. Shoes and sports equipment
were also distributed with musical equipment
for the school band. With child health in mind,
water filters were placed around the premises
to give access to clean drinking water. Then
the Bank donated a gold-plated Buddha statue
to the school shrine room in the hope of
promoting spiritual discipline.

Supporting People And Progress
HDFC was at hand to provide assistance to
the residents of Gilma – a rural village in the
Yatiyanthota area. With no proper access
route, the villagers were forced to commute
over a hazardous make-shift bridge made
out of two coconut trunks. In May 2007, the
Bank completed construction of a modern
pedestrian bridge, which brought safety,
efficiency and peace of mind to Gilma’s
villagers.
In Delkanda Nugegoda, the Bank gave financial
assistance to poor families who were victims
of floods resulting from torrential rains. The
assistance took form of grants and low-cost
finance to rebuild their homes.
In partnership with regional education
institutes, the Bank financed five seminars
and workshops at provincial level for students
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sitting the Year Five Scholarship examination
last year. The students of the Ramboda Maha
Vidyalaya were also on our list of beneficiaries,
with an educational visit fully sponsored by
the Bank.

Fostering Prudence
Education and human development is not
restricted to schools; it extends to different
age groups and identified segments of society
at large. As a first step, the Bank launched a
series of programmes to educate and inculcate
financial discipline and prudence amongst
youth in low income groups. HDFC hopes to
grow this programme in 2008 and beyond as
part of an initiative to extend formal financial

“A Fillip to pre school education”

solutions to un-banked sections of society.
Technology would play a pivotal role in this
endeavour, and HDFC is confident of its ability
to foster the savings habit and contribute to
personal and national development.

Corporate Footprint
Our role and actions within the community
demonstrate how corporates could assist and
add value to deserving sections. What we give
them as a corporate citizen, they would give
back to society and the country. We at HDFC
are proud to see the fruit of our efforts and
its advantage to society. We believe we have
aptly demonstrated how CSR is sustainable
“Helping hollistic development of
children”

from a corporate and country perspective. The
Bank pays tribute to its staff who are actively
involved in work with the community – purely
on a voluntary basis – the teamwork and
culture it inspires is truly immeasurable.

“Sponsoring an educational dayout of school
children”
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Enterprise Governance
Enterprise Governance; an emerging term

stakeholders. The role of the management

of Chartered Accountants of Sri Lanka.

that combines Corporate Governance

team includes monitoring compliance within

Strengthening corporate governance in

(conformance) and Business Governance

the established governance framework of the

the Bank is also important to prepare for

(performance), encompassing all factors

Bank, and to ensure that all business activities

the implementation of the new Basel II

that lead to governing an organisation. The

are conducted in accordance with the legal

Capital Adequacy Framework. The new draft

Board of Directors remain the catalysts of

and regulatory framework applicable to the

mandatory code will come in to effect from

governance, recognising that both corporate

industry.

2008 onwards under a Direction from the

and business governance are integral to

Monetary Board under the Banking Act No.30

maintain a sustainable enterprise, which

The Board on its part has an Audit and

of 1988, and is expected to greatly improve

displays continued growth performance and

Management Committee, Recovery Sub-

the soundness of the banking system, which

value creation for stakeholders.

Committee, Asset and Liability Committee,

is vital to safeguard interests of depositors and

Credit Committee, Remuneration

maintain financial stability.

Corporate governance is the set of processes,

Committe,Human Resources Committee,

customs, policies, laws and institutions

Risk Management Committee and Valuation

The extent of compliance by HDFC for the

affecting the way in which an organisation

Review Committee. The composition, mandate

year ended 31st December 2007 with the said

is directed, administered or controlled. It

and workings of these committees are

principles and best practices are disclosed

also includes the relationships amongst

elaborated on succeeding pages.

in the table on pages 14 to 17 of the Annual

stakeholders and the goals for which the Bank

Report.

is governed. The principal players are the

The Bank is firmly committed to the highest

shareholders, management and the Board of

standards of corporate governance and has

Directors.

complied with good governance practices
recommended by various regulatory bodies,

At HDFC, the Board of Directors led by the

including guidelines prescribed in the Code

Chairman is responsible for the governance of

of Corporate Governance for Banks and

the Bank, and establishes effective governance

Financial Institutions issued by the Central

practices to meet challenges in the short and

Bank of Sri Lanka, and Code of Best Practices on

long-term and to ensure value creation for

Corporate Governance issued by the Institute

Corporate Governance Principle

Level of Compliance

Composition of the Board of Directors
The Board comprises of ten Directors, all of whom are Non-Executive. All Directors possess a wide range
of talent, skills and experience, which include a high sense of integrity, independent judgement and
considerable knowledge to add value to their respective roles to provide sound and prudent guidance
with respect to the operations and interest of the Bank.

						
Board Meetings

Board meetings are held monthly, whilst special Board meetings are convened whenever necessary.

Availability of a formal

The Board is responsible for:

Schedule of matters for 		 *

providing strategic direction and formulating corporate strategic initiatives.

Board discussion		 *

Ensuring satisfactory performance as representatives of the shareholders.

		 *
		

Appointment, evaluation and providing direction to the CEO, approving organisational 		
structure planning for succession of Corporate Management

		 *

Ensuring implementation of an effective internal control system

		 *

Approving and monitoring effectiveness of the Bank’s Risk Management Strategy.

		 *

Ensuring compliance with the highest ethical and legal standards

		 *

Approval of the Budget and Corporate Plans

		 *
		

Reviewing and monitoring process, controls and procedures which are in place to maintain
the integrity of the Bank’s accounting and financial records and statements.

		 *

Approval of quarterly and annual financial statements

		 *

Approval of credit facilities exceeding the authority of the Credit Committee
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Corporate Governance Principle

Level of Compliance

Procedure for Directors to obtain

Board Sub-Committees advise the Board on various matters under their purview. In addition, the

independent professional advice

Board obtains independent professional advice from external sources whenever it feels necessary

Company Secretary

An Attorney-at-Law by profession. She ensures that Proper Board procedures are followed and that
applicable rules and regulations are adhered to. She is responsible for advising the Chairman and the
Board on all corporate governance matters, Board procedures and compliance with applicable rules and
regulations

Dedication of adequate time and effor

The Chairman and members of the Board dedicate adequate time for the fulfilment of their duties

t for matters of the Board and the

as Directors of the Bank. In addition to attending Board meetings, they attend Sub-Committee meetings

Company

and make decisions via circular resolution.

CHAIRMAN & CEO/GM
Division of responsibilities

The function of the Chairman and CEO/GM are clearly separated in order to ensure a balance of power
and authority.

Presence of a strong Non-Executive

All eleven directors are Non-Executive Independent Directors

element on the Board			

CHAIRMAN’S ROLE
Conducting Board proceedings

The Chairman conducts Board meetings ensuring effective participation of all the

in a proper manner

Directors. The Board is in full control of the Bank’s affairs.

FINANCIAL ACUMEN OF THE BOARD
Financial acumen of the Board

There are two senior Chartered Accountants, one Fellow Member of the Chartered Management 		
Accountants UK and one Fellow Member of the Institute of Chartered Accountants of Sri Lanka. The
CEO/GM is also a Fellow Member of the Chartered Institute of Management Accountants UK.		

BOARD BALANCE
Balance of the Board

				

The Board consists of eleven Non-Executive Directors. Each of them brings to the Board, wide experience
and an independent view point and carries significant weight in the Board’s decisions.

SUPPLY OF INFORMATION
Availability of quality

All Directors receive accurate, timely and clear information on all relevant matters. Any requests for

management information

further information are co-ordinated by the Board Secretary.

APPOINTMENTS TO THE BOARD
Disclosure of details on new

Details of new Directors are made available to shareholders on their appointment. Prior notice on

Directors to shareholders

Appointment of new Directors is given to the Director of Bank Supervision

APPRAISAL OF BOARD PERFORMANCE
Appraisal of Board performance

The performance of the Board and its committees is evaluated by the Chairman to ensure that it
functions effectively and efficiently, although such evaluation is not formally documented
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Enterprise Governance (Contd...)
Corporate Governance Principle

Level of Compliance

RELATIONSHIPS WITH SHAREHOLDERS
Constructive use of the
Annual General Meeting

The Bank always welcomes the active participation of shareholders at the Annual General Meeting
and solicits their views at all times, thus promoting a healthy dialogue. Whenever possible, the Bank
implements their suggestions		

Circulation of notice
of the AGM

The Annual Report, financial statements and the Notice Of The AGM are sent to shareholders at least 15
working days prior to the date of the meeting. The Bank proposes a separate resolution for each item of
business, giving shareholders the opportunity to vote on each different issue.

Major transactions

During 2007 there were no major transactions, which materially affected the Bank’s net asset base.
Transactions, if any, which materially affect the net assets of the Bank would be disclosed in the annual/
quarterly financial statements

ACCOUNTABILITY AND AUDIT
Financial reporting

The Bank gives high priority to timely publication of quarterly and annual results with comprehensive
details far in excess of statutory requirements, enabling both existing and prospective shareholders to
make a timely and fair assessment of the Bank’s performance and prospects and informed decisions.
Mediums of publication include printed materials, newspapers and the web site of the Bank. The Bank
strictly adheres to accounting formats and other procedures laid down by the regulatory authorities, such
as the Central Bank of Sri Lanka and the Colombo Stock Exchange in submitting all periodic returns and
other information. Price sensitive information is released to regulators on a timely basis. The financial
statements are prepared in accordance with the Sri Lanka Accounting Standards, which are based on the
International Accounting Standards. Therefore, the bank’s financial statements comply with International
Accounting Standards in all material respects, to the extent that International Accounting Standards have
been adopted in Sri Lanka.

Directors’ Report on the Annual Report

The Director’s Report is given on pages 23 to 26 of the Annual Report.

Statement of the Auditor and
their reporting responsibilities

The Auditor General’s Report is given on page 32 of the Annual Report, which includes the scope
of their responsibilities and their opinion on the financial statements

Declaration by the Board that
This is given in the Directors’ report on page 26 of the Annual Report.
business is a going concern 		

INTERNAL CONTROLS
Maintaining sound internal controls

Directors have put in place effective controls, risk management and compliance

covering financial, operational,

systems to ensure that no legal, banking, company, stock exchange and other

compliance and risk management

regulations are violated. A summary of the risk management measures in place at

to safeguard shareholders’ investments

the Bank is given on page 20 of this report.

and the Bank’s assets
Reviewing effectiveness of internal

The effectiveness of internal control systems is periodically reviewed by the Board

controls periodically by

Audit Committee and major observations are reported to the Board. It also ensures

Directors and reporting

that effective internal and external audit procedures are in place and these functions
are carried out by the Internal Audit Department.
The Board reviews the reports arising from internal and external audits and monitors the progress of the
Bank by evaluating the results against the budget and industry performance.

AUDIT COMMITTEE AND AUDITORS
Availability of an Audit Committee

The Audit Committee of the Bank comprises of three Non-Executive Independent Directors. The CEO/GM

comprising of Independent Non-executive

attends the meetings by invitation. The Committee met four times during the year. The full report of this

Directors and reporting

Committee including the terms of reference and specific tasks carried out during the year is given on

thereon in the Annual Report

page 22 of this Annual Report

Review of the audit function &

The Audit and Management Committee monitors and reviews the effectiveness of the Bank’s Internal

maintaining appropriate relationships

Audit function, the External Auditor’s independence, objectivity and the effectiveness of the audit

with External Auditor to ensure their

process, taking into account relevant professional and regulatory requirements. The Bank maintains

objectivity and independence

appropriate relationships with the External Auditors - the Auditor General’s Department. The committee
members are namely (1) Mr. P. Sumanapala (2) Mr. W.A.T. Fernando (3) Mr. N. Rodrigo

Remuneration Committee

The Remuneration Committee comprises of three non-executive Directors. They are namely
(1) Mr S.M.M.Yaseen (2) Mr. W. J. L. U. Wijayaweera (3) Mr. P. Sumanapala .The Remuneration
Committee determines and agrees with the Board, the broad policy framework for the remuneration of
the CEO.
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Level of Compliance

Risk Management Committee

The Risk Management Committee comprise of four non-executive Directors. They are namely
(1) Mr. W. J. L. U. Wijayaweera (2) Mr. U. N. Jinasena (3) Mr. W.A.T. Fernando 4) Mr. P. Sumanapala. The
Committee will monitor the effectiveness of the Bank’s risk management strategy.

The Assets and Liabilities Committee

The Assets and Liabilities Committee (ALCO) comprise of three non-executive Directors. They are
namely (1) Mr. U. N. Jinasena (2) Mr. W. J. L. U. Wijayaweera (3) P. Sumanapala. The Asset and Liability
Committee of the Bank continuously monitors the liquidity level with a view to maintaining a satisfactory
position as well as to meet the statutory requirements of the regulators.

Credit Committee

All credit proposals exceeding CEO/GM’s delegated authority are referred to the Credit Committee
for approval and various factors including risks involved, collateral quality, financial position, legal
implications and adherence to the Central Bank of Sri Lanka requirements are looked at before a facility is
approved. The committee comprises of (1) CEO/ GM (2) DGM - Finance (3) Chief Operations Officer
(4) DGM - Marketing (5) Senior Manager - Recoveries.

Valuation Review Committee

The main function of the committee is to review the valuation of securities offered by customers for large
loans. This committee is headed by a former Chief Valuer.

Recovery Sub-Committee

The Recovery Sub-Committee consists of three Directors of the Board and is formed specially to dispose
the lands which were acquired by the HDFC Bank, under the provision of Recovery of Loans by Banks
(Specialy Provisions) Act No. 4 of 1990. The aforesaid sub - committee assists the Bank to gain the
maximum market rates when the Bank is dealing with such properties. The members of the committee
are (1) Mr. A. W. Dayananda (2) Mr. W. J. L. U. Wijayaweera (3) Mr. C. A. Sarathchandra.

Human Resources sub – committee

The HR committee comprise of 3 Directors of the Board and is responsible for the reviewing the
recruitment and promotions policy of the staff and to ensure that an effective succession plan is in place.
The members are (1) Mr S.M.M.Yaseen (2) Mr. W. J. L. U. Wijayaweera (3) Mr. P. Sumanapala .

EMPLOYEES AND OTHER STAKEHOLDERS
Rights of employees/
other stakeholders

The Bank respects the rights of all stakeholders whether established by law or
have access to relevant, sufficient and reliable information on a timely and regular basis thus
safeguarding their interests.
Several employee performance-enhancing mechanisms such as performance appraisals, employee
share ownership schemes and training programmes for staff both locally as well as overseas are in place.
Also, the Bank periodically conducts customer satisfaction surveys. The last such survey was conducted in
2006 and its results have been made available to Branches

CORPORATE GOVERNANCE
Disclosure on adherence to

The Board of Directors is of the view that it has put in place the resources and the process to ensure

principles and best practices of Corporate

that the Bank is substantially compliant with the Code of Best Practices on Corporate Governance

Governance

issued by the Institute of Chartered Accountants of Sri Lanka throughout the year ended 31st December
2007 and also confirm that the Bank complies with Corporate Governence rules set out in section 6 of the
listing rules of the SEC.

COMPLIANCE
Regulatory compliance

Bankaing Act, direction No.12 of 2007 mandates that all licensed specialised Banks, to commence
complience with effect from 01st January 2008 and be fully compliant with provision of the Direction
by 01st January 2009, except where extended compliance dates have been specially provided for in the
Direction. The Board of Directors, wishes to state that the Bank has commenced compliance with the
Direction from 01st January 2008.
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Branch Managers

Mr. K. Wijesiri

Ms. N. A. A. N. S. Nissanka

Mr. R. M. Sugathapala

Branch Manager (Chilaw)

Branch Manager (Kegalle)

Branch Manager (Badulla)

Ms. I. C. Weerasinghe

Mr. U. B. G. P. Balasooriya

Mr. T. Kandiah

Branch Manager (Matara)

Branch Manager (Ampara)

Banking Assistant (Batticaloa)

Mr. G. D. K. H. Perera
Mr. N. C. Ranjith
Branch Manager (Galle)

Branch Manager
(Anuradhapura)

Mr. U. P. A. M. S. Passaperuma

Mr. R. A. J. N. Ranasinghe
Branch Manager (Ja-Ela)

Branch Manager
(Nuwara-Eliya)

Mr. P. V. R. T. Wijerathne

Branch Manager (Matale)

Mr. P. L. J. Cooray

Mr. W. D. K. Senewirathne

Mr. W. Gunasinghe

Branch Manager (Kalutara)

Branch Manager (Ratnapura)

Branch Manager (Homagama)

Ms. R. R. Gunawardena

Mr. G. W. A. N. Kalinda

Mr. T. B. Karunabandu

Branch Manager (Colombo)

Branch Manager (Tangalle)

Branch Manager (Gampaha)

Ms. R. B. E. Uduweriya

Mr. H. M. A. S. Herath

Mr. K. M. S. W. Bandara

Branch Manager (Kurunegala)

Branch Manager (Kandy)

Branch Manager (Monoragala)

Mr. H. M. Thilakaratne

Branch Manager (Awissawella)
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Product Profile of the Bank

KEDELLA

THILINA HOME LOAN

The housing loan scheme for low and middle income families with low

A loan up to 4 times the savings balance

rates and hassle free documentation

THILINA
SHRAMA UDANA

Children’s Savings Account which offers benefits in terms of gifts and

Yet another special housing loan scheme for EPF holders A special speedy

interest

loan product

PRATHILABA
SITU SEVANA

A super savings product which offers the most attractive rate of interest

Value added hassle free home loan

VISHRAMA UDANA
GURU SEVANA

A value added fixed deposit scheme designed exclusively for the senior

A speedy and flexible loan product for Government Teachers

citizens

SIRISARA

HDFC DHANA NIDHANA

An additional special ‘Home Loan’ for existing customers

A revolutionary financial product offering the highest guaranteed return
over periods ranging from 7 to 15 years
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Risk Management
Banks mobilize funds by taking risks and

market rates or prices including interest rates

properly pricing them. Therefore, risk is

and equity prices.

an essential part in a Bank’s management,
and risk-taking must be prudent. Thus, Risk
Management has increasingly become a core
function of a Bank.
Effective management of risk is crucial for
success in financial services and is fundamental
to HDFC’s strategy. The focus at HDFC is to
manage risk effectively to generate sustainable
profits.
Risk is prevalent in different forms and
magnitudes in any organisation. A majority of
the risks that Banks face has an upside as well,
which makes Risk Management a rewarding

Operational Risk
Operational risk is defined as the potential loss
arising from a breakdown in a bank’s systems
and procedures, internal controls, compliance
requirements or corporate governance
practices that result in human error, fraud,
failure/delay to perform or compromise of the
bank’s interests by employees. Operational risk
also include the potential loss arising from a
major failure of IT systems and both natural
and man-made disasters.

Liquidity Risk

discipline. An effective Risk Management

Liquidity risk works on the probability that a

Strategy helps banks achieve the best trade-off

bank would be unable to meet its obligations

between risks and returns. On one hand,

as they become due, owing to the inability to

shareholders demand an acceptable return on

liquidate assets or obtain adequate funding or

their equity, and also the return on assets of

that it cannot easily offset specific exposures

banks is relatively lower compared to that of

without significantly lowering market prices

other businesses due to the thin margins banks

due to inadequate market depth or market

are operating on. To address this issue banks

disruptions.

operate at high levels of gearing. However, it

Legal/ Compliance Risk

is important to note that constant high levels
of gearing may lead to deterioration in the

Legal risk arises from the potential that

risk profile of banks.

unenforceable contracts, lawsuits or adverse

It could be said that capital management of

negatively affect the operations or the

banks is gaining more significance. Therefore,
an effective Risk Management Framework
could make an immense contribution in

judgements can disrupt or otherwise
condition of the organisation.

Reputation/ Strategic Risk

managing available capital. The Banking

Reputation risk is the likeliness that negative

Industry, like any other financial services

publicity regarding an institution’s business

industry, is exposed to a multitude of risks,

practices, whether true or not, would cause a

which could broadly be classified into credit,

decline in the customer base, costly litigation

market, operational, liquidity, legal/compliance

or revenue decline. This could arise out of poor

and reputation/strategic risks as detailed

management decisions, strategic planning and

below.

dissatisfied stakeholders.

Credit Risk

Managing Risk at HDFC Bank

Credit risk is simply defined as the potential

A wider range of risk management tools

that a borrower would fail to meet his/her

and practices are available for financial

obligations in accordance with agreed terms

institutions today. However, the design

and conditions. This includes non-repayment

of the Risk Management System at HDFC

of capital and/or interest within the agreed

Bank is specific and depends on its size and

time frame, at the agreed rate of interest.

level of sophistication. It is structured to

Market Risk
Market risk is the risk of a financial institution’s
loss resulting from adverse movement in

address both banking as well as non-banking
risks in both balance and off balance sheet
exposures, with a view to protecting capital
and enhancing shareholder value. The Risk
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Management System ensures that the Bank
takes well calculated business risks, whilst
safeguarding it’s capital, financial resources
and profitability from various risks. This while
trying to eliminate, if possible, certain risks
altogether, such as legal and operational risks,
The Bank is also mindful of the correlation
between risk and reward in other areas. It is the
bank’s policy to manage such risks effectively
so as to mitigate or minimise such risks and
to maximise the return to all stakeholders.
In this regard, the Bank has recognised the
fact that continuing development of risk
management infrastructure in terms of
systems and procedures and the necessary
skills and expertise among relevant staff to
handle these risks professionally is the most
effective strategy.

Plans for 2008 and onwards
Risk Management Department

Implementation of Basel II Framework
Basel II Framework describes a more
comprehensive measure and minimum
standard for capital adequacy that national
supervisory authorities are now working
to implement in 2008 through domestic
rule-making and adoption procedures. It
seeks to improve existing rules by aligning
regulatory capital requirements more closely
to underlying risks that banks face. In addition,
the Basel II is intended to promote a more
progressive approach to capital supervision;
one that encourages banks to identify the risks
they may face today and in the future, and to
develop or improve their ability to manage
those risks. As a result, it intends to be more
flexible and better equipped to evolve with
advances in markets and risk management
practices.
The Central Bank announced that regulatory

The Bank will take measures to set up a

capital requirements of banks in Sri Lanka

Risk management Department during

would be computed under Basel II with

2008, which would focus on rescheduling

effect from 1st January 2008. Basel II, once

credit facilities, ensure proper classification

fully implemented, will integrate internal

of facilities and monitor non-performing

risk management systems with regulatory

facilities. This department would also be

capital adequacy requirements of the Bank.

responsible for upgrading risk management

The Risk Management Department, when

policies and procedures, enhancing awareness

fully operational, would be entrusted with the

within the Bank of the relationship between

task of designing and implementing related

risk and return and the importance of the

systems and procedures.

risk management function, upgrading
management information systems from a
risk management perspective and efficient
management of available capital.

Business Continuity Plan
A formal Business Continuity Plan has been
developed by the Training, Research and
Development Unit in keeping with the
requirements and guidelines provided by the
Central Bank of Sri Lanka. It has been formally
approved by the Board of Directors of the
Bank. Apart from abiding by Central Bank
requirements, the Bank identified the need
to have a well developed formal Business
Continuity Plan to address operational risks
and develop plans to minimise the effects of
risks caused by failures of internal processes,
systems and external situations including
natural disasters.
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Report of the Audit and Management Committee
1	 Constitution of the Audit and
Management Committee
The Audit and Management Committee
consists of three Non-Executive Directors

f.

activities are properly adhered to.
g.

as Chairman of the Committee. During

Bank guidelines.
h.

Review matters raised by the Auditor
General in the report in term of

the Financial year ended 31st December

section 14 (2) (c) of Finance Act No

2007, the following were the members of

38 of 1971 for the year 2006.

the Audit and Management Committee.

Mr. P. Sumanapla (Chairman of the

Ensure application of Sri Lanka
Accounting Standards and Central

of the Board. The Director who represents
the General Treasury would function

Ensure laws and regulatory
requirements applicable to the Bank’s

3	 Internal Audit Division

Committee)

Under the guidance of the Audit

Mr. W.A.T.Fenando

committee, an approved Internal Audit

Mr. Nimal Rodrigo

work plan was carried out by the Internal
Audit Division of the Bank during the

The General Manager/ Chief Executive

year under review. In addition to the

officer, Deputy General Manager

normal functions of the Internal Audit,

(Finance) and Deputy General Manager

special investigations were carried out as

(Marketing) and Chief Operations

required by the Audit and Management

Officer attend the Committee meeting

Committee, Board of Directors, Chairman

by invitation. The Chief Internal Auditor

and the Chief Executive Officer of the

functions as Secretary to the Committee.

Bank.

A representative officer of the Auditor
General’s Department attends the
meetings on behalf of the external
auditor.

Further the Internal Audit Division
conducted a System Audit to eliminate
inefficient procedures, improve the
internal control/check and to minimise

2

The Functions of the Audit and
Management Committee
The function of the Audit and
Management Committee is to review and

possible instances of fraud and errors.

4	 Meetings

monitor the achievement of objectives

In accordance with the guidelines of the

of the internal audit function of the Bank

General Treasury Circular No IAI/2000/I,

effectively and efficiently. During the year

the Audit and Management Committee of

under review, the Committee attended

the Bank held its meetings on a quarterly

to the following matters to achieve the

basis. During the financial year ended 31st

above objectives:

December 2007, three Audit Committee
meetings were held and remedial actions

a.

b.
c.

Review and implement internal

taken to rectify identified deficiencies. The

controls and to recommend

Committee had submitted its comments

modifications where necessary.

on these deficiencies and remedial

Review and approve Internal Audit

measures were taken by the Management

Plan

accordingly.

Monitor functions of the Internal
Auditor

d.

Review and compare quarterly
performance of the Bank with
budget.

e.

Periodic review of matters raised by
the Internal Auditor.

(Sgd.)
P. Sumanapala
Chairman
Audit and Management Committee.
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The Report of the Directors
GENERAL
The Directors have pleasure in presenting
to members their Report together with the
audited financial statements of the Housing
Development Finance Corporation Bank of
Sri Lanka (herein referred to as HDFC Bank),
a licensed specialised Bank incorporated in
Sri Lanka under the provisions of the Housing
Development Finance Corporation Act No. 07
of 1997. The said Act was amended by Act No.
15 of 2003, by which the Bank is empowered
to engage in banking business as a licensed
specialised bank. HDFC Bank was quoted on
the Colombo Stock Exchange in November
2003.

PRINCIPAL ACTIVITIES

to customers at their door steps through

functions for the development of a major

hand-held devices, which also updates

residential project in the Ampara District, with

accounts immediately and ensures the safety

a view to eliminate the housing shortage in the

of transactions made by customers at their

area. With designs and necessary approvals

door steps.

under process, HDFC is hopeful of initiating
construction work in 2008.

The Bank, through its subsidiary company,
HDFC Real Estate Development Limited (RED),
is on the verge of completing its Avissawella
Housing Project which consists of 79 units. This
project was initiated by the management to
encourage the public to settle in the outskirts
of the Capital, thereby eliminating congestion
in the city. This modern housing complex
offers the public comfortable residences with
all amenities at attractive rates.
In addition to the above activities, the Bank

REVIEW OF BUSINESS
The Chairman’s review on page 2 and the
General Manager/Chief Executive Officer’s
report on page 6 provide an overall assessment
of the financial performance and position of
the Bank. The aforesaid reports describe in
detail the affairs of the Bank and important
events that took place during the year
reviewed.

SYSTEM OF INTERNAL CONTROLS

During 2007, HDFC Bank expanded its

had rapidly developed its Project Finance

business steadily; moving towards its goal of

Division by engaging trained personnel in the

the premier position in the housing finance

The Board has overall responsibility for the

function. During the year under review, the

industry in the country. The concept of lifestyle

Bank’s systems of internal financial control.

Bank successfully provided financial assistance

banking is a new innovation in housing finance,

Although no system of internal financial

to developers and entrepreneurs who are

and it is one of the features introduced in the

control can provide absolute assurance against

engaged in the business of housing and related

Corporate Plan for the period 2007 to 2011.

material misstatement or loss, the Bank’s

ventures.

internal control systems have been designed

However, financing for housing and housingrelated projects was continued as the main
activity of the Bank in 2007.
HDFC Bank introduced a new long-term saving
instrument to customers on 31st October
2007, when it launched an innovative deposit
instrument titled ‘Dhana Nidhana Investment
Certificate’, which was specially designed to
ensure high returns to depositors. This product
would assist in enhancing the low cost fund
base of the Bank. It would also act as a tool to
minimise maturity risk, which is inherent when
long-term loans are backed by short-term
funds. It is the view of management that this
mismatch of long-term loans being financed
by short-term funds could be eliminated by
matching the loans granted with long-term
funds. The other unique feature of this new
finance instrument is its transferability, whilst
it could also be split into several bonds at the
request of the holder.
During the year under review, the Bank
introduced the concept of ‘Barefoot Banking’
through its branch network, and strengthened
the newly established mobile savings unit.
This was done by introducing technology to
accept cash and issue receipts simultaneously

FUTURE DEVELOPMENT
According to financial analysts, the Islamic
banking and finance industry is set to
revolutionise the economies of many countries
and will reach the $3 trillion mark by 2010.
The Bank’s management has realised the
potential for Islamic banking and finance in Sri
Lanka and is preparing to face the challenges
and opportunities posed to the industry. It
is estimated that this sector of banking and
finance is growing at around 20 per cent per
annum. Management has taken steps to train
staff on this aspect, and with that establish its
own Islamic Banking Unit. The Corporate and
Strategic Plan of HDFC Bank has recommended

to provide the Directors with reasonable
assurance that assets are safeguarded,
transactions are duly authorised, properly
recorded and material errors and irregularities
are either prevented or detected within
a reasonable period of time. The Board is
satisfied with the effectiveness of the system of
financial control for the respective period.
Further, HDFC being a licensed specialised
bank is highly concerned about the systems
it adopts to control functions, as internal
control systems directly influence reputation.
Thus, it has set up a separate Compliance
Department to monitor all functions of the
Bank. HDFC currently adopts a comprehensive

the diversification of the business in the future.

system of internal controls through its several

The Bank is also contemplating the

to Human Resources, Audit and Management,

commencement of insurance and pawn
broking businesses by bringing in appropriate
amendments to its Act. Automated Teller
Machines (ATM) would be introduced in the
future to provide better facilities to customers,
plus, enhance the reach of the branch network.
The management, through its subsidiary
company, completed the initial phase of

Management/Board Sub-Committees related
Recovery, Assets and Liability and Valuation
Review, Remuneration Committee and Risk
Management. The consistence and the
responsibilities of the above committees
are described in the report of Corporate
Governance.
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The Report of the Directors (Contd...)

VISION, MISSION AND OBJECTIVE

DIVIDEND

DIRECTORS

The Bank’s Vision, Mission and objectives

The Directors recommend the payment of a

The Board of Directors of HDFC Bank of Sri

are given on page front inner cover. of this

five per cent dividend for the year 2007.

Lanka consists of 10 Directors, many of whom

report. The business activities of the bank are
conducted with the highest level of integrity
and ethical standards to achieve its Mission
and Vision.

RISK MANAGEMENT

are senior public servants with wide knowledge

PROPERTY, PLANT AND EQUIPMENT

in the fields of finance, administration and
legal, with considerable experience and

Capital expenditure on property, plant and
equipment amount to Rs. 36.76 million, details
of those are given in note 15 of the financial
statements.

the bank are detailed on page 20 of this Report.

The following were the Directors of the HDFC
Bank during the year.

Specific steps taken by the Bank in managing
banking and non-banking risks associated with

exposure in the private sector.

RESERVES

Mr. S. M. M. Yaseen - Chairman (Non-

The total reserves of the bank stood at Rs.

executive)

PROFITABILITY

1142 million as at December 31st 2007, details

Mr. K. D. Ranasinghe - Director (Non-executive

of which are given in note 21 of the financial

The bank recorded a pre tax profit of Rs.

/ independent)

statements.

Mr. W. A. T. Fernando - Director (Non-

93,122,069.00. The details compared with the

executive / independent)

previous year are as given below.

Mr. W. J. L. U. Wijeyaweera - Director (Non-

		

Bank
2007

executive independent)

Group
2006

2007

2006

Mr. P. Sumanapala - Director (Non-executive /
independent)

Rs. Mn

Rs. Mn

Rs. Mn

Rs. Mn

Operating Profit on ordinary activities before Tax

93.12

308.64

96.63

303.54

VAT on financial services

45.98

69.68

45.98

69.68

Provision for taxation

26.06

66.47

27.38

66.47

Profit on ordinary activities after tax

21.07

172.47

23.26

167.37

755.42

656.28

750.69

656.65

Mr. Nimal Rodrigo - Director (Non-executive /

776.5

828.76

773.96

824.03

independent)

Retained profit / (accumulated losses) b/f
Profit available for appropriation

Appropriation				
First & Final dividend proposed
Transfer to Reserve funds
Retained profit carried forward

32.35

64.71

32.35

64.71

1.05

8.62

1.05

8.62

743.09

755.42

740.55

750.7

Mr. M. I. M. Rafeek - Director (Non-executive)
Mr. M. M. Abul Kalam - Director (Nonexecutive / independent)
Mr. U. N. Jinasena - Director (Non-executive /
independent)

Mr. A. W. Dayananda - Director (Nonexecutive)
Mr. L. P. Andrahennadi - Director (Nonexecutive)
			

The following were the Directors of the
HDFC (RED) during the year.
Mr. S. M. M. Yaseen - The Chairman of the
HDFC Bank
Mr. Sunil Kannangara - Director of the HDFC
Bank
Mr. M. I. M. Rafeek - Director of the HDFC Bank
Mr. L. P. Andrahennadi - Director of the HDFC
Bank
Mr. C. A. Sarathchandra - The General
Manager/CEO of HDFC Bank

APPOINTMENTS AND RESIGNATIONS
Mr. W. A. T. Fernando (re-appointed) and
Mr. A. W. Dayananda, Mr. U. N. Jinasena
were appointed to the Board as share
holding Directors of the Bank, and Mr. L. P.
Andrahennadi , Mr. K. D. Ranasinghe were
retired from the Board.
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DIRECTOR’S RESPONSIBILITY FOR
FINANCIAL REPORTING
Directors are responsible for the preparation
of the Financial Statement of the Bank to
reflect a true and fair view of the Bank’s
affairs. The Directors are of the view that the
Financial Statement have been prepared in
conformity with requirements of the Sri Lanka
Accounting Standards, Companies Act No.
7 of 2007, Banking Act No. 30 of 1988 (and
its amendments) and the listing rules of the
Colombo Stock Exchange. The details are given
on the Directors Responsibility for Financial
Reporting.

DIRECTORS’ INTEREST IN ORDINARY SHARES
			

As at

			

As at

01/01/2007	31/12/2007

Mr. S. M. M. Yaseen

-

Chairman

1,000

1,000

Mr. K. D. Ranasinghe

-

Mr. W. A. T. Fernando

-

Director

-

-

Director

-

-

Mr. W. J. L. U. Wijeyaweera
Mr. P. Sumanapala

-

Director

300

300

-

Director

-

-

Mr. M. I. M. Rafeek

-

Director

-

-

Mr. M. M. Abul Kalam

-

Director

-

-

Mr. U. N. Jinasena

-

Director

-

200

Mr. Nimal Rodrigo

-

Director

-

-

Mr. A. W. Dayananda

-

Director

-

-

Directors’ shareholdings have not changed subsequent from the date of the Balance sheet up to
27th May 2008 being one month prior to the date of Notice of the Annual General Meeting.

DIRECTORS’ INTERESTS IN CONTRACTS

STATUTORY PAYMENTS

No Director(s) have any material interest in

The Directors, to the best of their knowledge

any transaction or proposed contract involving

and belief, are satisfied that all statutory

HDFC Bank of Sri Lanka other than those

payments due to the Government and in

disclosed in Notes 27 and 28 of the report on

relation to the employees have been made in

significant Accounting policies on page 47 of

time.

this Report.

ENVIRONMENTAL PROTECTION
The Bank has not engaged in any activity,
which has a direct impact on the environment.
Specific measures taken to protect the
environment are given in the Social and
Environmental Performance Report.

CONTRIBUTIONS MADE TOWARDS
CHARITY
The Bank contributed a sum of Rs. 221,595.00
towards charity (For construction of Houses for
underprivileged and Disaster Assistance Fund).
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DEBENTURE ISSUED
S/No.

Number of

Consideration

		

Date of issue

Debentures

Rs. Mn.

01

-

200 Mn

29.06.2007

Class

Purpose 		

Unsecured

For housing 		

						
Total debenture issues

200 Mn.

EVENTS AFTER THE BALANCE SHEET
DATE
There have not been any material events
that occurred subsequent to the balance
sheet date. Those that require adjustments
to the Financial Statements other than those
disclosed, if any, are mentioned in notes to the
Financial Statements.

GOING CONCERN
The Board of Directors is satisfied that the
bank has adequate resources to continue
its operations in the foreseeable future.
Accordingly, the financial statements are
prepared based on the going concern concept.

APPOINTMENT OF AUDITORS
The Auditor General’s Department continues
to be Auditors of the bank as stipulated in the
HDFC Act No. 07 of 1997(amended by Act
No15 of 2003).

CORPORATE GOVERNANCE
Systems and procedures are in place to
ensure that Corporate Governance is properly
practiced. Specific measures taken in this
regard are elaborated in Enterprise Governance
on page 14 of this Report.

NOTICE OF THE MEETING
Notice Of The Meeting in respect of the 23rd
Annual General Meeting of the HDFC Bank is
given on page 52
By order of the board
K. T. Dharshani D. De Silva
The Secretary of the Bank
2008 Colombo

finance
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Operations Review
Core Banking Products

Overview
The core banking activity of the Bank is long-

Kedella

term and medium-term lending for housing

Shrama Udana
Situ Sevana

The value of loans granted by the Projects
Division in 2007 amounts to Rs.134.5 million

Lower Income Group (LIG), Middle Income

with the total portfolio being Rs.145.75 million.

Augmenting the key growth area of housing,

projects.

adding new Customer Care Centres,
upon the existing IT platform to be the most
sought after housing solutions provider in

environment that prevailed during the year the

the market would be our key objectives in the

loans granted amounted to Rs.2,623.28 million.

immediate future.

Successful operation of the island wide
Colombo

Badulla

network of delivery channels catering mainly to

Homagama

Nuwara Eliya

the banking needs of individual customers. The

Gampaha

Ampara

year under review saw the opening of our first

Galle

Batticaloa

Customer Care Centre at Avissawella, which

Matara

Ja-ela

has proved to be a success.

Kandy

Anuradhapura

Matale

Chilaw

Kegalle

Ratnapura

Networking of all HDFC Branches was

Kurunegala

Kalutara

successfully completed in 2007

Tangalle

Avissawella

The Banh has secured approvals to open five

Achievements

Moneragala

more Customer Care Centres in 2008.

TREASURY

Overview

Commercial Paper

Significant functional improvements were

Repos

carried out to the Bank’s products.

Reverse Repos

INFORMATION TECHNOLOGY

introducing the ATM network and improving

Despite the turbulent political and economic

Overview

BRANCH BANKING

The Future

Division where lending is done for housing

Achievements - 2007

Thilina Home Loan

loans granted being 73,735

under three main categories. They are the

(WIG). In addition, the Bank also has a Project

Sirisara

at Rs. 11.372 billion with the total number of

purposes. The customer base is identified

Group (MIG) and the Wider Income Group

Guru Sevana

The Loan portfolio as at year end 2007 stood

Overview
The IT security environment was further
strengthened with the introduction and
implementation of best practices and policies.
Gearing up to provide new banking solutions to
support sustainable growth.
Complete networking of all 21 Branches during
the year under review.
Successful implementation of Palmtop Banking
– a new innovative service.
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People Management
The Bank identifies its employees as critical to
drive growth and create value at every point
of delivery. Thus, HDFC has re-looked at its
Human Resource Management function and
since then it has been restructured to play the
following roles:
•

Strategic HRM

•

Transformational Management

•

Infrastructure Management

•

Employee Productivity Management

HR Development

Library Facilities
Library facilities were introduced to staff to
give opportunity to enhance knowledge from
which quality and value of the human capital
would increase. Such new knowledge would
assist the Bank in its development purposes.

Motivational Strategies
In appreciation of excellent achievements
by employees, the Bank introduced various
motivational strategies, whereby employees
may receive additional rewards and

Development is a shared responsibility,

recognition that would encourage them to

and employees for their part should posses

perform at higher levels.

the drive and initiative to take advantage
of available learning and development

Three employee-driven associations have been

opportunities. Employees are encouraged

formed to further this purpose, plus, to build

to improve their contribution in the context

spirit, cooperation and harmony amongst all

of their assigned job roles and the processes

staff. They are:

they supplement. Under the new training and
personnel development programme of the

•

Ceylon Bank Employees’ Union

Bank, much has been achieved to improve

•

Welfare & Death Donation Society

efficiency and professionalism amongst staff.

•

HDFC Bank Sports Club

An Employee Competency Analysis was also

Employee Productivity Ratios

carried out, and the below steps were taken to
improve efficiency and job satisfaction of staff.
They are:
•

Relocation of employees

•

Job Rotation

•

Job Enlargement

•

Job Enrichment

Development of Knowledge Sharing
Circles
Knowledge Sharing Circles (KSC) were

HDFC Bank would continue to focus on
employee productivity and in creating value
and driving human development. The
following indicators provide evidence for
same.
Item		

2007

2006

2005

2004	

2003

Staff		

288

286

290

276

280

Income per employee (Rs ‘000)

6,046

4,495

3,641

3,431

2,964

Assets per employee (Rs ‘000)

46,720

37,400

30,460

26,723

21,738

formed within the hierarchy to enhance
individual knowledge and values, and thereby
improve their contribution towards realising
corporate and social goals. Furthermore, an
e-Information Sharing Mechanism (ISM) has
been introduced to share new knowledge
acquired amongst employees.

Total Value of

Value of Human

			

Year

No of Employees

Human Resources

Resources per employee

			

(Rs ‘000)

(Rs ‘000)

2007

288

1,218,473

4,231

2006

286

1,138,045

3,979

2005

290

671,393

2,315

2004

276

632,673

2,292

2003

280

586,722

2,095
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Human Resources Accounting

Value Per Employer (Rs 000)

The Lev & Schwartz model has been used

4500

to compute the value of the Bank’s human

4000

resource as at December 31.

3500
3000
2500

Value

The Human Resource Valuation is based on the
following assumptions:
• All existing employees would continue in

2000
1500

employment up to retirement.
• Employee remuneration includes all direct

1000

and indirect benefits earned by them.

500

• Annual increment is granted at three per

0

cent p.a. on average.

07

06

05
Year

04

03

Staff Strength - 2007
As at 31st December
Year

2007

2006

2005

2004	

2003

Management Level
A - Corporate Management

7

6

5

5

4

B - Snr. & Exe. Management

11

6

6

8

7

C - Executives

104

97

98

103

101

D - Non Executives

166

177

181

160

168

Totals

288

286

290

276

280

Age Analysis -2007

Staff Strength in 2007

HDFC Bank of Sri Lanka
Age Analysis Report

A B

100

C

A-7
B - 11
C - 104
D - 166

No of Employers

D

120

80

60

40

20

0

07

06

05
Age

04

03
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Service Analysis of Corporate
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Auditors’ Report

TH/F/HDFCB/2007/10

The Chairman,
Housing Development Finance Corporation Bank
Colombo 02

to enable as wide an audit coverage as possible within
the limitations of staff, other resources and time available
to me. The audit was carried out in accordance with Sri
Lanka Auditing Standards to obtain reasonable assurance
as to whether the financial statements are free of material
misstatements. The audit includes the examination on
a test basis of evidence supporting the amounts and
disclosures in financial statements and assessment of
accounting principles used and significant estimates
made by the management in the preparation of financial
statements as well as evaluating their overall presentation.
I have obtained sufficient information and explanations
which to the best of my knowledge and belief were
necessary for the purpose of my audit. I therefore believe
that my audit provides a reasonable basis for my opinion.
Sub Sections (3) and (4) of the Section 13 of the Finance
Act No 38 of 1971 give discretionary powers to the Auditor
General to determine the scope and extent of the Audit.

Report of the Auditor General on the Financial Statements
of the Housing Development Finance Corporation Bank of
Sri Lanka for the Year ended 31 December 2007 in terms of
Section 14(2)(c) of the Finance Act No 38 of 1971
The audit of Financial statement of the Housing Development
Finance Corporation Bank of Sri Lanka for the year ended
31 December 2007 was carried out under my direction in
pursuance of provisions in Article 154(1) of the Constitution of
the Democratic Socialist Republic of Sri Lanka read in conjunction
with Section 26(2) of the Housing Development Finance
Corporation of Sri Lanka Act No 7 of 1997 as amended by the
amendment Act No 15 of 2003 and Section 13(1) of the Finance
Act No 38 of 1971. My comments and observations which I
consider should be published with the annual report of the Bank
in terms of section 14(2)( c)of the Finance Act appear in this
report.

2

2.1	 Opinion

1.2 Responsibilities of the Management for the Financial
Statements

So far as appears from my examination and to the best
of information and according to the explanations given
to me, I am of opinion that the Housing Development
Finance Corporation Bank and its Subsidiary had
maintained proper accounting records for the year
ended 31 December 2007 and the consolidated financial
statements have been prepared in accordance with Sri
Lanka Accounting Standards, give a true and fair view of
the state of affairs of the Housing Development Finance
Corporation Bank and its Subsidiaries as at 31 December
2007 and the financial results of their operation and cash
flows for the year then ended.

Management is responsible for the preparation and fair
presentation of these financial statements in accordance
with Sri Lanka Accounting Standards. This responsibility
includes: designing, implementing and maintaining
internal control relevant to the preparation and fair
presentation of financial statements that are free from
material misstatements, whether due to fraud or error;
selecting and applying appropriate accounting policies;
and making accounting estimates that are reasonable in
the circumstances.
1.3	 Scope of Audit and Basis of Opinion
My responsibility is to express an opinion on these
financial statements based on my audit. Audit opinion,
comments and findings in this report are based on
review of the financial statements presented to audit
and substantive tests of samples of transactions. The
scope and extent of such review and tests were such as

Financial Statements

3.

Financial Review
	3.1	 Financial Results
According to Financial Statements presented, the
working of the Bank and the Group for the year ended 31
December 2007 had resulted in a pre tax net profit of Rs.
47,137,483 and a loss of Rs. 15,513,032 compared with
the corresponding pre tax net profit of Rs. 238,950,784
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and Rs. 233,852,912 for the preceding year, thus showing
a further deterioration of Rs.191,813,301 and Rs.
249,365,944 in the financial results. The main reasons for
this negative trend were the increase of interest expenses
due to awarding of high interest rates for the depositors,
personnel cost, provision for retirement benefits, provision
for loan losses as per new Central Bank Guidelines and
further increase in the loss of subsidiary.
3.2 Capital Contribution of the Bank
In terms of Section 16(2) of the Housing Development
Finance Corporation of Sri Lanka Act, No. 7 of 1997,
the issued share capital of the Bank should be Rs. 1,000
million. Nevertheless, the share capital issued as at end of
the year 2007 was Rs. 647.10 million.
3.3	 Investments in a Subsidiary Company
According to the accounts of the Bank’s Subsidiary,
HDFC Real Estate Company, its total issued share capital
was Rs. 25 million and this entire share capital had been
contributed by the Bank. In addition, the Bank had granted
loans amounting to Rs. 350 million to that subsidiary
company as at the balance sheet date. In addition to the
above loans, the Bank had also guaranteed a loan of Rs.
200 million obtained by the Subsidiary Company from a
Private Bank.
The auditors of the said company had emphasized the
fact that the company had incurred a net loss of Rs.
62.7 million during the year under review and the total
liabilities of the company had also exceeded its total assets
by Rs. 42.3 million and the continuance of the company
as a going concern was dependent on the financial
assistance from the Sri Lanka Housing Development
Finance Corporation Bank and external Financial
Institutions.

S. Swarnajothi
Auditor General

34
HDFC Bank

Annual Report 2007

Consolidated Income Statement
For the year ended 31st December 2007 		
		

Bank 			

Group

Notes

2007

2006

2007

2006

			

Rs.

Rs.

Rs.

Rs.

Income

01

1,741,342,366

1,285,642,929

1,686,686,896

1,285,642,929

Interest income

02

1,695,601,051

1,203,197,279

1,617,173,470

1,203,197,279

Interest expenses

03

(1,246,608,726)

(699,383,755)

1,248,584,122

(699,782,560)

Net interest income		

448,992,325

503,813,524

368,589,348

503,414,719

45,741,315

82,445,650

69,513,426

82,445,650

494,733,640

586,259,174

438,102,774

585,860,369

Non Interest income

04

		

Less :Non Interest expenses					
Personnel costs

05

192,654,404

133,688,384

194,072,081

135,981,017

Provision for staff retirement benefit

06

42,995,345

25,358,523

43,205,378

25,509,637

Premises equipment & establishment expenses

07

50,479,783

41,669,791

50,653,056

41,699,991

Operating expenses

08

72,506,049

71,650,509

76,424,715

73,875,627

Provision for loan losses

09

42,975,991

5,251,556

42,975,991

5,251,556

		

401,611,571

277,618,763

407,631,220

282,317,828

Operating Profit on Ordinary activities before Tax		

93,122,069

308,640,412

30,471,554

303,542,540

45,984,586

69,689,628

45,984,586

69,689,628

Less : VAT on financial services

10

Operating Profit on Ordinary

				

activities before Corporate Tax		

47,137,483

238,950,784

(15,513,032)

233,852,912

11

26,063,585

66,476,350

26,063,585

66,476,350

Profit on ordinary activities after tax		

21,073,898

172,474,434

(41,576,617)

167,376,562

Retained profit / (Accumulated losses) b/f		

755,426,870

656,286,378

750,699,859

656,657,239

Profit available for appropriation		

776,500,768

828,760,812

709,123,242

824,033,801

Less: Provision for taxation

Appropriations		
Transfer to reserve funds		

- 			
1,053,695

8,623,722

1,053,695

8,623,722

12

32,355,110

64,710,220

32,355,110

64,710,220

Retained profit carried forward		

743,091,963

755,426,870

675,714,437

750,699,859

13

3.26

27.39

(6.43)

26.58

Dividend per ordinary share Rs. 		

5.00

10.00

5.00

10.00

Dividends

Earnings per share Rs.
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As at 31st December 2007			
		

Bank			

Group

Notes

2007

2006

2007

2006

			

Rs.

Rs.

Rs.

Rs.

Assets					
Cash & short term funds

14

671,217,684

150,855,715

679,843,829

151,129,002

Investment in Government securities

15

608,457,794

201,641,120

608,457,794

201,641,120

Loans & advances

16

11,868,933,403

10,133,955,075

11,518,933,403

9,956,655,075

Interest receivable

17

52,293,073

21,255,737

42,074,901

21,255,737

Housing Project

18

-

-

564,460,797

434,277,614

Investment in Subsidiaries		

25,000,000

25,000,000

-

-

Taxation Recoverable

23

26,531,644

-

26,531,644

-

Other assets

19

118,677,792

87,333,651

150,166,220

87,230,422

Property , plant & equipment

20

110,671,132

84,815,685

111,633,625

85,497,576

Total Assets		

13,481,782,522

10,704,856,983

13,702,102,213

10,937,686,546

Liabilities					
Deposits from customers

21

4,959,177,802

2,501,242,727

4,959,177,802

2,501,242,726

Borrowings

22

6,067,737,920

5,782,612,212

6,317,737,920

5,983,101,643

Taxation Payable

23

-

30,449,114

-

30,449,115

Other liabilities

24

665,667,904

590,072,825

703,365,121

627,139,967

Total Liabilities		

11,692,583,627

8,904,376,877

11,980,280,844

9,141,933,451

Shareholders’ fund					
Stated capital

25

962,088,646

962,088,646

962,088,646

962,088,646

Reserves

26

827,110,249

838,391,461

759,732,723

833,664,449

			

1,789,198,895

1,800,480,106

1,721,821,369

1,795,753,095

Total Liabilities & Shareholders’ Fund		

13,481,782,522

10,704,856,983

13,702,102,213

10,937,686,546

Net assets value per ordinary share Rs.		

276.49

278.24

266.08

277.51

The Accounting policies on pages 39 to 40 and note on pages 41 to 47 from as an integrated part of these financial statements
The Board of Directors are responsible for the preparation and presentation of these financial statements. These financial statements were approved by the board of
directors and signed on there behalf.
(Sgd.)

(Sgd.)

(Sgd.)

(Sgd.)

M.M.Yaseen

U.N.Jinasena

C.A.Sarathchandra

S.Dissanayake

Chairman

Director

CEO/General Manager

DGM ( Finance )
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Consolidated Cash Flow Statement
For the period ended 31 st December 2007 		

Bank 			

Group

		

2007		

2006

2007		

2006

		

Rs.		

Rs.

Rs.		

Rs.

Cash flows from operating activities				
Interest received

1,664,563,715

1,209,577,069

1,596,232,967

1,209,747,469

(1,202,261,850)

(778,257,526)

(1,205,705,338)

(778,257,526)

44,044,533

82,445,650

44,044,533

82,445,651

Cash payments to employees & suppliers

(257,098,312)

(182,576,312)

(258,799,022)

(185,000,165)

Payments on other operating activities

(133,717,969)

(137,619,208)

(135,115,570)

(138,627,492)

115,530,118

193,569,674

40,657,569

190,307,937

(1,605,254,319)

(2,039,854,815)

(113,456,782)

(64,788,962)

Interest payments
Receipt from other operating activities

Operating profit before changes in operating assets

(Increase)/Decrease in operating assets :			
Funds advanced to customers

(1,605,254,319)

(2,039,854,815)

Housing Project		
HDFC RED Loan
Other short-term securities
Other Assets
		

(172,700,000)

700,000 		

-

-

-

-

(31,344,141)

(3,478,579)

(48,539,802)

(3,101,579)

(1,809,298,460)

(2,042,633,394)

(1,767,250,903)

(2,107,745,356)

Increase / ( Decrease ) in operating liabilities			
Deposits from customers
Negotiable certificates of deposits
Others
		

2,457,935,076

964,494,927

2,457,935,076

964,494,927

-

-

-

-

44,815,218

34,020,923

36,810,912

34,020,923

2,502,750,294

998,515,850

2,494,745,988

998,515,850

Net cash from operating activities before income tax

808,981,952

(850,547,870)

768,152,655

(918,921,569)

Income Tax & Deemed Dividend Tax Paid

(67,149,004)

(44,172,157)

(67,149,004)

(44,172,157)

Net cash from operating activities

741,832,948

(894,720,027)

701,003,651

(963,093,726)

200,000,000

-

200,000,000

Investment in Subsidiaries			

-

Cash flows from investing activities 			
(Purchase)/Sale of Investment Securities		

Purchase of property, plant and equipments
Disposal of Motor Vehicles
Net cash from Investing activities

(36,766,575)

(6,109,086)

(37,094,988)

(6,773,278)

1,696,782

1,337,965

1,696,782

1,337,965

(35,069,792)

195,228,879

(35,398,205)

194,564,687

Cash flows from Financing activities 			
Issue/(Redemption) of Shares

-

-

-

-

Repayment of Borrowings

(1,509,935,129)

(1,343,317,039)

(1,510,424,560)

(1,343,317,039)

Proceeds from Borrowings

1,795,060,837

2,160,263,113

1,845,060,837

2,229,097,623

Dividends paid

(64,710,220)

(32,762,400)

(64,710,220)

(32,762,400)

Net cash from financing activities

220,415,488

784,183,673

269,926,057

853,018,184

Net increase in cash & cash equivalents

927,178,644

84,692,525

935,531,500

84,489,145

Cash & cash equivalents at beginning of the period

352,496,835

267,804,310

352,770,122

268,280,977

1,279,675,477

352,496,835

1,288,301,622

352,770,122

Cash & cash equivalents at the end of the period

Reconciliation of cash and cash equivalents			
Cash & short term funds

671,217,684

150,855,715

679,843,829

151,129,002

Government of Sri Lanka treasury bills

608,457,794

201,641,120

608,457,794

201,641,120

1,279,675,477

352,496,835

1,288,301,622

352,770,122
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Consolidated Statement of Change in Equity
Bank
For the year ended 31st December 2007

							
No of
Share

Share   
Capital

Share

Revaluation

Statutory

Special

Profit &

Premium

Reserve

Reserve

Reserves

Loss

Fund		

Accounts

					
Rs.(‘000)

Rs.(‘000)

Rs.(‘000)

Rs.(‘000)

Rs.(‘000)

Rs.(‘000)

Total

Rs.(‘000)

								
Balance as at 01.01.2006

6,122,500

3,451

656,286

1,642,877

- 					

172,474

172,474

Dividend proposed							

(64,710)

(64,710)

14,986					

49,839

Net Profit for the period		

Issue/(Redemption) of Shares

348,522

612,250

34,852

300,000

43,768

Transfer to Special Reserve Fund					
43,768

8,624		

Balance as at 31.12.2006		

647,102

Balance as at 31.12.2006

647,102	314,986	43,768	35,746	3,451	

6,471,022

314,986

27,122

35,746

3,451

(8,624)
755,427

1,800,480

755,427	1,800,480

								
Balance as at 01.01.2007

6,471,022

647,102

314,986

43,768

35,746

3,451

755,427

1,800,480

Net Profit for the period		

-

-

-

-

-

21,074

21,074

Dividend proposed		

-

- 		

-

-

(32,355)

(32,355)

Issue/(Redemption) of Shares					

-

-

-

Transfer to Special Reserve Fund		

Balance as at 31-12-2007

6,471,022

- 			

1,054		

647,102	314,986	43,768	36,799	3,451	

(1,054)
743,092	1,789,199

								

Group								
For the year ended 31st December 2007								
No of

Share

Share

Revaluation

Statutory

Special

Profit &

Share

Capital

Premium

Reserve

Reserve

Reserves

Loss

Fund		

Accounts

					

Balance as at 01.01.2006

6,122,500

Total

Rs.(‘000)

Rs.(‘000)

Rs.(‘000)

Rs.(‘000)

Rs.(‘000)

Rs.(‘000)

Rs.(‘000)

612,250

300,000

43,768

27,122

3,451

656,657

1,643,248

- 					

167,377

167,377

Dividend proposed							

(64,710)

(64,710)

14,986					

49,839

Net Profit for the period		

Issue/(Redemption) of Shares

348,522

34,852

Transfer to Special Reserve Fund					
647,102

Balance as at 31.12.2006

647,102	314,986	43,768	35,746	3,451	

6,471,022

314,986

43,768

8,624		

Balance as at 31.12.2006		

35,746

3,451

(8,624)
750,700

1,795,753

750,700	1,795,753

								
Balance as at 01.01.2007

6,471,022

647,102

314,986

43,768

35,746

3,451

750,700

1,795,753

Net Profit for the period

-

-

-

-

-

-

(41,577)

(41,577)

Dividend proposed

-

-

-

-

-

-

(32,355)

(32,355)

Issue/(Redemption) of Shares

-

-

-

-

-

-

-

-

-

-

-

1,054

-

(1,054)

-

Transfer to Special Reserve Fund

-

Balance as at 31-12-2007

6,471,022

647,102	314,986	43,768	36,799	3,451	

675,715	1,721,822
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Maturity Analysis as at 31st December 2007
An analysis of the interest bearing assets and liabilities based on the remaining period at the Balance sheet date to the respective contractual maturity
date is as follows,						
						

Assets

Up to	3 to 12	1 to 3	3 to 5

		3 Months
Cash

Months

Years

Years

More than

Total

5 Years

2,430					

2,430

Due from Banks

668,787					

668,787

Investments

304,566

192,751

25,000

633,458

Loans & Advances

391,500

1,116,550

2,299,000

5,467,633

11,868,933

Fixed Assets 					

110,671

110,671

35,190

197,503

5,638,494

13,481,783

Other Assets
		

136,228
1,503,512

111,141		
2,594,250

26,085			
1,335,386

2,705,391

2,299,000

						

Liabilities						
Total Capital Fund 						
Deposits

3,475,698

1,147,258

33,910

46,339

255,973

4,959,178

Borrowings

1,420,939

675,647

1,304,827

858,437

1,807,888

6,067,738

246,588			

192,395

665,668

2,256,256

11,692,584

Other Liabilities
		

226,684
5,123,321

2,069,493

1,338,737

904,776

Share Holders’ Funds						

1,789,199

Total Liabilities and shareholders’ Funds						

13,481,783
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Significant Accounting Policies
GENERAL

3. VALUATION OF ASSETS

HDFC Bank of Sri Lanka Incorporated in Sri Lanka as a Building Society in
1984 under section 11 of the National Housing Act of 1956. Subsequently
converted to a corporation under the Housing development Finance
Corporation of Sri Lanka Act.No.7 Of 1997 and obtained the status of a
specialized bank under Housing Development Finance Corporation of Sri
Lanka (Amendment) Act No 15of 2003. The principal business activities
of HDFC Bank and the group during the year were granting loans and
other forms of financial assistances related to housing purposes and real
estate business. HDFC bank’s head office is located at NHDA secretarial

3.1

Loans and Advances to customers are stated in the balance
sheet net of provisions for possible loan losses, and net of
interest which is not accrued to revenue

3.1.1

The Balance Sheet, Income Statement, Statement of Changes in
Equity and Cash Flow Statement are prepared in conformity with
generally accepted accounting principles and the accounting
standards laid down by the Institute of Chartered Accountants of
Sri Lanka applied consistently on a historical cost basis, with no
adjustments being made for inflationary factors affecting these
accounts. The financial statements are presented in Sri Lanka Rupees,
rounded to the nearest thousand.

1.1.

Format of Accounts and Prior Year Figures.
Financial statements are presented in accordance with the
format of accounts prescribed by the Central Bank of Sri
Lanka and previous year’s figures have been re-arranged
wherever necessary to conform to the current presentation.

2. BASIS OF CONSOLIDATION

3.1.2

Subsidiaries
Subsidiaries are those enterprises controlled by the Bank.
Control exists when the Bank has the power, directly or
indirectly to govern the financial and operating policies of
the enterprise so as to obtain benefits from its activities.
The financial statements of the subsidiary are included in
the consolidated financial statements from the date that
control effectively commences until the date that control
effectively ceases. The financial statements of the Bank
and its subsidiary are combined on line- by- line basis. The
consolidated accounts are prepared to a common financial
year end of 31st December,

2.1.1

2.1.3

Security – property Mortgage

Period Outstanding
Classification
Provision made net
			
of realizable value
			
of Security (As per
			
Central Bank
			
directions)
				
6 - 12 months
Substandard
20%
12- 18 Months
Doubtfu
50%
18 Months and over
Loss
100%

3.1.3

EPF& Cash Margin Loans
No provision made for the loans granted against the EPF &
cash deposit Balances.

3.2

The group financial statements comprise the Bank’s financial
statements consolidated with that of its fully owned subsidiary of
HDFC Real Estate Development Ltd in term of Sri Lanka Accounting
Standard No 26, Accounting for investment in Subsidiaries. The
accounting policies have been consistently applied by Bank and it’s
Subsidiary.

2.1	

Provision for loan Losses
Specific Provision for possible loan losses are made on
base of a continuous review of all advance to customers, in
accordance with the applicable accounting standards laid
down by the ICAS and the directions issued by the Central
Bank of Sri Lanka.

Colombo-02 Sri Lanka.

1. ACCOUNTING CONVENTION

Loans and Advance to Customers:

Acquired Properties for Sale
Properties mortgaged by HDFC Bank are auctioned if
the customers default and the properties which are not
disposed at such auctions are recognized as acquired
properties in the Balance Sheet. The values of the acquired
properties are included in the capital outstanding amount
of the loan balances.

3.2.1

General Provision
Bank has maintained at 0.5% of the General provision
for the year ended 31st December 2007 on capital
outstanding amount of Performing loans and advances
and Overdue loans and advances as per Central Bank
requirement excluding cash and EPF guaranteed loans.

3.2.2

Provision for Losses on acquired property
The Bank has provided 100% Specific provision for capital
outstanding amount of acquired properties, which were
acquired by the Bank five (5) years prior to the balance
sheet date even if the value of security covers the full or part
of interest and capital outstanding.

Intra group balances and intra group transactions are
eliminated in full in the consolidated financial statements
inorder to eliminate at the infra group profit.

3.3	

The interest incurred in mobilizing funds recognized at the
weighted average cost of interest applicable for relevant
funds for the Bank and relevant projects are capitalized.

3.4

Treasury Bills
Investment in treasury bills is stated at cost.

Property & Equipment
a.

Fixed Assets are recorded at cost or at valuation
together with any directly attributable cost of bringing
the assets to working condition. The property and
equipments are stated at cost less accumulated
depreciation, which is provided for on the basis
specified in (b) below.
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b.

Depreciation is provided at the following rates on a
straight-line basis over the estimated lives of different
types of assets.

Office Equipment
Furniture & Fittings
Motor Vehicles & Bicycles
Plant and Machinery
Tools & Equipment
Computer Equipment

LIABILITIES AND PROVISIONS

Retirement Benefits

EXPENSES
1.6.1	

1.6.2

7. Taxation
7.1	

The provision for income tax is based on the 		
elements of income and expenditure as reported
in the financial statements and computed in accordance
with the provisions of the Inland Revenue Act

		

HDFC Real Estate Development Ltd has entered into an
agreement with the Board of Investment of Sri Lanka under
section 17 of BOI Law No 4 of 1978 under which the profit
and income of the company is exempted from income tax for
the period of five years of assessment subject to the
following criteria.

All employees are eligible and covered by Employees’
Provident Fund and Employees Trust Fund contributions in
line with the respective statutes

REVENUE RECOGNITION
5.1.

Interest Income

7.2
		

Interest income is recognized on an accrual basis. Interest
ceases to be taken to revenue when interest or principal
is in arrears for (3) months. And thereafter such income is
recognized on a cash basis.

5.2

Over due Interest Income
Over due interest for late payment of loans installments are
recognized as income on the cash basis.

5.3

8

Interest Income from Other Sources

Other Income
Other incomes are recognized on the cash basis.

5.5

Revenue Recognition on Real Estate Project
Profit on real estate projects would be recognized after the
accomplishment of one or more of the following criteria.
(a) Signing of the Sales Agreement
(b) Acceptance of the down payment of 25% or more
(c) Completion of 80% of the construction of each unit
The ownership of the properties will be transferred
once the sales proceeds are collected in full.

1)

Initial investment committed to the project within
twelve months to be not less than US $ 500.000

2)

Minimum of 25 apartments to be constructed within a
maximum of four locations.

Deferred Taxation
Deferred taxation is provided on the liability method
The tax effect of timing differences which occur where
items are allowed for income tax purposes in a period
different from that when they are recognized in financial
statements is included in the provision for deferred taxation
at current rate of taxation.

CASH FLOW STATEMENTS
The cash flow statement has been prepared by using the “Direct
Method” of preparing cash flows in accordance with the Sri Lanka
Accounting Standard No 9 on cash Flow Statements. Cash and Cash
equivalents comprise of cash balance and Short-term funds and
placements.

Interest on treasury bills/Bonds and commercial paper is
recognized proportionately over the period of instrument.

5.4	

Income Tax

		

1.4.1.2. Defined Contribution Plans – EPF & ETF

5

Other Expenses
All expenditures incurred in operations and in maintaining
the Properties, Plants and Equipments in a state of
efficiency are charged to Income statement in arriving at
the profit or loss for the year.

1.4.1.1. Gratuity
Provision is made in the Accounts for retirement gratuities
payable under the Payment of Gratuities Act No.12 of
1983 for employees from the time of joining the bank. The
item is grouped under deferred liabilities in the Balance
Sheet. No separate fund is maintained and no actuarial
valuation has been carried out for the purpose.

Interest Expenses
Interest Expenses are recognized on a accrual basis,

12.50% per annum
10.00% per annum
20.00% per annum
25.00% per annum
12.50% per annum
12.50% per annum

Full annual depreciation is provided on the assets purchased and
used during the year and no depreciation is provided in for the year
of disposal. Depreciation is not provided for on freehold land.

4

6

9

STATUTORY RESERVE FUND
The amount of Rs 1.05 million was transferred to the Statutory
Reserve fund in 2007. (5% of the net profit after tax) The balance in
the statutory reserve fund as at 31st December 2007 was Rs 36.7
million.
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Bank 			

Group

		

2007

2006

2007

2006

		

Rs.

Rs.

Rs.

Rs.

01	 Income 					
Gross income

1,741,342,366

1,285,642,929

1,686,686,896

1,285,642,929

Net Income

1,741,342,366

1,285,642,929

1,686,686,896

1,285,642,929

						
Interest income

( Note 02)

1,695,601,051

1,203,197,279

1,617,173,470

1,203,197,279

Other income

( Note 04 )

45,741,315

82,445,650

69,513,426

82,445,650

1,741,342,366

1,285,642,929

1,686,686,896

1,285,642,929

		

					

02 Interest Income					
Loans & advances
Treasury bills & other banks’ placements
Other interest income
		

1,622,338,384

1,165,266,250

1,543,910,803

1,165,266,250

73,262,667

37,931,029

73,262,667

37,931,029

-

-

-

1,695,601,051

1,203,197,279

1,617,173,470

1,203,197,279

03	 Interest Expenses				
Long- Term borrowing
Dedenture
Deposits
Short term borrowing
		

462,311,400

381,403,066

464,286,796

381,801,871

78,245,415

47,699,355

78,245,415

47,699,355

655,619,808

255,232,237

655,619,808

255,232,237

50,432,103

15,049,097

50,432,103

15,049,097

1,246,608,726

699,383,755

1,248,584,122

699,782,560

04	 Non interest Income				
Dividend income
Fee and commissions income
Net Trading income of HDFC RED
Other
		

5,000

2,700

5,000

2,700

36,402,692

58,785,993

36,402,692

58,785,993

-

-

23,622,111

-

9,333,624

23,656,957

9,483,624

23,656,957

45,741,315

82,445,650

69,513,426

82,445,650

05 Personnel Cost				
Salaries

155,006,580

104,796,988

156,424,257

107,409,935

2,903,129

1,790,706

2,903,129

1,790,706

21,843,208

16,618,346

21,843,208

16,618,346

Staff welfare

1,456,947

1,034,930

1,456,947

1,034,930

Staff medical

6,508,399

5,240,190

6,508,399

5,240,190

Encashment of annual leave

4,936,142

3,886,910

4,936,142

3,886,910

192,654,404

133,688,384

194,072,081

135,981,017

Overtime
Bonus

		
		

06 Provision for Staff Retirement Benefit				
Gratuity provision

22,875,243

10,209,957

22,875,243

10,209,957

EPF & ETF

20,120,102

15,148,566

20,330,135

15,299,680

42,995,345

25,358,523

43,205,378

25,509,637
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Bank 			

Group

		

2007

2006

2007

2006

		

Rs.

Rs.

Rs.

Rs.

Electricity & Water

5,099,417

4,746,250

5,144,334

4,746,250

Telephone Charges

9,022,306

7,490,994

9,022,306

7,490,994

Computer maintenance

4,020,132

2,846,691

4,020,132

2,846,691

16,814,866

15,519,525

16,814,866

15,519,525

4,611,934

4,249,449

4,614,259

4,249,449

39,568,655

34,852,909

39,615,897

34,852,909

07 Premises Equipment & Establishment Expenses

Rent
Repairs & Maintenance
		

Depreciations				
Building				
Office Equipments

2,278,950

1,268,175

2,404,981

1,268,175

Furniture & Fittings

1,050,182

736,741

1,050,182

766,941

-

0

-

0

3,996,306

1,849,265

3,996,306

1,849,265

366

1,448

366

1,448

3,585,325

2,961,253

3,585,325

2,961,253

10,911,127

6,816,882

1,1037,158

6,847,082

50,479,783

41,669,791

50,653,056

41,699,991

Plant & Machinery
Motor Vehicles
Tools
Computer Equipments
		
Grand Total

					

08 Other operating expenses include the followings				
Directors’ emoluments
Auditors’ remuneration
Advertising
Legal expenses
Professional charges
Others
		

192,500

146,795

745,500

146,795

132,000

230,000

192,000

230,000

11,295,305

7,183,756

11,295,305

7,183,756

61,736

428,137

61,736

428,137

5,735,712

2,052,067

5,735,712

2,052,067

55,088,796

61,609,755

58,694,462

63,834,873

72,506,049

71,650,509

76,724,715

73,875,627

09 Provision for loan losses 				
General Provisions

34,428,764

(1,755,022)

34,428,764

(1,755,022)

Special Provisions

8,547,226

7,006,578

8,547,226

7,006,578

		

42,975,991

5,251,556

42,975,991

5,251,556

10 VAT on financial servises

45,984,586

69,689,628

45,984,586

69,689,628

		

45,984,586

69,689,628

45,984,586

69,689,628

11 Taxation  on Profits on Ordinary Activities				
Current year income tax

30,855,239

65,979,270

30,855,239

65,979,270

Transfer to / from Differed taxation

(3,616,334)

(2,044,196)

(3,616,334)

(2,044,196)

( Over ) / Under provision in previous year

(1,175,320)

2,541,276

(1,175,320)

2,541,276

26,063,585

66,476,350

26,063,585

66,476,350
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Bank 			

Group

		

2007

2006

2007

2006

		

Rs.

Rs.

Rs.

Rs.

11.1	 Reconciliation of Effective Tax Rate 					
Accounting Profit

47,137,483

238,950,784

(15,513,032)

233,852,912

Add :disallowable expenses

128,616,194

95,667,492

128,616,194

95,667,492

Less : Capital Allowance & Gratuity paid

(21,477,483)

(4,721,926)

(21,477,483)

(4,721,926)

Adjusted Profit before tax

154,276,194

329,896,350

91,625,679

324,798,479

30,855,239

65,979,270

30,855,239

65,979,270

65.46%

27.61%

(198.90%)

28.21%

Income tax
Effective tax rate

					

11.2 Relationship between Tax Expense and Accounting income				
Profit before tax as per the income statement

47,137,483

238,950,784

(15,513,032)

238,950,784

Provision for Gratuity

22,875,243

10,209,957

22,875,243

10,209,957

Gratuity Payment

(3,512,681)

(543,640)

(3,512,681)

(543,640)

Loan loss provision -General

34,428,764

5,251,556

34,428,764

5,251,556

Book Depreciations

10,911,127

6,816,882

10,911,127

6,816,882

		

Capital Allowance

(9,417,577)

(4,178,286)

(9,417,577)

(4,178,286)

		

Donations

221,595

107,592

221,595

107,592

45,984,586

69,689,628

45,984,586

69,689,628

5,647,652

3,591,878

5,647,652

3,591,878

154,276,194

329,896,350

91,625,679

329,896,350

		

Vat Financial Services

		

Advertisement 50%

		

Taxable Income

						
		

Tax @ 20%

30,855,239

65,979,270

30,855,239

65,979,270

		

Under (Over ) Provision

(1,175,320)

2,541,276

(1,175,320)

2,541,276

		

Less : Deffered Tax Adjustments

(3,616,334)

(2,044,196)

(3,616,334)

(2,044,196)

		

Provision for income Tax

26,063,585

66,476,350

26,063,585

66,476,350

					

12 Dividends					
Net Dividends
Tax Deduction at source
Gross Dividends

29,119,599

58,239,198

29,119,599

58,239,198

3,235,511

6,471,022

3,235,511

6,471,022

32,355,110

64,710,220

32,355,110

64,710,220

				

13	 Earnings Per Share					
Basic earnings per share is calculated by dividing the net profit after tax by the average number of ordinary shares.			
		
Annualised net profit after tax
Weighted Average number of ordinary shares
Basic earnings per share ( Rs. )

21,073,898

172,474,433

(41,576,617)

167,376,562

6,471,022

6,296,761

6,471,022

6,296,761

3.26

27.39

( 6.43)

26.58
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Bank 			

Group

		

2007

2006

2007

2006

		

Rs.

Rs.

Rs.

Rs.

14	 Cash and short term funds					
Cash in hand and balances with banks
Money at call and short notice
		

602,619,421

51,774,530

611,245,566

52,047,817

68,598,262

99,081,185

68,598,262

99,081,185

671,217,684

150,855,715

679,843,829

151,129,002

15 Investment in Government Securities /Others				
Treasury bonds/ Treasury Bill /
Treasury bills under repurchase agreement
		

608,457,794

201,141,120

608,457,794

201,141,120

(0)

500,000

(0)

500,000

608,457,794

201,641,120

608,457,794

201,641,120

16 Loans & Advances				
Housing loans secured by primary mortgage
over residential properties

7,209,272,201

6,147,181,771

Housing loans against EPF.

2,967,072,898

Housing loans on Guarantors

1,033,284,988

Staff loans
Acquired properties
HDFC RED Loan

6,147,181,771

2,627,876,089

2,967,072,898

2,627,876,089

940,261,095

1,033,284,988

940,261,095

185,164,855

181,206,026

185,164,855

181,206,026

65,647,715

72,884,838

65,647,715

72,884,838

350,000,000

Loan to NHDA

278,111

Project Loan/Block Loans
Less : Loan loss provision - General
- Special

I.

7,209,272,201

177,300,000 		
347,593

278,111

347,593

148,990,960

34,700,000

148,990,960

34,700,000

11,959,711,728

10,181,757,411

11,609,711,728

10,004,457,411

42,673,742

8,244,978

42,673,742

8,244,978

48,104,583

39,557,358

48,104,583

39,557,358

11,868,933,403

10,133,955,075

11,518,933,403

9,956,655,075

Movements in the Provisions
for Loan Losses				
Balance brought forward

47,802,336

42,550,780

47,802,336

42,550,780

Additional provision/(Reversal) made

42,975,989

5,251,556

42,975,989

5,251,556

Balance carry forward

90,778,325

47,802,336

90,778,325

47,802,336

ii. Non performing assets including
loans and advances				
Loans and advances
Less : Loan loss provision - General
- Special
		

2,099,202,638

1,892,098,807

2,099,202,638

1,892,098,807

42,673,742

8,244,978

42,673,742

8,244,978

48,104,583

39,557,358

48,104,583

39,557,358

2,008,424,313

1,844,296,471

2,008,424,313

1,844,296,471

17 Interest Receivable				
Interest receivable
Less : Interest in Suspense
		
		

259,219,159

245,160,700

249,000,987

245,160,700

(206,926,086)

(223,904,963)

(206,926,086)

(223,904,963)

52,293,073

21,255,737

42,074,901

21,255,737
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Bank 			

Group

		

2007

2006

2007

2006

		

Rs.

Rs.

Rs.

Rs.

I

Movements in the Provisions for
Loan Losses & Interest in Suspense				
Balance brought forward

223,904,963

209,816,975

223,904,963

209,816,975

Interest suspensed / ( Recovered )

(16,978,877)

14,087,988

(16,978,877)

(11,313,930)

Balance carry forward

206,926,086

223,904,963

206,926,086

198,503,045

			

18 Housing Projects					
Avissawella Project

- 		

-

Kotikawatte project

-

- 		

Ampara Project

-

-

10,829,283

10,829,283

BMC Project

-

-

362,170,083

360,423,584

Wellawatta Project

-

-

65,981,799

55,596,282

Edmontin Rd project

-

-

1,201,222

1,201,222

-

-

564,460,797

434,277,614

		

124,278,410

		

663,607
5,563,637

19 Other Assets				
Stationery stock

4,472,156

5,129,707

4,472,156

5,129,707

Deposits and prepayments

2,769,100

3,783,500

2,769,100

3,783,500

111,436,537

78,420,445

142,924,965

78,317,215

118,677,792

87,333,651

150,166,220

87,230,422

Others
		

					
						 Bank			 Group
					

2007

2006

2007

2006

					

Rs,

Rs.

Rs.

Rs.

20. Property, Plant & Equipment
		

Leasehold

Equipment

Motor

Land &

and

Vehicles

Buildings

Furniture

62,000,000

62,753,241

23,065,142

147,818,383

142,929,297

148,506,175

142,929,297

Additions for the period

-

25,866,075

10,900,500

36,766,575

6,109,086

37,185,007

6,796,878

Revaluation

-

-

-

-

-

-

-

Less: Disposal during the period

-

-

(2,061,975)

(2,061,975)

(1,220,000)

(2,085,575)

(1,220,000)

Cost/Valuations
		

Balance at the begin, of the period

		

62,000,000

88,619,315	31,903,668	182,522,983	147,818,383	183,605,607	148,506,175

Accumulated Depreciations
Balance at the begin , of the period

-

43,556,236

19,446,462

63,002,699

57,405,816

63,008,599

57,405,816

Additions for the period

-

6,914,822

3,996,306

10,911,127

6,816,882

11,037,158

6,822,782

Less: Disposal during the period

-

-

(2,061,975)

(2,061,975)

(1,220,000)

(2,073,775)

(1,220,000)

Balance at the end of the period

-

50,471,058

21,380,793

71,851,851

63,002,698

71,971,982

63,008,598

84,815,685	111,633,625

85,497,577

Net book value as at 31/12/2207

62,000,000	38,148,257	10,522,874	110,671,132
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Bank 			

Group

		

2007

2006

2007

2006

		

Rs.

Rs.

Rs.

Rs.

21	 Deposits from customers				
Savings deposits
Term deposits
Others
		

138,101,332
4,629,910,203
191,166,267
4,959,177,802

29,183,314
2,276,085,389
195,974,023
2,501,242,726

138,101,332
4,629,910,203
191,166,267
4,959,177,802

29,183,314
2,276,085,389
195,974,023
2,501,242,726

635,000,000
1,445,632,579
1,036,378,740
750,270,923
1,154,306,447
576,023,523
185,000,000
5,782,612,212

835,000,000
1,351,705,796
802,309,197
1,335,118,896
865,283,752
691,169,656
437,150,623
6,317,737,920

635,000,000
1,445,632,579
1,036,378,740
750,270,923
1,354,306,447
576,512,954
185,000,000
5,983,101,643

1,665,413,212
2,609,636,000
1,507,563,000
5,782,612,212

2,163,265,489
2,346,584,625
1,807,887,806
6,317,737,920

1,665,902,643
2,809,636,000
1,507,563,000
5,983,101,643

22 Borrowings
Debentures
835,000,000
Government of Sri Lanka
1,351,705,796
GOSL Loans under Foreign Credit Lines
802,309,197
Borrowing from the market
1,085,118,896
Re-finance borrowings
865,283,752
Bank overdraft
691,169,656
Borrowings Against Gov Securities
437,150,623
		
6,067,737,920 		
			
Due Within One year
2,096,585,489 		
1-5 years
2,163,264,625
After five years
1,807,887,806
		
6,067,737,920

				

23	 Provision for taxation and deemed
dividend tax				
Taxation - current
VAT Payable
Debit, WHT and Paye tax
Deferred tax
		

(11,389,612)
(4,426,660)
321,407
(11,036,779)
(26,531,644)

26,747,478
10,987,346
134,736
(7,420,446)
30,449,114

(11,389,612)
(4,426,660)
321,407
(11,036,779)
(26,531,644)

26,747,478
10,987,346
134,736
(7,420,446)
30,449,114

				

24	 Other Liabilities				
Provision for gratuity ( 24.1 )
Accrued expenditure
Dividend Payable
Others
		

64,250,041
305,915,838
32,374,460
263,127,565
665,667,904

44,887,479
262,143,430
64,729,570
218,312,346
590,072,825

64,250,041
305,915,838
32,374,460
300,824,782
703,365,121

44,887,479
299,210,572
64,729,570
218,312,346
627,139,967

1. Provision for Gratuity				
Balance brought forward
Provisions made during the year
Payments made during the year
Balance carry forward

44,887,479
22,875,243
(3,512,681)
64,250,041

35,221,162
10,209,957
(543,640)
44,887,479

44,887,479
22,875,243
(3,512,681)
64,250,041

35,221,162
10,209,957
(543,640)
44,887,479

25 Share Capital
Authorized capital
2,000,000,000
2,000,000,000
2,000,000,000
2,000,000,000
( 20,000,000 ordinary shares of Rs. 100/- each)				
Stated capital
962,088,646
962,088,646
962,088,646
962,088,646
( 6,471,022 ordinary shares of Rs. 100/- each )					

26 Reserves
Statutory reserve fund
Special reserve
Revaluation Reserve
Other reserves
		

36,799,251
3,451,125
43,767,910
743,091,963
827,110,249

35,745,556
3,451,125
43,767,910
755,426,870
838,391,461

36,799,251
3,451,125
43,767,910
675,714,437
759,732,723

35,745,555
3,451,125
43,767,910
750,699,859
833,664,449
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Notes to the Financial Statement (Contd...)
27 Directors Interests in Contracts with the bank

31	 Commitments and Contingent liabilities:

No Directors has any material interest in any transaction or proposed
contract involving HDFC Bank of Sri Lanka other than those disclosed
in Note 28 of the Accounts. .

It has been proposed to build a seven-storied building for the HDFC
Bank, Head Office at a cost of Rs. 125 million approximately.

28 Related Party Transactions
01 The following Directors who held office as Directors of the Bank
and some members of the corporate management of the Bank
were also Directors of the HDFC Real Estate Development Ltd
Mr S.M.M Yaseen . Chairman of the Bank is also Chairman of the
HDFC Real Estate Development Ltd
Mr C.A. Sarathchandra is CEO/General manager of the Bank is
also a Director of the HDFC Real Estate Development Ltd
Mr L.P Andrahennadi who is a Director of the Bank is retired
from Bank on 30th June 2007 and he is also a Director of the
HDFC Real Estate Development Ltd
Mr S. Kannangara who is a Director of the Bank is retired on
30th June 2007 and he is also a Director of the HDFC Real Estate
Development Ltd
Mr M.I M Rafeek is a Director of the Bank is also a Director of the
HDFC Real Estate Development Ltd
The bank has contributed Rs 25 million towards the capital of
Real Estate Development Ltd. Further, the bank has granted Rs
350 million to the subsidiary under normal course of business
and further Rs 5.3 millions has been granted to HDFC Real Estate
Ltd through inter-company current account at HDFC Bank,
The bank has guaranteed loan value Rs.200 Mn to HNB, on
behalf of subsidiaries HDFC Real Estate,

02 HEAD OFFICE PREMISES
The Bank occupies premises belonging to the National
Housing Development Authority for which a rent is paid Rs
12.3 Millions . In addition, the office maintenance, renovation
and modernization costs are borne by the Bank and Mr.M.J.M
Raffeek, the Chairman of NHDA is a director of the HDFC Bank

29 The events occurring after the balance sheet date:
There has been no material event after the balance sheet date , that
requires adjustments or disclosure in the financial statements.

30 Assets Pledged:
The assets pledged as security for credit facilities obtained are as
follows:
Type of

Amount of

Nature of

Value of

Balance

facility

facility

security

security

as at

				31/12/2007
		

Rs.Mn

(1) Securitization IV
(2) Securitization V

506.0

Housing Loans receivable

Rs.Mn

Rs.Mn.

750.00

237.0
137.5

200.0

Housing Loans receivable

249.5

(3) Long term loan(BOC)

500.00

Part of Loan portfolio

650.00

437.5

(4) Long term loan(NSB)

200.00

Part of Loan portfolio

250.00

150.0

100.0

Part of Loan portfolio

150.00

47.7

100.0

Part of Loan portfolio

150.00

77.9

(5) Over draft
(Sampath Bank )
(6) Over draft
(People’s Bank )
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Statement of Value Added
For the period ended 31st December 2007
BANK
%

Interest Income		
Other Income

2007

%

1,695,601,051 		

GROUP 		
2006

%

1,203,197,279 		

2007

%

2006

1,617,173,470 		

1,203,197,279

45,741,315 		

82,445,650 		

69,513,426 		

82,445,650

Gross Income		

1,741,342,366 		

1,285,642,929 		

1,686,686,896 		

1,285,642,929

Cost Of Service		

1,355,454,128 		

806,386,155 		

1,361,695,432 		

808,417,550

385,888,237 		

479,256,774 		

324,991,463 		

477,225,380

Total Value Additions

								

Value Distributed								
To Employees								
(Remuneration & Benefits )

61.1

235,649,749

33.2

159,046,907

73.0

237,277,460

33.8

161,490,655

6.8

26,063,585

13.9

66,476,350

8.0

26,063,585

13.9

66,476,350

11.9

45,984,586

14.5

69,689,628

14.1

45,984,586

14.6

69,689,628

0.8

3,229,301

1.0

4,752,573

1.0

3,229,301

1.1

5,355,610

23.2		

29.7

To Government
Income Tax
Value Added Tax
Debit Tax

19.5 		
To Share Holders ( Dividend )

8.4

32,355,110

29.4 		
13.5

64,710,220

10

32,355,110

13.6

64,710,220

			

Retained in the Business			
Retained Profit
Depreciation
Loan Loss Provision
Total Value Distribution

(2.9)

(11,281,212)

22.5

107,764,213

(22.7)

(73,931,727)

21.5

102,666,342

2.8

10,911,127

1.4

6,816,882

3.4

11,037,158

1.4

6,836,575

11.1

42,975,991

1.1

5,251,556

13.2

42,975,991

1.1

5,251,556

100.0

385,888,237

100.0

479,256,774

100.0

324,991,463

100.0

477,225,380
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Ten Years Summary
Operating Results
2007

2006

2005

2004	

2003	

2002

2001	

2000	1999	1998

Income Statements											
Total Income

1,741

1,285

1,056

947

830

654

479

420

456

400

Profit Before Tax

93

308

217

235

254

174

189

142

117

116

Income Tax & Finance VAT

72

136

100

53

56

32

64

40

35

31

Profit After Tax

21

172

117

183

198

142

125

102

82

85

											

Balance Sheet											
Assets											
Currentz Assets

1,451

462

623

216

228

193

81

66

219

298

Housing Loans

11,869

10,133

8,100

7,118

5,826

4,750

3,591

2,894

2,574

2,291

111

85

85

42

33

53

36

30

17

12

Property & Equipment
Investment in Subsidiaries

25

25

25

13,455

10,705

8,833

- 							
7,376

6,087

4,996

3,708

2,990

2,810

2,601

											

Liabilities											
Long Term Liabilities

4,935

5,286

5,017

4,363

4,107

3,499

2,256

1,817

1,847

1,892

Short Term Liabilities

1,133

1,090

633

846

761

641

677

560

397

346

Long Term Funds & Deposits

4,959

2,501

1,536

1,140

312

41

41

39

37

22

639

28

5

14

22

12

11

13

10

9

Other Liabilities
Shareholders’ Funds

1,789

1,800

1,642

1,013

885

803

723

561

519

332

13,455

10,705

8,833

7,376

6,087

4,996

3,708

2,990

2,810

2,601

											

Performance Indicators										
Earnings Per Share (Rs.)

3.26

27.39

26.71

44.39

48.03

34.35

34.51

28.16

135.26

140.55

276.49

278.16

268.19

245.72

214.68

194.78

199.59

154.87

860.52

551.17

Return on Average Assets (%)

0.17

1.77

1.44

2.72

3.57

3.26

3.73

3.52

3.03

3.62

Return on Equity %

1.17

9.61

7.13

18.07

22.37

17.68

17.29

18.18

15.80

25.60

Net Assets Value Per Share (Rs.)
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Share Information
Ordinary Shareholders				

As at 31-12-2007
Resident
Shareholdings		
			

No.of
Shareholders

Now Resident

No of 		
Shares
(%)

No.of
Shares

Total

No of		
Shareholders
(%)

No.of
Shareholders

No. of
Shares

Percentage
(%)

1

-

1000

3,708

661,350

10.22

9

1,200

0.02

3,717

662,550

10.24

1001

-

5,000

171

360,850

5.58

4

10,800

0.17

175

371,650

5.75

5,001

-

10,000

25

169,000

2.61

1

10,000

0.15

26

179,000

2.76

10,001

-

50,000

45

987,000

15.26

0

0

0.00

45

987,400

15.26

50,001

-

100,000

4

292,200

4.52

0

0

0.00

4

292,200

4.52

100,001

-

500,000

4

760,222

11.75

0

0

0.004

760,222

11.75

500,001

-

1000,000

0

0

0.00

0

0

0.00

0

0

0.00

Over 1,000,000 		

1

3,218,000

49.72

0

0

0.00

1

3,218,000

49.72

			

3,958

6,449,022

99.66

14

22,000

0.34

3,972

6,471,022

100.00

Categories of Shareholders
Individual
Institutional

No. of Shareholders

No. of Shares

3,776

1,422,270

196

5,048,752

3,972

6,471,022

Twenty Major shareholders 31th December 2007.

		

		
Name Of Shareholder

No. of Shares

Percentage (%)

3,218,000

49.73

1

National Housing Development Authority

2

Legalinc Trustee Services Private Ltd.

348,522

5.39

3

DPMC Financial Services (Pvt) Ltd. Account No 01

199,200

3.08

4

Seylan Bank Ltd. / Jayantha Dewage

100,000

1.55

5

Phoenix Ventures Ltd.

50,300

0.78

6

Capital Alliance Holdings Ltd.

112,000

1.73

7

Miss N.T.M.S Cooray

100,500

1.55

8

Bank of Ceylon

90,900

1.4

9

Indra Traders (Pvt) Ltd.

50,000

0.77

10

Timex (Garments) Ltd.

50,000

0.77

11

Mr. Y.S.H.I.K Silva

50,000

0.77

12

Asia Capital Ltd.

48,400

0.75

13

DPMC Financial Services (Pvt) Ltd. Account No 02

31,800

0.49

14

Lanka Orix Leasing Company Ltd.

34,400

0.53

15

Commercial Bank of Ceylon A/C No. 02

38,000

0.59

16

DFCC Bank A/C No. 01

37,400

0.58

17

Dr. C.P.D.W Mathew

33,500

0.52

18

Miss M.P.R. Cooray

30,000

0.46

19

Building Materials Corporation Ltd.

30,000

0.46

20

Associated Mortorway Ltd

51,000

0.79

		

Total

4,703,922

72.69
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Capital Adequacy
Computation Of Capital Adequacy Ratio as at 31-12-2007					
									
		

Principal

Risk Weight

		

Amount

%

Assets

Rs.000’		

Amount Rs.000’

		
1

Cash- Local Currency

2,430

-

2

Sri Lanka Govt Treasury Bills & Bonds

608,458

-

3

Other Securities guaranteed by the Sri lanka Government		

-

4

Loan & Advances			

4.1 Secured by EPF

Risk Weighted

2,957,963

-

9,110

-

Secured by a Primary Mortgage

7,452,650

50%

3,726,325

4.4

Guaranty Loans

1,383,285

100%

1,383,285

		

4.5

Over residential property			

		

4.6

Other Loans & Advance

		

4.2

Staff loan secured by EPF

		

4.3

		

5

65,926

100%

65,926

Due From local Commercial Banks including 			
development financial institute

668,787

20%

133,757

6

Fixed Assets

110,671

100%

110,671

7

Other Assets

222,503

100%

222,503

13,481,783		

5,642,467

Total Risk Weighted Assets

Total Tire 1-Core Capital			
8

Paid up Ordinary Shares			

647,102

9

Share Premium			

314,986

10 Statutory Reserve Fund			

36,799

11 Retained Profits			

755,427

12 General & Other Reserves			

3,451

13 Current Year audited Profit			

(12,335)

TOTAL TIER 1 CAPITAL			

1,745,431

Tier 2 Supplementary Capital			
14 General Provision			

42,674

TOTAL TIER 2 CAPITAL			

1,788,105

Capital Adequacy Ratio			
Tier I			

30.93%

Core Capital			

1,745,431

Risk Weighted assets			

5,642,467

Tier II			

30.69%

Capital Base 			

1,788,105

Risk Weighted assets			

5,642,467
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Notice of the Meeting
Notice is hereby given that the 23rd Annual General Meeting of the Housing Development Finance Corporation Bank of Sri Lanka will be held at The
National Chamber of Commerce of Sri Lanka on 30.06.2008 at 10.30 a.m for the following purposes.
1.

The Chairman’s Address

2.

To receive and consider and adopt the Report of the Directors and the Audited Accounts of the bank for the year ended 31st December 2007 together
with the Report of the Auditor thereon.

3.

To declare a dividend as recommended by the Directors.

4.

To appoint Auditors and authorize the Board of Directors to determine their remuneration.

5.

To transact any other business of which due notice shall be given.

BY ORDER OF THE BOARD

(Sgd.)
Mrs. K. T. D. D. De Silva
The Secretary
HDFC Bank

Colombo
28th of March 2008
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Form of Proxy
I/We…………………………………………………………………………………..………………..………………of…..………………….........………………………………
………………………………………………………………….Being a member / members of Housing Development Finance Corporation Bank of Sri Lanka
herby appoint.
1.

Mr. ……………………………………… of ……………………………………. whom failing

2.

Mr. ……………………………………… of ……………………………………. whom failing

3.

Mr. ……………………………………… of ……………………………………. whom failing

4.

Mr. ……………………………………… of ……………………………………. whom failing

5.

Mr. ……………………………………… of ……………………………………. whom failing

As my/our proxy to vote for me /us on my / our behalf at the Annual General Meeting of the Bank to be held on 30th June at10.30 a.m and at any
adjournment thereof, and at every poll which any be taken in consequence thereof.
Singed this ………..… day of ……………………..………. 2008.

Signature : ……………………….....................

Note : A proxy need not also be a member
The form of proxy should be returned to The Secretary “Housing Development Finance Corporation Bank”, P. O. Box 2085, Sir Chittampalam A
Gardiner Mawatha, Colombo 02 on or before 28th of June 2008 10.30 a.m.

HDFC Bank
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Instructions for completion
01.

To be valid this form must be filled, signed and deposited with the Secretary, HDFC Bank, P.O. Box 2085, Sir Chittampalam A Gardiner
Mawatha, Colombo 02, not less than 48 hours before the time appointed for holding the meeting.

02.

The form of proxy must be singed by the appointer or by Attorney duly authorized in writing.

03.

In the case of a corporation, the form of proxy must be either under its common seal or under the hand of an officer or Attorney duly
authorized.

04.

In the case of joint holder, only one needs sign. The Votes of the senior holder who renders a vote will only be counted.

05.

If you wish to appoint any person other than the chairman as your proxy, please insert the relevant details at 1 to 5.

Corporate Information

Name

:

The Housing Development Finance Corporation Bank of Sri Lanka.

Legal Form

:

A licensed specialized bank incorporated under the provisions of Housing
Development Finance Corporation, Act No. 07 of 1997, amended
by Act No. 15 of 2003.

Year of Incorporation as a Building Society

:

1984

Registered OfÑce

:

Address
Telephone
Fax
Web Site

:
:
:
:

P.O. Box 2085, Sir Chittampalam A Gardiner Mawatha, Colombo 02.
2446241, 2446239, 2447354, 2447314
2446392
www.hdfc.lk

Company Secretary

:

Mrs. Dharshani De Silva
Attorney – at – Law & Notary Public, Company Secretary,
Commissioner of Oaths.

Address
Telephone
E – Mail

:
:
:

P.O. Box 2085, Sir Chittampalam A Gardiner Mawatha, Colombo 02.
2423362, 2446241, 2446239, 2447354, 2447314
secretary@hdfc.lk

Registrars

:

Address
Telephone
Fax
E- Mail

:
:
:
:

SSP Corporate Services (Pvt.) Limited
101, Inner Flower Road, Colombo 03.
2573894
2573609
sspsec@sltnet.lk

Auditors

:

Auditor General – Department of Auditor General
Torrington Square, Colombo 07.

Consultant Lawyers

:

Attorney General’s Department
Hulftsdort, Colombo 12.

Bankers

:

Bank of Ceylon
Corporate Branch, Echelon Square, Colombo 01.
Sampath Bank
No.110, Sir James Pieris Mawatha, Colombo 02.
People’s Bank
No. 75, Sir Chittampalam A Gardiner Mawatha, Colombo 02.
Commercial Bank of Ceylon Limited
Commercial House, Union Place Branch, Colombo 02.
Pan Asia Banking Corporation Ltd,
450, Galle Road, Colombo 03.
Hatton National Bank
Head OfÒce
Darley Road, Colombo 10.

