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Our Vision
To be the premier financial services institution for purposes of enhancement of lifestyles of Sri Lankans.

Our Mission
To be a dominant player in the financial services sector by delivering innovative solutions to meet the needs of
housing and construction sector with best-inindustry service excellence creating superior long-term shareholder value and contributing to economic development in Sri Lanka through an inspired team.

Our Objectives
Customers
To provide a caring customer service anticipating solutions required by our customers and innovatively satisfying them beyond expectations.

Shareholders
To optimize return on shareholders’ funds.

Organisation
To commit ourselves to the highest standards in corporate and business ethics whilst maintaining financial
stability and growth.

Employees
To motivate, develop, recognize and reward our employees.

Community
To be strongly committed to contribute to the national goal of providing shelter for all.

Industry
Setting industry benchmarks of international standard in delivering customer value through out comprehensive product range, customer service and all our activities

Ethics
Maintaining the highest ethical standards worth of a leading corporate citizen.
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Financial Highlights
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Chairman’s Message

Both advanced and emerging economies adopted diverse policies to
combat some of the effects of the fallout including relaxation of monetary policy, a historic lowering of interest rates and an unprecedented
expansion of fiscal policy in order to boost demand and stabilize financial markets. However, the financial markets continued to show signs
of strain during the greater part of 2009, negatively affecting the real
economy. The IMF projected a contraction in the world economy by 0.8
per cent compare to the growth it saw of 3 per cent the previous year.
The Sri Lankan economy meanwhile continued to demonstrate amazing resilience despite living through some of the most challenging
domestic and external conditions. Growing 3.5 per cent in 2009, attributed to the recovery seen in the economy in the second half of the
year added to with a significant growth of 6.2 per cent in the last quarter, Sri Lanka’s economy, though impacted by the cascading effects of
the global financial crisis and the critical juncture faced in the nearly
three decade old war that ravaged the country, managed to maintain
its equilibrium to stay afloat. The country faced numerous challenges
including withdrawal of capital by foreign investors due to the global
economic fallout and a contraction in external trade and domestic economic activity seeing a negative impact on government revenue. The
state also had to contend with increasing defense expenditure due to

The year saw many changes for Sri Lanka, primarily the onset of stability the strong thrust to end the war, while interest payments, salaries and
and return to normalcy not only for the North of the country but for the wages as well as resettlement, rehabilitation and reconstruction acentire physical, social and economic fabric of Sri Lanka. The end to the tivities exerted a heavy burden on the national treasury.
war and the path to peace is taking the country on a path of resurgence With the end to the war however, investor confidence saw a sharp
which will naturally permeate overall development of Sri Lanka and her reversal with foreign financial inflows helping the country record an
people. It is in this backdrop, that I present to you the Annual Report unprecedented surplus in the Balance of Payment of US $2.7 billion
and Statement of Account for your Bank for 2009, wherein I’m proud to by end 2009 and an increase of foreign exchange reserves to a historic
mention that the performance has been one of the best in recent years high of US $ 5.1 billion.
despite challenges faced in the macro economic milieu, which did the
But despite the blips on the economic front, most sectors of the econsee the entire industry consolidate its position to work in a difficult enomy contributed positively towards economic growth. The construcvironment.
tion industry contributed 6.6 per cent of GDP in 2009, compared to the
slight decrease of 6.5 per cent last year. However, what was seen most

Economic Overview
The global economy did not see much of a panacea during the year de-

predominantly was that while several mega construction projects were
implemented and accelerated especially in the East, the slowdown in

housing construction resulted in the growth of the construction subspite stimulus packages being infused into various affected economies.
sector decelerating.
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A quagmire faced in the previous year, the rapid acceleration of infla- institutions engaged in finance business and deposit taking. The prestion which increased to record highs was quickly stemmed this year due ent Banking Act too will also be amended to enable the consolidated
to prudent monetary measures adopted by the monetary authorities, supervision of banking groups and facilitation of mergers, among
which is probably one of the most commendable fiscal achievements other pragmatic features envisaged.
during the year. YOY inflation which saw a high of 28.2 per cent in June
2008 declined sharply to 4.8 per cent by end 2009, recording an overall

The Housing Industry

rate of 3.4 per cent for 2009, the lowest since 1985.

Domestic financial institutions remained largely shielded from the glob- There was little growth in the housing market in 2009 due to several
al financial crisis propped up further by the strong regulatory framework reasons including the primary one of a gap in housing demand and
and capital account restrictions. Overall, while financial institutions supply in Sri Lanka. The industry grappled throughout the year with
continued to be profitable and reasonably capitalized, they also became high lending rates and relatively high housing prices precluding low
more liquid and stable due to asset prices rising during the year. The and middle income households from affording a house. Low penetraeasing of monetary policy and increased liquidity resulted in a gradual tion of banks and micro finance institutions into low income groups,
decline in interest rates and reduced volatility. The approval of the IMF a pervasive risk averse policy which cautioned banks against lending
Standby Arrangement in July improved conditions further.

to irregular salaried employees and low penetration of banks to low

Fourteen Licensed Specialised Banks operating through a network of
465 branches posted a growth of 18.7 per cent and 13.9 per cent in de-

income areas were some of the other reasons for the lackluster growth
curve.

posit and capital funds respectively. However, lending activities were Sri Lanka’s National Housing Policy emphasizes the need for private
curtailed recording a slight increase of 4.5 per cent compared to 6.3 per sector participation in housing, which enables the government to uticent last year. With the increase in deposits, holdings of Government lise land for more productive use, to maximize existing housing stock.
Securities saw a noteworthy increase of 26 per cent compared to 7 per Having perceived a rise in income levels and lifestyle changes for the
cent in 2008. It’s pertinent to mention here that the overall financial better, the private sector is now a major housing provider for middle
soundness indicators of these banks were maintained with earnings and and high income groups, while the Government remains involved in
profitability displaying healthy growth facilitated primarily by net inter- facilitating housing for low and lower middle income groups in addiest income and other income sources.

tion to other specific groups. The Government, through the Ministry

While policy action and prudent initiatives mitigated the impact of the
global financial crisis and the failure of a few entities within the domestic financial services sector, the strong regulatory and supervisory
framework and enhanced risk management systems enabled the financial system to withstand the shocks from both the external and domestic
fronts. This saw financial institutions continuing its profitable paradigm,
being reasonably well capitalized, although credit risk increased due to
tight market conditions. Some of the initiatives taken by the Central
Bank to strengthen the regulatory and supervisory framework included
the proposed Finance Business Regulation Act to address several weaknesses in the present law with respect to regulation and supervision of
5

of Housing and Common Amenities did establish several housing development programmes in 2009 which included the Gama Neguma
Housing Programme, the Public Servants’ Housing Project, Pallimunai
Housing Project, Estate Housing Programme and the Janasevana Housing Grant Programme. The Gama Neguma Programme is particularly
significant as its main objective is to provide permanent housing to
14,000 villages with financial and technical assistance extended by
the National Housing Development Authority. However, it has been
observed that most of the housing development programmes at the
lower income level mooted by the state have been restrained due to
budgetary constraints faced by the Ministry.
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National housing needs are substantial but the effective demand was

savings as a mechanism to prop that bottom line focusing on the non-

much smaller than needs this year. Only 3 to 4.5 per cent of the popu-

inclusive banking sector as our customer base.

lation availed themselves of mortgages this year, as access to housing

In order to succeed in meeting our deposit mobilization objectives,

mortgages remains restricted by the tapering of the housing finance

reach and accessibility became paramount features into the equa-

market. Housing loans provided by the banking sector in 2009 amount-

tion. Our IT innovations, mainly through Palm Top Banking, developed

ing to Rs 167.8 billion, reflecting a contraction of 1.5 per cent from 2008.

exclusively by our in-house IT team, was therefore reintroduced into

In tandem, cost of building material increased substantially over the re-

our systems and operations, adding stimulus to taking banking to

cent years and coupled with the slowdown of economic activities due

the doorstep of our customers. At the same time, we strengthened

to the global meltdown, the housing market continued to be adversely

our branch network, adding five branches to encompass a total of 26

impacted.

branches and expanded our ATM presence by adding ten of our own
and signing an MOU with Sampath Bank to extend ATM facilities to our
customers with 183 more ATMs.

HDFC and its journey in 2009 and beyond

Another of our hallmark achievements has been our ability to reduce

HDFC’s performance for the year has been more than significant given

our NPL ratio from 14 per cent to 9 per cent. This was due to a com-

that we posted the most notable achievements in nearly all of our his-

plete transformation in our credit and lending policy where qualitative

tory. Our profits this year were transformed from a negative of the previ-

rather than quantitative lending became the focus, with responsibility

ous year to a positive of Rs 56.50 millions, which is a growth of 161.29

and accountability the fundamentals that permeated the team. Ag-

per cent. The detailed financial performance together with the initia-

gressive recoveries and astute lending policies made up a pragmatic

tives employed during the year to post these good results is in the CEO/

equation for keeping collection ratios improving.

GM’s review of operations just following my message. However, I will
give you a synopsis of some highlights of our journey over the year and

Traditionally, HDFC’s investors have been institutional, primarily gov-

the strategies we employed to add fillip to the results and our future

ernment based, but our current focus is to spread our investors into a

strategy for your bank in the next few paragraphs.

wider rural base, in order to grow both our saving and lending portfolios. We strongly believe that the rural customer is our future mar-

It was in 2009 that the transformation of HDFC began with a new vi-

ket and our future strategy therefore, will be based on a paradigm of

sion, mission and objectives. The Strategic Business Plan driven by our

capturing the non-inclusive financial sector through IT and innovative

GM/CEO, which was prepared the previous year helped us rectify our

marketing tools. At HDFC, banking will be delivered to the customer

shortcomings and make ready for the journey ahead. Acknowledging

and in five year’s time, 60 per cent of our team will be on the field,

that our strengths are primarily in the rural based population, our lend-

which to us, is the true concept of development banking.

ing formula is based on the repayment capacity of the customer and
is focused on housing for the lower and middle income groups. This,

Currently, a backlog of at least half a million houses exists in the hous-

if implemented astutely, will buoy not only the concept of affordable

ing sector. Affordable housing therefore is a primary need and our

housing but also meet the goals of the Mahinda Chinthana.

mandate is to work on a manageable loan capacity that fits into a prudent repayment capability. We also see the unleashing of opportuni-

While the high interest rate and spiraling inflation regime did affect our

ties in the north and east, especially in agriculture. We realize that as

operations this year, being pragmatic, we used the year to consolidate

industry leaders, we have a responsibility to ensure that those areas

our position, by reducing lending and minimizing our exposure tem-

are given leadership in ensuring sustainable incomes and prudent

porarily, until our bottom line was strengthened. We began mobilizing

money management capabilities. We are now poised to attract the
6
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right customer, tailor making products to suit the diverse customer segments located in different parts of the island, spurring business growth
with apt systems and processes in place, infusing ethics, governance
and best practices as the norm and ensuring sustainable growth for all
stakeholders.

Appreciation
My sincere thanks to the Central Bank of Sri Lanka and the regulatory
authorities for the advice and assistance granted to me over the year and
to my Board of Directors for helping me achieve the ambitious goals we
have set out for HDFC. I also appreciate the hard work put in by the entire team led by the GM/CEO to ensure that the turnaround of the Bank
is now assured and that we are firmly entrenched in our foundation to
take HDFC towards the next phase of development. Our customers have
displayed immense loyalty to us over the years as have our valued business partners and I would like to extend my heartfelt thanks to all our
stakeholders.
We look forward to an inspiring journey ahead for HDFC. I know it will
be challenging but I also foresee immense opportunity and potential for
us in this new era of resurgence. My sincere hope is that you, our stakeholders, will join us in creating a completely new paradigm for HDFC in
Sri Lanka where we can meet our objectives and ensure that we create
an empowering and enabling environment for segments of society that
have limited or no access to the primary need of shelter.

.....................................
S. M. M. Yaseen
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Board of Directors

From Left to Right: Mr. Pathirannehelaya Sumanapala, Mr.
Ubaya Narayanage Jinasena, Mrs. Kariyawasam Weraniyagodage Piyaseeli Dayaratne, Mr. Alahapperuma Wijesinghe
Dayananda, Mr. Widanalage Ajith Terence Fernando, Mr.
Seyad Mohamed Mohamed Yaseen, Mr. Sunil Kannangara,
Mr. Mohamed Musthafha Abul Kalam, Mr. Wallaba Jayatissa
Liyanage Upali Wijayaweera

thority. He holds a LL.B from University of Colombo and is an Attorney–

Seyad Mohamed Mohamed Yaseen

2006. Currently he is an additional Director General of the Department

Chairman*

of National Planning in the Ministry of Finance in addition to the 26

at–Law by profession with 17 years of active experience at Bar.

Pathirannehelaya Sumanapala
Director*
Mr. Sumanapala was appointed as Director of HDFC Bank in January

Mr. Yaseen was the Chairman of the HDFC Bank during the period under
review and was appointed to the Board in June 2004. He was also a Director of Ocean View Development Company; a joint venture between
Urban Development Authority and National Housing Development Au8

years of experience gathered from public service. He started his career in 1979, as an Assistant Lecturer in economic at the University of
Peradeniya. In 1982 he joined the Department of National Planning as
a Planning Officer and has been promoted as the Additional Director
General subsequently. He holds a B.A (Hons.) in Economics from the
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University of Peradeniya followed by a MA in Regional Development

Sri Lankan Embassy in the Kingdom of Saudi Arabia as the Consular in

and Planning from the Institute of Social Studies, in the Netherlands.

1999. In year 2000 he was appointed as the Commissioner of Labour
Standards. He holds a B.Com (special) from University of Kelaniya
and PGD in Public Administration from SLIDA (Sri Lanka).

Wallaba Jayatissa Liyanage Upali Wijayaweera
Director*
Mr. Wijeweera was appointed as Director of the HDFC Bank in February

Widanalage Ajith Terence Fernando
at the Department of Labour. He has been posted to the Sri Lanka Ad- Director
2004 and is also functioning as the Commissioner General of Labour
ministrative Service in 1984. He has joined the Department of Labour

Mr. Fernando was appointed as Director of HDFC Bank in June 2004.

in 1985 and has held several important posts; Assistant Commissioner

Currently he is a Director of Capital Alliance Limited, Ashthi Holdings

of Labour, Senior Assistant Commissioner of Labour, and Deputy Com-

(Pvt.) Ltd, First Alliance Money Brokers (Pvt.) Ltd, Ceylon Tea Brokers

missioner of Labour. In 1997, he was posted as the Consular in the Sri

Ltd, Lanka Call (Pvt.) Ltd, ADZ Insurance Brokers (Pvt.) Ltd., Shift So-

Lankan Embassy in the State of Kuwait followed by the posting in the
9
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lutions (Pvt.) Limited, Lanka Financial Services Bureau Ltd, Anglo Ceylon

Lanka Ltd (a listed Company), Chairman - Lanka Phosphates Limited,

Estates (Pvt.) Ltd, Capital Alliance Holdings Limited, Capital Alliance Se-

Managing Director - Lanka Glass Manufacturing Co. Limited, and Chief

curities (Pvt.) Ltd, The Financial Ombudsman Sri Lanka (Guarantee) Ltd.

Executive Officer of Tri Star Apparel Exports (Pvt.) Ltd. Currently he is

He is a Fellow of the Chartered Institute of Management Accountants UK

the Financial and Investment Consultant advising many local and for-

and has a MA in Financial Economics from the University of Colombo.

eign companies.

Mohamed Musthafa Abul Kalam
Director*

He has been a consultant in several international agencies. Further he

Mr. Kalam was appointed as Director of HDFC Bank in June 2006. Cur-

and Director of many other Banks and Financial Institutions.

was also Chairman of the Peoples Venture Capital Company Limited

rently he is the Chairman of Condominium Management Authority
(CMA) and Governing Council member of the South Eastern University of
Sri Lanka (SEUSL) since 2008. He was Governing Council Member of the

He holds a B.Com Degree from the University of Ceylon followed by a

Eastern University and member of the Board of Directors of the Sri Lanka

MBA from Harriet– Watt University - UK. He is also a Fellow (FCMA) of

Broadcasting Corporation (SLBC). He was the Executive Director of the

Chartered Institute of Management Accountants - UK, Chartered Asso-

Ceylon Shipping Corporation (CSCL) from 1994 to 2001. He holds a LL.B

ciation of Certified Accountants – UK & Certified Public Accountant of

from the Faculty of Law, University of Colombo and an Attorney at Law

the Institute of Certified Public Accountants - Singapore, and Chartered

of the Supreme Court of Sri Lanka. He obtained his postgraduate degree

Management Institute - UK. He further holds a Diploma in Accountancy

(M.Sc.) from the World Maritime University (WMU), Sweden.

from the Ceylon Technical College, PGD in Port Management and Administration from Germany. He is a registered Company Secretary and
a Member of Business Recovery and Insolvency Practitioners’ Associa-

Ubaya Narayanage Jinasena
Director

tion of Sri Lanka. He was retired from the Board with effect from 27th

Mr. Jinasena was appointed as Director of HDFC Bank in June 2007.

of December 2009, on reaching 70 years of age.

He began his career as an Accountant (Costing) in 1967 at the Ceylon
Cement Corporation and has served as Assistant Finance Manager of
Ceylon Shipping Corporation, Managing Director – State Graphite Corporation, Lecturer in Management Accountancy and Financial Analysis
of Nangyang University -Singapore, Chief Consultant & Managing Partner – M/s. Consulanka Engineering, Financial and Management consultants (a Multi Disciplinary Consultancy Practice), Managing Consultant
- Management Consultancy and Merchant Banking Division of the Bank
of Ceylon, General Manager/Chief Consultant of Merchant Bank of Sri
Lanka Ltd, Chairman - Consulanka Limited, Joint Managing Director –
(Finance & Administration) – Quickshawa Group of Companies, Financial
Consultant of Telecommunication Board of Sri Lanka, Group Financial
Controller of Palm Resort Berhad, Group General Manager of one of the
Group’s Subsidiary Companies in Singapore, Chairman - Bogala Graphite
10

Alahapperuma Wijesinghe Dayananda
Director *
Mr. Dayananda was appointed as Director of HDFC Bank in June 2007.
Currently he is the Vice Chairman and a Director of National Housing
Development Authority. He began his career in 1975 as a Graduate
Teacher and thereafter joined Imperial Motors. In 1991 he went abroad
and served as Manager at Yohira Shoji Corporation, Saitama Ken in
Japan till December 2004. He holds a B.Ed (special) Degree and a Diploma in Social Studies from University of Ceylon Colombo. Since 2008
he is also a Director of Urban Settlement Development Authority of the
Ministry of Urban Development and Sacred Area Development.
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Sunil Kannangara
Director

Affairs-Senior Assistant Secretary of the Ministry of Housing Development and Senior Assistant Secretary of the Ministry of Housing and

Mr. S. Kannangara was appointed to the Board in 30th of June 2009. Constructions. She holds a BSc Public Administration (special) from the
He holds a Bachelor of Arts (Special) Degree from the University of Sri University of Sri Jayewardenepura, PGD in Public Administration and
Jayewardenapura and obtained two Postgraduate Diplomas in Public MSc Public Administration in SLIDA (Sri Lanka) and PGD in Social DeAdministration & General Management. He began his career in 1985, velopment in the University of Massy in New Zealand.
having joined the public service. During his career of 25 years, he held
posts, such as, Assistant Director (Department of Social Services, Colombo) Assistant Government Agent, Divisional Secretary Deputy Director
Establishment (Ministry of Public Administration), Director Administration (Vocational Training Authority), Director Development (Ministry of
Eastern Development Rehabilitation, Reconstruction and Rural Housing
Development), Director Development (Ministry of Eastern Development
and Muslim Religious Affairs), Director Eastern Education and Irrigation Development (Ministry of Housing Construction Industries, Eastern Province Education and Irrigation Development), Director (Housing
and Acting Commissioner of National Housing Ministry of Housing and
Construction) Further, he was a Member of the Board of Directors of the
Regional Rural Development Bank, Ampara, Acting Assistant Director,
Small Industries, Ampara District, Acting Assistant Director, Textile Industries, Ampara, District, Acting Assistant Commissioner, Motor Traffic
of the Ampara District, Acting Assistant Commissioner, Corporative Development of Ampara Region and Chairman, Deegawapi Development
Task Force. Currently he is the Government Argent & District Secretary of
Ampara Administrative District.

Kariyawasam Weraniyagodage Piyaseeli Dayarathne
Directress*
Mrs. Dayarathne was appointed as a Directress of the HDFC Bank in
20th of March 2009 and also functioning as the Additional Secretary of
the Ministry of Housing and Common Amenities. She belongs to the
Sri Lanka Administrative Service and began her career as an Assistant
Controller of the Department of Immigration and Emigration in 1985.
She has served as an Assistant Director of the Department Social Service-Assistant Commissioner of the Department of Poor Relief -Deputy
Commissioner of Poor Relief-Deputy Commissioner of the Samurdhi
commissioner’s Department-Deputy Director of the Ministry of Youth
11

*Note In order to appoint new Board members to the institutions
under the purview of Ministry of Finance and Planning, relevant directors appointed from various ministries were requested to resign from
the Board. Accordingly Mr. S. M. M. Yaseen (The Chairman), Mr. W. J. L.
U. Wijayaweera (Director), Mr. P. Sumanapala (Director), Mr. M. M. Abul
Kalam (Director), Mr. A. W. Dayananda (Director), Mrs. K. W. P. Dayarathne (Director) have resigned from the Board on 10/05/2010.
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CEO/GM’s Review of Operations
bination of strategy and skill, we at HDFC used a pragmatic blend of
strategy, skill and prudent management initiatives to formulate a plan
that will give us the results we desire and help us meet the objectives
that we have set out to meet.
Therefore I’m pleased this year to present very positive results for
your Bank, reiterating that we are now on the right path and on the
threshold of contributing comprehensively to the Mahinda Chinthana
diktats, which are aligned to the United Nations’ Millennium Development Goals.

Financial Performance
I’m proud to present some remarkable achievements for HDFC during
the period under review. It was a noteworthy year of recovery where
our bottom line grew from a woeful loss of Rs 92 million the year before to a profit after tax of Rs 56 million with a Group profit of Rs. 108
million this year, displaying a growth of -161% for HDFC and - 147%
for the Group. Our profit before tax figures stand at Rs168 million compared to the loss of Rs 68 million last year, a commendable growth of
-347%. The positives reflected in our bottom line were also impacted
significantly with the interest rates decreasing towards the latter half
of the year, a trend we also observed in the inflation patterns.
As you look at the theme of our Annual Report what you see is the complexity of a Rubik’s cube, reflective of what the world and the country has
been undergoing not too long ago. The world has had its share of challenges with the global economic downturn although it is now showing
slight signs of emerging from that, while our country, is just setting foot
into an era of normalcy that has eluded Sri Lanka for almost thirty years.

One of our main income contributors was the upping of the deposit
base which saw a growth of 60% in savings, far above the industry
norms. Building on a strategy of pursuing customers who have not
been brought into official banking channels, the strategies were successful in growing our deposit base by 19% to a total of Rs 6.5 billion.
This is marginally higher than the industry growth rate of 18.5%.

The problems have been complex and sometimes may have seemed dif-

With the savings base growing substantially, our cost of funds was also

ficult to overcome as was to us at HDFC, when interest rates and inflation

reduced significantly. However, our target is now to bridge that gap

proved to be our biggest barriers in ensuring that our primary mandate

even further, in order to offer attractive interest rates for house builders

was met, that of providing shelter for the citizens of our country. But

and thereby fuelling economic growth.

just like the Rubik’s cube which can eventually be solved using a com12
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The Treasury operations were destructed during the year under review 2008. One again, these growth figures are well above market averages
to industry standards and to manage associated risk factors to stabilize and exemplify the successes achieved by HDFC on its strategic reposithe profitability of your bank. Two areas of concentration in the trea- tioning policy.
sury would be to minimize the the maturity mismatch in the balance
Having been converted to a bank seven years ago, the diktat pertaining
sheet and to reduce the concentration of the deposit base among few
to HDFC has now transformed. We are no longer privy to state funds
corporate customers. We were successful in achieving this objective durand we therefore have to compete for funds in the regular banking ening 2009. Competencies were infused to assist in creating an enabling
vironment. Given our make up, this posed immense challenges for us,
environment and in reducing the cost of funds. Fitch also upgraded our
which saw us lose sight of our primary objective of providing low cost
rating to BBB+ during 2009.
housing loans to Sri Lankans. Considering these factors and the trans-

Loan disbursements

formations observed post the end to the war, we recognized the need

The strategy on the disbursement of loans however was founded on consolidation. Given the high interest regimes and the high cost of funds
that prevailed in the first half of the year, the entire industry worked
in an environment that was at most times flat. However, emphasizing
on a qualitative rather than quantitative foundation, loans disbursed
amounted Rs 1.4 billion, which contributed to uplifting the living standard of 5,629 families. Given the circumstances, I consider the mainte-

for a transformation, recouping our resources and incisively chartering
a course that will keep HDFC in business, while meeting its ultimate
targets. This then spurred the development of a new corporate plan
for the next three to five years. The revised plan which will be rolled
out in May 2010 will place HDFC on the fast track to explore the new
and emerging opportunities, while increasing dividends and returns to
all stakeholders.

nance of the loan portfolio a creditable achievement considering that the In tandem, risk management was also made a priority. Detailed
market experienced a negative growth of 3.9 % in advances this year.

analyses were conducted to identify the gaps that existed. Standard
Operating Procedures are now being implemented in tandem with
comprehensive IT processes, to ensure compliance with statutory and

NPL Management

regulatory diktats.

One of the more significant features introduced into HDFC over the year Branch expansion and development
was the implementation of a systematic process to reduce the NPL ratio,
We worked on an expansion and image building strategy hand in hand
which as a result, was brought down in real terms to Rs. 957 million
with each other, in order to create a sustainable platform of geographifrom Rs. 997 million in 2008 although
cal penetration for HDFC this year. The formulated Corporate Plan inThe NPL ratio increased by 0.04% mainly due to the decline in the loan cludes having a total of fifty branches spread country wide under the
portfolio.

HDFC umbrella in a three year time period. We have already begun the
accelerated project by opening five customer convenience centers in
the year under review in Horana, Piliyandala, Embilipitiya, Hyde Park

Deposit Growth

corner, and Nugegoda railway station, totaling 26 branches in strate-

The transformation of branches from being loan providers to harnessing gic locations. The north and east will see branches in Vavuniya, Jaffna,
deposits, coupled with the strategic expansion of the branch network Trincomalee and Mannar soon in 2010.
and installation of ATMs contributed achieving a savings growth of 60%
and a deposit increase of 20%, the latter which saw only 0.8% growth in
13

In expanding our penetration and presence, our ATM network now
stands at ten and to expand HDFC’s touch points, a strategic alliance
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was established with Sampath Bank to provide a more flexible bank- Product development
ing service to our customers in a cost effective manner. This alliance will
We have identified the need to fulfill available niches for banking
expand the ATM network by 183 and is expected to be fully operational
products which saw us introduce Thilina Rekawarana , a minor savin the second half of 2010.
ings account, equipped with the unique characteristic of representing
Besides this, we commenced an image building process for HDFC, by re- financial comfort to a child, in the event of unforeseen circumstances
modeling our branches to provide better accessibility to our customers. affecting the earning capacity of the parent. HDFC guarantees a payThis process will bring all our existing branches under this remodeling ment to the child on reaching 18 years, even if the parent has only deprocess, a project that is expected to be completed in 2011.

posited just one installment in the account. In addition, this product

In addition to this, we have also been conscious that branch operations provides a stable financial plan to support a child’s higher education,
need to move away from complacency and become proactive in the suc- marriage, construction of a house or entrepreneurial venture.
cess of the Bank. Given the foundation of the Corporate Plan, there is a A similar product, Arumbu, customized for the Tamil speaking populaneed to make the branches Profit Centers rather than mere loan distribu- tion was launched at the same time. This was done primarily as most
tors.

products are developed and named to cater to the vernacular, mak-

Systems and processes were introduced to create a responsible and ac- ing all others fall in line with it. HDFC’s principle is different. Products
countable culture. Using our fully automated credit process, branch must be inclusive and reflect that we too, in our own way are trying
managers were tasked with creating a qualitative loan portfolio as op- to create a platform of equality and inclusivity for all Sri Lankans. Arumbu therefore was our contribution to this and has been successful in
posed to working simply on volume.
2009 was also the first year that HDFC introduced a staff target based

its first few months on the market.

IT as a driver

fund mobilization which has augured well to growing our deposit base.

With IT being the conduit that fuels success in any field, banking has
not been left untouched either. To empower our people meet the goals

Marketing and Communication

of the Corporate Plan, we began an accelerated but strategic infusion

Given the ambitious but achievable target set out in our Corporate Plan, of IT into the processes of the Bank. A comprehensive Management
we also invested in a comprehensive marketing and communication plan Information System is currently being added to the existing software, a
to further develop the corporate image of the Bank. Having ensured that crucial facet detailed in the Corporate Plan. The significance of this MIS
our new branches are designed to reflect our repositioning strategy, we is that it is a totally in-house designed system, which meets all stanhave also launched a plan to relocate our existing branches to strategic dards and requirements, but is devoid of the heavy investment that is
locations, with emphasis on customer convenience and business poten- generally required when outsourced.
tial, within the next one and half years.

One of our biggest successes has been the revival of Palm Top Bank-

With the concentration being on growing our deposit base, product de- ing which literally takes our banking to the doorstep of the customer.
velopment continued to be a key driver in ensuring the targets are met. Having augmented the existing advantages with added security meaTwo targeted savings products were introduced this year, marketed suc- sures and streamlined processes and functions, our Banking Developcessfully with top of the line and below the line advertising.

ment Officers are now fully equipped to service the customer at his
convenience at any location, anytime, anywhere. Given that we work
14
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extensively in rural areas, Palm Top Banking ensures that both deposits Pragmatism, the way forward
and recoveries are implemented successfully while being an extraordiThe Bank employed a number of far reaching strategies to ensure that
nary platform to strengthen relationships between the bank and the
the goals it had set out for itself could be met.
customer.
All branches are now interconnected which makes decision making
much more efficient and speedier. Credit approvals for instance can be
done in minimum time with the documents electronically transmitted
to the centralized credit approvals unit at Head Office and immediate

We strongly believe that we have now begun taking the first steps in
the right direction. The high concentration on IT, the institution of the
Corporate Plan, the change of culture and the HR development initiatives employed all point towards solving the Rubik’s Cube which was
placed in front of us not too long ago. The journey will certainly not be

decisions taken.

easy but from the results we have seen this year, it is apparent that we
SLIPS connectivity was also implemented this year.

are on the correct path.

In appreciation
Developing our Team

My greatest appreciation to the Chairman and the Board of Directors

The targets set out for us within the Corporate Plan must be driven by for displaying immense confidence in me in allowing me to steer the
our Team. Given the changes that need to be implemented and the Bank in line with the goals we had set out for the year and the support
new initiatives that must be introduced, it is imperative that our team and guidance extended at all times to ensure that we remain on that
is aligned not only to achieving those results but to remain in sight of path. To my Team who have remained at my side to be true partners in
this progressive but challenging journey we have embarked on, thank

our vision.
Mindset change, attitudinal transformations and the way we do business are all areas that need focus. The Corporate Plan and its objectives
were cascaded to the team as were the diktats set out for branch development. The performance driven culture we’re trying to implement,
while challenging, is taking shape. Extensive training and development
programs were organized during the year to uplift the skills and transform our team to be customer oriented, while meeting the evolving
challenges of the banking industry by permeating a knowledge gaining
culture. It is imperative they are equipped with the necessary tools to
face the challenges of a constantly evolving industry.
Our team does acknowledge that for job security, the Bank must have a
stable foundation and to build this stability, the entire team must make
it a team effort. This message is now penetrated and the results are seen
in the growth of the deposit base and the general enthusiasm and dynamism that has been displayed by our team, ample testimony that our
Team is gearing itself for the challenges ahead.
15

you very much. Our loyal customers have been a source of strength
and we hope will remain so in the years to come.
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Suresh
Amerasekera

S. Dissanayake

D.V.Pathirana

A.J. Athukorala

A. M. D. G.
Abeywardena

M.Y. Piyasena

(General Manager / CEO)

Chief Internal Auditor

Deputy General Manager
(Finance)

Asst. General Manager
(Business Development
& Marketing)

W. M. A. Bandara
Asst. General Manager
(Information
Technology)

Senior Manager
(Recovery)

Head of Treasury

Corporate management
SURESH AMERASEKERA
General Manager/ CEO

Compliance Officer and Chief Operations Officer and he also supervise
the Credit division, Recovery division, Administration division and

Mr.Suresh Amerasekera a senior banker with nearly 30 Years Experience Branch operations.
in Commercial Banking has being appointed as the GM/CEO at HDFC with
effect from October 2008. He had his Initial Training from The Colombo D.V. PATHIRANA
Branches of State Bank of India, Bank of America and Citi Bank attached Assistant General Manager (Business Development &
to Seylan Bank as an Assistant General Manager In charge of Colombo
Suburban Region with 15 Branches.
He holds a MBA (International) from Edith Cowan University Perth Australia. And advanced Diploma in Management accounting awarded
by the Chartered Institute of Management Accountants UK he also has
completed a Postgraduate Certificate in Asset Liability Management
from the Post Graduate Institute of Management.

S. DISSANAYAKE
Deputy General Manager (Finance)
Mr. S. Dissanayake is an Associate Member of the Institute of Chartered

Marketing)

MR. D. V. Pathrana is an Associate Member of the Institute of Chartered
Accountants of Sri Lanka (ACA) and a Fellow a Member of the Institute
of Certified Management Accountants of Sri Lanka (FCMA). He holds
a Bachelor of Science (Special Public Administration) Degree from the
University of Sri Jayawardanapura, He has over 20 years experience in
the field of Auditing, Financing, Management, Management Accounting, Banking, Projects and Investment Promotion both in Sri Lanka and
overseas. He is currently responsible for Business Development and
Marketing.

W. M. A. BANDARA

Accountants of Sri Lanka (ICASL). He holds a Bachelor of Science (special Assistant General Manager - Information Technology
- Business Administration) degree, from the University of Sri JayewardeMr. W. M. A. Bandara is the Assistant General Manager – Information
nepura. He counts more than 20 years experience in public and private
Technology of the HDFC Bank. He holds a Bachelor of Science degree
sector where he headed the finance section of the state sector institufrom the University of Colombo followed by a Post Graduate Diploma
tions for several years. He joined HDFC in December 1995 as Assistant
in Information Technology from University of Stirling, Scotland. He has
General Manager (Finance) and has been heading the division since the
over 20 years of experience as an IT professional with over 5 years exassumption of the new portfolio as Deputy General Manager (Finance)
perience in senior managerial capacity. He has extensive experience
for over nine years. In addition to the Head of Finance he acts as the
16
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in installing; configuring and maintaining a wide range of UNIX based Auditor up to 2004. Presently, he has being heading the Loan Recoversystem, specialized in configuring and maintaining Informix Database, ies Department in the capacity of Senior Manager (Recoveries).
Network administrative activities and Project Management. He has attended key training courses relevant IT industry at international organizations such as CICC – Japan and IBM – Malaysia. He had also worked in
NEC Corporation in Japan for one year.

A. J. ATUKORALA
Chief Internal Auditor
Mr. A. J. Atukorala possesses extensive experience, for more than 22
years in both public and private sector banks in the fields of General and
Information Systems auditing. He is an Associate Member of Chartered
Institute of Management Accountants, UK and a BSc graduate of University of Colombo. Also he is awarded with the titles of the ‘Certified
Information Systems Auditor’ and ‘Certified Information Security Manager’ by the Information Systems Audit & Control Association, USA and is
a Diploma holder in Computer Systems Design awarded by the National
Institute of Business Management, Sri Lanka. Further he has multi-disciplinary exposure in both manufacturing and service industries.

A. M. D. G. ABEYAWARDENA
Head of Treasury
Mr. A. M. D. G. Abeyewardena Possesses experience for more than 27
years of which nearly 20 years in Treasury Management. He has worked
in several Leading Commercial and Specialized Banks for 22 years of
which 15 years in the Senior Managerial Capacity. Before joining HDFC,
he was attached to a leading Conglomerate in the country as the Asst.
Group Treasurer. He has attended several Key Training Programmes relevant to Treasury Management both locally and overseas.

M. Y. PIYASENA
Senior Manager (Recoveries)
Mr. M. Y. Piyasena holds a Bachelor of Science (Business Administration)
Special Degree with second upper merit division from University of Sri
Jayawardenapura in 1981. He has over 27 years experience in the filed of
Auditing, Financial Management and Loan Recoveries. He joint HDFC in
1998 as a Chief Internal Auditor and has being heading as Chief Internal
17
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Senior Management

Ms. W.W.D.S.C. Perera
Manager - Legal

Ms. W.N.D. Botheju
Accountant - Payment

Ms. H.S. Gunathilake
Manager- Business Development &
Marketing

Mrs. C.P.K. Hewage
Manager – Human Resources

Mr. P. S. Pitawela
Manager-Administration

Mrs. K. T. D. D. De Silva
Company Secretary

Mr. W.M. Chandrasena
Manager-Valuation

Mr. C.R.P. Balasooriya
Manager - Treasury

Mr. M.S. Mohamad Rila
Manager – Technical & Premises Maintenance

Mr. H.A. Anura
Accountant - Finance

Mr. I. Nishantha
Manager – Project & Credit Administration

Mrs. P.L.A.S.I. Cooray
Manager – Operations

Ms. R.R. Gunawardena
Manager -Credit
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Managers
Mr. A.M. Neelachandra
Data Base Administrator

Mrs. L.A.S.C. Ariyaratna
Manager Business Development

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

Mrs. G.L. Pandigama
Manager

Mr. G.D.K.H. Perera
Manager - Mobile Banking
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Branch Managers
Mr.R.M.
Sugathapala

Mr.H.M.A.S.
Herath

Mr.N.C. Ranjith

Mr.K. Wijesiri

Mr. H. M.
Thilakaratne

Mrs. L.
Gunathilake

Mr.G.W.A.N.
Kalinda

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

Mr.W.D.K.
Seneviratna,

Mr. T. B.
Karunabandu

Mr.L.S.B.
Ratnayake

Mrs. K. W. Y.
Indira

Mr.R.A.J.N.
Ranasinghe,

Mr. P. V. R. T.
Wijeratna

Branch Manager - Badulla

Branch Manager - Chilaw

Branch Manager - Galle

Branch Manager - Kegalle

Branch Manager Homagama

Branch Manger – Matale

Branch Manager - Kandy

Branch Manager –
Matara

Mr.W.
Gunasinghe

Branch Manager Colombo

Branch Manager Kurunegala

Branch Manager Gampaha

Branch Manager - Ja-Ela

Branch Manager –
Awissawella
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Branch Manager Tangalle

Branch Manager Nuwara Eliaya
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Mr.M.L.R.
Kumara

Branch Manager –
Kalutara

Mr.K.D. Ruwansiri
Branch Manager(C/U) Monaragala

Ms. M. G. D. P.
Seneviratna

Mr.T. Kandiah

Branch Manager (C/U) –
Ampara

Assistant Executive Batticaloa

Mrs. D. T. A.
Jayasighe

Mr.N.M.
Jayawardena

Mr. S.H.K.
Gamage

Mr.W.B.
Rajasinghe

Mr. E. D. D.
Sampath

Ms. J. Samantha

Mr.J. Jegatheepan

Mr.B.W.M.C.
Kumarasiri

Branch Manager (C/U) –
Horana

Branch Manager (C/U) Hyde Park

Branch Manager(C/U) Piliyandala

Branch Manager Anuradhapura

Branch Manager(C/U) Nugegoda

Assistant Executive Vauniya
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Branch Manager(C/U) –
Embilipitiya

Branch Manager –
Ratnapura

Product Portfolio

HDFC Bank - AnnualReport 2009

HDFC Home Loans
Kedella
As the name denotes, Kedella ensures the security of a home for low and
middle income families through a home loan scheme, with attractive
interest rates and repayment plans of upto twenty years to a maximum
age limit of seventy

Shrama Udana
Specifically designed for EPF members, this loan scheme is approved
within a speedy three working days

Sirisara
A unique loan scheme that enables existing customers to remortgage
a property to purchase home accessories including furniture, electrical
appliances, upholstery and even landscaping

Guru Sevana
Touching the lives of educationists, this specially designed loan scheme
for public school teachers spans a period of five years based on a personal guarantee

Situ Sevana
This is a value added hassle free loan scheme that assists home owners
with regulatory and statutory authorities including legal matters, with
the added benefit of relief from income tax
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Savings
Thilina Savings
A minor savings account with a host of added benefits

Vishrama Udana
Enhancing the lives of senior citizens in their twilight years, this Fixed
Deposit scheme adds a host of benefits for customers over the age of 55

Prathilabha
This is a regular savings account that ensures returns on prevalent interest rates

Investment Plans
Dhana Nidhana						
An Investment plan spanning 7 to 14 years with a guaranteed return on
investment at maturity

Thilina Rakawarana
A customized investment plan developed especially for children of any
age, from a day old infant to a child of 12 years with the security of fixed
maturity value even in the eventuality of total disability or death of parent or guardian.

Arambu
Developed especially for the Tamil speaking population of Sri Lanka,
the features of this customized investment plan are similar to Thilina
Rakawarana which ensures financial security of a fixed maturity value
even at the total disability or death of a parent or guardian. The product
is applicable to children upto 12 years.
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Chairman’s Statement of Compliance
Being an entity incorporated by an Act of Parliament, namely the HDFC

take us to the next level of compliance, even though compliance with

Act No 07 of 1997 and subsequently amended by Act o 15 of 2003, it

these are not necessary in our line of business as we are not governed by

is imperative that HDFC continues as a benchmarked leader for similar

them. The Code of Best Practice on Corporate Governance laid down by

entities espousing the highest tenets of transparency, accountability

the Securities and Exchange Commission and the Institute of Chartered

and best practice. We have been under the umbrella of the public sector

Accountants of Sri Lanka is a case in example. I strongly believe that

and hence uphold the high principles that should be the foundation to

this commitment displays our strong emphasis on good governance

taking on the mantle of a new era of public sector governance post the

practices which we hope to improve upon as we grow in stature.

end to the war.

Therefore, our compliance philosophy now encompasses the Act of Par-

We have just emerged from some years of extreme challenges for the

liament under which we are incorporated under and the subsequent

financial services industry, where high interest and inflation regimes

amendment, the Corporate Governance Code for Licensed Specialised

created a vortex of downward trends for us in the housing finance mar-

Banks as dictated by the Central Bank of Sri Lanka which governs spe-

ket. The external milieu too remained exceptionally unstable with the

cialized financial entities like ours, the Code of Best Practice on Corpo-

government striving to conclude a protracted three decade war which

rate Governance of the Securities and Exchange Commission and the

took its toll on the country’s economic indicators. It has not been an easy

Institute of Chartered Accountants of Sri Lanka.

period and I’m most appreciative of the commitment our stakeholders
infused into their relationship with us to keep our business a going concern.

I do hope that having perused our governance practices and our earnest aspiration to continue instilling a culture of best practices in governance, you will fully comprehend that HDFC is sincere in its efforts.

We have been mindful of the responsibility we have as a financial services

We would appreciate your feedback in letting us know where the gaps

entity in this country and the need for stringent compliance to all regu-

exist and the necessary compliance initiatives to be introduced in those

latory and statutory diktats that apply to us. We continue to implement

areas.

rigorous levels of compliance in both risk and governance to ensure that
every aspect of our governance culture remains above board and available for scrutiny at any time. We are a transparent entity which can be
held accountable for our actions as our sincerity in ensuring that these
..................................
S M M Yaseen
Chairman
03rd of May 2010
Colombo Sri Lanka

principles are met are truthful and honest to the best of our ability.
At the same time, this report will showcase the initiatives we have implemented to permeate that culture of professionalism, integrity, ethics and
values through the entire organization. And in establishing these strong
foundations of governance, I can sincerely state that I’m not aware of any
material violations that may have occurred in complying with any of the
SEC, ICASL, CBSL or other relevant rules and regulations.
Having espoused an ethos of governance beyond compliance, we have,
in the report below, worked on the compliance initiatives laid down by
regulatory organizations applicable to us and also with those which will
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Governance of an enterprise can be described as a set of responsibilities
and practices exercised by the Board with the assistance of Senior Management with the aim of providing strategic direction towards ensuring
that the objectives of the organisation are achieved, that risks are correctly ascertained and are appropriately managed and that the organisation’s resources are used in a responsible manner. The need for good
Corporate Governance is now widely accepted globally as a necessity for
ensuring the highest standards of responsibility to country and community, all stakeholders – shareholders, employees, business partners,
customers and suppliers.
HDFC at all times, has remained a transparent and accountable financial institution in Sri Lanka, committed to continuous review of our systems, practices and procedures to comply with all rules, regulations and
policies set out for corporate governance. While our Board of Directors
headed by the Chairman is responsible for leadership in managing the
affairs of HDFC, the conduct of business and maintenance of prudent risk
management, it also provides a framework of sufficient controls and
monitoring processes to ensure that HDFC remains true to the stringent
philosophy of governance, its values and standards. For added credence
to the principles we maintain, the Board delegates responsibility of daily
operations and strategic drive to the General Manager/Chief Executive
Officer who will, while being at the helm of corporate management and
implementing strategies approved by the Board, will also recommend
strategy to the Board to ensure that HDFC does not lose sight of its vision,
mission and objectives.
Corporate governance is a fundamental facet of HDFC’s culture and business strategy. We take on the responsibility and promise to society to
behave in an ethical manner and promote socio-economic development of the society and community we exist in. Our success therefore
depends almost entirely on the strength of the national economy. While
there is no single model or set of structures which manifest the concept
of good governance, HDFC has founded, implemented, permeated and
strengthened processes and best practices that will enhance the rules
and regulations that govern the relationships between all stakeholders
in the governing system to create the right culture of transparency and
accountability.
27
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Corporate Governance Framework
A Corporate Governance framework covering both Corporate Governance
and Compliance was adopted by HDFC. It encompasses governance
structures that are strategically linked with performance management,
Board of Directors

enabling us to focus on the key areas that drive our business.

(Chairman and 08 Non-Executive
Directors)

Audit Committee

General Manager / CEO

CSR Executive Committee

Human Resource & Remuneration Committee

Corporate Management

Nomination Committee

Senior Management

Recovery Sub Committee

Management Committees

Management Committees

Assets & Liabilities Committee
Project Loans

Credit Committee

Other Housing Loans
Debts Settlement Committee

Management Committees
Staff Grievance
Committee

IT Steering Committee

Tender / Purchasing / Evaluation Committees
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STATEMENT OF COMPLIANCE
HDFC has to statutorily comply with:
• Act of Parliament - HDFC Act No. 7 of 1997
• Act of Parliament - HDFC Act No. 15 of 2003 (amendment)
• Corporate Governance directions issued for Licensed Specialized Banks by the Central Bank of Sri Lanka
HDFC voluntarily complies with:
• Code of Best Practice on Corporate Governance of the Securities and Exchange Commission of Sri Lanka and the Institute of Chartered Accountants of Sri Lanka
Corporate Governance Pronouncement Refer- Adoption / CompliPrinciples
ence
ance Status

Level of Compliance / Extent of Adoption

1. The Board of
Directors
SEC & ICASL – A1

Complied

1.1.1 The Board comprises an astute blend of credible
learned professionals, experienced bankers, specialists and
entrepreneurs who will give leadership to the strategic intent of the bank and infuse independent judgment that will
add credence performance, resources and strategic issues

1.1 Qualified and suitable
Board of Directors
CBSL Rule 3(2) and CBSL
Rule 3(3)

1.1.2 All Directors are deemed fit to hold directorships as per
the criteria under section 42, read with section 76H of the
Banking Act No. 30 of1988.
1.1.3 Since the HDFC was incorporated by an Act of Parliament; HDFC Act No. 07 of 1997 amended by Act No 15 of
2003, the composition of the Board comprises only Nonexecutive Directors
1.1.4 During the period under review, 09 Non-executive
Directors of which seven were Independent Directors were
appointed under the three categories of:
(i) Ex-officio Directors representing the Secretary to the
Treasury and Ministry of Housing.
(ii) Nominated Directors, representing the Ministry of
Finance, Labour and Minister of Housing.
(iii) Shareholding Directors
1.1.5 The profiles of the Directors are given on page 08 of the
Annual Report.
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Corporate
Governance
Principles
1.2 Meetings

Pronouncement
Reference
SEC & ICASL – A1.1

Adoption /
Compliance
Status
Complied

CBSL Rule 3(1)

Level of Compliance / Extent of Adoption

1.2.1 During the year, 15 Board meetings were held.
1.2.2 Relevant arrangements are in place to enable all the Directors to include matters and proposals in the agenda for regular Board meetings, where such matters and
proposals relate to the promotion of business and the risk management of the HDFC.
1.2.3 Sufficient notice is given for Directors to attend the Board Meetings and all
relevant opportunities are availed for all Directors to attend Board Meetings.
1.2.4 All scheduled Board and Committee meetings are arranged in advance to ensure complete attendance by the Board of Directors. All Directors are provided with
supporting Board papers and relevant information prior to each meeting to ensure
efficient informed decision making. All Directors are expected to attend unless in
exceptional circumstances. In the event dire personal or business circumstances
prevent the non-attendance of a Director at a Board Meeting, he will nevertheless
receive all papers and will discuss any matters he wishes to raise with the Chairman
to ensure that his views are included. This establishes a non-authoritative inclusive
process which also establishes a sound framework of a transparent Board ethic.

1.3 Board Responsibilities

SEC & ICASL 1.2 &
SEC & ICASL 1.5
CBSL Rule 3(1)

Complied

The Board clearly understands their responsibilities and has taken every possible step
to ensure they carry out their duties with due care, in the best interest of HDFC. The
Board thus works on, but is not limited to, ensuring
• the formulation and implementation of a sound business strategy, including overall
risk policy and risk management procedures and mechanism with measurable goals.
• that the Chief Executive Officer (CEO) and management team possess the skills,
experience and knowledge to implement the strategy;
• the adoption of an effective succession plan
• effective systems to secure integrity of information, internal controls and risk
management;
• compliance with laws, regulations and ethical standards;
• all stakeholder interests are considered in corporate decisions;
• that the HDFC’s values and standards are set with emphasis on adopting appropriate
accounting policies and fostering compliance with financial regulations.
• independent judgment to bear on issues of strategy, performance, resources (including key appointments) and standards of business conduct.
In addition, the Board strengthened the safety and soundness of HDFC by ensuring
compliance of regulatory requirements and maintaining an effective relationship
with regulators.
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Corporate
Governance
Principles
1.4 Collective
/ individual
responsibility
of the Board
pertaining to
laws and access
to independent
professional
advice
1.5 Company
Secretary /
Board Secretary

Pronouncement
Reference
SEC & ICASL–A 1.3

Adoption /
Compliance
Status
Complied

Level of Compliance / Extent of Adoption

The Board acts in accordance with the laws of Sri Lanka as set out by its mandate
within the applicable Act of Parliament

CBSL Rule 3(1)
As the Board is mindful of their duties set out within the laws and regulations pertaining to HDFC, Directors may seek independent professional advice in the furtherance of these duties, at HDFC’s expense. This procedure is coordinated through the
Board Secretary as and when necessary.

SEC & ICASL– A 1.4

Complied

CBSL Rule 3 (1)

The Company secretary is an Attorney-at- Law, responsible in ensuring that Board
procedures are followed correctly and that applicable rules and regulations are complied with, according to the HDFC Act & other related legislative Acts and directions
applicable to HDFC, from time of time.
The Board Secretary maintains minutes of the Board meetings and Board Sub Committee Meetings with sufficient details.

1.6 Dedication SEC & ICASL -A 1.6
of adequate
time and effort CBSL Rule 3 (6)
by the Board
and Board
Committees

Complied

1.7 Training for SEC & ICASL –A 1.7
Directors
CBSL Rule 3 (1)

Complied

The Board dedicates adequate time for Board Meetings, while generally scheduling
Board meetings well in advance. In addition to these meetings, Board Sub Committee meetings are held regularly, complying with the regulatory requirement and
needs of the Bank.
There are 05 Board Sub Committees:
Nomination Committee
Audit Committee
Human Resource and Remuneration Committee
Recovery Sub Committee
Integrated Risk Management Committee.
Reports of each Committee are given on pages 84 & 85 of the Annual Report.
The aforesaid sub committees report directly to the Board and the minutes of the
meetings and records are maintained under the supervision of the Chairman of the
Committee, by the secretary of the respective Committee.
Continuous professional development is an integral facet of knowledge expansion
for directors to carry out their set duties as Directors. If and when required, directors
propose special training and skills expansion, requesting participation in the relevant
programs. From time to time, Corporate Management also makes presentations to
the Board on industry related matters.
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Corporate Gover- Pronouncement
nance Principles Reference
1.8 Annual self
SEC & ICASL 9
assessment by
the Board

Adoption /
Compliance
Status
Complied

Level of Compliance / Extent of Adoption

Complied

The functions of the Chairman and General Manager/CEO are clearly separated
and well defined, as recommended by Corporate Governance Principles and
Corporate Governance Code for Licensed Specialized Banks issued by the Central
Bank of Sri Lanka.
There is no material relationship (including financial, business and family or other
material / relevant relationships) between the Chairman and GM/CEO or the
Chairman and Board members. This is also applicable to relationships between
GM/ CEO and the Board members.
The Chairman leads and manages the work of the Board to ensure that it operates
effectively and fully discharges its legal and regulatory responsibilities.
GM/CEO remains responsible for the daily operations of HDFC.
There is a clear division of responsibilities between the conduct of business by the
Board and the day to day management of HDFC

Complied

The Chairman of HDFC is a Non-executive Independent Director and his role
includes:
- Providing effective leadership in formulating Board strategies, ensuring that the
Board works effectively and discharges its responsibilities in a timely manner
- Representing the views of the Board to the public
- Encouraging all Directors to make a full and active contribution to the Board’s
affairs and take the lead to ensure that the Board acts in the best interests of HDFC
- Facilitating the effective contribution of Non-executive Directors and ensuring
constructive relations between Executive and Non-executive Directors
- Ensuring that appropriate steps are taken to maintain effective communication
with shareholders and that views of shareholders are communicated to the Board
- Facilitating the effective discharge of Board functions in preserving good Corporate Governance Practices
- Ensuring that Board proceedings are conducted in a proper manner, ensuring
that all Directors are properly brief on issues arising at Board
- Approving the agenda
The chairman does not engage in activities that involve the direct supervision of
key management personnel or any other executive duties whatsoever.

The annual self assessment of the Board is carried out by the Chairman, with
assistance extended by other members of the Board in order to ensure that Board
responsibilities are satisfactorily discharged.

2. Chairman
& CEO
2.1 Division of
SEC & ICASL – A 2
Responsibilities of CBSL Rule 3(5)
the Chairman and
GM/CEO

3. Chairman’s
Role
3.1 Role of the
Chairman

SEC & ICASL – A 3
CBSL Rule 3(5)
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Corporate Governance Principles

Pronouncement Adoption /
Reference
Compliance
Status

Level of Compliance / Extent of Adoption

4. Financial Acumen
4.1 Availability of suffi- SEC & ICASL – A 4
cient financial acumen
and knowledge within
HDFC to offer guidance
on matters of finance
4.2 Board Performance
and Composition

Adopted

4.3 Executive
review, succession
planning and culture

Complied

CBSL Rule 3(6)

Three members of the Corporate Management Team, including the GM/CEO and
two Deputy General Managers possess sufficient financial acumen and knowledge to offer guidance on matters of finance. This is in addition to the strength of
several accounting professionals working at HDFC, in various departments having relevant academic and professional financial qualifications and experience.
Determining the composition of the Board is based on the HDFC Act aforesaid.
The Nomination Committee, making recommendations, on the appointment and
removal of share holding directors considering the criteria given by the relevant
regulatory authorities(if any).
The Board approves the appointments and promotions and the remuneration
policy of the Senior and Corporate Management team considering the recommendations of the Human Resource and Remuneration Committee.
The succession plan of the Bank is formulated to be in line with the Corporate
Plan of the HDFC.
The Human Resource Committee / Remuneration Committee comprise of 03 Non
executive / independent directors Mr. S. M. M. Yaseen (The Chairman), Mr. P. Sumanapala Representative Treasury / Finance Ministry, Mr. W. J. L. U. Wijeyaweera
the Commissioner General of Labour.

5. Appointment
to the Board
5.1 Nomination Committee

SEC & ICASL –A7,
CBSL 3(6) (iv)

Complied

The Nomination Committee comprises:
Non-executive Directors S. M. M. Yaseen(Chairman)
Director P. Sumanapala
Director W. J. L. U. Wijeyaweera.
GM/CEO attends these meetings by invitation.
The Nomination Committee conducts a continuous review of the composition
of the Board, identifying, evaluating and recommending suitable candidates to
institute streamlined succession planning for the approval of the Board. More
than 2/3rds of the Board comprises Independent Non-executive Directors.
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Corporate Governance Principles

Pronouncement
Reference

5.2 Directors’ appoint- CBSL Rule 3(2),
ment
CBSL Rule 3(6)(iv)

5.3 Disclosure of details of new Directors
to shareholders

SEC & ICASL – A7.3

Adoption /
Compliance
Status
Complied

Level of Compliance / Extent of Adoption

All new appointments to the Board should be in accordance with the HDFC Act
No. 07 of 1997 and amendment Act No. 15 of 2003. Continuing directorships
of the share holding directors are reviewed by the Nomination Committee. The
Nomination Committee will examine the facts and circumstance applicable for
the relevant period and make relevant recommendations pertaining to the new
appointments, to the Board.

Complied

On their appointment, details of new Directors are disclosed to shareholders.
Notice on appointment of new Directors is given to the Director of Bank Supervision, CBSL.

Complied

According to the HDFC Act, No 07 of 1997 and amendment Act No 15 of 2003,
each shareholding Director retires by rotation once in every three years and is
required to stand for re-election by shareholders at the Annual General Meeting.
Further, ex-officio directors and nominated directors are also appointed to the
Board for a fixed term and are subject to re-appointment on completion of the
membership period on the Board in accordance with the aforesaid Acts.

6. Re – election
6.1 Appointment of
SEC & ICASL- A 8,
Non-executive Directors and Re-election of CBSL 3(2)
Directors

7. Appraisal of
Board performance
7.1 Appraisal
Board Performance

SEC & ICASL – A 9.1, Complied
SEC & ICASL – A9.2,
SEC & ICASL – A 9.3,

The performance of the Board is evaluated by the Chairman. The sub committees, except for the Audit Committee implement a self assessment process each
year to ensure efficacy and efficiency, in order to facilitate continuous improvement.
The Audit Committee is evaluated by the Chairman of the board who utilizes the
assessments from Committee Members, the GM/CEO, Head of Finance, Head of
Internal Audit an External Auditor as is required by international best practices.

34

HDFC Bank - AnnualReport 2009

Corporate Governance Principles

Pronouncement Adoption /
Reference
Compliance
Status

Level of Compliance / Extent of Adoption

SEC & ICASL – A 11 Complied

The performance of the GM/CEO is reviewed by the Board on each financial year
against the targets set out at the commencement of each year in the short,
medium and long term. This ascertains whether the targets set out by the Board
have been achieved.

8. Appraisal of
the General Manager / CEO
8.1 Financial targets
and evaluation of
performance

An ongoing performance evaluation process for the GM/CEO is carried out by
the Board against the financial and non-financial targets, followed by a formal
annual review at each financial year end.

9. Directors’
Remuneration
9.1 Human Resources SEC & ICASL – B 1
/ Remuneration committee – Responsibili- CBSL Rule 3(6)(iii)
ties and Composition

Complied

The Human Resource and Remuneration Committee is responsible for assisting
the Board with remuneration policy for Corporate Management and for making
all relevant disclosures. The Committee determines and agrees with the Board
on the broad policy framework for remuneration of the corporate management.
The GM/CEO participates at meetings on invitation, to decide on remuneration of
Corporate Management (except on matters applicable to him).
The Committee comprises three Non- executive/independent Directors.
S.M.M.Yaseen – Non–executive Director / Independent Chairman
W.J.L.U.Wijeyaweera – Non-executive / Independent Director
P.Sumanapala – Non-executive/Independent Director
S. Amaresekara GM/CEO (by invitation)
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Corporate Governance Principles
9.2 Remuneration of
Non-executive Directors and GM/CEO

9.3 Disclosure of
Remuneration

Pronouncement Adoption /
Reference
Compliance
Status
SEC & ICASL – B 2 Complied

SEC & ICASL – B 3, Complied

Level of Compliance / Extent of Adoption

The Board is tasked with deciding the allowances payable to Non-executive
Directors. Aligned to market practices, all Non-executive Directors receive a
nominal fee for being on the Board and additional fees for chairing or being a
member of committees/special committees or on subsidiary boards. They do not
receive performance incentive payments.
The GM/CEO’s remuneration package is structured to link rewards to corporate
and individual performance.
The details of the total remuneration/ emoluments of the directors are disclosed
on page 102 Of the Annual Report.

CBSL Rule 3(8)

10. Relationship
with shareholders
10.1 Constructive use
of the Annual General
Meeting (AGM)

SEC & ICASL – C 1, Complied
CBSL Rule 3(1)

10.2 Circularization of
Notice of the AGM

SEC & ICASL–C 1.4. Complied

10.3 Major transactions

SEC & ICASL – C 2

Complied

The Board appreciates the participation of shareholders and considers that the
effective mode of communication between the management of the Bank and
the shareholder is the Annual General Meeting. The Board is mindful of the
responsibility of being accountable to shareholders and the need for transparency and strives to maintain such a culture and philosophy in its dealings with
shareholders.
All relevant information is provided to shareholders through the Annual Report
and wherever necessary, using relevant circulars throughout the year.
HDFC uses the forum of the AGM to allow shareholders the opportunity to pose
relevant questions pertaining to the business of the entity either verbally or in
writing.

The Annual Report including financial statements and the Notice of the Meeting
are circulated to shareholders at least 15 working days prior to the date of the
AGM.
During 2009 there were no major transactions which materially affected the
HDFC’s net asset base.
Transactions, if any which materially affect the net assets of HDFC are factored in
and disclosed in the quarterly / annual financial statements.
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Corporate Governance Principles
10.4 Availability of
Board Sub-committee
Chairman at AGM
11. Accountability
and Audit
11.1 Financial Reporting Statutory and
Regulatory Reporting

Pronouncement Adoption /
Reference
Compliance
Status
SEC & ICASL–C 1.4 Adopted

Level of Compliance / Extent of Adoption

SEC & ICASL – D 1, Complied

HDFC reports a balanced and fair assessment of its financial position for the year
ended 31st December and at the end of each quarter.

SEC & ICASL- D
1.1,
CBSL Rule 3(8)

The Board ensures that all Chairmen of the Board Sub-committees are present at
the AGM to reply to any queries raised by shareholders

In the preparation and in the presentation of quarterly and annual financial
statements, HDFC prepares and presents Financial Reports in conformity with
Sri Lanka Accounting Standards, Sri Lanka Accounting and Auditing standards
Act No 15 of 1995, the Banking Act No. 30 of 1988 and amendments there to. In
addition the Bank has complied with the reporting requirements prescribed by
the regulatory authorities such as the Securities and Exchange Commission and
the Central Bank under Banking Act No 30 of 1988.
The financial statements for the year ended 31st December 2009 and for the
quarters ended have been published in newspapers in all three languages.
The external Auditor of the HDFC is the Auditor General.

11.2 Directors’ report
in the Annual Report
11.3Declaration by the
Board that the Business is a going concern
11.4 Statement of
Directors’ responsibility on the preparation
and presentation of
financial statements

SEC & ICASL – D
Complied
1.2
SEC & ICASL - D 1.2 Complied

The Director’s Report is given on page 79 to 83 of this Annual Report.

SEC & ICASL - D 1.3 Complied

The Statement of Directors’ Responsibility for Financial Reporting is given on
page 91 of the Annual Report.

SEC & ICASL - D 1.4 Complied
11.5 Management
Report in the Annual
Report
11.6
Summoning SEC & ICASL –D 1.6 Complied
an EGM to notify serious loss of capita

The Report forms a part of the GM/CEO’s Review of Operations and is given on
page 12 of the Annual Report

This is given on the Directors’ Reports on page 82 of the Annual Report.

Holding an EGM is highly remote. However, if there is any necessity, an EGM will
be called for and shareholders will be notified.
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Corporate Governance Principles

Pronouncement Adoption /
Reference
Compliance
Status

Level of Compliance / Extent of Adoption

SEC & ICASL – D 2

Complied

The Board is responsible for maintaining a sound system of internal control,
while monitoring and reviewing their effectiveness continually. This framework
enables HDFC to manage business risks and ensure reliability of the financial
information on which business decisions are made.

SEC & ICASL D-3.1

Complied

The Audit Committee of the Bank comprises three Non-executive/Independent
Directors while the Chief Internal Auditor functions as Secretary to the Audit
Committee.

13.2 Review of the ex- SEC & ICASL D-3.2
ternal Audit Function
and relationship with
External Auditor

Complied

HDFC’s External Auditor is the Auditor General. He is bound by law to display
independence, objectivity and efficacy in ensuring the audit process takes into
account all relevant regulatory requirements.

12. Internal Control
12.1Maintaining
a sound system of
internal control and
risk management

13. Audit Committee and Auditor
13.1 Composition and
Terms & Conditions of
the Audit Committee

13.3 Review of Internal SEC & ICASL – D3.3 Complied
Audit Function and
disclosures of the Audit CBSL 3(6)(ii)
Committee
13.3 Conflict of Interest SEC & ICASL,
Complied
CBSL Rule 3(1)
and

The relevant details pertaining to the above is discussed in the Audit and Management Committee report.
The relevant details pertaining to the above is discussed in the Audit and Management Committee report.

The Directors exercise their independent judgment on issues of strategy, policy,
resources and standards of conduct, instituting necessary steps to avoid any
conflicts of interest that may arise from any transaction pertaining to HDFC, with
any person who shall be considered a related party (according to definition of
Banking Act).

CBSL Rule 3(7)

13.5 Disclosure of Con- SEC & ICASL –D 4.1 Complied
fidential Information

Being a Licensed Specialized Bank, HDFC has a prime responsibility to maintain
high confidentiality about its customers and other stakeholders. Therefore,
HDFC has adopted a policy that prevents the disclosure of confidential customer
information to any external party.
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Corporate Governance Principles
13.6 Minimum Disclosure in the Annual
Report

Pronouncement Adoption /
Reference
Compliance
Status
SEC & ICASL –D 4.1 Complied

Level of Compliance / Extent of Adoption

SEC & ICASL –D
1.3

Complied

Compliance with applicable Accounting Standards and regulatory requirements
is reported in the Directors’ Responsibility Statement for Financial Reporting on
page 91.

Complied

The Directors confirmation on the efficacy of the internal control mechanism
for the financial reporting system and compliance to accounting principles and
regulatory requirements is detailed on earlier pages.

SEC & ICASL – D 2

SEC & ICASL– A
7.3, B 3.1

14. Shareholders
14.1 Institutional
Shareholders

14.2 Individual Shareholders

Complied

Being a Licensed Specialized Bank, HDFC has a prime responsibility to maintain
high confidentiality about its customers and other stakeholders. Therefore,
HDFC has adopted a policy that prevents the disclosure of confidential customer
information to any external party.

Profiles of the Directors are given on page No 8 while Directors’ transactions with
the Bank have been disclosed in page No 108 in the Financial Statements. Total
remuneration and fees paid to Directors is found on 102.

SEC & ICASL –D 1.2 Complied

There were no material non compliance to prudential requirements, regulations,
laws and internal controls affecting HDFC

SEC & ICASL – E 1

Institutional shareholders are encouraged to use of their votes.

SEC & ICASL – F2

Complied

Complied

Further they are encouraged to translate their voting exercise and also seek
independent advice on investing or divesting decisions
Individual shareholders are encouraged to participate and exercise their voting
rights at General Meetings
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Corporate Governance Principles

Pronouncement Adoption /
Reference
Compliance
Status

15. Relevant
Disclosers, as per
the Colombo Stock
exchange directions on Corporate
Governance.
15.1 Board of Directors Rules 6.1 (a)
Rule 6.2 (a)
Rule 6.2 (b) of the
CSE listing rules.

Complied

Level of Compliance / Extent of Adoption

The HDFC confirms that,
i. The Board of Directors of HDFC comprises the mandated number of Non-executive Directors in accordance with Rule 6.1 (a) of the CSE Listing rules.
ii. The Board of Directors of HDFC consists of the correct number of Independent
Non-executive directors in accordance with Rule 6.2 (a).
iii. Mr. S. M. M. Yaseen, Mr. W. A. T. Fernando, Mr. W.J. L. U. Wijeyaweera, Mr. P.
Sumanapala, Mr. M. M. Abul Kalam, Mrs. K. W. P. Dayarathna, Mr. S. Kannangara
and Mr. U.N. Jinasana, submitted their declarations as Non-executive/Independent Directors and Mr. A. W. Dayananda submitted their declarations as Nonexecutive/Non-independent Director in accordance with Rule 6.2 (b) of the CSE
Listing Rules, (as he is the Director appointed by N.H.D.A, the major shareholder
with a significant shareholding of HDFC).

15.2 Disclosures reRules 6.5(a) of the Complied
garding Remuneration CSE listing rules.
& the Remuneration
Committee

Note : According to the HDFC Act aforesaid, the Board comprises Non-executive
Directors only.
HDFC Confirms that,
i. The Remuneration Committee comprises the correct number of Independent
Non-executive directors in accordance with Rules 6.5(a)
ii. A dedicated Remuneration Committee was formed in accordance with Rule
6.5(a) comprising Mr. S. M. M. Yaseen, Mr. W. J. L. U. Wijeyaweera and Mr. P.
Sumanapala
iii. Mr. S. M. M. Yaseen (a Non-Executive Director) was appointed as Chairman of
the Committee by the Board of Directors in accordance with (Rules 6.5(a)
iv. The functions of the Committee is to determine remuneration packages applicable to the CEO/GM and other Corporate Management Members of HDFC.
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Corporate Governance Principles
15.3.Contents under
the Audit Committee
Report

Pronouncement Adoption /
Reference
Compliance
Status
Rules 6.6(a)
Complied
Rule 6.6(b)
CBSL Rule 3(6)
of the CSE listing
rules.

Level of Compliance / Extent of Adoption

HDFC confirms that
i. the Audit committee of HDFC comprises the correct number of Independent
Non-executive Directors in accordance with Rules 6.6(a) with the appointment
of three Non-executive/Independent Directors namely Mr. Ajith Fernando, Mr. P.
Sumanapala and Mr. U. N. Jinasena to the Audit Committee.
ii. A dedicated Audit Committee was formed by the Board in accordance with CSE
Rules.
iii. Mr. Ajith Fernando, a Non-executive/Independent Director of the Board was
appointed as Chairman of the Committee in accordance with Rules 6.6(a)
iv. Mr. W.A.T. Fernando and Mr. U. N. Jinasena were the Non-executive/Independent Directors who are the members of a recognized professional accounting
body (Rule 6.6(a)) and was appointed to the aforesaid Committee in accordance
with Rule 6.6(a), fulfilling the requirement that one member of the Committee
should be a member of a recognized professional body.
v. As a bank functioning under the Finance Ministry, HDFC’s Audit Committee
attends to functions mentioned in Finance Circular No 1A1/ 2000/1. In addition, the Committee engages in the following functions in accordance with Rule
6.6(b) of the aforesaid Rules and CBSL Rule 3(6).
• Oversee the preparation, and adequacy of disclosures in the financial statement
in accordance with Sri Lanka Accounting Standards.
• Oversee the company’s compliance with financial reporting requirements,
information requirements of the Companies Act and other relevant financial
reporting related regulations and requirements.
• Oversee processes to ensure that the Company’s internal controls and Risk
Management is adequate to meet the requirements of the Sri Lanka Auditing
Standards.
• Assess the independence and performance of the Company’s external auditors
vi. The GM/CEO and DGM (Finance) attend all Committee meetings.
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Making a difference to the lives
of the pe ople and the development of the country

business objective is providing shelter through affordable housing, the
foundation upon which our economic and social sustainability ethos
has been constructed upon. HDFC thus plays a significant role in creating an enabling environment for affordable quality housing and thus,
in a macro sense, shaping the future of the nation.

Preamble
This sustainability report records as comprehensively as possible the However, housing begins with construction which involves the inputs
initiatives employed by HDFC towards sustainability issues for the pe- of capital, energy, water, raw material, resources and dealing with large
riod January 01st to December 31st 2009. This is our third attempt at a amounts of solid and liquid waste. It also has a permeating adverse
sustainability report and each year we have striven to improve upon our impact on the environment and prevalent eco-systems if resources
imperatives and be more inclusive in our approach to our stakeholders.

are not management properly. Sustainable construction therefore re-

One of the newer initiatives employed this year is the close alignment to
Global Reporting Initiative (GRI) Guidelines which help us to quantify the
effects of our sustainable practices, including the index of comparative
information for the last two years. The report also includes a summary
of sustainable indices we have developed to monitor our performance
in relation to diverse stakeholder interests, disclosing our sustainability
development objectives for the year ahead. While we qualitatively continue to develop, improve and reinforce the ethos imbued within the GRI
Guidelines, we also recognize that by attempting to report on our sustainability initiatives, our stakeholders are able to gain a comprehensive
view of our policies, interactions and processes, while for us, the report
enables us to critically look at ourselves, analyze the gaps and attempt to

mains paramount to our attempts of creating affordable shelter. Our
philosophy and the culture we try to inculcate is that the end result of
the house must be the fruition of sustainable construction, where the
practices and materials employed and used should have minimum impact on the surrounding environment, have managed waste astutely
and be a home that is a strong foundation to developing the family
housed within. It must also be remembered that clusters of homes
form neighbourhoods, which in turn grouped together form townships
and cities. Therefore, we strive to ensure that our business fundamentals are within the principles of sustainability and will meet HDFC’s
overarching objectives of enhancing national housing stock and home
ownership.

bridge those for a more holistic approach to sustainability.
Through this report, we attempt to offer an integrated view of the Com- HDFC Business Principles, drivers and stakeholdpany’s performance from the triple bottom line precept of economic, ers
social and environmental facets, where stakeholders from employees to
community, customers to valued business partners, shareholders to the
nation at large become a part of the HDFC journey. Our primary sustainable development platform is in housing, a facet included in the United
Nations Millennium Development Goals and one that fulfils a primary
need of human kind.

Our core stakeholder groups, identified below are inextricably linked to
the business principles we inculcate within our daily operations. The
principles are driven to deliver value to them and in turn, identify future risks and opportunities and help us to collate information on the
returns we gain on our social and environmental investments.
Government – With shelter for the nation being the overarching re-

What Sustainability Means to HDFC

sponsibility of a government, the state remains a primary stakeholder

Sustainability is a core determinant of economic and social develop- at HDFC as it provides the apt enablers for us to meet our ultimate goal
ment to introducing lasting social and economic benefits. Our primary of housing
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Shareholders – Whose investment and continued commitment to ensuring that the Bank has a firm foundation to give the nation sustainable
housing remains a priority
Customers – For whom the ultimate objective is to own a house and
where the option of quality but affordable housing has been presented
by HDFC .

Communities – Who have wholeheartedly supported us to ensure
that their shelter needs are met and wherein we strive to harness
meaningful social relationships that will create mutual upliftment of
lifestyles.

Our Team – Whose input into ensuring the sustainability of HDFC creates a solid foundation for the furtherance of the Bank, which in turn
has created a knowledge enhancing culture to create a dynamic and

Photo (5)

motivated team.

Photo (3)

The Environment – Ensuring that the processes we adopt and use
are sustainable and will have minimum impact on eco systems and the
environment

Valued Business Partners – Those wholeheartedly committed to being a strategic partner in ensuring that HDFC meets its goals.
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Making ourselves accountable through the process
of Sustainability Reporting
CEO’s Statement
Infrastructure development, especially the construction of towns and We strongly believe that corporates must be more aware and thereby
cities continues to pose a negative impact the environment. With towns accountable and responsible for its role in climate change and we in
and cities made up of homes and communities, the impact on eco sys- turn, will be more attuned to the challenges it poses in 2010. Our plans
tems due to congestion, increasing waste and also unmanaged use of for the year ahead therefore, will be on further strengthening sustainnatural resources can be devastating, leaving little hope for future gen- able construction, in conjunction with minimizing the impact that the
erations. As a responsible corporate citizen, HDFC strongly believes that complex issues of global climate change, waste and energy usage will
sustainable construction, built on strong best practices and principles have on the furtherance of life on this planet.
must be inculcated into construction of housing, while ensuring quality
and affordability remain at the core.

Sustainability to HDFC is about promoting housing development finance

…………………………

in an equitable and sustainable milieu, where the interests of our stake- Suresh Amerasekera,
holders are fulfilling both socially and in an environmental context. It is CEO/General Manager
a concept that gives the Bank a framework that will help the development of the nation at large through sustainable housing and poverty
reduction, while also assisting in managing climate change. This gave
us the opportunity to make a series of commitments, as profiled in this
Sustainability Report, that will integrate sustainability as a core value
and point of reference for our operational and corporate structure.

The Board of Directors approved a framework of environmental policies,
while in tandem, appointed two executive committees to organize and
develop sustainability practices and CSR projects. Several programmes
were developed to improve awareness on saving natural resources and
reduction of emission among our team, while two community awareness programmes were launched to promote sustainable city planning
and environmental protection in collaboration with the UN Habitat Sri
Lanka Office and the Ministry of Education.
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Sustainability Commitment and
Governance
Due to our primary objective in providing quality affordable housing to

due to natural or operational failure, and details instructions for emer-

the lesser privileged segments of society, where obtaining a housing

gencies.

loan from a regular bank will be considered a near impossibility, HDFC is

In addition, we established a Disaster Management Center to alleviate

perceived by society as a responsible entity, which has at its core, an obli-

any risk pertaining to a major natural or accidental system failure, de-

gation to empower marginalized sections of society. We have prioritized

struction or damage, as a facet of the business sustainability manage-

financing the housing of needy individuals, which within communities

ment initiatives guided by the Central Bank.

has a significant impact in catalyzing economic growth, reducing poverty and promoting social equity and has gained us a social license as a
market leader in lower and middle income groups.

Corporate Plan
The initiation of the Corporate Plan for HDFC emphasizes our commitment to implementing transparency, accountability and governance tenets into our daily operations while ensuring that we create an enabling
environment to meet our vision. The Corporate Plan quantitatively and
qualitatively charts a course for the Bank.
HDFC completed the imperatives laid out in its second corporate plan on
31st December 2009.
Currently, the three year Corporate Plan from 2010 to 2012 is being formulated.

Governance and Risk Management
While a comprehensive and detailed report on corporate governance
and risk management initiatives pertaining to HDFC is found within the
main annual report, it is pertinent to mention that HDFC considers compliance a priority in its everyday operations. While strict monitoring and
control imperatives are in place within the organization, we also adhere
very strictly to guidelines and standards laid down by regulatory bodies
and statutory authorities for governance and risk management policy
and strategy. These are imbued further within the Corporate Plan and
Business Continuity Plan. The latter is aimed at managing business risk
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Sustainability Vision and Core
Values
As mentioned in the CEO’s Statement, in 2009 the HDFC appointed a Sustainability Executive Committee to drive sustainability within the organization. This creates a top-down approach and a commitment from the
Board and top management to the core principles of sustainability and
the imperatives it entails.

HDFC’s Sustainability Vision and Core Values were being formulated and
will be cascaded to the team and relevant stakeholders in 2010.

Who Drives Sustainability

CEO/General Manager

Sustainability Executive
Committee

DGM(Finance)

Two Members from the Division of BD &MKT

CSR Executive Committee

One Member from Internal
Audit
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Manager HR

One Representative
from Trade Union.
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Contributing Towards Economic Sustainability
In Managing Human Settlements

ating dwellings, is also an employment generator, poverty alleviator,

Access to safe and healthy shelter is essential to a person’s physical, psychological, social and economic well-being and should be a fundamental part of our national development action plan. The right to adequate

social equalizer and a wealth creator. Taken in this dynamic, HDFC is
a vibrant contributor towards the management of human settlements
around the country since its inception two and half decades ago.

housing is a basic human right and is enshrined in the Universal Dec- The aggregate number of loans granted as at reporting date are
laration of Human Rights and the International Covenant on Economic, 119,196 and the value of total loans granted since 2000 is in excess
Social and Cultural Rights. Decent housing therefore, is one of several di- of Rs 20.5 Billion, while of these advances, more than 90% of the famensions used to assess the physical quality of life and economic growth cilities were extended for low and middle income groups, whose high
of a country, in meeting the United Nations Millennium Development aspirations of owning a home have been achieved.
Goals (MDGs). The scale of development in Sri Lanka is on par with middle income countries in terms of universal primary school enrollment,
gender parity in primary and secondary enrollment and universal provision of reproductive health services. Housing conditions too has seen
substantial improvement compared to the early 1980s, especially in the
areas of better housing material and access to electricity, safe water and
sanitation.
The National Housing Policy emphasises the need for encouraging private sector participation, utilising government lands into higher and
better uses, while maximising the use of the existing housing stock by
providing basic services. While the private sector serves the need for the
middle and high income groups, it is entities like HDFC which is mandated to facilitate housing for the low income families. An active system
of housing finance provides real economic benefits and positively affects
savings, investment and household wealth. It provides an investment
option for long term funds in the economy as an alternative to investment in treasury bonds. Housing requires large quantities of resources
including labour and significant capital infusions and hence, while cre-

AGGREGATE SERVICE
Year

2009

2008

2007

2006

2005

Loan Volume

119.196

113,219

107,660

98,099

84,410

Loan Volume- Rs M

20.5

19,278

17,860

15,237

11,761
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Contributing Towards National
Housing Stock

Prioritized Services for the
Needy

During 2008 and 2009, HDFC experienced a slowdown in performance HDFC’s primary objective has always been to serve lower and middle incompared to the previous three years, primarily due to risk management come groups to meet their needs of housing finance and allied services.
strategies employed in the follow up to the challenging macro economic With the majority of the population in Sri Lanka coming under these inenvironment stemming from high inflation, tight monetary policies, come categories, there’s a palpable lack of supply to meet the demand
alarming interest rates and the global financial crisis. Contribution to for housing. 55 per cent of the rural population and 8 per cent of the
change in GDP from the Banking, Insurance and Real Estate sectors de- urban population live below the poverty line and on average, 23 per cent
clined 10.9 per cent in 2007 to 9.5 per cent in 2008. Contribution to of the total population survive below the universal poverty line, with an
change in GDP from the industry sector declined from 31.6 per cent in income that’s totally insufficient to meet the cost of housing (Sri Lanka
2007 to 28.3 per cent in 2008. All these macro economic indicators reg- Development Policy Review 2002, World Bank). The majority of the popistered a significant influence on the performance of HDFC in 2008 and ulation coming under this category has to contend with restricted access
2009.

to credit facilities offered by commercial banks or financial institutions

In 2009, we granted 5,977 facilities to a total value of Rs 1.4 Billion, com-

due to inadequate collateral and proof of income.

pared to 5,559 loans granted in 2008 for Rs 1.418 Billion. These facilities While more than 75 per cent of the approved loans are granted to low
were extended for house construction or purchasing of a house, purchas- and middle income groups, about 44 percent of the loans approved is
ing and construction of a house, redemption of housing loans obtained for less than Rs 200,000. Loans between Rs 200,000 and Rs 500,000
at high interest rates, renovations and repairs and extensions to existing are accounted at 31 per cent. The emphasis on this distribution of the
structures.

loan portfolio reflects our broadened view of social responsibility toward

During the year under review, HDFC improved Sri Lanka’s national hous-

servicing the needy groups of the country.

ing stock by approximately 5,362 new houses comprising an aggregate
square area of 7.5 million at a construction value of Rs 2.099 Billion. Of
the construction value, HDFC financed approximately for Rs 1.128 Bil-

SERVICING THE NEEDY GROUP 2009
WIG
26%

lion, with Rs 200 Million extended for the purchase of constructed dwell-

LIG
43%

ings and Rs 76 Million given for other housing related financial commitments.
With this input, HDFC has assisted over 5,977 families to own a home
and in excess of 24,000 to fulfill their need to obtain housing, around
the country.

Prioritized Services for the Needy

LIG
MIG
IG

2009
%
44
31
26
100

2008
%
42
34
24
100

2007
%
52
31
17
100
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Promoting Home-ownership

District Disbursements

Provincial distribution of Service

With the price of land and housing spiraling upwards in the Colombo

Increasing urbanization has seen the burgeoning of urban dwellers, ris-

lenge to meet their housing needs, HDFC concentrated on extending

ing sharply at 3 per cent per annum. This trend is significantly reflected

22 per cent of the disbursement of its loan portfolio to the Colombo

in the Western province due to the large number of immigrant families

district. HDFC has a pervasive branch network of twenty all around the

which has triggered land and construction labour prices within the prov-

country with a presence in every district. The second highest disburse-

ince rising to unaffordable proportions. Given these emerging trends, in

ments was made for the Gampaha district with a special programme

2009 HDFC opened two new customer services centers in the Western

launched in the North Central Province, mobilized through the Anurad-

Province, granting a total of 2,418 loans representing 40 per cent and 54

hapura District Office.

district and the increasing population in the district finding it a chal-

per cent in volume and value of loans respectively. Of these, 75 per cent

Provincial distribution of Service -2009

of the loans were granted to the middle income group, with loans for
new construction representing 87 per cent, home purchases 6 percent
and other housing related loans at 4 per cent.

Western
Central

The Southern Province saw a disbursement of 40 per cent and 21 per

Southern
Eastern

cent in the Central Province. The balance disbursements were distribut-

Wayamba

ed in the Eastern, Wayamba, North Central, Sabaragamuwa and Eastern

North-Central

Provinces. It is pertinent to mention that we did disburse a large volume

Uva
Sabaragamuwa

of …. Per cent to lower income groups which has resulted in a considerable positive impact in the living standards of that segment of society.

Provincial distribution of Service -2009
Province

2009

2008

Kegalle
Ratnapura
Moneragala

2007

Loan

Loan

Loan

Western
Central

2418
1285

2442
991

4274
1266

Southern
Eastern
Wayamba
North-Central
Uva
Sabaragamuwa

456
153
592
224
434
415
5977

384
159
471
260
385
192
5284

926
391
1150
504
657
505
9673

Badulla
Anuradhapura
Kurunegala
Ampara

Series3

Hambanthota

Series2

Matara
Galle
Nuwara Eliya
Matale
Kandy
Kalutara
Gampaha
Colombo
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Employment Generation and
Poverty Alleviation
While our team has 364 within its permanent cadre, we are proud to
be the enabler in generating approximately 4,845 indirect employment
opportunities all around the country due to construction related activities initiated by our housing loans. These are opportunities generated
in carpentry, masonry and other related activities. (Central Bank of Sri
Lanka data)

The construction industry is a primary employment generator and according to the Central Bank of Sri Lanka created a total of 562,000 job
opportunities countrywide representing 7.4% of the total employment
market in 2009. Total advances into the housing industry from commercial banks stood at Rs 167.8 billion. HDFC contributed 1.404 Billion for
personal housing needs over nine provinces.

Employment Generation and Poverty Alleviation
Employment
Generation

Western
Central
Southern
Eastern
Wa yamba
North Central
Uva
Sa bara gamuwa
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Our shareholders add impetus
The investment commitment continually displayed by our shareholders
has always added impetus to our macro vision of providing quality affordable housing. Similarly, we have striven to ensure that the returns
gained by our shareholders will remain consistent and even in years that
have been challenging, we have, through past records, maintained that
we are poised on a strong path of being a going concern. This instills
confidence in our shareholders. While creating wealth for our shareholders is a priority in the triple bottom line reporting concept, we also
remain cognizant that by creating a sustainable organization that’s
driven on the three platforms of economic, social and environmental
sustainability, our shareholders in turn will be proud to claim ownership
in a respected entity steeped in values, ethics and principles.
Our primary shareholding is with the National Housing Development Authority with the minority stakes held by both individuals and respected
institutions with Legalinc Trustee Services and DPMC Financial Services
holding 5.39 and 3.39 of the shareholding respectively. We are also
proud to be the first bank in Sri Lanka to have instituted an Employee
Share Ownership Programme last year which divested 5 per cent of the
Bank’s ownership with our team.
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Creating value for our customers and
valued business partners
We are an ISO certified entity, one of the first in the country in this industry to gain certification. This alone emphasizes the commitment and
dedication we have maintained throughout to ensuring that standards
and quality are a pre requisite to stressing customer service tenets and
principles which form the trusses to strengthening a sustainable organisation.
Judging by the customer response we have continued to receive over the
years and the increase in our customer portfolio YOY, HDFC has maintained and strengthened our position as being among the best in customer service. This has been further augmented through state of the art
technology, innovative products and the infusion of service excellence.
Our ethos is to deliver above expectations and create a culture of best
practice, quality, compliance and productivity to enhance our relationships.

Our Quality Policy
HDFC Bank shall constantly strive to innovate and deliver
total financial solutions to satisfy customers beyond their
expectations in their home and lifestyle needs
This will be driven by
Caring customer service, anticipating requirements and
delivering proactive solutions
ISO 9001:2000 based quality Management System and
enhancing potential of our staff through Motivation, Development and Recognition
State of the Art Information Technology and Communications
Systems coupled with continuous improvement based on
effective measures and efficient processes

53

HDFC Bank - AnnualReport 2009

Customized Solutions

HDFC’s service tenets are built upon delivering customized solutions

Our vision is to improve ‘The Physical Quality of Life through Sustainable

requirements, levels and patterns of income, economic activity and

Living’, which holistically encompasses domestic, social, cultural and

available collateral, products and services are delivered for construc-

economic facets for sustainable development, which in turn permeates

tion, redemption and extension loans for the physical development of

prosperity and value creation for the nation at large. Our loans therefore

houses. Our services therefore have now extended to Home Finance,

convert an aspiration into a reality, making an impossibility - a possibil-

enabling customers to purchase household appliances, furniture, fit-

ity. Our aim is to convert a mere brick and mortar structure of a house

tings, amenities and accessories. We have also extended our services

into a home where quality of life remains paramount for the wellbeing

to members of the Employees’ Provident Fund which this year saw a

of our customer within.

mobilization of 3,134 facilities, compared to 2,110 granted last year.

delivered via service excellence. Collating a customer’s individual

Purposes of Service

Loan Products

Deposits/Savings Plans

* Construction
* Purchase of a house/Flat
* Purchase and Construction
* Redemption existing high interest loans
* Extension and Reconstruction
* Renovation, Repairs/improvements
* Purchase of residential lands
* Purchase of electrical fittings.
* Purchase of House hold Accecessries.

* Kedella
* Shrama Udana
* Guru Sevana
* Sirisara
* Thilina Home Loan
* HDFC Home Loan.
* Project Loans

* Thilina
* Thilina Rakawarana
* Prethilaba
* Vishrama Udana
* HDFC Dana Nidhana
* HDFC Fixed Deposits
* HDFC Mobile Savings

Customized
Service
Customer
General Mortgaged Customers
EPF Members
Government
Teachers
Farmers
Doctors & professionals
Government Employees Low Int
Local government employees
Existing Customers (Home Loan)
Personal Guaranteed Customers
Other

2009

2008

2007

No
No
No
Loans Loans Loans
636
1028 2291
3134
368

2110
889

3336
1294
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3

Purpose-wise services provided
Construction
Purchase
Renovation/repair
Redemption
Home Loan

10

25

16

464

1

25

36

560

313

400

680

785

1550

563
5977

336
5559

187
9561

2009
2008
2007
Loans Rs (M) Loans
Rs (M) Loans
Rs (M)
5,197
350
52

1,100
200
13

4,449
513
246

914.45
344.22
18.94

7,643
1,137
338

1,768.79
700.26
25.71

166
212
5,977

28
39
19.26
52
19.32
63
312
121.33
391
108.83
1,404 5,559 1,418.19 9,561 2,622.91

Housing Project Loans

With a view to encouraging sustainable development of the industry and in creating an
affordable housing culture, it is imperative that HDFC maintains a product portfolio that
encompasses the diverse mix of customers that we possess. We also recognized that a
dearth existed for project finance facilities targeted at real estate and property developers,
a niche we fulfilled in 2009 with the establishment of a dedicated project loan division. This
division is positioned to offer comprehensive support services for real estate developers in
the specialized areas of valuation, legal, technical, preparation of projects and feasibility
reports and in obtaining approval from the Condominium Management Authority (CMA).
During the year, HDFC granted Rs 241 Million from this project loan division for property
developments.
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Customer Satisfaction
Continually striving to create a product and service portfolio that will
augment our positioning in the housing development market and meet
customer expectations, HDFC’s product development however is done
through a comprehensive study and analysis process in order to gauge
customer wants and needs.
Based on these findings, HDFC introduced two new products in 2009,
Thilina Rakawarana and a reward of a Lanka Bell telephone for those
opening Term Deposits with HDFC, both of which have been successful
but will bear fruition only in 2010.

Initiative

Description & Objective .

Targets & Achievements

Thilina Rakawarana

A unique minor savings plan designed to mobilize low
cost long term funds for financing housing loans. The
product is focused towards children under 12
An agreement signed with Lanka Bell offers a free Lanka
Bell Phone to individual customers who maintain a three
year or more fixed deposit. The objective is to build a long
term deposit base
Expanded Palm Top operations to all branches and
enhanced capacity for up to 58 units and operators,
providing a door step service to customers
An agreement signed with Western Union to distribute
customer remittances through HDFC Branches, aimed at
cascading reach to the Sri Lankan diaspora and improve
fee based income
Lanka Bell customers are able to pay bills at either HDFC
branches or through our Palm Top Banking service,
enhancing fee based income and augmenting customer
service

Results will be accumulated for 2010.

Term Deposits with Lanka Bell
Phones

HDFC Mobile Banking

Western Union Money Transfer
Service

Facilitating payment of utility
bills

Customer Satisfaction Survey
Survey Criteria

2009

2008

Sample size
Responded
Rating of overall service

6000
1490
3.44%
36.07%
35.27%
22.70%
1.26%

6000
1540
2.80%
29.00%
36.00%
30.00%
3.00%

- Excellent
Good
Fair
Unsatisfactory
Poor
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Results will be accumulated for 2010

Improved savings base by 63% during the
year
Results will be accumulated for 2010

Results will be accumulated for 2010
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Initiatives Improving Customer
Reach
During 2009, HDFC launched a number of initiatives that would enhance
its customer reach, advantageously posting noteworthy growth patterns
in its performance figures. Savings saw an increase of 63 per cent, while
the deposit fund had a growth of 42 per cent and the savings customer
portfolio also saw an incline of 25 per cent. Some of the initiatives employed to augment customer reach are given below:

Initiative

Description & Objectives

Targets and Achievements

HDFC Call Center
Operation

To improve quality of service through quick response time for
inquiries on loans and deposits
The 25 per cent growth in savings accounts reflects that customer
satisfaction has been improved substantially
Adding to customer conveniences, Saturday banking was introduced this year
The launch of three savings promotions every month which covers
all branches with the significant feature of staff volunteering their
services

Results will be accumulated for 2010.
Improved savings base by 63% during the
year

Saturday Banking
District Savings Promotion using mobile
units

Customer Recognition Families of loyal savings customers were invited to Head Office
and felicitated with gifts and awards by the Chairman and CEO
Customer Get -together

Select branches held customer relationship strengthening initiatives by organizing customer get-togethers which also involved
meeting the management

Capacity Development and Upgrading
Customer satisfaction can only be attained if the platforms of customer
service are based on continuous improvement. This includes continued
development and upgrading of operational capacity, procedures and delivery channels in tandem with motivating our team by providing a more
enabling physically pleasing environment to work within.
56

Even in turbulent market conditions, the fact
that HDFC granted 5,977 loans is significant
Target was to improve awareness of products
and service among the public in a cost effective manner, which resulted in 42 per cent
growth in savings and deposits funds during
the year
While improving customer relationships, it
also resulted in a 25 per cent growth in the
savings customer base
Enhanced customer reach and satisfaction
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Expanding Reach and Enhancing
Capabilities

Our Suppliers

Capacity Development

2009

2008

2007

2006

Permanent Work Force
Promotional Assistants
Branch Network
ATMs
No of PCs/Staff

364
58
26
10
69%

289
24
21
4
63%

286
5
20
0
54%

290
0
20
0

Given our business and operational profile, HDFC’s interaction with
suppliers is limited although, even for that limited portfolio, we strive
to be a strategic partner in their interaction with us. We have therefore implemented a comprehensive system that’s built on the tenets
of transparency and accountability, where controls and monitoring are
built in, to ensure that suppliers are treated with meritocracy. HDFC
also follows tender and procurement procedures built stringently on
standards, high levels of transparency and controls and have thus has

Five new fully fledged customer service centers were opened in Embilip- not had any major supplier complaints in the last two years.
itiya, Horana, Piliyandala, Nugegoda and Hyde Park Corner Colombo
complete with ATMs and the brand new HDFC contemporary exteriors.
The new modern branches, which also encompasses some of the older
branches relocated to new premises refurbished with the contemporary
design which we consider a facet of creating value for our customers.
Further, as a new concept in providing better service to the thousands
of railway commuters, the HDFC Nugegoda Branch is located on the first
floor of the Railway Station, while Hyde Park Corner Branch was opened
within HDFC owned premises.
To augment our customer service touch points, we expanded the ATM
network by seven new locations and also signed an MOU with Sampath
Bank to enable our customers to use their 183 strong ATM network.
Human capacity was also enhanced with new recruitments to service
our expansion programme, details of which are found in the HR section
below.
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Environmental Impact

cial goals should not override the need to conserve the country’s bio
diversity, culture and overall uniqueness.

Construction impacts the environment primarily due to the massive use
of resources, energy and water which if not managed properly, will negatively impact the surrounding eco systems. Sustainable construction
therefore is an imperative in ensuring better shelter prospects for the nation, as in building communities, we also develop townships which are
the pathway to infrastructure development and subsequently economic
upliftment. These must all balance the impacts that each stage will have
on the environment ensuring that minimal damage is done while construction is in progress and that maximum consciousness is maintained
to put back what is taken out of the environment.

In this context, HDFC shall ensure that it grants facilities only against
or for properties that are duly approved by the relevant local authority
or regulatory body, but also for those in compliance with development
regulations and environmental standards. Construction loans will be
granted only for housing plans prepared and approved by adequately
qualified building planners, in compliance with prevalent legislation
and requirements of the relevant regulatory bodies, while at the same
time meeting community environmental standards.

2- Promoting Affordable housing

The Bank’s commitment to environment and social sustainability in- HDFC shall educate and encourage customers on affordable and suscludes an effort to minimize the environmental impact that the dis- tainable design of houses which mitigates the negative impacts of debursement of loans and its daily operations would have. We are also velopment and create a milieu of healthier and more resource efficient
serious about reducing our carbon footprint and therefore are currently construction. Projects with better energy and water management apcreating pathways that will spur sustainable construction and the ju- proaches will gain more advantages during project appraisal.
dicious use of resources. We have thus instituted a series of measures
beginning internally and with the participation of our team to reduce 3-Emission control

our carbon usage via power, energy, water and better environmental HDFC will be committed to minimize emissions both directly and inpractices within the organization. This is being done simultaneously directly, measuring and monitoring staff and customer traveling by
with establishing indices for measuring our commitment towards the reducing fuel consumption and thus minimizing carbon emissions.
implementation of sustainable housing practices and economical use of
resources. In addition, indices are also being mapped to monitor vehicle

4-Natural Resources Utilization

energy usage and staff travelling as a measure of increase efficiency and HDFC is committed to conserve global resources by astutely managing
managing resources better.

fuel, electricity, water and paper consumption throughout its operations, promoting in-house resource saving programs and ensuring that
paper, will whenever possible, come under the 3R concept of reduce,

HDFC Environmental Policy

reuse and recycle.

In December 2009, the Board adopted a comprehensive Environmental
Policy to guide the team in their day to day operations and to instill a
commitment towards environmental sustainability.

5-Sustainable Supply Chain Management
The Bank will procure whenever possible, recycled products within
reasonable cost boundaries. Consideration will also be given to envi-

1-Environmental Regulations and Legislation

ronmental criteria in the awarding of contracts to prospective suppliers

In carrying out business, HDFC should be mindful of balancing environ- and the selection of products for all HDFC operations.
mental needs with human needs. The desire to achieve corporate finan58
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6-Community and Employee Awareness
HDFC will ensure that every employee fully comprehends the importance of incorporating environmental consideration into their daily business activities whenever appropriate. We also encourage employees to
reflect their commitment to the environment by supporting staff driven
volunteer programs for improving in-house greening and educating lo-

% of Local Author- Nil
ity Complaints /
total construction
loans
% of environmen- Nil
tal dispute / total
construction loans

Nil

Nil

cal communities on environmental conservation and preservation.

Promoting Sustainable
Construction

Promoting Sustainable Housing

Gathering our pool of knowledge and experience, it is apparent that HDFC takes its role as a leader in sustainable construction practices
sustainable design and construction are key contributors in mitigating seriously and believes that the youth and children of Sri Lanka must
the negative impact of development and in promoting more resource be made aware of the need for these practices to be imbued now for
efficient construction. The concept of sustainable design and construc- future benefit.
tion is encouraged among our home loan customers, where building
plans are approved by relevant local authorities and will include compliance for both health and environment. All plans must be formulated
by adequately qualified planners while for all mortgage loans, relevant
authority approval for allocation of infrastructure such as road ways,
smooth flow of water, assurance of uninterrupted power supply, solid
waste disposal and rain water drainage must be obtained.
Project loans must comply with all regulatory bodies which as relevant
could be the UDA, CMC, local authorities, the Condominium Management Authority and/or the Central Environmental Authority.

To celebrate World Habitat Day, the Bank organized a city walk together
with the students of Al Hameed College Colombo 2 to promote awareness on the importance of maintaining a conducive city environment
which is healthy and clean, built around regulations and compliance,
and devoid of unauthorized constructions which takes its toll on the
environment and communities.
‘Planning of your Future City’ was the theme of the art and essay competition ‘THILINA THARU’ organized for school children with the objective of promoting awareness of cultivating sustainable practices and
values for good city living. The competition was organized in collabo-

During the year, the Bank established an internal index to monitor the ration with UN Habitat Sri Lanka Office and the Ministry of Education,
level of compliance with these sustainable development requirements.

2008

2009

% of plan approval 96%
out of total construction loans.
% of plan approval 93%
out of EPF construction loans
% of Site plan ap- 100%
proval out of total
mortgage Loans.

100%

97%

100%
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to commemorate UN Habitat Day.
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Calculating the Environmental
Impact of our Activities

Procurement and Waste Disposal
While the Bank follows the processes set out for procurement of stationery according to governing standards, in compliance with the Bank’s

Electricity, Water and Fuel Efficiency

environmental policy, this year we encouraged the purchase of recy-

During the year, we established internal indices to monitor efficiency of
use for electricity, water and fuel. The Bank also began pursuing addi-

cled photocopy paper and made arrangements for all paper to come
under the 3R concept of reduce, reuse and recycle.

tional energy and water saving initiatives through more efficient lighting systems and maintenance of water and power facilities and air con- During the year, the HDFC provided 400 Kg of waste papers and of editioners. Campaigns have been instituted throughout the entire Bank waste for recycling purpose .
branch network and head office to drive the switching off of electrical Reducing carbon emissions
items at the end of the work day as a means of conserving energy.
Yet another series of internal indices were established during the year
to monitor and control carbon emissions emanating from business
Reducing Paper Consumption
and staff travel. The Bank focused on reducing vehicle running mileage per loan and mileage per Rs 100,000 on savings mobilized.
Managing waste being a priority, the use of paper came under focus this
year. We discontinued the issuance of cheques for loan disbursements
and instead, released the funds into a customer savings account which

The following was implemented to further reduce carbon emissions:

can be withdrawn from an ATM. Interdepartmental and branch memos *. Vehicles to be replaced every five years to maintain energy and cost
have been reduced with communication instituted via emails and intra efficiency
net whenever possible. There has been considerable savings on paper, *. Appointment of an efficient courier service for delivering documents and materials
print cartridges, maintenance of equipment and time spent on distribu*. Replacing petrol vehicles with cost effective diesel vehicles
tion, handling and filing.
*. Authorizing branches to hire local vehicles for business travel

Save Energy & Water and Save
Money

2009

Water consumption Ltr
Water consumption per employee Ltr
Electricity Consumption units
Electricity Consumption Per employee Unts

6218
17.
750659
688

The above initiatives will encourage efficient utilization of fuel and
thereby cost savings would cascade to the Bank’s bottom line, while
encouraging the management of emissions judiciously.

Save Trees and Reduce Emission and Save Money
No of Paper Pkts purchaseD

500

Waste Kgs disposed for recycling
No of papers per Loan approved

400kg
42
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In addition, the Bank committed to reducing average travel
per employee per day from home to office and vice versa. The
calculation of average travel per employee per day is 52 kilometers which will be monitored annually via a travel index. Future
recruitment will be based on the sensitivities of this travel index.
These initiatives will undoubtedly have the following benefits:
• Reduce emissions generated by public and private vehicles
influenced by our operations
• Save energy, time and money which eventually permeate the
economy to its advantage
• Improve staff efficiency and productivity

Save Energy, Money and Climate
Staff Traveling (home-office-home)
Average Traveling Per Employee Per day.-Head
Office- Km
Average Traveling Per Employee Per day-Branch-Km.
Average Traveling Per Employee Per day-Bank-Km
Vehicle Running (Business Traveling)
Diesel Ltr Consumed
No of Km run by Diesel Vehicles
Petrol Ltr Consumed
No of Km run by Petrol Vehicles
Fuel Ltr per loan approved
Vehicle Mileage per Loan Approved

2009
54
50
52
14,219
118,655
12,186
95,811
4
36

Social Sustainability through stakeholder
interaction
Strengthening Our Team
Since HDFC was converted from a Government Corporation to the status of a Licensed Specialized Bank, developing human capital to
reach the lofty standards maintained within the competitive banking environment has been a challenge. A complete transformation
stemming from attitudinal change, increasing productivity, emphasis on quality and aligning vision and mission to customer service
tenets and business strategies became increasing priorities and areas that needed rapid and inclusive training and development.
A comprehensive communication cascade coupled with increased emphasis on training and development saw 75 per cent of the team
adjusting themselves to meet the new challenges and setting themselves goals aligned to our vision to create self empowerment and
a sustainable business. Given that we are an equal opportunity employer wherein race, religion, caste, gender or any other discriminatory profiles are not in our mandate of HR recruitment and development, we also ensure that we follow the ILO guidelines and other
relevant human resource standards and regulations very stringently. We categorically do not condone child or underage labour nor do
we have any gender bias within our organization.
We have now laid the foundation to creating a solid human capital base and are now in the process of building on that to attract,
develop and motivate the right individuals for the apt job in the right place.
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Work Force
2009

2008

2007

A- Corporate Management
B- Snr & Executive Management
D- Executives
E- Non Executive

8
13
169
174

9
11
92
177

9
11
95
171

Total

364

289

286

Work Force
A-Corporate
2%
B-Snr & Executive
Management
4%

E-Non
Executive
48%

D-Executives
46%

Employee Profile
Average Gross Salary
Average Basic Wage
Average Age ( Years)
Average Service Period
Average Absenteeism
Average Medical Consultation
Percentage of women
Percentage of Graduate
Percentage of Professionals ( Including Banking)
Percentage of employees covered by Collective Agreement
Turnover Index

62

2009

2008

2007

57,371
15,849
33
10
10.6%
40,228
46%
21%
41%
98%
4.67%

42,696
17,861
39
11
22,728
52%
17%
34%
98%
1.70%

39,943
17,643
39
11
30,104
52%
17%
34%
98%
1.70%
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Average Age

2009

2008

2007

Corporate Management
Senior Management
Junior Management
Other Staff

50
46.7
40.38
30.36

51
45.7
41.36
38.28

48
45.7
41.36
38.28

Years

Average
Age2009
2009
Average Age
60
50
40
30
20
10
0

Corporate
Management

Senior
Management

Junior
Management

Other Staff

Average Service
Average Service Period

2009

2008

2007

Corporate Management
Senior Management
Junior Management
Other Staff

4,07
12.49
13
9

3.86
10.89
13.4
11.8

3.86
10.89
13.4
11.8

Average
Service
2009
Average
Age 2009

Years

Average Service 2009

14
60
12
50
10
40
8
30
6
4
20
2
10
00

Senior
Corporate
Management
Management

Senior
Senior
Senior
Junior
Management
Management Management
Management
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Other Staff
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Maximizing Potential
Given the challenges we experienced due to the Bank’s profile conversion and the fact that we were now within the orbit of a competitive
banking environment, training and development became the crucial tool for our sustainability as a bank and a business. Recognising that
our team needs to be geared for the challenges ahead, it became imperative that a knowledge gaining culture is imbued into the everyday
operations of the Bank.
Developing knowledge through professional or higher educational initiatives is encouraged and HDFC thus began offering financial assistance to employees to further their professional capabilities, especially in banking and IT. In addition, a comprehensive calendar comprising
both internal and external training programmes was worked on with 375 of the team trained in specialist areas.

Professional Education
No. Staff registered for Banking Exam
No of staff completed banking Ex
No of Lawyers qualified
No of accountants qualified
No of IT qualified
No of Degree qualified
Other

64

2009

2008

2007

54
5
16
49
33
77
130
364

26
2
16
48
32
51
114
289

23
2
16
48
32
51
114
286
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Training offered in specialized fields
No of employees
days

Specialist Area

Training man-Days
Internal

17
72
16
45
104
38
29
20

Banking and Property related Law.
Recoveries administration
Banking Law
HR related trainings.
IT related trainings.
Central Banks rules & regulations.
Introduction Training in Banking Environment
Accounting standards

20
86
14
45
195
65
29
20

5
3
5
6
3
8
2
373

Productivity Development
Introduction of Stamp Duty & Applicable Law.
Regulatory requirements
Anti money laundering
Liquidity Management
Performance Development
Electronic waste managements
Total

5

305

External

16
13
19
14
10
5
3
10
6
3
2
101

Staff Satisfaction Survey
For the first time in the history of HDFC, a staff satisfaction survey was conducted with the objective of determining internal indices for
staff development. A noteworthy 84 per cent participated in the survey, totaling 364 employees conducted via a confidential questionnaire.
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Results of the staff satisfaction survey

% of yes

Are you Happy with Your Job ?
Are you satisfied with your work load ?
Do you believe the work load is equally distributed ?
The leaders in your work environment are positive roll models ?
Your supervisor keep you well informed about what is going on in the Bank ?
Your views and participation are valued ?
Your receive appropriate recognition for your contribution ?
Your salary matches your responsibility ?
Are you satisfied with your understanding of the direction and goal of the Bank?
Would you recommend one of your friends to come and work for HDFC ?

68%
74%
45%
69%
67%
75%
56%
59%
68%
75%

With the results showcasing that an average of 64.2 per cent have mandated that HDFC employee relations are more than satisfactory and
would recommend it as a preferred workplace, we do realize that some gap areas do exist. These include work load distribution at 45 per
cent, appropriate recognition for contribution at 56 per cent and being sufficiently remunerated for the responsibilities at 59 per cent. We
are now in the process of addressing these issues, one of which may involve the introduction of a performance related incentive culture
which will then add more scope to individual capabilities while also instilling a team working culture within the organization.

Staff Motivation
Industrial Relations
A Collective Agreement is signed every three years between the management and the trade unions prevalent within the organization.
With almost 98% of the employees being members of the Ceylon Bank Employee’s Union, staff remuneration and welfare packages are
discussed and agreed to between the management and the trade unions prior to these Collective Agreements being signed. The Bank
and management has maintained an extremely cordial relationship with the trade union, to ensure that a win-win formula is created
for both the Bank and the employees.

The shareholding of the Bank was divested through an Employee Share Ownership Programme launched through an IPO, under which
5 per cent shareholding was issued to staff at a price lower than the market price, based on period of service and grade. It is also noteworthy that the HDFC ESOP is a pioneer among state banks towards employee share ownership and given the dynamism, loyalty and
stewardship displayed by the employees is ample proof that it has been successful.
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Creating a healthy work life balance
Creating a healthy work life balance is necessary to improve productivity and this is facilitated through numerous welfare initiatives including concessionary housing, vehicle and distress loans, insurance, medical schemes and death donations. Staff welfare is also highly
considered by the Bank as a deciding factor in creating a healthy environment.
In addition, extracurricular activities too are encouraged as it creates camaraderie and sense of team spirit among our people. Annual
events including religious, cultural and sports events are organized and participation is promoted.
Recognising long standing service, at retirement, the staff member is felicitated to ensure the nurturing of long standing relationships.

Sustaining the Community
What CSR Means to HDFC
Our entire ethos is about sustaining the community as our core business is about meeting the primary need of shelter for the community.
We focus on low and middle income groups who have limited or no access to low cost funding to gain their dream home and this in itself
creates a sustainable environment for them to build their future upon. However, while housing remains the axis upon which our fundamental philosophy of existence is built upon, HDFC has worked on the platforms of education, arts and cultural development, although,
this year, the Bank did not focus too much on CSR due to the year being a challenging one and propping the bottom line took precedence
over ancillary CSR projects. However, we did work on some ion related CSR projects listed below.

CSR Governance
CEO/General Manager
(Chairman of CSR & Sustainability Committee)

Sustainability Executive
Committee

Representative Two Members from the Diviof Trade Union
sion of BD &MKT

CSR Executive Committee

DGM(Finance)

AGM(IT)
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Manager Technical

Manager(Treasury)
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Ranpiyawara Educational Assistance Program
The Bank gifted five hundred minor savings account holders from fifteen primary schools in Avissawella and Dikowita in the Kegalla
District with educational material to create a platform of a learning culture among young students who hail from less privileged families.
This project was implemented in collaboration with the Ranpiyawara Educational Assistance Program organized by the Ranjith Siyambalapitiya Foundation. The total project investment amounted to Rs 200,000.

THILINA THARU Art Competition
An islandwide art and essay competition to commemorate UN Habitat Day was launched jointly with the UN Habitat Sri Lanka Office and
the cultural division of the Ministry of Education. Awards and certificates were distributed at a ceremony held at the John de Silva Art
Center where 11,631 students from 628 schools from all provinces participated. Total project investment was Rs 2.7 million

Provision Participation for the Thilina Tharu Art & Essay Competition.
North Central
Eastern
Northern
Southern
Uva
Central
North Western
Sabaragamuwa
Western

Total

117
671
106
1,788
102
1,492
188
1,654
5,513

11,631

68

HDFC Bank - AnnualReport 2009

Donation of Books
Books to the value of Rs 15,000 were donated to the library of Al-Ameena Vidyalaya, Colombo-02 in order to create a reading culture
among the young students within this under privileged school.

Challenges to Maintaining the Triple
Bottom Line
It must be noted that economic, social and environmental sustainability is inextricably linked and in order to create a sustainable organization, all three facets must be in place. In general, the housing and housing finance industries are challenged via numerous impediments with a housing finance institution like ours in particular, facing more threats that regular banking institutions. The impediments
detailed below do have a significant impact on our bottom line and poses immense challenges to maintaining a sustainable milieu for
a going business concern.
•
•

•
•

Lack of low cost long-term matching funds
Lack of long-term vision on housing development spurred by activity infused into the house finance industry through
commercial banks focused on short term benefits rather than long term gain for sustainable growth of the industry. The fact
that most housing and condominium projects have been financed by commercial banks and are based in the Western
province is reflective of this.
The need for governance as real estate forms some of the largest asset bases of the country and can be a pawn in artificial
pricing, unhealthy competition, lack of accountability and transparency and residents’ rights.
Growth in the housing sector is also constrained due to artificial rises in land prices, high wages in the construction industry
and cost of major building materials and lack of skilled labour

It is these challenges and other constantly emerging threats that has spurred HDFC to be pragmatic in our view for the future. Using
our knowledge base in sourcing new financial instruments and loan products, instituting continuous improvement in productivity and
operational efficiency and creating an empowering environment for our team to function to their optimum, while maintaining strong
relationships with our stakeholder groups, HDFC is ready to take on the challenges and exploit the opportunities that will arise in 2010
beyond.

Future Plans
With the resurgence of the economy seen due to the end of the war, HDFC is optimistic about the prospects for growth, not only in the
economy in general but for housing in particular. As resettlement takes place with added vigor in the north and east of the country, we
foresee accelerated need for housing and therefore housing finance.
The south as well as other parts of the country is also looking at buoyancy, not seen for nearly three decades due to the war, which
augurs well for HDFC’s growth. And as we stand on the threshold of an era of unprecedented growth, we also realize that the necessary
tools, processes and systems must be in place to take full advantage of the emerging opportunities.
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Given below are some of the initiatives planned for 2010:
•
The branch network will be added to with ten more customer service centers, primarily in the north and east
•
The strategic Sampath Bank ATM tie up, scheduled for completion in 2010 will ensure that our ATM network will be accessible
islandwide, encompassing a total of 225
•
IT processes and systems are being enhanced for seamless connectivity and efficiency, especially in loan approval and
disbursements
•
More ethnic diversity will be seen within the team and a policy to recruit staff proportionately from all ethnic groups is being
established
•
New financial instruments, currently being researched, will be introduced to raise long term matching funds, in addition to
structured debt instruments as an attractive investment option
•
Investing heavily on the overall improvement of the operational quality of the Bank and in upping the customer service
tenets via surveys, mystery customers and indices.

Sustainability Index 2008 - 2009
CONTRIBUTION TOWARDS NATIONAL ECONOMY
IN HUMAN SETTLEMENTMANAGEMENT
Enhancing Home Ownership

2009

2008

119,200
20.50
5,977

113.220
19.28
5,560

107,59
127.92

102,39
111.50

5,200
7.50

4,450
6.55

ECONOMIC VALUE CREATION (Rs 000)

2,268.78

2,027.12

Goods & Services Purchase
Employee ( remuneration & benefits)
Government & Community
Shareholders (Dividends)
For internal development

1,723.51
278.11
112.65
32.35
122.36

1,761.93
238.99
26.21
-219.09

EMPLYMENT GENERATION

5,209

5,407

Direct Employments
Indirect employment opportunities ( based on CBSL information)

364
4,845

289
5,118

Cumulative No. of housing loans ( volume since 2000)
Cumulative value of housing Loans ( Rs Billion since 2000)
No. of families assisted to own a house during the year

Assisting for increasing National Housing Stock
Cumulative No. of houses constructed with HDFC assistance (since 2000)
Cumulative construction Sq:ft Million (since 2000)
No. of houses constructed during the year with HDFC assistance
Sq:ft of houses constructed with HDFC assistance (Million)
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EFFORT TO MINIMIZED DEVELOOMENT INEQUALITY.
Percentage of Loans granted out of Colombo District
Percentage of Loans granted out of Colombo & Gampaha District
Percentage of Loans granted out of Colombo, Gampaha & kaluthara District

66%
54%
46%

57%
43%
37%

44%
31%
26%

42%
34%
24%

1
1

2

EFFORT TO SERVICE THE NEEDY GROUP
Percentage of loans granted to Low Income Group.
Percentage of loans granted to Middle Income Group
Percentage of loans granted to Wider Income Group

CONTRIBUTION TOWARDS HOUSING FINANCE MARKET
No. of Refinancing & Savings instruments introduced
No. New housing loans product introduced

SUSTAINING OUR PEOPLE
Workforce Indicators

2009

2008

2007

Corporate Management
Snr & Executive Management
Executives
Non Executive
Total Workforce

8
13
169
174
364

9
11
92
177
289

9
11
95
171
286

33
46%
1.7%
10
1
3

39
52%
1.7%
11
2

39
52%
1.7%
11

Profile Indicators
Average age
Percentage of women
Percentage of employees with disabilities
Average Service period
No. of Refinancing & Savings instruments introduced
No. New housing loans product introduced
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Average Gross Salary Rs
Basic Wage
Percentage of Graduates
Percentage of Professionals (Including Banking)
Percentage of Employees unionized
No of Trade Unions
Average medical consultations cost Rs
Total Expenses for Employee Health Plan
Average cost per employee for Health Plan
Number of beneficiaries assisted by the health plan
Number of medical consultations under the health plan
Number of days spent in hospital covered by the health plan

57,371
21%
41%
98%
1
33,265

42,696
17,861
17%
34%
98%
1
22,728

39,943
17,643
17%
34%
98%
1
30,104

175

172

Training and Development
No of people who obtained professional qualifications
No of people participated for training
No of man ours spent for training.
Training Cost

234
-
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Our Risk Philosophy

in our business, various types of risks are inherited in our day to day

Risk is considered an integral facet of any business, especially in ours
where our core business is significantly dependent on external macro
factors including economic and political stability and fiscal policy and

operations and have established and implemented strong risk management monitoring and controls, to assuage as far as possible any
negativities that could arise from these.

strategy. However, HDFC has always believed and practiced the premise
of delivering shareholder value by ensuring that an astute balance exists
between risk and return.
Throughout the years, we have honed our risk management strategy
and have been able to comprehensively create a foundation that gives us
a clear picture of the various risks and methodologies of measuring such
risks, continuous monitoring and practicing the philosophy of ‘preven-

Risk Responsibility
Risk Management is one of our key management functions and HDFC’s
overall risk management process has been formulated and set up in order to address all the issues incorporated with risks and mitigate them
accordingly.

tion rather than cure’. The policies and procedures we have established It is our Board of Directors that is primarily responsible for establishcontinue to be reviewed and whenever applicable, we have infused lo- ing a foundation of tolerance to risk, approving the applicable stratecal and international practices that will give us a better purview of risk gies and policies, monitoring and assessing management’s proactive
responses to risk and compliance and efficacy of the established risk
management within our organization.
Risk can be defined as probabilities of returns arising due to uncertainty.
Returns could result in gains or losses which are predictable or unpredictable. Risks however, cannot be totally eliminated or avoided, but can
be managed and minimized in order to mitigate the adverse results or

framework as against the relevant regulations and in the best interests
of our stakeholders. While managing these risks, HDFC has identified
Credit Risk, Market Risk, Liquidity Risk, Operational Risk and Compliance Risk as premier risks associated with our operations.

losses associated with it. We acknowledge and are very much aware that

Risk
Management

Credit
Risk

- Sector
Exposure
- Default
Risk

Market
Risk

- Int. Rates
- Equity
prices Risk
- Counter
Party Risk

Liquidity
Risk

Operational
Risk

Compliance
Risk

- Maturity
mismatch
- Funding
Sources
Concentrat

- Frauds
- Technology
Risk
- Disasters
- Staff safety

- Legal Risk
- Penalties
- Reputation
Risk
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Risk Management Framework
Credit Risk
HDFC adopts a dual approach in ensuring the soundness of its assets. These include stringent standards to ensure that suitable liquid assets
Whilst assessing individual credit proposals on a case by case basis, HDFC are held at all times and a diversified range of funding sources is availalso assesses and monitors the credit portfolio as a whole. In this re- able.
gard we review, issue guidelines on lending & recovery and monitor the
portfolio on a regular basis. The Treasury Division of HDFC, as a part of its
responsibilities, regularly monitors the credit portfolio and analyzes the
entire portfolio under different criteria including credit concentration
sector and maturity etc, proposing corrective action when necessary.

The ALCO monitors and establishes guidelines for the management of
liquidity risk, while the Treasury management monitors and manages
the liquidity position in such a way that the Bank is able to meet customer demand, redemption commitments and capital requirements
even under adverse market conditions.

Market Risk

Operational Risk

Market Risk includes currency rate risk, interest rate risk and equity risk.
These risks may arise due to the fluctuations of market conditions such
as fluctuations in foreign exchange rates, money market rates and stock
prices causing either profits or losses. Of these, HDFC is least affected by
currency rate risk due to its local currency transactions and operations.
We manage market risk while maximizing its profitability and control-

Operational risk is the risk of financial losses arising from the performance of the operational business processes and activities. To enhance
our ability of identifying, assessing and managing operational risks,
HDFC developed a systematic framework and methodology for operational risk management.

ling risks as appropriate. Asset and Liability Committee (ALCO) meets In this regard, the Bank’s Audit Committee functions independently
once a month to monitor, control and set guidelines in managing market and directly reports to the Board of Directors. Its main tasks include
risk, while the Treasury management daily analyzes market conditions monitoring and ensuring the compliance of operational procedures
and makes decisions to maximize profitability in the prevailing market according to the stipulated rules and regulations. The Internal Audit
Division carries out the internal audit function and reports to the Audit

conditions.

Committee. Also during the year, we recruited a qualified Chief Internal
Auditor whose experience in both general auditing and Information

Liquidity Risk

Systems auditing will strengthen the Internal Audit Division.

Liquidity risk is the risk of being unable to generate funds to settle financial obligations as and when they occur. Managing liquidity risk
includes managing and matching of Assets and Liabilities according to

Compliance Risk

their maturity patterns and eliminating any foreseeable mismatches. Compliance risk is defined as the risk of legal sanctions, material finanThis enables us to honor all cash outflow obligations as and when they cial loss or loss to reputation that HDFC may suffer due to our failure to
become due. HDFC has established policies to ensure that all obligations comply with laws, regulations, codes of conduct and standards of best/
good practice.
are met in a timely and cost effective manner.
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HDFC has an effective process in place to ensure compliance with applicable laws and regulations pertaining to the banking industry including the Anti-Money Laundering Act No. 5 of 2006 and related acts, the
Companies Act No. 7 of 2007 and the Listing Rules of the Colombo Stock
Exchange. HDFC has further strengthened its ‘Know Your Customer’ (KYC)
and anti-money laundering practices through implementing the KYC
regulations issued by the Financial Intelligence Unit established under
the Financial Transaction Reporting Act No. 6 of 2006. The front-line and
operational staff is given appropriate training in this area.
In order to ensure compliance with anti-money laundering legislation,
reporting is done by the respective departments of the bank to the Financial Intelligence Unit.
Integrated Risk Management
Committee

HR Sub Committee

Recovery Sub Committee

Assets & Liability Committee

IT Steering Committee

Audit Sub Committee

Strengthen
Management
& Staff on Risk
Management
Framework

Monitor Recovery & Credit
functions aiming to reduce
Credit risks

Oversee Treasury functions
with the aim of reducing
Market, Liquidity & Credit
risks

Oversee IT function
aiming to mitigate
Technological risks

Oversee Audit function
aiming to mitigate the
operational & compliance risk
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Risk Management initiatives introduced in 2009
Credit Risk

Market Risk

Speedy recovery action Revised interest rates of
taken on defaulted loans Advances and Deposits in
par with market rates
Branch Managers given Introduced a new long
stringent NPL targets
term savings product
to improve long term
deposit base
Recovery process decentralized with recovery
targets

Liquidity Risk

Operational Risk

Compliance Risk

Reduced concentration of
funding sources on identified corporates
Arranged standby facilities
for Rs 2 Billion.

Formulation of Business
Continuity Plan

Conducted a workshop on
Basel II for Directors and
Senior management
Conducted a training
programme on Anti Money
Laundering Act

Aggressively promoted
general and minor savings
accounts to attract low
cost funds
Liquid Asset Ratio maintained well above CBSL
requirement

Qualified Auditor recruited to head Internal Audit
Function and improve
branch audits
Implementation of Information System Security
Policy

Established Disaster
Recovery Hot Site

Review and update
of procedure/ process
manuals
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Conducted a training programme on Banking Act

Conducted a workshop for
Directors on their responsibilities under the new
Companies Act
Independent verifications
performed on CBSL & SEC
reporting
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Audit Committee Report
The Bank’s Audit Committee comprises of three non-executive Directors.
The Director who chairs the committee is a practicing Chartered Accountant. The Head of Internal Audit is functioning as the Secretary. The General Manager/CEO, Deputy General Manager (Finance) and the Auditor
General’s representative attend the committee meeting on invitation.
The Audit Committee is empowered to examine the adequacy and effectiveness of internal control systems, review the published financial
statements, assess compliance with regulatory requirements and consider contents of the internal audit reports.
During the financial year ended 3lst December 2009 three Audit Committee meetings were held. Proceedings of the committee meetings
were reported to the Board.
The Audit Committee reviewed the Auditor General’s Report and the
Central Bank Statutory Examination Report, together with the management’s response thereto.
The Audit Committee also provides a forum for the review of internal
audit reports and consideration of findings, recommendations and corrective action taken by management to overcome the noted drawbacks,
with a view of managing significant business risks and improving controls.
The committee of the view that adequate controls and procedures are
in place to provide reasonable assurance that the bank’s assets are safeguarded and the financial position is well monitored.

.....................................
Ajith Fernando
Chairman — Audit Committee
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to safeguard the assets of the Bank, to detect & prevent fraud and ir-

GENERAL
The Directors have pleasure in presenting to the members their Annual
Report for the financial year 2009 together with the audited Finance
Statements and Audit Report thereon of the Housing Development Finance Corporation Bank (HDFC).
Housing Development Corporation Bank of Sri Lanka, (herein after referred to as the HDFC Bank) is a licensed specialized bank incorporated
in Sri Lanka under the provisions of Housing Development Finance Corporation Act No. 07 of 1997. The said Act was amended by Act No.15
of 2003, by which the HDFC Bank is empowered to engage in banking
business as a licensed specialized bank. The HDFC Bank was quoted in
Colombo Stock Exchange in November 2003.

regularities, to ensure that proper records are maintained and financial
Statements presented are reliable. Monthly Management Accounts are
prepared, giving management with relevant, reliable and up to date
financial Statements and key performance indicators.
The Audit Committee reviews on regular basis, the reports, policies and
procedures to ensure a comprehensive Internal Control Framework is
in place.

VISION, MISSION AND CORPORATE CONDUCT
The Bank’s Vision and Mission are given on the front cover of this Report. The business activities of the Bank are conducted with the highest level of ethical standards in achieving its Vision and Mission.

PRINCIPAL ACTIVITIES
The principal activities of the Company consist of finance housing and

RISK MANAGEMENT

housing development projects. There have been no significant changes Specific steps that have been taken by the Bank in managing both
in the nature of the principal activities of the HDFC Bank during the fi- business risk financial risk are detailed on pages 73 to 77 of this Annancial year under review.

nual Repot.

REVIEW OF BUSINESS

PROFIT AND APPROPRIATION

A review of operations of the Bank during the financial year and results The profit before income tax of the Bank for the year ended 2009 was
of those operations are contained in the Chairman & General Manager’s Rs. 91.07 Mn and the profit after tax for the year ended 2009 was Rs.
Review on pages 4 & 12 and financial review on pages 87 to 88 respec- 56.45 Mn
tively of this report. These Reports form an integral part of the Directors’
Report. There are no significant changes in the nature of the businesses
The details of profit relating to the company are tabled below:

during the year.

Bank
FUTURE DEVELOPMENT
An over view of future development is given in the Chairman’s Review on
page 4 and Chief Executive Officer’s Report on page 12.

SYSTEM OF INTERNAL CONTROLS
The Board of Directors has established an effective and comprehensive
system of internal controls to ensure that proper controls are in place
80

2009
Rs. Mn
Operating profit on
168.49
ordinary activities
before VAT
VAT on financial
77.42
services
Provision for taxation 34.62

Group
2009
2008
2008
Rs.
Rs. Mn
Rs. Mn
Mn
(67.50) 220.13 (207.70)

26.88

77.42

26.88

(2.28)

34.62

(1.66)
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Profit on ordinary
activities after tax
Retained profit /(accumulated losses) b/f
Profit available for
appropriation
Appropriation First
& Final Dividend
proposed
Transfer to Reserve
Funds
Retained Profit carried forward

56.45

(92.10) 108.10 (233.00)

651.00

743.10 442.80 675.71

707.44

651.00 550.90 442.80

32.35

0.00

32.35

8.47

0.00

8.47

0.00

666.62

651.00 510.10 442.80

Mr. U. N. Jinasena		

- Director (Non-executive/ independent)

			

– retired

Mr. A.W. Dayananda

- Director (Non-executive/Non indepen

			

dent)

Mrs. K. W. P. Dayarathna

- Director (Non-executive/ independent)

Mr. Sunil Kannangara

- Director (Non-executive/ independent)

0.00

RETIERMENT
Mr. U. N. Jinasena – (Retired On 27.12.2009)
The following were the Directors of the HDFC (RED) during the Year

PROPERTY, PLANT AND EQUIPMENT
Capital expenditure on property, plant and equipment amount to Rs.

Mr. S. M. M. Yaseen

71.28 million details, of which are given in note 21 of the financial state- Mr. Sunil Kannangara
ment.

Mr. L. P. Andrahennadi
Mr. M. I. M. Rafeeek

RESERVES
The Bank’s total Reserves as at 31 December 2009 amount to Rs.759.11
Million. The details are given on Note 27 of the financial statement.

Mr. S. M. Amerasekera

RESIGNATION

LIST OF DIRECTORS

Mr. S. M. M. Yaseen – (Resigned on September 2009 from HDFC RED)

Housing Development Finance Corporation Bank’s Board of Directors is

comprised of 9 Directors with extensive financial knowledge and experi- DIRECTOR’ RESPONSIBILITY FOR FINANCIAL REPORTING
ence.

The Directors are responsible for the preparation of financial statements of the Bank to reflect a true and fair view of the state of its affairs. The Directors are of the view that this Financial Statements have

The following were the Directors of the Bank as of the end of the year:

been prepared in accordance with the requirements of the Sri Lanka

Mr. S. M. M. Yaseen		

- Chairman (Non-executive/ independent) accounting standards, Banking Act No. 30 of 1988 (and its amend-

Mr. W. A. T. Fernando

- Director (Non-executive/ independent)

ments) Accounting and Auditing standards Act No. 15 of 1975 and the
listing rules of the Colombo Stock Exchange and HDFC Act No. 7 of 1997

Mr. W. J. L. U. Wijayaweera - Director (Non-executive/ independent)
Mr. P. Sumanapala		

- Director (Non-executive/ independent)

Mr. M. M. Abul Kalam

- Director (Non-executive/ independent)

(amendment Act No 03 of 2003) and the Corporate Governance code,
issued to Licensed Specialized Bank.
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ENVIRONMENTAL PROTECTION

DIRECTORS’ INTERESTS IN CONTRACTS AND PROPOSED CONTRACTS

The Directors, to the best of their knowledge and belief, are satisfied

Directors have no direct or indirect interest in any contract or proposed that the Bank has not engaged in any activities, which have caused adcontract with the Bank for the year ended 31 December 2009. Further verse affects on the environment and it has complied with the relevant
information is given on page 108 of this Annual Report.

environmental regulations.

DIRECTORS’ INTEREST IN SHAREHOLDING

STATUTARY PAYMENT

Shareholdings Directors are as follows: 01/01/2009

31/12/2009

Mr. S.M.M. Yaseen			

-		

2000

Mr. W.A.T.Fernando			

-

-		

Mr. W.J.L.U.Wijayaweera

300		

The Directors, to the best of their knowledge and belief, are satisfied
that all statutory payments in relation to the Government and employees have been paid up to the date.

300

CONTRIBUTIONS MADE TOWARDS CHARITY

Mr. P.Sumanapala			

-		

-

Mr. M.M.Abul Kalam		

-		

-

Mr. U.N.Jinasena			

200		

200

GOING CONCERN

Mr. A.W. Dayananda		

-		

-

The Board of Directors are satisfied that the HDFC Bank has adequate

Mrs. K.W.P. Dayarathna		

-		

-

Mr. Sunil Kannangara		

300		

300

The Bank has contributed a sum of Rs. Nil towards charity.

resources to continue its operations in the foreseeable future. Accordingly, the financial statements are prepared based on the going concern concept.

BOARD SUB COMMITTEES

CORPORATE GOVERNANCE

The board while assuring the overall responsibility and accountability The Bank is committed to high standards of Corporate Governance. The
in the administration and the management of the HDFC Bank has taken main Corporate Governance practices of the Bank are set out pages 25
necessary steps to appoint Board sub Committees, such as Audit and to 41 of this Annual Report.
Management Committee, Human Resource and Remuneration Committee, Nomination Committee and Intergraded Risk Management Committee. The Report of the Board sub Committees were given on page 84

NOTICE OF MEETING
The details of the Annual General Meeting are given in the Notice of

of the Annual Report.

Meeting on page 117.
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SHARE INFORMATION

FINANCIAL STATEMENTS

The Financial Statement of the Bank are given on pages 92 to 114 of this Details of share related information are given on page 115 of this report and information relating to earnings and net assets per share is

Annual Report.

given in the Financial Highlights on page 3 of this annual Report.

AUDITORS’ REPORT
The Auditors’ Report on the Financial Statements is given on page 89 of

COMPLIANCE WITH APPLICABLE LAWS AND REGULATIONS
To the best knowledge there has been no violation or possible viola-

the Annual Report.

tion of laws or regulations in any jurisdiction whose effect should be
disclosed. There have been no irregularities involving management or

SIGNIFICANT ACCOUNTING POLICIES

employees that could have material financial effect or otherwise.

The significant accounting policies adopted in the preparation of Financial Statements is given on pages 96 of the Annual Report.

EQUITABLE TREATMENT TO ALL STAKEHOLDERS
While valuing the patronage of all our stakeholders, the Bank has made

DIRECTOR’S REMUNERATIONS

all endeavors to ensure equitable treatment to all our shareholders.

Director remuneration, in respect of the Bank for the financial year ended 31 December 2009 is given on Note 08 to the financial Statement on
page 102.

EVENTS AFTER THE BALANCE SHEET DATE
There have been no material events occurring after the Balance sheet
date that would require adjustments to or disclosure in the financial

AUDIT COMMITTEE

Statements.

The composition of the Audit Committee and their report is given on
page 78 of this Annual Report.

APPOINTMENT OF AUDITORS
The Auditor General continues to be the Auditors of the bank as stipu-

INCOME

lated in the HDFC Act No.07 of 1997.

The income of the Bank for the year ended 31 December 2009 was Rs.
2,269 Mn An analysis of the income is given in Notes 02 and 04 to the
financial statement.

By Order of the Board,

PROVISION FOR TAXATION
…………… …….
K.T.D.D. De Silva
arising from the operations of the Bank and has been disclosed in ac- The Secretary (Bank /Board )
cordance with Sri Lanka Accounting Standards.
Colombo
Income tax for 2009 has been provided at 20% on the taxable income

26th of May 2010
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Report of the Board Sub Committees
Board Human Resource and
Remuneration Committee Report Nomination Committee
The Human Resource and Remuneration Committee comprise of 03
members all of whom are non-executive independent Directors. The
Chairman of the Committee is Mr. S. M. M. Yaseen,

Mr. P. Su-

manapala and Mr. W.J. L. U. Wijayaweera are the other two members of
the aforesaid Committee. The appointments to the above Committee are

The Nomination Committee comprise of 03 members all of whom are
non-executive independent Directors. The Chairman of the Committee
is Mr. S. M. M. Yaseen. Mr. P. Sumanapala and

Mr. W. J. L. U. Wi-

jayaweera are the other two members of the aforesaid Committee. The
appointments to the above Committee are made by the Board.

made by the Board.

Mandate of the aforesaid Committee
Mandate of the aforesaid Committee

The Committee is responsible for the following.

The Committee is responsible for the following.
(a)

(a)

Implementation of a Remuneration policy relating to Chief Ex- of new Directors, CEO and key management personal.

ecutive Officer and other key management personal of the Bank.
(b)

(b)

Making necessary recommendations for re-election of Direc-

Setting up goals and targets for the Directors, CEO and other tors taking into account the performance and the contribution made

key management persons.
(c)

Implementation of a procedure for selection / appointment

by the Director concerned towards the overall discharge of the Boards

Evaluating the performance of CEO and other key manage-

responsibilities.

ment personal against the set targets and goals periodically and deter- (c)

Setting up a criteria, such as qualifications, experience and

mines the base for revising remuneration benefits and other payments key attributes required for eligibility to be considered for appointment
of performance base incentives.
(d)

or promotion to the post of CEO and the key management position.

Making necessary recommendation to the Board pertaining to (d)

Ensuring the Directors, CEO and key management personal

the salary revisions, Prerequisites, Recruitments, Cadre Determination, are fit and proper persons to hold office as specified in the criteria given
Promotions / Change of Designation/Creation of new Posts or positions in the Central Bank directions and as setout in the relevant statutes.
/ Placements / Cadre and Cadre Budget, Training and attending to overseas Seminars by the Staff Members of the Bank.

(e)

Making necessary recommendation from time to time per-

taining to the requirements of additional/new expertise and succes-

Human Resource and Remuneration Committee
Meetings

sion arrangements for retiring Directors and key management personals.

During the year under review the Committee held 05 meetings and all Nomination Committee Meetings
the three Directors were participated for all the meetings. The General During the year under review, the Committee held 1 committee
Manager / CEO is attending the meetings by invitation.
meeting.
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Recovery Sub Committee

Integrated Risk Management
Committee

The Recovery Sub Committee comprise of 4 members, including 4 non-

The Integrated Risk Management Committee comprises of 05 members, executive directors namely Mr. S. M. M. Yaseen (The Chairman of the
including 04 non-executive independent directors namely Mr. S. M. M. Committee), Mr. W. J. L. U. Wijayaweera, Mrs. K. W. P. Dagarathna & Mr.
Yaseen (The Chairman of the Committee) Mr. P. Sumanapala, Mr. W. J. L. A. W. Dayananda the appointments to the above Committee are made
U. Wijayaweera, Mr. U. N. Jinasena and Mr. Suresh Amerasekara. The ap- by the Board.
pointments to the above Committee are made by the Board.

Mandate of the aforesaid Committee
Mandate of the aforesaid Committee

The Committee is responsible for taking appropriate decision pertain-

The Committee is responsible for the following.

ing to HDFC acquired properties.

(a)

Assessing of all risk, ie. Credit, Market, Liquidity, Operational

and Strategic Risk through appropriate risk indicators and management
information received, by the Committee, periodically.

Recovery Sub Committee Meetings
During the year under review the Committee held 07 meetings. The

(b)

Reviewing the adequacy and effectiveness of all management

level committees.
(c)

Manager (Recoveries) are attending the meetings by invitation.

Taking the prompt corrective action to mitigate the effects of

specific risk in the case, such risks are at levels beyond the prudent level
decided by the committee, on the basis of the Banks policies and regulatory and according to supervisory requirements.
(d)

General Manager / CEO, Deputy General Manager (Finance) and Senior

In addition Audit and Management Committee plays a very vital role in
the Bank taking all the relevant actions in accordance with the guidelines of the General Treasury Circular No. IAI/2000/I. The relevant report
is given separately, on Page No. 78 of this Annual Report.

Taking appropriate action against the officers responsible for

failure to identify specific risk and take necessary corrective action as
recommended by the Committee and or directed by the Director of Bank
Supervision.
(e)

Established a compliance function to assess the Banks com-

pliance on all areas of business operations by appointing a compliance
officer who shall carryout the compliance functions and report to the
…………………………..					

Committee, periodically.

S. M. M. Yaseen 						
The Chairman
3rd May 2010						
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Financial Review

Business Volumes

The pre tax profit of the bank for 2009 improved to an impressive Rs. The banks deposit base grew by 22.9% to Rs. 6.1 billion which
91 million against a loss of Rs. 94 million recorded in 2008. This is an indicates a growth of Rs. 1.1 billion in 2009. This is a considerable
impressive reduction of the loss by the post tax profit of Rs. 56 million achievement when compared with the Growth of 0.34% or Rs. 17 milwas recorded for the same period which is an improvement of 161% lion recorded in 2008. The deposit growth is marginally
of the 2008 loss of Rs. 92 million. The profitability for 2009 was achieved
from a turn over of Rs. 2.3 billion which indicates a growth of 15% when

composition of assets as at 31-12-2009

14.00

Deposit

12.00

compared with the 2008 turnover of Rs.2.0 billion.

Advances

10.00

Loans & advances
83.8%

06

07

08

168.4937095

5.5%

11.9
6.11

11.87
4.97

4.93

8.1
2.50

-

Liquid assets,
9.9 %

05

06

07

08

09

Other Assets,
1.3%

Loans & advances

Fixed Assets ,
5.0%

Tr easury Bills &
Bonds-LKR
Placement with
Banks-LKR

09

88. 7%

Profit BT

2.00

3.5% 2.3%

56.45039912

-92.09851003

93.1
21.1

05

-67.50256003

Rs.Mn

308.6
172.5

217.4
116.8

350
300
250
200
150
100
50
0
-50
-100
-150

Co mpos it io n of Incom e for th e ye ar 2009

1.54

4.00

Profit Before & After Taxtation

10.13

6.00

12.15

8.00

Higher than the market growth rate of 18.5% for 2009. The advances

Non Interest income

Profit AT

of the bank declined by 2% to Rs. 11.9 billion although new advances
were granted for Rs. 1.4 billion. The decline in the advances were
observed in the industry as well by 3.9%

The net interest income of the bank improved by 87% to Rs. 634 million from Rs.339 million recorded in 2008 . This is attributable to inter- Operating Expenses
nal and external factors. The internal factors could be identified as the
improvements made on the recovery process and the process introduced
to identify problematic loans to formulate restructuring and re-schedulements. These measures have contributed to the efficient management of the NPA of the bank. The main external contribution came from
the reduction of the cost of funds related to the declining interest rates
experienced during the second half of 2009.

The Return on average assets after tax improved during this period to

The operating expenses increased by 18% amounting to Rs.79 million
as against 9.5% amounting to Rs. 39 million recorded in 2008. The
increase is due to the provisioning of Rs. 25 million for the investment
in subsidiary, salary revision and the expansion of the branch net
work by 5, expansion of ATM net work and creating 75 new jobs during this year.

1000

able recovery from 2008. The Return on Equity for the same period was
3.30% against a negative ROE of 5.28% in 2008. The net asset value per

286

364

289

100

10

ordinary share remain at a high level of Rs. 266 as at 31.12.09
1

87

290

276

0.40% from Negative return of 0.67% recorded in 2008. This is a remark-

20

05

20

06

21

07

21

08

26

09

Branches
Employees
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Provisions and NPL

Group Performance

The provisions for 2009 declined to Rs.53.9 million from Rs.54.4 million
reported in 2008. Out of 53.9 million Rs. 30 million provisions was on an
advance given to the subsidiary of the bank, HDFC RED The balance provision Rs. 23.9 million could be considered as very low when considering
the unfavorable conditions prevailed in 2009.

The group consists of a fully owned subsidiary HDFC RED posted a PreTax profit of Rs.142 million in 2009 against a loss of Rs. 235 million
recorded in 2008. The Post-Tax profit of the group for 2009 amounted
to Rs. 108 million which is an improvement of 146% when compared
with the 2008 loss of Rs. 233 million. HDFC RED has constructed 72
condominium units in Avisawella with the collaboration of National

The decline is attributable to the improvement in the follow up and the Housing Development Authority. We are expecting to dispose these
recovery processes adopted during the year and the effective policies houses in 2010 and expected a reversal of the provisions of the Bank.
implemented to dispose vested properties which have resulted in reversal of provisioning. The bank also provided for the entire investment of
Rs. 25 million in its subsidiary HDFC RED which has not given any return
from its inception.

Although the market has experienced an increase in gross NPL ratio by
21% to 8% in 2009. The Banks gross NPL (excluding EPF) increased marginally by 0.54% only. However in real terms the net NPL excluding EPF
loans were reduced by Rs. 40 million from Rs. 997 million in 2008 to
Rs. 957 million in 2009. The NPL ratio has declined mainly due to the
decline in the loan portfolio by Rs. 236 million.

Capital and liquidity
The tier I and Tier II remain well above the statutory requirement of 5%
and 10% respectively and were at 17.6% and 18.7% as at 31 December
2009. The liquidity continues to remain at 21.19% which is above the
statutory requirement of 20%.

Market capitalization
The market capitalization of the year witnessed a sharp increase up to
Rs.956 Million. when compared with the 31.12.08 capitalization of Rs.
362.4 million
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Director’s Responsibilities for
Financial Reporting
The Auditor’s Report sets out the respective responsibilities of the Direc- ness. The system of controls provide reasonable assurance of safetors and Auditors relating to the financial statements and this statement guarding assets of the bank maintenance of proper accounting records
and the reliability of financial information.

provides additional information.
The Directors are required by relevant statutory provisions to prepare
financial statements for each financial year which give a true and fair
view of the state of affairs of the Bank and its subsidiary for that pe-

riod. Necessary statutory provisions are in HDFC Act No. 7 of 1997 and By Order of the Board
amendment Act No. 15 of 2003, read in conjunction with Banking Act
No. 30 of 1988 and amendments thereto. The financial statement of the
Bank and its subsidiary gives a true and fair view of
1.

2.

S. M. M. Yaseen			
K. T. Dharshani De Silva
The state of affairs of the Bank and its subsidiary as at balance
sheet date, and
The Chairman		
The Secretaly to the Board / Bank
The profit or loss of the Bank and its subsidiary for the
financial year ended on the balance sheet date.

03rd of May 2010

The Directors are satisfied that the Bank and Group have the required resources to continue in operation for the foreseeable future and therefore,
these financial statements arc prepared on a going concern basis.
Directors consider that, these financial statements have been prepared
using appropriate accounting policies, consistently applied, and supported by reasonable and prudent judgment and estimates and in compliance with Sri Lanka Accounting Standards. Any change to accounting
policies and reasons for such change, is disclosed in the “Notes to the
Financial Statements”.
The Directors have a responsibility to ensure that the Bank and its subsidiary are maintaining sufficient accounting policies to ensure the accuracy and reliability of financial statements. The Directors have a general
responsibility to take reasonable steps to safeguard the assets of the
Bank.
In discharging this responsibility, the Directors have instituted a system
of internal financial controls and a system for monitoring its effective91
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Consolidated Income Statement

For the year ended 31st December 2009
Bank
Notes

Group

2009

2008

2009

2008

Rs.

Rs.

Rs.

Rs.

Income

01

Interest income

02

2,216,371,783

1,941,301,977

2,216,461,342

1,828,343,876

Interest expenses

03

(1,582,107,422)

(1,602,061,836)

(1,582,107,422)

(1,586,834,993)

634,264,361

339,240,141

634,353,920

241,508,883

52,326,149

33,084,882

52,326,149

33,084,882

686,590,510

372,325,023

686,680,070

274,593,765

2,268,697,932

Net interest income
Non Interest income

04

1,974,386,859

2,268,787,491

1,861,428,758

Less :Non Interest expenses
Personnel costs

05

230,240,411

202,728,609

231,130,411

204,826,288

Provision for staff retirement benefit

06

46,913,170

33,959,567

46,979,320

34,161,008

Premises equipment & establishment expenses

07

79,359,588

65,469,651

79,860,711

66,050,472

Operating expenses

08

82,630,762

83,267,447

84,761,256

122,852,395

Provision for loan losses

09

53,952,870

54,402,309

23,819,846

54,402,309

Provision for Fall in value of Dealing & Investment securities

Operating Profit on Ordinary activities before Tax
Less : VAT on financial services

10

25,000,000

-

-

-

518,096,801

439,827,583

466,551,544

482,292,472

168,493,709

(67,502,560)

220,128,526

(207,698,707)

77,425,100

26,877,176

77,425,100

26,877,176

91,068,609

(94,379,736)

142,703,426

(234,575,883)

34,618,210

(2,281,226)

34,618,210

(1,658,019)

Operating Profit on Ordinary
activities before Corporate Tax
Less: Provision for taxation

11

Profit on ordinary activities after tax

56,450,399

(92,098,510)

108,085,216

(232,917,864)

Retained profit / (Accumulated losses) b/f

650,993,454

743,091,963

442,796,573

675,714,437

Profit available for appropriation

707,443,853

650,993,453

550,881,789

442,796,573

-

-

Appropriations
Transfer to General reserve

5,645,040

5,645,040

Transfer to Statutory reserve

2,822,520

2,822,520

Dividends Proposed

12

Retained profit carried forward
Earnings per share

13

Dividend per ordinary share Rs.

92

32,355,110

-

32,355,110

666,621,183

650,993,453

510,059,119

442,796,573

8.72

(14.23)

16.70

(35.99)

5.00

-

5.00

-
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Consolidated Balance Sheet 		
As at 31st December 2009

Notes

Bank

Group

2009

2008

2009

2008

Assets
Cash & short term funds

14

163,188,742

224,047,842

163,189,988

Investment in Government securities & Others

15

1,246,621,852

867,150,434

1,246,621,852

867,150,434

Loans & advances

16

11,912,783,350

12,148,919,914

11,702,258,784

11,914,638,638

17

73,625,645

61,323,278

73,625,645

61,323,278

24.1

24,898,652

46,381,972

27,210,066

48,693,386

-

-

182,367,356

182,247,929

Interest receivable
Taxation Recoverable

224,050,753

Housing Projects

18

Investment in Subsidiaries

19

-

25,000,000

Other assets

20

159,662,517

137,021,888

159,662,517

137,021,888

Property , plant & equipment

21

720,659,832

671,273,815

620,898,639

571,656,881

14,301,440,592

14,181,119,143

14,175,834,848

14,006,783,188

Total Assets
Liabilities
Deposits from customers

22

6,114,802,194

4,975,997,765

6,113,302,194

4,975,997,765

Borrowings

23

5,150,223,956

6,641,524,851

5,150,229,719

6,641,788,503

Taxation Payable

24

-

4,884,390

2,320,649

Other liabilities

25

1,315,218,767

866,496,142

1,342,784,935

897,772,765

12,580,244,917

12,484,018,758

12,611,201,238

12,517,879,682

962,088,646

Total Liabilities
Shareholders' fund
Share capital

26

962,088,646

962,088,646

962,088,646

Reserves

27

759,107,029

735,011,739

602,544,964

526,814,859

1,721,195,675

1,697,100,385

1,564,633,610

1,488,903,505

14,301,440,592

14,181,119,143

14,175,834,848

14,006,783,188

265.99

262.26

241.79

230.09

Total Liabilities & Shareholders' Fund
Net assets value per ordinary share Rs.

The Significant Accounting policies on pages 96 to 100 and Notes on pages 101 to 109 from an integral part of these Financial Statements.			
					
The Board of Directors are responsible for the preparation and presentation of these Financial Statmements.These Financial 					
statements were approved by the Board of Directors and signed on their behalf,					
					

S.M.M.Yaseen				
Chairman
					
2010.04.06
Colombo

P. Sumanapala
Director		
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Suresh Amerasekera
CEO/General Manager

S.Dissanayake
DGM ( Finance )
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Consolidated Cash Flow Statement
For the year ended 31st December 2009

Bank

Group

Rs.

Rs.

Rs.

Rs.

2009

2008

2009

2008

Cash flows from operating activities
Interest received
Interest payments
Receipt from other operating activities

2,204,069,416

1,932,271,771

2,204,158,975

1,819,313,670

(1,251,110,758)

(1,432,714,615)

(1,251,911,100)

(1,449,113,301)

43,050,216

33,079,882

33,790,282

33,079,882

Cash payments to employees & suppliers

(310,402,267)

(279,208,699)

(311,358,417)

(281,306,378)

Payments on other operating activities

(143,606,655)

(103,605,436)

(145,293,671)

(115,384,925)

541,999,952

149,822,903

529,386,070

6,588,948

(1,830,060,230)

(2,175,391,169)

(1,830,060,230)

(2,175,391,169)

2,018,765,196

2,075,283,626

2,018,765,196

1,725,283,626

(119,427)

376,067,146

Operating profit before changes in operating assets
(Increase)/Decrease in operating assets :
Funds advanced to customers
Funds Recovered from customers
Housing Project
HDFC RED Loan
Other short-term securities
Other Assets

(6,376,314)

(228,949,363)
-

-

(22,819,523)

(23,676,008)

(22,819,523)

10,832,827

159,509,128

(352,732,914)

165,766,016

(63,207,570)

1,138,804,429

41,381,310

1,137,304,429

41,381,310

Increase / ( Decrease ) in operating liabilities
Deposits from customers
Negotiable certificates of deposits
Others
Net cash from operating activities before income tax
Income Tax & Deemed Dividend Tax Paid
Net cash from operating activities

-

-

-

51,785,779

59,323,698

46,785,779

1,199,274,841

93,167,089

1,196,628,127

88,167,089

1,900,783,922

(109,742,923)

1,901,040,146

31,548,467

(28,864,098)

(21,316,385)

(28,864,098)

(21,930,357)

1,871,919,824

(131,059,308)

1,872,176,048

9,618,110

16,000

5,000

16,000

5,000

-

-

60,470,412

Cash flows from investing activities
Dividends received
Proceeds from sales of non-dealing securities

-

(Purchase)/Sale of Investment Securities

(94,091,796)

-

(94,091,796)

-

Purchase of property, plant and equipments

(71,282,995)

(574,293,366)

(71,282,995)

(473,857,671)

Disposal of property, plant and equipments

9,259,934

Net cash from Investing activities

(156,098,858)

9,259,934
(574,288,366)

(156,098,858)

(473,852,671)

Cash flows from Financing activities
Issue/(Redemption) of Shares
Redemption of Contribution towards Share Capital

-

-

Repayment of Borrowings

(3,019,238,177)

(2,013,942,090)

(3,019,496,066)

(2,263,942,090)

Proceeds from Borrowings

1,527,937,282

2,563,167,674

1,527,937,282

2,563,431,326

450

(32,355,110)

450

(32,355,110)

(1,491,300,445)

516,870,474

(1,491,558,334)

267,134,126

Dividends paid
Net cash from financing activities

-

Net increase in cash & cash equivalents

224,520,522

(188,477,200)

224,518,857

(197,100,435)

Cash & cash equivalents at beginning of the period

1,091,198,277

1,279,675,477

1,091,201,188

1,288,301,622

Cash & cash equivalents at the end of the period

1,315,718,799

1,091,198,276

1,315,720,045

1,091,201,187

163,188,742

224,047,842

163,189,988

224,050,753

1,152,530,056

867,150,434

1,152,530,056

867,150,434

Reconciliation of cash and cash equivalents
Cash & short term funds
Government of Sri Lanka treasury bills
Borrowings from Banks

1,315,718,799

1,091,198,276

94

-

-

1,315,720,045

1,091,201,187
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Consolidated Statement of Change in Equity
For the year ended 31st December 2009

No of

Share

Share

General

Revaluation

Statutory

Special

Share

Capital

Premium

Reserve

Reserve

Reserve

Reserves

Profit &
Loss

Fund
Balance as at 01.01.2008

6,471,022

647,102,200

314,986,446

Total

Accounts

43,767,910

36,799,251

3,451,125

743,091,963

1,789,198,895

Net Profit for the period

-

-

-

-

-

(92,098,510)

(92,098,510)

Surplus on Revaluation

-

-

-

-

-

-

-

Dividend proposed

-

-

-

-

-

-

Issue/(Redemption) of Shares
Transfer to Reserve

-

Balance as at 31.12.2008

6,471,022

647,102,200

314,986,446

Balance as at 01.01.2009

6,471,022

647,102,200

314,986,446

-

-

-

-

-

43,767,910

36,799,251

3,451,125

650,993,453

1,697,100,385
1,697,100,385

-

43,767,910

36,799,251

3,451,125

650,993,453

Net Profit for the period

-

-

-

-

-

56,450,399

56,450,399

Dividend proposed ( Note 12 )

-

-

-

-

-

(32,355,110)

(32,355,110)

Surplus on Revaluation

-

-

-

-

-

-

Issue/(Redemption) of Shares
Transfer to Reserve
Balance as at 31-12-2009

6,471,022

647,102,200

314,986,446

5,645,040

-

2,822,520

5,645,040

43,767,910

39,621,771

3,451,125

-

-

(8,467,560)

-

666,621,182

1,721,195,675

Total

Group
Consolidated Statement of Change
in Equity
No of

Share

Share

General

Revaluation

Statutory

Special

Profit &

Share

Capital

Premium

Reserve

Reserve

Reserve

Reserves

Loss

Fund
Balance as at 01.01.2008

6,471,022

647,102,200

314,986,446

Net Profit for the period

-

Surplus on Revaluation

-

Dividend proposed

-

43,767,910

36,799,251

Accounts
3,451,125

675,714,437

1,721,821,369

(232,917,864)

(232,917,864)

442,796,573

1,488,903,505

442,796,573

1,488,903,505

Issue/(Redemption) of Shares
Transfer to Reserve

-

Balance as at 31.12.2008

6,471,022

647,102,200

314,986,446

-

43,767,910

36,799,251

3,451,125

Balance as at 01.01.2009

6,471,022

647,102,200

314,986,446

-

43,767,910

36,799,251

3,451,125

Net Profit for the period

-

108,085,216

108,085,216

Dividend proposed ( Note 12 )

-

(32,355,110)

(32,355,110)

Surplus on Revaluation

-

Surplus on Revaluation

(8,467,560)

-

510,059,119

1,564,633,610

Issue/(Redemption) of Shares
Transfer to Reserve
Balance as at 31-12-2009

6,471,022

647,102,200

-

5,645,040

314,986,446

5,645,040
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SIGNIFICANT ACCOUNTING POLICIES.
GENERAL
HDFC Bank of Sri Lanka has been 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 Colombo-02 Sri Lanka.

1. ACCOUNTING CONVENTION
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 Rupees.

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
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 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 Intra group balances and intra group transactions are eliminated in full in the consolidated financial statements in order to
eliminate the intra group profits.
2.1.2 The interest incurred in mobilizing fund recognized at the weighted average cost of interest applicable for relevant fund
for the Bank and relevant projects are capitalized.
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3. VALUATION OF ASSETS
3.1 Loans and Advance to Customers:
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 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.

3.1.2 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			

Doubtful					

50%

18 Months and over		

Loss					

100%

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

3.2 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 value of the acquired properties are included in the capital outstanding amount
of the loan balances.

3.2.1 General Provision
Bank has maintained at 1% as general provision as per a direction from the Central Bank of Sri Lanka on all performing and overdue loan
portfolio excluding special scheme 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.

3.2.3 Provision for investment
The full provision has been made for investment in share of HDFC RED on which dividends or interest has not been received for the last 3
consecutive years. As per SLAS 33.

3.3 Treasury Bills & Bonds
Investment in treasury bills and Bonds are stated at cost plus interest receivable (Excluding Treasury bond coupon interest)
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3.4 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. No fresh valuations called during the year under review.

b.

Depreciation is provided at the following rates on a straight-line basis over the estimated lives of different types of as
sets.
Buildings					
Office Equipment

6 2/3% per annum		

			

12.50% per annum

		

10.00% per annum

Furniture & Fittings
Motor Vehicles & Bicycles

		

20.00% per annum

		

25.00% per annum

Tools & Equipment

		

12.50% per annum

Computer Equipment & ATM

		

12.50% per annum

Plant and Machinery

Full annual depreciation is provided on the asset which is purchased and used for the year and no depreciation is pro		
vided for the year of disposal. Depreciation is not provided for on freehold land.

3.5 Valuation of housing project
Cost of real estate properties in work in progress stage comprise cost of purchase of land ,cost of developments in			
cluding infrastructure facilities and other cost including prior to bringing such properties for its saleable condition including bor
rowing cost capitalized in line with the recognition criteria under the allowed alternative treatment of Sri Lanka accounting stan
dard No 20- Borrowing costs.

4. LIABILITIES AND PROVISIONS
Retirement Benefits

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 other liabilities in the Balance Sheet.
No separate fund is maintained and no actuarial valuation has been carried out for the purpose.

1.4.1.2. Defined Contribution Plans – EPF & ETF
All employees are eligible and covered by Employees’ Provident Fund and Employees Trust Fund contributions in line
with the respective statutes
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5 REVENUE RECOGNITION
5.1. Interest Income
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 loan installment is recognized on an accrual basis on performing loans .Such income is rec
ognized on a cash basis for the non performing loans.

5.3 Interest Income from Other Sources
Interest on treasury bills/Bonds and commercial paper is recognized proportionately over the period of instrument.

5.4 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.

6 EXPENSES
1.6.1 Interest Expenses
Interest Expenses are recognized on an accrual basis,

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

7. Taxation
7.1 Income Tax
The provision for income tax is based on the elements of income and expenditure as reported in the financial state
ments and computed in accordance with the provisions of the Inland Revenue Act

7.2 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.
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8 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 bal
ance and Short-term funds and placements.

9 STATUTORY RESERVE FUND

The amount of Rs 2.82 million was transferred to the Statutory Reserve fund in 2009. (5% of the net profit after tax)
The balance in the statutory reserve fund as at 31st December 2009 was Rs 39.62 million.
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Notes to the financial statement		

Bank

01

2008

2009

2008

Rs.

Rs.

Rs.

Rs.

1,974,386,859

2,268,787,491

1,861,428,758

2,268,697,932

1,974,386,859

2,268,787,491

1,861,428,758
1,828,343,876

Income
Gross income

2,268,697,932

Less : Turnover based taxes
Net Income

02

-

Interest income

( Note 02)

2,216,371,783

1,941,301,977

2,216,461,342

Other income

( Note 04 )

52,326,149

33,084,882

52,326,149

33,084,882

2,268,697,932

1,974,386,859

2,268,787,491

1,861,428,758

2,011,306,286

1,836,148,037

2,011,306,286

1,723,174,487

205,065,497

105,153,940

205,155,057

105,169,389

2,216,371,783

1,941,301,977

2,216,461,342

1,828,343,876

595,035,307

530,049,072

595,035,307

514,822,228

73,860,013

99,361,400

73,860,013

99,361,400

907,573,409

842,287,631

907,573,409

842,287,631

5,638,693

130,363,733

5,638,693

130,363,733

1,582,107,422

1,602,061,836

1,582,107,422

1,586,834,993

Interest Income
Loans & advances
Treasury bills ,Bonds & other banks' placements
Other interest income

03

Dedenture
Deposits
Short term borrowing
Non interest Income
Dividend income

05

16,000

5,000

16,000

5,000

Fee and commissions income

35,129,705

20,581,163

35,129,705

20,581,163

Other

17,180,444

12,498,719

17,180,444

12,498,719

52,326,149

33,084,882

52,326,149

33,084,882

180,365,706

160,095,242

181,255,706

162,192,921

2,120,198

2,713,228

2,120,198

2,713,228

Bonus

29,240,096

25,037,926

29,240,096

25,037,926

Staff medical

12,234,456

8,668,690

12,234,456

8,668,690

6,279,956

6,213,523

6,279,956

6,213,523

230,240,411

202,728,609

231,130,411

204,826,288

Personnel Cost
Salaries
Overtime

Encashment of annual leave

06

-

Interest Expenses
Long- Term borrowing

04

Group

2009

Provision for Staff Retirement Benefit
Gratuity provision

20,980,988

11,794,519

21,047,138

11,794,519

EPF & ETF

25,932,181

22,165,047

25,932,181

22,366,488

46,913,170

33,959,567

46,979,320

34,161,008
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07

Group

2009

2008

2009

2008

Rs.

Rs.

Rs.

Rs.

Premises Equipment & Establishment Expenses
Electricity & Water

11,630,694

7,538,894

11,721,362

7,705,923

Telephone Charges

12,412,704

10,698,414

12,438,549

10,717,199

2,871,696

2,932,980

2,871,696

2,932,980

28,221,040

24,381,554

28,461,390

24,632,829

2,326,477

6,227,127

2,326,477

6,227,127

57,462,611

51,778,968

57,819,475

52,216,057

Computer maintenance
Rent
Repairs & Maintenance
Depreciations
Building

217,753

Office Equipments

3,444,874

2,081,780

3,502,801

2,139,179

Furniture & Fittings

3,885,606

1,521,015

3,971,938

1,607,348

889,622

561,245

889,622

561,245

4,824,900

3,982,574

4,824,900

3,982,574

Plant & Machinery
Motor Vehicles
Tools
Automated Teller Machine
Computer Equipments

366

366

366

366

1,504,225

1,336,893

1,504,225

1,336,893

7,129,631

4,206,809

7,129,631

4,206,809

21,896,977

13,690,683

22,041,236

13,834,415

79,359,588

65,469,651

79,860,711

66,050,472

Chairman's emoluments

720,000

1,322,500

720,000

1,322,500

Directors' emoluments

318,000

378,000

318,000

463,000

Auditors' remuneration

675,762

132,000

874,808

224,000

Grand Total
08

217,753

Other operating expenses include the followings

Donations
Business Dev.& Advertising
Legal expenses
Professional charges

10

11

22,449,707

14,774,034

22,796,567

425,637

83,100

425,637

101,100

2,240,379

2,274,828

2,240,379

2,274,828

56,627,313

65,408,398

95,670,401

82,630,762

83,267,447

84,761,256

122,852,395

General Provisions

13,926,195

37,874,852

13,926,195

37,874,852

Special Provisions

40,026,675

16,527,457

9,893,651

16,527,457

53,952,870

54,402,309

23,819,846

54,402,309

77,425,100

26,877,176

77,425,100

26,877,176

77,425,100

26,877,176

77,425,100

26,877,176

623,207

Provision for loan losses

VAT on financial servises

Taxation on Profits on Ordinary Activities
Current year income tax

38,258,202

38,258,202

Transfer to / from Differed taxation

(5,498,622)

(5,498,622)

( Over ) / Under provision in previous year

11.1

-

14,774,034

63,476,950

Others

09.0

-

1,858,630

(2,281,226)

1,858,630

(2,281,226)

34,618,210

(2,281,226)

34,618,210

(1,658,019)

91,068,609

(94,379,736)

142,703,426

(234,575,883)

140,579,681

63,611,032

140,724,370

63,928,194

Reconciliation of Effective Tax Rate
Accounting Profit
Add :disallowable expenses
Less : Capital Allowance , Gratuity paid;Input VAT &
Adjusted Profit before tax
Income tax
Effective tax rate

27,113,874

3,653,931

27,315,506

3,855,297

204,534,415

(34,422,636)

256,112,289

(174,502,986)

34,618,210

(2,281,226)

34,618,210

(1,658,019)

38.01%

2.42%

24.26%

0.71%
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11.2

Group

2009

2008

2009

2008

Rs.

Rs.

Rs.

Rs.

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

91,068,609

(94,379,736)

142,703,426

Provision for Gratuity

20,980,988

11,794,519

20,980,988

(234,575,883)
11,794,519

Gratuity Payment

(2,325,934)

(3,653,931)

(2,325,934)

(3,653,931)

Loan loss provision -General

13,926,195

13,926,195

-

Book Depreciations

21,896,977

13,690,683

22,041,535

13,834,415

(24,771,941)

(13,238,220)

(24,926,200)

(13,439,586)

Capital Allowance
Dividend Income/Input VAT on other income
Donations
Vat Financial Services
Advertisment 50%
Input VAT on other income
Leasing interest

(5,000)

23,800

(5,000)

23,800

77,425,100

26,877,176

77,425,100

26,877,176

6,355,420

11,224,853

6,355,420

11,398,283

212,698

212,698

859,060

859,060

(14,315,162)

(14,315,162)

Taxable Income

191,291,011

Under (Over ) Provision

(47,660,856)

38,258,202
1,858,630

Less : Deffered Tax Adjustments

(5,498,622)

Provision for income Tax

34,618,210

(2,281,226)
(2,281,226)

242,916,127

(187,741,207)

38,258,202

623,207

1,858,630

(2,281,226)

(5,498,622)

-

34,618,210

(1,658,019)

Proposed Dividends
Net Dividends
Tax Deduction at source
Gross Dividends

13

(16,000)

An amount equal to 35% of total Statutory income or Total
losses,whichever is lower -last year statutary loss

Tax @ 20%

12

(16,000)

29,119,599

29,119,599

3,235,511

3,235,511

32,355,110

-

32,355,110

-

56,450,399

(92,098,510)

108,085,216

(232,917,864)

6,471,022

6,471,022

6,471,022

6,471,022

8.72

(14.23)

16.70

(35.99)

Earnings Per Share
Basic earnings per share is calculated by dividing the net
profit after tax by the
average number of ordinary shares.
net profit after tax
Weighted Average number of ordinary shares
Basic earnings per share ( Rs. )
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14

2008

2009

2008

Rs.

Rs.

Rs.

Rs.

Cash and short term funds
Cash in hand and balances with banks

102,637,941

170,367,065

102,639,187

60,550,801

53,680,778

60,550,801

53,680,778

163,188,742

224,047,842

163,189,988

224,050,753

Treasury bonds/ Treasury Bill /Fixed deposits

567,157,715

562,150,435

567,157,715

562,150,435

Treasury bills under repurchase agreement

275,372,341

305,000,000

275,372,341

305,000,000

Other investments

310,000,000

-

310,000,000

-

Money at call and short notice

15

Investment in Government Securities & others

Investment in commercial Papers

94,091,796

94,091,796
867,150,434

1,246,621,852

Loans & Advances

867,150,434
-

Housing loans secured by primary mortgage over residential properties

6,964,495,640

7,358,572,974

6,964,495,640

7,358,572,974

Housing loans against EPF.

3,287,967,780

3,061,673,963

3,287,967,780

3,061,673,963

Housing loans on Guarantors & Others

983,786,701

1,161,141,966

983,786,701

1,161,141,966

Staff loans

257,383,220

273,956,548

257,383,220

273,956,548

65,428,620

66,909,863

65,428,620

66,909,863

164,525

203,060

164,525

203,060

240,657,590

234,281,276

Acquired properties
Loan to NHDA
HDFC RED Loan
Other Loans

-

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

311,887,820

137,360,896

311,887,820

137,360,896

12,111,771,896

12,294,100,547

11,871,114,306

12,059,819,271

94,474,789

80,548,594

94,474,789

80,548,594

104,513,757

64,632,039

74,380,733

64,632,039

11,912,783,350

12,148,919,914

11,702,258,784

11,914,638,638

I. Movements in the Provisions for Loan Losses

-

General Provision

-

Balance Brought forward

80,548,594

42,673,742

80,548,594

42,673,742

Additional provision made

13,926,195

37,874,852

13,926,195

37,874,852

Balance carry forward

94,474,789

80,548,594

94,474,789

80,548,594

Balance Brought forward

64,632,040

48,104,583

64,632,040

48,104,583

Additional provision/(Reversal) made

39,881,717

16,527,457

9,748,693

16,527,457

104,513,757

64,632,040

74,380,733

64,632,040

2,743,314,572

2,500,408,762

2,743,314,572

2,500,408,762

94,474,789

80,548,594

94,474,789

80,548,594

Special Provision

-

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

17

170,369,976

-

1,246,621,852
16

Group

2009

-

104,513,757

64,632,039

104,513,757

64,632,039

2,544,326,026

2,355,228,128

2,544,326,026

2,355,228,128

Interest Receivable
Interest receivable
Less : Interest in Suspense

403,888,798

340,368,994

403,888,798

340,368,994

(330,263,153)

(279,045,716)

(330,263,153)

(279,045,716)

73,625,645

61,323,278

73,625,645

61,323,278

I. Movements in Interest in Suspense

-

Balance brought forward

279,045,716

206,926,086

279,045,716

Interest suspensed -Addition

426,743,899

411,207,914

426,743,899

411,207,914

375,526,462

339,088,284

375,526,462

339,088,284

330,263,153

279,045,716

330,263,153

279,045,716

-Recovered
Balance carry forward
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18

Group

2009

2008

2009

2008

Rs.

Rs.

Rs.

Rs.

Housing Projects
Avissawella Project
Ampara Project
Edmontin Rd project

19

-

-

HDFC Real estate Development
Ltd -share capital

25,000,000

25,000,000

Provisions made during the year

(25,000,000)

10,829,283

10,829,283

1,201,222

1,201,222

182,367,356

182,247,929

-

25,000,000

100%

100%

-

-

-

-

-

4,568,353

4,798,067

4,568,353

4,798,067

22,310,415

21,846,428

22,310,415

21,846,428

Other Assets

-

Stationery stock
Deposits and prepayments
Others

21

170,217,424

Investment in subsidiaries -By
Bank

% of Holding

20

170,336,851

132,783,748

110,377,394

132,783,748

110,377,394

159,662,517

137,021,888

159,662,517

137,021,888

Property , Plant & Equipments
Freehold
Cost/Valuations
Balance at the begin. of the
period

Lands
549,740,000

Additions for the period

Leasehold

Equipments

Motor

Lands &

and

Vehicles

Buildings

Furniture

62,000,000

113,172,681

31,903,668

756,816,349

182,522,983

657,463,278

183,605,607

3,266,621

54,792,374

13,224,000

71,282,995

574,293,366

71,282,995

473,857,671

-

-

-

-

-

2,096,673.00

7,163,260.50

9,259,934

-

9,259,934

-

65,266,621

165,868,382

37,964,407

818,839,410

756,816,349

719,486,339

657,463,278

Revaluation
Less :-Disposal during the period
Balance at the end of the period

549,740,000

-

Accumulated Depreciations

-

Balance at the begin. of the
period

-

Additions for the period
Less :-Disposal during the period
Balance at the end of the period
Net book value
22

549,740,000

60,179,166

25,363,368

85,542,534

71,851,851

85,806,397

71,971,982
13,834,415

217,752.95

16,854,324

4,824,900

21,896,977

13,690,683

22,041,236

-

2,096,673.00

7,163,260.50

9,259,934

-

9,259,934

-

217,753

74,936,818

23,025,007

98,179,578

85,542,534

98,587,700

85,806,397

65,048,867

90,931,565

14,939,400

720,659,832

671,273,815

620,898,639

571,656,881

591,618,222

368,155,131

591,618,222

368,155,131

5,521,433,154

4,602,147,352

5,519,933,154

4,602,147,352

1,750,818

5,695,281

1,750,818

5,695,282

6,114,802,194

4,975,997,765

6,113,302,194

4,975,997,765

Deposits from customers

-

Savings deposits
Fixed deposits
Others

105

HDFC Bank - AnnualReport 2009
Bank

23

Group

2009

2008

2009

2008

Rs.

Rs.

Rs.

Rs.

Borrowings
Debentures ( 23.1)
Government of Sri Lanka
GOSL Loans under Foreign Credit Lines

610,000,000

835,000,000

610,000,000

835,000,000

1,095,505,474

1,220,174,006

1,095,505,474

1,220,174,006

412,898,145

542,775,087

412,898,145

542,775,087

635,816,570

1,763,737,045

635,816,570

1,763,737,045

1,165,272,372

1,192,122,055

1,165,272,372

1,192,122,055

Dhananidana

814,008,769

801,497,340

814,008,769

801,497,340

Bank overdraft

416,722,627

179,455,254

416,728,390

179,718,906

-

106,764,065

-

106,764,065

5,150,223,956

6,641,524,851

5,150,229,719

6,641,788,503

Due Within One year

1,048,703,656

1,725,709,086

1,048,709,419

1,725,972,738

1-5 years

1,727,718,910

1,954,009,965

1,727,718,910

1,954,009,965

After five years

2,373,801,391

2,961,805,800

2,373,801,391

2,961,805,800

5,150,223,956

6,641,524,851

5,150,229,719

6,641,788,503

Borrowing from the market
Re-finance borrowings

Borrowings Against Gov Securities

-

23.1 Debenture Categories
Allotment Date

Maturity Date

Interest Payable

Interest Rate

Frequency

Bank
2009

2008

Fixed Rate :
January 2005

January 2009

Semi - Annully

11.75%

-

50,000,000

January 2005

January 2009

Semi - Annully

11.75%

-

50,000,000

January 2005

January 2009

Semi - Annully

11.75%

-

25,000,000

May 2006

May 2010

Semi - Annully

13.00%

10,000,000

10,000,000

May 2006

May 2010

Semi - Annully

13.00%

40,000,000

40,000,000

April 2006

June 2011

Semi - Annully

13.00%

25,000,000

25,000,000

December 2005

December 2015

Annually

2.50%

85,000,000

85,000,000

December 2005

December 2010

Annually

2.50%

55,000,000

55,000,000

December 2005

December 2020

Annually

2.50%

110,000,000

110,000,000

325,000,000

450,000,000

-

100,000,000

75,000,000

75,000,000

10,000,000

10,000,000

200,000,000

200,000,000

285,000,000

385,000,000

610,000,000

835,000,000

Floating Rate :
December 2005

December 2009

Semi - Annully

6 MonthWATB Rate+

June 2006

June 2010

Semi - Annully

6 MonthWATB Rate+

1.85% (Cap 15%)
1.85% (Cap 15%)
June 2006

June 2010

Semi - Annully

6 MonthWATB Rate+
1.85% (Cap 15%)

June 2007

April 2010

Semi - Annully

WAGTB + 1.75%

Grand Total
Bank
2009
24

Group
2008

2009

2008

Provision for taxation and deemed dividend tax
Taxation - current
ESC Payable

106

9,235

9,235

4,875,155

2,311,414

4,884,390

2,320,649
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24.1

Taxation - current
Debit, WHT and Paye tax
Deferred tax

Accrued expenditure
Dividend Payable
Others

2008

Rs.

Rs.

Rs.

Rs.
-

(23,734,489)

(34,987,223)

(26,045,903)

(37,298,637)

12,446,627

(1,857,313)

12,446,627

(1,857,313)

2,924,611

1,499,344

2,924,611

1,499,344

(16,535,402)

(11,036,779)

(16,535,402)

(11,036,779)

(24,898,652)

(46,381,972)

(27,210,066)

(48,693,386)

91,045,684

72,390,629

91,045,684

72,390,629

816,448,354

479,172,819

816,448,354

479,172,819

32,374,910

19,350

32,374,910

19,350

375,349,819

314,913,344

402,915,987

346,189,967

1,315,218,767

866,496,142

1,342,784,935

897,772,765

72,390,629

64,250,041

72,390,629

64,250,041

.1. Provision for Gratuity
Balance brought forward

26

2009

Other Liabilities
Provision for gratuity ( 25.1 )

25

2008

Provision for taxation and deemed dividend tax
VAT Payable

25

Group

2009

Provisions made during the year

20,980,988

11,794,519

20,980,988

11,794,519

Payments made during the year

(2,325,933)

(3,653,931)

(2,325,933)

(3,653,931)

Balance carry forward

91,045,684

72,390,629

91,045,684

72,390,629

2,000,000,000

2,000,000,000

2,000,000,000

2,000,000,000

962,088,646

962,088,646

962,088,646

962,088,646

36,799,251

Share Capital
Authorized capital

-

( 20,000,000 ordinary shares of Rs. 100/- each)
State Capital

-

( 6,471,022 ordinary shares of Rs. 100/- each )
27

Reserves
Statutory reserve fund

39,621,771

36,799,251

39,621,771

General Reserve

5,645,040

-

5,645,040

-

Special reserve

3,451,125

3,451,125

3,451,125

3,451,125

Revaluation Reserve
Other reserves

43,767,910

43,767,910

43,767,910

43,767,910

666,621,184

650,993,453

510,059,119

442,796,573

759,107,029

735,011,739

602,544,964

526,814,859
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28. Directors Interests in Contracts with the bank
None of the Directors possess any material interest on any transaction or proposed contract involving HDFC Bank of Sri Lanka
except for the disclosures in Note 29 of the Accounts. .

29. Related Party Transactions
I. Mr. S.M.M Yaseen being the Chairman of the Bank held the position of Chairman of the HDFC Real Estate Development Ltd, as
well.
II. Mr. Suresh Amarasekera who is the CEO/General Manager of the bank held office of the Managing Director of HDFC Real Estate
Development Ltd.,
III. Mr M.I M Rafeek who was a Director of the Bank held the office of Director of the HDFC Real Estate Development Ltd, too.
IV. There is a balance of Rs.240.65 Million in the current account of HDFC Real Estate Development Ltd ( HDFC RED Ltd ) as at 3112-2009 infavour of HDFC Bank. Out of this balance Rs.6.88 Million was granted during the year under review. This balance was
secured by sales proceed of the housing project at Avissawella assigned by a MoU singed with HDFC RED Ltd .The rate of interest
for this facility is floating and decided by management considering market interest rate .

V. HEAD OFFICE PREMISES
The Bank occupied in premises of National Housing Development Authority (NHDA) for which a rent of Rs.17.4 Million is paid,
annually. In addition, the office maintenance, renovation and modernization costs are borne by the Bank. Mr.A W Dayananda be
ing a Director of HDFC bank is the present Vice Chairman of NHDA, too.

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

		Amount of

facility
		

		

facility
Rs.Mn

Nature of

Value of

Balance

security

security

as at 31/12/2009

Rs.Mn

Rs.Mn.

			

(1). Securitization IV

506.0		

Housing Loans receivable

750.00

25.87

(2) Securitization V

200.0 		

Housing Loans receivable

249.50

37.50

(3). Over draft

100.00 		

Part of Loan portfolio

150.00

114.85

(Sampath Bank )
(4). Over draft

( Actual utilization )

78.50

150.00

90.40

100.00		

Part of Loan portfolio

175.00		

Part of Loan portfolio/EPF Loan receivable

( People’s Bank )
(5) Over draft
( HNB )
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Maturity Analysis as at 31st December 2009 ( Rs.000’)		

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 or Liability

Up to

3 to 12

1 to 3

3 to 5

More than

3 Months

Months

Years

Years

5 Years

Total

Assets
Cash

40,215

40,215

Due from Banks

398,346

398,346

Investments

210,000

761,250

Loans & Advances

395,160

1,199,058

2,333,693

2,110,794

720,660

720,660

Other Assets

22,558

56,634

92,255

3,584

9,529

184,561

Total Assets

1,066,279

2,016,941

2,425,948

2,114,379

6,677,893

14,301,441

7.46%

14.10%

16.96%

14.78%

46.69%

100.00%

1,721,196

1,721,196

2,592,245

2,997,697

146,404

215,782

162,674

6,114,802

363,028

685,675

1,156,114

571,605

2,373,801

5,150,224

971,250

Fixed Assets

Percentage

5,947,704

11,986,409

liabilities
Total Capital Fund
Deposits
Borrowings
Other Liabilities

415,936

234,977

194,862

43,865

425,579

1,315,219

Total Liabilities

3,371,210

3,918,349

1,497,380

831,252

4,683,250

14,301,441

23.57%

27.40%

10.47%

5.81%

32.75%

100.00%

Maturity Gap

-2,304,930

-1,901,409

928,568

1,283,127

1,994,643

Cumulative Gap

-2,304,930

-4,206,339

-3,277,770

-1,994,643

Percentage

7000
6000
5000
4000
3000
2000
1000

Up to3 Months

3 to 12Months

1 to 3Year s

Assets

3 to 5Years
Liabilities
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Statement of Value Added		
		
For the period ended 31st December 2009		
BANK
%

2009

GROUP

%

2008

%

2009

%

2008

2,216,371,783

1,941,301,977

2,216,461,342

Other Income

52,326,149

33,084,882

52,326,149

33,084,882

Gross Income

2,268,697,932

1,974,386,859

2,268,787,491

1,861,428,758

Cost Of Service

1,722,099,139

1,737,132,146

1,724,586,497

1,761,927,340

546,598,793

237,254,713

544,200,995

99,501,418

Interest Income

Total Value Additions

1,828,343,876

Value Distributed
To Employees
(Remuneration & Benefits )

50.7

277,153,581

99.8

236,688,176

To Government
6.3

34,618,210

Value Added Tax

14.2

Debit Tax

0.0
5.9

6.4

34,618,210

77,425,100

11.3

26,877,176

14.2

101,656

(0.0)

(23,894)

0.0

32,355,110

-

4.4

24,095,289

(38.8)

Depreciation

4.0

21,896,977

Loan Loss Provision

14.4

Total Value Distribution

100.0

21

27.0

26,877,176

101,656

(0.0)

(23,894)

5.9

25.3
32,355,110

-

-

-

(92,098,510)

13.9

75,730,106

(234.1)

5.8

13,690,683

4.1

22,041,236

13.9

13,834,415

78,952,870

22.9

54,402,309

4.4

23,819,846

54.7

54,402,309

546,598,793

100.0

237,254,713

100.0

544,200,995

100.0

99,501,418

To Employees

2009 (Bank)

6

77,425,100

-

-

Retained Profit

(1,658,019)

-

Retained in the Business

(1.7)

20.6

-

238,987,296

-

(2,281,226)

10.4

240.2
-

(1.0)

20.5
To Share Holders ( Dividend )

278,109,731

-

-

Income Tax

51.1
-

-

4

To Employees

2008 (Bank)

To Govenment

(232,917,864)

To Govenment

To Share Holders
(Dividend)

To Share Holders
(Dividend)

Retained Profit

Retained Profit

39
51

10
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Capital Adequacy		

As at 31st December 2009		
		
		

Computation of Risk - Weighted Assets ( Solo Basis )
Assets

1

Cash- Local Currency

2

Sri Lanka Govt Treasury Bills & Bonds

3

Other Securities guaranteed by the Sri lanka Government

4

Loan & Advances

Balance

Risk Weight

Risk Weighted

Rs,000'

%

Balance Rs.000

40,215

0%

595,503

0%

4.1.1

Claims that qualify for regulatory capital purposes

2,312,331

50%

1,156,165

4.1.2

Claims that not qualify for regulatory capital purposes

4,558,893

100%

4,558,893

Housing loans against EPF.

4.2
4.2.1

3,311,908

0%

Cash Margin Loan

214,102

0%

Retail claims that qualify for regulatory capital purposes

705,363

75%

Non Performing Assets
Primary mortgage over residential properties
Specific provisions are more than 20%
Specific provisions are less than 20%

4.2.2

5

529,022

3,410

50%

1,705

696,800

100%

696,800

Housing loans on Guarantors & others
Specific provisions are more than 20%

20,241

100%

20,241

Specific provisions are less than 20%

257,835

150%

386,753

Due From local Commercial Banks ( AAA to BBB- )

708,346

20%

141,669

Claims on Financial Institutions/Primary Dealers/Finance Companies
(A+ to BBB)-

100,543

50%

50,271

6

Fixed Assets

720,660

100%

720,660

7

Other Assets

99,927

100%

5.1

Total Risk Weighted Assets

14,346,077

Total Risk-weighted amount for Operational risk

99,927
8,362,107
776,825

Total risk-weighted amount

9,138,931

Computation of Capital
Tier 1 : Core Capital
8

Paid up Ordinary Shares

647,102

9

Share Premium

314,986

10

Statutory Reserve Fund

11

Retained Profits

12

General & Other Reserves

9,096

13

Current Year audited Profit

15,628

39,622
650,993
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Deductions/Adjustments-Tier 1					
14

Net deferred tax assets

(16,535)

15

Advances granted to employees of the bank for the purchase of shares of the bank under a share ownership plan

(49,839)

Total Tier 1 Capital

1,611,054

Tier 2 Supplementary Capital

Revaluation Reserve ( as approved by CBSL )

General Provision

94,475

Total Tier 2 Capital

1,705,529

Capital Adequacy Ratio
Tier I ( Min Required Ratio 5% )
Ratio

Tier 2 ( Min Required Ratio 10% )
17.63%

Ratio

18.66%

Core Capital

1,611,054

Capital Base

1,705,529

Risk Weighted assets

9,138,931

Risk Weighted assets

9,138,931
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Ten Year Summary
Rs,Mn

Operating Results
Income Statements
Total Income
Profit Before Tax
Income Tax & Finance
VAT
Profit After Tax
`
Balance Sheet
Assets
Current Assets
Housing Loans
Property & Equipment
Investment in Subsidiaries

Total Assets
Liabilities
Long Term Liabilities
Short Term Liabilities
Long Term Funds &
Deposits
Other Liabilities
Shareholders’ Funds

Total Liabilities

2009 2008

2007

2006

2005

2004

2003

2002

2001

2000

2,269
168
112

1,974
(68)
25

1,741
93
72

1,285
308
136

1,056
217
100

947
235
53

830
254
56

654
174
32

479
189
64

420
142
40

56

(92)

21

172

117

183

198

142

125

102

1,668
11,913
721
-

1,336
12,149
671
25

1,477
11,869
111
25

462
10,133
85
25

623
8,100
85
25

216
7,118
42
-

228
5,826
33

193
4,750
53

81
3,591
36

66
2,894
30

14,301 14,181

13,482

10,705

8,833

7,376

6,087

4,996

3,708

2,990

4,732
418
6,115

6,329
312
4,976

4,935
1,133
4,959

5,286
1,090
2,501

5,017
633
1,536

4,363
846
1,140

4,107
761
312

3,499
641
41

2,256
677
41

1,817
560
39

1,315
1,721

866
1,697

666
1,789

28
1,800

5
1,642

14
1,013

22
885

12
803

11
723

13
561

13,482

10,705

8,833

7,376

6,087

4,996

3,708

2,990

3.26

27.39

26.71

44.39

48.03

34.35

34.51

28.16

276.49

278.16

268.19

245.72

214.68

194.78

199.59

154.87

0.17

1.77

1.44

2.72

3.57

3.26

3.73

3.52

1.17

9.61

7.13

18.07

22.37

17.68

17.29

18.18

14,301 14,181

Performance Indicators
Earnings Per Share
8.72
(14.23)
(Rs.)
Net Assets Value Per
265.99 262.26
Share (Rs.)
Return on Average
0.40
-0.67
Assets (%)
Return on Equity %
3.30
-5.28
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Share Information

As at 31-12-2009

Resident
Shareholders

No of
Share
holders

Non Resident

No of
Shares

No of
Share
holders

%

No of
Shares

Total
%

No of
Share
holders

No of
Shares

%

1

- 3,279

630,747

9.75

13

4201

0.06

3292

634,948

9.81

1,000
1,001

- 227

634,152

9.80

3

15,100

0.23

230

649,252

10.03

10,000
10,001

- 45

1,156,000

17.86

0

0

0.00

45

1,156,000

17.86

100,000
100,001

- 4

812,822

12.56

0

0

0.00

4

812,822

12.56
49.73

1000,000
Over
1,000,000

1

3,218,000

49.73

0

0

0.00

1

3218000

Total

3556

6451721

99.71

16

19301

0.29

3572

6471022 100.00

December 31,2009
No of
Share
holders

%

December 31,2008

No of
Shares

%

Individuals
Institution

3,412
160

95.52
4.48

1,662,219
4,808,803

25.69
74.31

Total

3,572

100.00

6,471,022 100.00
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No of
Share
holders

%

No of
Shares

%

3,533
177

95.23
4.77

1,376,760
5,094,262

21.28
78.72

3,710

100.00

6,471,022 100.00
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1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20

Name Of Shareholder

No. of
Shares

Percentage (%)

National Housing Development Authority
Legalinc Trustee Services Private Ltd.
DPMC Financial Services (Pvt) Ltd. Account No 01
Capital Alliance Holdings Ltd.
Miss Cooray
Mr. Silva
Seylan Bank Ltd. / Jayantha Dewage
Bank of Ceylon No. 1 Account
Phoenix Ventures Ltd.
Timex (Garments) Ltd.
Mrs. Sukirtha
Commercial Bank of Ceylon PLC A/C No. 02
DFCC Bank A/C No. 01
Mr. Thavagnanasundaram
Building Materials Corporation Ltd.
Common Amenities Board
Urban Development Authority
Mr. Kandegedara
Mr. Esufally
Mr. Haji Omar

3,218,000
348,522
251,800
112,000
100,500
100,000
100,000
90,900
57,700
50,000
47,900
38,000
37,400
34,800
30,000
30,000
30,000
29,900
25,700
25,500

49.73
5.39
3.89
1.73
1.55
1.55
1.55
1.40
0.89
0.77
0.74
0.59
0.58
0.54
0.46
0.46
0.46
0.46
0.40
0.39

Total

4,758,622

73.54

As per Rule No 8.7 ( h ) of the Colombo Stack Exchange, percentage of public holding as at December 31.2009 was 50.21% (50.25%as at December 31 2008 )
Market Value Per Share

-

Highest Rs.191.75

			

-

Lowest Rs.49.50

Equity 			

-

Earning per Share

			

-

Net Asset per Share

Financial Highlights

The market price per share as at 31st December 2009, as quoted by Colombo Stock Exchange was Rs.147.75
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NOTICE OF THE ANNUAL GENERAL MEETING
(Amendment)
Notice is hereby given that the 25th Annual General Meeting of the Housing Development Finance Corporation Bank of Sri Lanka will be held at
the Park Premier Banquet Hall at Excel World Entertainment Park (No. 338, T. B. Jayah Mawatha, Colombo 10) on 30/06/2010 at 10.30 a. m. for
the following purposes.

1.

The Chairman’s Address

2.

To receive and consider and adopt the Annual Report of the Bank and the Audited Accounts of the bank for the year ended 31st
December 2009 together with the Report of the Auditor thereon.

3.

To declare a dividend as recommended by the Board of Directors of the Bank. [Five Rupees (Rs. 5/-) per share]

4.

To appoint Five Shareholding Directors..

5.

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

6.

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

BY ORDER OF THE BOARD
Mrs, K. T. D. D. De Silva
The Secretary
HDFC Bank
Colombo
06th of June 2010
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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.
2.
3.
4.
5.

Mr. ……………………………………… of ……………………………………. whom failing
Mr. ……………………………………… of ……………………………………. whom failing
Mr. ……………………………………… of ……………………………………. whom failing
Mr. ……………………………………… of ……………………………………. whom failing
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 of June 2010 at 10.30 a.m.
and at any adjournment thereof, and at every poll which any be taken in consequence thereof.
Singed this ………..… day of ……………………..………. 2010.

……………………….....................
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 10.30 a.m. on 28th of June 2010.

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 company or corporation or an incorporated body 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.
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CORPORATE INFORMATION
Name		
:
The Housing Development Finance Corporation Bank of Sri Lanka.
Legal Form
:
A licensed specialized bank 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 Office :
Address :
P.O. Box 2085, Sir Chittampalam A Gardiner Mawatha, Colombo 02.
Telephone:
2356800, 2446241, 2446239, 2447354, 2447314
Fax
:
2446392
	Web Site :
www.hdfc.lk
E-mail :
hdfc@sltnet.lk
Company Secretary :
Mrs. Dharshani De Silva
			
Attorney – at – Law & Notary Public, Company Secretary,
			
Commissioner of Oaths.
Address		
:
P.O. Box 2085, Sir Chittampalam A Gardiner Mawatha, Colombo 02.
Telephone
:
Direct No. 2423362, 2446241, 2446239, 2447354, 2447314
E – Mail		
:
secretary@hdfc.lk
Registrars
:
SSP Corporate Services (Pvt.) Limited
Address		
:
101, Inner Flower Road, Colombo 03.
Telephone
:
2573894
Fax		
:
2573609
E-Mail		
:
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,
Colombo Road, Gampaha
Hatton National Bank
Head Office, Darley Road,
Colombo 10.
119

