What you see
IS what you get

At DIMO we deeply value the qualities of trust, loyalty, faith and confidence.
That is why we have spent years building our reputation and inspiring these powerful
emotions in the hearts of our stakeholders across the island and beyond. Today, we
are very proud of the belief our stakeholders have in us, that we will always serve
every one of them with dependability, empathy and care.

'Creating value responsibly’ is how we describe our corporate purpose. Inherent
in those simple words is also our belief that such value must be inclusive and
sustainable, achieved with integrity, reliability and transparency. We are deeply
committed to being a responsible corporate citizen, following global best practises in
good governance and disclosure not only in our annual integrated reports, but right
through to the simplest of the thousands of transactions we perform every day.

This premium placed upon absolute probity is what drives the success we enjoy
today as a respected and valuable business enterprise that is strongly positioned,
consistently profitable and above all, perfectly transparent.

Because with DIMO, you can be sure that what you see is always what you get.
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Responsible value creation is the fundamental
promise we make to all our stakeholders. We
aim to build an organisation and resources
that will deliver this promise today and over
the long term. Every day we strive to improve
our economic, social and environmental
performance, in order to deliver results of

holistic value, the diverse elements of which

we bring together in the integrated report we
produce at the end of each year.

A brief introduction precedes each section
describing the information that follows, in order
to bring clarity and connectivity to the multiple
The process by which we create value is a processes that result in the value we create for
complex one. That's why we have sectioned the thousands of stakeholders we serve.
this book to make it easier for our readers to

understand the various aspects of our value

creation.

We are very pleased to present this, our sixth integrated Annual Report to all our stakeholders
today! This first section makes things clear, starting with a short guide to reading this report. This is
followed by an overview of DIMO, our history and our financial and operational highlights for the
year, giving the reader a frame of reference for the detailed disclosures that follow.

Welcome to Our Sixth Integrated Annual Report 6

Highlights of the Year 2015/16 7

The DIMO Legend 8

The Group Structure 10

A perfectly transparent look at who we are and how we work. This section includes an introduction
to the Board of Directors, senior management and leadership. The pages following also include the
message from the Chairman/Managing Director, AR Pandithage and the Group Chief Executive Officer
AG Pandithage's statement analysing DIMO's performance in the year under review.

Importantly, this section also provides an introduction to the performance and conformance
dimensions of DIMQ's Enterprise Governance.

Chairman's Statement 12

Chief Executive Officer's Review 16
The Board of Directors 20

The Group Management Committee 24

Enterprise Governance 26

We pride ourselves on a clear-cut delivery of value. In this key section of the report we discuss
the DIMO value creation model and overall strategy in detail. You will also learn more about how
we engage with our stakeholders to receive their feed-back, because this is important to DIMO in
relation to stewardship, as a capital and for sustainability and risk management.

Value Creation Model 28

Strategy 30

Stakeholder Engagement 31

Our operations are completely above board and visible to everyone. Here we look at the capitals
that provide inputs, the performance of diverse business segments and our value creation activities.
We also describe the economic, social and environmental impacts of our value creation activities
and Risk Management which together form part of the performance dimension of Enterprise
Governance at DIMO.

The Capitals Report 36
Business Report 54

Impact Management Report 62
Risk Management Report 76
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This is where we present a very clear picture of how DIMO implements responsible and transparent
governance across the Company at every level. The conformance aspects of Enterprise Governance
are presented in detail in the pages that follow, together with the relevant confirmative statements
and reports.

Senior Independent Director's Statement 82
Conformance 83

Committee Reports 91

Responsibility Statement of Chairman/ Managing Director,
Chief Executive Officer and Chief Financial Officer 95

The year's monetised results are clear and unambiguous. DIMO is proud to present another excellent
performance to our stakeholders this year. In this section we present our financial statements
and details relating to our financial position and performance, followed by other supplementary
information.

Annual Report of the Board of Directors 98

Board of Directors’ Statement on Internal Controls 102

Statement of Directors' Responsibilities for Financial Statements 103
Financial Calendar 104

Independent Auditors' Report 105

Financial Statements - Section 1 106

Corporate Information - Section 2 112

Basis of Accounting - Section 3 113

Specific Accounting Policies and Notes - Section 4 116

Other Disclosures -Section 5 145

The final section can be read at a glance and includes information supplementary to the main body
of this report.

Appendix | - Share Information 148

Appendix Il - Code of Best Practice on Corporate Governance Detailed Disclosure 150
Appendix Ill - GRI Content Index for ‘In accordance” Comprehensive 166

Appendix IV - Independent Assurance Statement on Non-Financial Reporting 170
Appendix V - Ten Year Summary 173

Appendix VI - Glossary 174

Corporate Information 175

Notice of Meeting 176

Form of Proxy 177



To be the corporate role
model that inspires and
touches the life of every
Sri Lankan, every day.

To create value responsibly.

DImo is aware of the environmental impact of the plastic used in the production
in this report. In the interests of minimising this impact, Dimo pledges to recycle
twice the total amount of plastic used for the production of this report. All
employees at Dimo will be engaged in this initiative.

Shareholders may return this annual report to any Dimo outlet for recycling.

IE The HTML version of the Annual Report 2015/16 can be read at
http://www.dimolanka.com/finvestors/financial-reports

. Supplementary information of the Annual Report 2015/16 can be read at
http://www.dimolanka.com/sustainability-performance/
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Making things
clear

We are very pleased to present this, our sixth integrated Annual Report to all
our stakeholders today! This first section makes things clear, starting with a
short guide to reading this report. This is followed by an overview of DIMO,
our history and our financial and operational highlights for the year, giving

the reader a frame of reference for the detailed disclosures that follow.
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¥ This report is organised around DIMOQ's story of value creation. The
key aspects of our value creation process are the different forms
of capital that provide the inputs, and the value creating activities
that result in outputs, outcomes and impacts, while the entire
process is driven by enterprise governance.

Here is a description of the context and
framework of our reporting.

The Companies Act No.7 of 2007 and the Listing
Rules of the Colombo Stock Exchange require
that the Company publishes its annual report
within a specified period after the end of its
financial year. They also stipulate specific
requirements and disclosures that must be
incorporated in the annual report. In parallel,
the Board's
demands transparency on matters relevant

commitment to stewardship
to stakeholders. Potential investors also seek
information relating to the value creating
ability of the company. This Annual Report is
produced primarily to address and fulfil these
requirements.

This is the Company's sixth integrated Annual
Report. This report is organised around DIMQ's
story of value creation. The key aspects of our
value creation process are the different forms
of capital that provide the inputs, and the
value creating activities that result in outputs,
outcomes and impacts, while the entire process
is driven by enterprise governance. DIMOQ's
value creation model aims to create value
while balancing the Company's responsibilities
towards its diverse stakeholders, including its
shareholders and the environment. How the
Company achieved this over the past financial
year through performance and conformance
is discussed comprehensively through the
different sections of this report.

The Financial Statements of the Company up
to and as at 31st March 2016 were prepared

a

in accordance with the applicable Sri Lanka
Accounting Standards.

The Company is in compliance with the laws and
requlations, the Companies Act No. 7 of 2007
and the subsequent amendments, and the Listing
Rules of the Colombo Stock Exchange (CSE). We
have followed the 2013 version of the Code of
Best Practice on Corporate Governance issued
jointly by The Institute of Chartered Accountants
of Sri Lanka (CA Sri Lanka) and the Securities and
Exchange Commission of Sri Lanka (SEC) . Details
of compliance with this code are provided from
page 82 to 95.

The Company is a member of the business
International
(IIRC).  The
Integrated Reporting Framework has been

network of the Integrated

Reporting  Council Council's
applied to this, the Group's sixth integrated

report for 2015/16.

The report also contains the GRI G4 key
required by the
Sustainability Reporting Guidelines of the

performance indicators
Global Reporting Initiative (GRI). A soft copy of
this Annual Report and key information relating
to sustainability are available on the Company
website: www.dimolanka.com. This information
is prepared “In
accordance- comprehensive” of the GRI (G4)

relating to sustainability

guidelines. The GRI (G4) index is available from
page 166 to 169.

The Greenhouse Gas Protocol Corporate
Standard published by World Resources
Institute (WRI) and World Business Council for

This report can be viewed on Internet Explorer 9.x or higher, Mozilla Firefox® 32.x or

higher, Safari 6, or higher, Chrome 23 or higher
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Sustainable Development (WBCSD) has been
used to measure and report on the Group's
carbon footprint.

This report also acts as a Communication on
Progress (COP) for the United Nations Global
Compact.

The information content of the report covers
the economic, social and environmental impacts
resulting from the value creation activities of
the Company and its subsidiaries operating
across the island, and includes a reasonable
assessment of potential impacts. This report
also contains the objectives set by the
Sustainability Committee, which are formulated
based on material aspects identified. The test
of materiality embedded in our processes has
ensured that we report on all material issues
relating to sustainability with regard to aspects
internal and external to the organisation within
the sphere of influence of the Company. The
DIMO stakeholder identification process ensures
stakeholder inclusiveness. The Sustainability
Committee has approved all the information
and data relating to sustainability objectives
that are contained in this report.

This Annual Report relates to the activities
of Diesel & Motor Engineering PLC and its
subsidiaries, collectively referred to as the DIMO
Group, spanning a 12-month period ending
31st March 2016. There have been no changes
in reporting scope and/or boundaries from the
previous year. Non-financial information in this
report pertaining to the previous year has not
been restated, unless otherwise stated. The non-
financial information contained in this report
was audited by DNV Business Assurance Lanka
(Pvt) Ltd according to the AA1000 Assurance
Standard. The Assurance Statement is available
under appendices from page 171 to 172.

The Independent Auditor's opinion on the

Financial Statements is available in the

Independent Auditors' Report on page 105.
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How it all began
1939 -

In 1939, four young men - Stephen Peries, Pandithage Don Alexander, Cyril
Algama and Harold Algama launched their own workshop in a rented premises
off Prince of Wales Avenue, Panchikawatte. It was from this tiny company
that the massive conglomerate of Diesel & Motor Engineering PLC or DIMO,
originated.

By 1945 DIMO was incorporated as a private, limited liability company and in
1949, DIMO went into partnership with Mr. F. K. Heller, a representative of a
German company, Lohmann & Company. Mr Heller had launched Heller and
Company in Sri Lanka in 1932, with the distributorship of several great German
brands - Mercedes Benz, Bosch and Siemens. His active partnership with the
DIMO led to a significant expansion of the business. By 1952 a showroom,
stores and workshop were all open for business.

A powerful partnership
1960 -

TATA Motors, India ventured into the international
market starting with Sri Lanka by partnering with
DIMO in 1961. Thus began one of the most successful
business relationships which paved the way for years
of mutual trust and success. 1964 - Listing with the
Colombo Brokers' Association

DIMO diversifies
1970 -

In spite of having to work in a planned economy, DIMO
endured, due in large part to a focus on after-sales service

and a reputation for always putting their customer first.
DIMO began producing radiators, brake linings, gaskets and
kingpins which were very rare, due to the import restrictions
in place at the time.
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World class quality standards
2000 - 2008

The new millennium saw DIMO reach a pivotal milestone
' ................................ by achieving 1SO 9001:2000 for operational practices and
T . ISO 14001: 2004 for environmental management practices,
A certified by Det Norske Veritas Inc. (DNV).

In 2008, the Company's logistic operations were relocated to
Weliweriya which is situated in the Gampaha district.
Developing talent and skills

1990 - 2000

DIMO realized that Sri Lanka was experiencing a ‘brain drain’, and it
became vital to develop human resources. The dawn of the 90s witnessed
the launch of the DIMO Automobile Training School (DATS) established

in collaboration with Daimler AG, Germany, to develop a program of
international standards. The school became the first in the private sector
to offer training in automotive technology as a social service.

In 1996, the Company relocated its after dales and service workshops '
of commercial vehicles. Construction Machinery and Power Systems to
Siyambalape, Biyagama. The workshop complex is equipped with state of

the art machinery and equipment.

Moving to a new level
2008 - -to the present

Years of responsible behaviour and a strong focus

on service quality enabled DIMO to achieve global
recognition. A new era of business diversification was
set in motion after the war ended in Sri Lanka. In 2014
DIMO opened a state of the art Mercedes-Benz Sales &t
Aftercare Centre designed to showcase the Mercedes
Benz Experience.

Today DIMO is truly a global yet local company, one
that has always reflected the enduring spirit of Sri
Lanka on its seventy-six year journey to success.




G4-17

Company Division Segment
Diesel & Motor
Engi ing PLC
e ey Automobile > Vehicle
Founded 1939 : Sales
Inc. 1945
> Vehicles
After-Services
DIMO
Industries > ;
> : (Private) 7 > Mar.ketlng, Marketing &t
Limited % Projects & Distribution
Inc.1979 / Travels
DIMO .
Construction
Travels :
. } (Private) & Material
Limited Handling
Inc.1975 Equipment
DIMO Electrg—
(Private) Industrial Mechanical,
~— Limited 5 Bio-Medical
imite Solutions & Marine
Inc.1980 . .
Engineering
Board of Directors
Company Name Name of the Directors

Diesel & Motor Engineering PLC  AR. Pandithage (Chairman/Managing Director), A.G. Pandithage (Group CEQ), AN Algama, S.C. Algama Dr. H.
Cabral, B.C.S.A.P. Gooneratne, Prof. U.P. Liyanage*, A.M. Pandithage, R. Seevaratnam, R.C. Weerawardane

DIMO (Private) Limited

AR. Pandithage (Chairman), S.C. Algama (Managing Director), R.H. Fernando, B.C.S.A.P. Gooneratne, A.G.
Pandithage, W. Pushpewala, C. Ranawana, R.C. Weerawardane

DIMO Travels (Private) Limited AR. Pandithage (Chairman), S.C. Algama, M.V. Bandara, E.D.C. Kodituwakku

DIMO Industries (Private) Limited = AR. Pandithage (Chairman), S.C. Algama, A.C.G. Dias**, B.C.S.A.P. Gooneratne, A.G. Pandithage, R.C. Weerawardana

*  Ceased to be a Director with effect from 10th August 2015.
** Ceased to be a Director with effect from 31st July 2015.
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Perfectly
transparent

A perfectly transparent look at who we are and how we work. This
section includes an introduction to the DIMO Board of Directors, senior
management and leadership. The pages following also include the message
from the Chairman/Managing Director, AR Pandithage and the Group Chief
Executive Officer AG Pandithage's statement analysing DIMO's performance
in the year under review.

Importantly, this section also provides an introduction to the performance
and conformance dimensions of DIMO's Enterprise Governance.
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16 Group Chief Executive Officer's Review
20 The Board of Directors
24 The Group Management Committee
26 Enterprise Governance
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947 Mn

Profit After Tax
increased by 59% from Rs. 596 million
to Rs. 947 million.

Perfectly transparent
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¥ This year we chose transparency as the theme of our
Annual Report because it is an important facet to the way
we do business. The practice of transparency is to fulfill
our stewardship obligations as well as to build-up our

stakeholders' trust in us.

Dividend Per Share
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In this year's Annual Report, we discuss
precisely how we ‘create value responsibly’, by
analysing and describing in detail the work we
do to elaborate the protocols of responsibility,
accountability and transparency. These three
fundamentals govern everything we do.

DIMO has long been a benchmark of corporate
excellence. The premium we place on absolute
probity guarantees that what our stakeholders
see is always what they get.

This year we chose transparency as the
theme of our Annual Report because it is an
important facet to the way we do business.
The practice of transparency is to fulfill our
stewardship obligations as well as to build-up
our stakeholders' trust in us. Trust is a pre-
requisite to build business partnerships and
human capital.

Overall, the external factors did not seem
helpful for our business during the year.

*  The AWPLR increased from 7.01% in April
2015 t0 9.12% by end of March 2016.

¢ The Rupee depreciated against the US
dollar by 8.28% during the financial year.

* The GDP growth rate for the calendar year
2015 reduced to 4.8% from previous year's
4.9%.

This was in contrast to the conducive
environment that existed during the previous
financial year.

One would expect industry volumes to decline
in such an environment. Yet, we had mixed
fortunes. Exceptin the construction and material
handling equipment segment our industry
volumes increased with an overall growth
for the year 2015/16. However, following the
imposition of the mandatory Loan to Value
(LTV) ratio for vehicle leases the total industry
volume of the vehicles segment declined during
the last quarter.

Against a backdrop of favourable industry
volumes, the DIMO tribe brought in positive
financial results  which gives us a sense of
achievement.

¢ The EBIT increased 46% from Rs. 1,270
million to Rs. 1,850 million

° The budgeted profit before tax for the year
was achieved

©  The profit after tax increased 59% from Rs.
596 million to Rs. 947 million

*  The ROE increased from 6.43% to 9.46%

*  Monetised value added grew by 49%

¢ Carbon footprint tCO,e per Rs. 1.0 million

turnover reduced from 0.2413 tCO,e to
0.1917 tCOLe.

The Board declared a first and final dividend of
Rs. 27.00 (Rs. 20.00 - 2014/15) per share for the
year ended 31st March 2016, which will be paid
on 10th June 2016.



| have visited every key location and felt
overwhelmed by the commitment | saw in my
tribe members. Their passion and pride affirms
our ethos "DIMO Tribe - Living with values and
pride”

We are committed to sustainable development.
We have pledged to act responsibly when
carrying out our business activities and
to be responsive to the expectations of
our stakeholders. We will also participate
voluntarily in activities beyond the boundaries
of our entity, taking on our share of collective
responsibility. This endeavour is driven through
the management of economic, societal and
environmental impacts discussed in more detail
from page 63 to 74 in this report.

We opened our branch in Jaffna in 2009 shortly
after the cessation of hostilities. In keeping
with our strategy for market leadership in
commercial vehicles in the Northern Province,
we made a substantial investment in our newly
relocated Jaffna Branch, which was opened in
June 2014. | am pleased to inform you that after
a slow start, our commercial vehicles sales in
the North have now reached maturity and are
contributing to the Group's profitability.

It was in 2007 that we commenced business
at our present branch premises in Kurunegala.
Since then, the business volume has grown
significantly. The present location is now
inadequate to serve our customers in the manner
that we would like. Kurunegala also can serve
as a regional centre due to its unique location.
We have just commenced constructing our
new Kurunegala Branch on a 05 acre free hold
property and expect it to be functional during
the current financial year. Once completed it
will have showroom facilities for 23 vehicles,
19 working bays, 03 washing bays and will be a
vehicle yard for more than 06 vehicles.

| lead a tribe that | feel has mastered their art
and | am confident that DIMO has what it takes
to sail through tough challenges.

Frequent government policy

towards vehicle imports and tariff structures

changes in

have meant that the competitive strategies we
devise become obsolete in a short period of
time. We have witnessed frequent changes in
valuation systems, tariffs and import conditions
relating to vehicles during the past few years.
Therefore, we seek consistency in government
policy towards vehicle imports and tariff. We
are also of the strong opinion that the existing
system for deriving the value for import tariff
needs careful re-consideration.

There remains a scarcity of technically skilled
labour in vocations related to our businesses.
This is perhaps due to the shortage of high
quality technical colleges and the absence of
suitable long term courses relating to technical
and vocational education in areas such as
automobile engineering. We are paying close
attention to opportunities in technical training.

As | said last year, the increasing demands
from our foreign principals for investments to
support their product portfolios need careful
planning and consideration. It is imperative
that we meaningfully assess the viability of
such expectations and take all aspects into
consideration when drawing up our investment

plans.

Your Company has now entered a phase
of inducting young future leaders with a
"millennial mindset" Their aspirations and
behaviour seem to test many beliefs and
assumptions that we hold. This same applies to
the new generation customers. Helping all tribe
members become accustomed to the millennial
mindset needs careful attention. This aspect will
remain an important priority of our leadership
coaching.

It is important that we build an organisation
that has the internal strength and resilience
to be a meaningful citizen and a sustainable
entity in the long term. Therefore we prioritise
aspects such as living our values, building our
knowledge, retaining our talent, adopting
best practices, systems and procedures, and
establishing robust governance mechanisms.
While being satisfied with our multiple efforts
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in these areas, we realise that it is equally
important to subject these to scrutiny by
independent parties with the requisite expertise
and industry knowledge. We seek certification
and assurance for our quality and environmental
management systems. We are also humbled
by the recognition received for our Corporate
Citizenship, Human Resource Management and
Reporting Practices.

We are aware that cost centred competition
alone will not make us successful. Therefore,
the search is always on for multiple strategies
focused on delivering an enhanced customer
experience, which will be our differentiating
factor. This requires our differentiation strategy
to be well supported by innovation. | always
encourage my tribe members to be innovative
in our offering, its delivery and in the entire
value chain.

We are excited by what modern technology
offers us and enjoy a competitive advantage
as an early adopter of new technologies. This
year too we have invested on upgrading in
new technology and equipment to expand the
value we offer to our customers. Our foreign
principals are among the leading innovators
in modern technology and we are privileged to
collaborate with them. Our adaptation to state
of the art technology is a contributory factor
when introducing new products, and has helped
us to attract new principals.

Your Company has always been closely
associated with the automobile industry, but
over the last few years we have diligently
pursued expansion into new sectors such
as infrastructure development, mechanical
and electrical engineering, building services
and allied areas. These strategic additions to
ou

=

portfolio allow us to position ourselves
integrated solutions provider for
the construction industry, and | note with
satisfaction that even in a difficult year for the
industry, we have had a reasonable performance,
in the electro-mechanical engineering business.

as an



The organisation takes care of its employees and
they in turn take care of our customers and other
stakeholders. This is the principle behind our
"Employee First" approach. A content, engaged,
rightly  skilled
workforce will always drive value creation.

motivated, empowered and

| have been humbled by the many accolades that
we received during the year. Last year's Annual
Report was adjudged the best Annual Report
by The Instituted of Chartered Accountants of
Sri Lanka; Association of Chartered Certified
Accountants (ACCA) named us the
winner for Sustainability Reporting; DIMO
was named one of the best workplaces in the
country by the Great Places to Work Institute;
TATA Motors named us the best distributor
amongst all their partner countries. These are a
few among many other accolades we received.
| feel privileged to lead a tribe that brings home
such recognition.

overall

Collaboration and differentiation drive our
corporate strategy. Our diverse synergies and
collaborations  with business partners and
employees set us apart from the competition
and help us in our efforts to deliver better value
to our stakeholders. Our corporate strategy is
discussed in greater detail on page 30.

Our pioneering efforts in integrated reporting
has given a new dimension to our corporate
reporting. This has also given us an opportunity
to go beyond monetised value creation to look
at the organisation more holistically, particularly
the aspects of non- monetised value. This
harmonises well with our stakeholder centred
business philosophy, where non- monetised
value is given due importance.

We made an announcement last August at the
Colombo Stock Exchange about the demise of
our colleague Professor Uditha Liyanage, who
made a remarkable contribution to the growth
of the Company during his tenure of almost
nine years. | have benefited immensely from his
counsel and advice. Thank you Uditha. May you
attain eternal bliss.

Perfectly transparent
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¥ We have invested significantly in expanding the capacity of the
vehicles business island wide. We are now reaping the benefits
of such investments and expect their contributions to augment

overall profitability.

We have invested significantly in expanding
the capacity of the vehicles business island
wide. We are now reaping the benefits of such
investments and expect their contributions
to augment overall profitability. We are also
hopeful that present dialogue between the
government and stakeholders will result in a
robust vehicle import policy and a level playing
field. We are looking forward to an improved
performance from the vehicles business.

The development in the electro-mechanical
business is set to increase the contribution to
profitability from that segment as well.

Overall, an improved performance is expected
in the ensuing year.

This year's results have been satisfactory
and it is due to the committed hard work by
each member of the DIMO tribe. They have
embraced the shared belief in responsibility and
transparency and are the driving force behind
the value we create. My deep appreciation goes
to our foreign principals, who have trusted us
as their preferred Sri Lankan partner. Finally, |
say thank you to my colleagues on the Board,
who have readily supported me with their
counsel and advice.

A.R. Pandithage

Chairman/Managing Director

24th May 2016
Colombo
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The Group supplies capital goods such as
vehicles and machinery & equipment that
serve transport, construction, roads, healthcare
and infrastructure  development  sectors.
These investments are often funded through
borrowings. Therefore, borrowing rates and
the performance of the sectors concerned have
a considerable influence on the demand for
these goods. In addition, other macroeconomic
aspects such as inflation and exchange rates

influence on our business.

The weekly AWPLR which hovered around 7%
plus or minus 25 basis points during the first
half of the financial year, commenced a gradual
increase from 7.01% at the commencement of
the second half to close the year at 9.12%. The
US dollar (middle rate) which was Rs. 133.33
per dollar at the beginning of the financial year,
closed at Rs. 144.69 at the end of the year;
similarly the Euro which stood at Rs. 143.59 per
Euro as at O1st April 2015, closed at Rs. 163.95
on 31st March 2016. The GDP growth rate for
the calendar year 2015 was 4.8% compared
to 4.99% during the previous year. The rate of
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¥ Among the many capitals and resources that DIMO is blessed
with, our own tribe members have a unique place. It is they who
use all other resources and power all the value creating activities.
It is they who enable responsible value creation. Thus, they are

the soul of DIMO.

rates. However, the imposition of 'Loan to Value
(LTV) Ratio' during the second half for vehicles-
related lending saw a reduction in demand for
vehicles in the fourth quarter. The application
of the stipulated LTV ratio required a lender to
limit lending for the purchase of a vehicle to
70% of its value. Despite this set-back during
the second half, the overall vehicle registrations
in the country for the calendar year saw a
significant increase compared to the previous
year.

The table below shows vehicle registrations
during calendar 2015 for the vehicle segments
that we serve.

Against the back-drop of higher demand during
the first three quarters of the financial year, the
number of vehicles sold by DIMO during the
year increased by 33% over the previous year
and the segment revenue increased by 45%
to Rs. 27,283 million from Rs. 18,798 million
previous year.

Currency Rate at Year End vs Inflation

Registration of Motor Vehicles
of Specific Categories

inflation for the financial year was 2%. Rs % Nos:
2009 8 120,000 -|
//\
The Group achieved its budgeted profit before 160 1 s 96000 |
tax for the year. Group turnover increased to Rs.
37.5 billion from Rs. 27.8 billion in the previous 12074 72,000
year. The largest contribution to this 35% PA
increase came from the vehicle sales segment. 801 48,000 -
The profit before tax increased by 63% to Rs. Lo
1,380 million from Rs. 847 million previous year. 404 24,000 - | I
2012 2013 2014 2015 2016 20!' ZO!ZI ZO:I ZO:I zmlsl
There was steady growth in vehicle sales during = US$ Euro. — Inflation Buses B Private Cars
the first half backed by supportive interest W Goods Transport Vehicles M Land Vehicles
Registration of Motor Vehicles vs Vehicle Sales of the Group
Class of Vehicles Registration of Motor Vehicles Vehicles Sales of the Group
2015 2014 Growth 2015 2014 Growth
Rate % Rate %
Motor cars 105,628 38,780 172 1,778 736 142
Buses 4,140 3,851 8 405 407 -1
Dual purpose vehicles 39,456 20,799 90 11,287 9,045 25
Goods transport vehicles 7,142 5121 40 1,316 1,102 19
Land vehicles 12,105 9,082 33 794 410 94
Total 168,471 77,633 17 15,580 11,700 33




TATA commercial vehicles sales increased by
23%. We expect TATA commercial vehicles to
bring similar revenues during the ensuing year.

TATA passenger vehicles sales grew by 2119,
driven by changes to the product offering and
consequent re-positioning. With the gradual
increase in the country's per capita income
and investments being made, we expect this
business to grow and do well in the future.

TATA  commercial and passenger vehicles

businesses are earmarked for significant
investments providing us with an opportunity
to consolidate and strengthen our market

position.

Sale of tractors and harvesters made the second
highest contribution to the segment's result
with a 93% increase in the number of tractors
sold and a phenomenal increase in harvester
sales.

Mercedes Benz vehicle sales increased by 24%
and also made a significant contribution to the
segment.

The segment revenue increased by 22%
compared to the previous year. Investments
such as a workshop at Tissamaharama and
new paint booths at Siyambalape and Matara
helped increase the capacity of vehicles after
service during the second half of the year. The
workshop under construction in Kurunegala
and the proposed investments in workshops
in Polonnaruwa and Batticaloa are expected
to increase the capacity in the near future.
Revenue from the sale of TATA spare parts
increased by 28% (-3% - 2014/15).

The segment revenue increased by 15% and
the segment result decreased by 13%. Whilst
all businesses except for lighting projects
contributed to the increase in segment revenue,
losses made by the lighting business adversely
affected the segment result. Future plans for
tyre and consumer businesses together with the
power tools and original equipment spare parts
businesses are expected to guide the growth of
this segment.

The construction and material
equipment

infrastructure, road, building and warehousing

handling

business offers solutions for

projects in the country.

The construction sector of the country
contracted by 0.9% during the calendar year
2015. Against this backdrop, the segment
revenue too declined by 11%. The fortunes of
this segment for the ensuing year will depend
largely on the level of public sector road and
infrastructure investment and private sector

investment in logistics and warehousing.

The segment revenue and result increased
by 22% and 82% respectively. The medical
engineering businesswhich hasbeenaconsistent
contributor to Group profitability, made its
usual contribution this year too. Participation
in a major infrastructure project boosted the
revenues of the fluid management business. The
marine engineering business was propelled by
its small craft repair business and contributed
its share towards the segment revenue and
the result. The successful performance of
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this segment therefore came from multiple
directions. However, the power engineering
and building technologies businesses did not
perform as expected due to the slow progress
in some infrastructure projects. Forecasts show
that the building technologies business will
overcome this situation during the ensuing year.

Monetised capital, a key capital from a
management point of view and a transparent
gauge our
performance, continues to receive our close

medium through which we

attention. Aspects relating to monetised
capital, management of monetised capital and
monetised value creation are discussed and

presented from page 37 to 40.

We are of the strong belief that the long term
success of DIMO will depend largely on a pool
of resources that does not get reflected in
our balance sheet. These resources provide us
the "X-Factor" when competing. In integrated
reporting parlance, we call these the non-
monetized capitals. Our long term sustenance
depends on how well we manage and nurture
these non-monetized capitals. They include our
customers and business partners, whom we
call our relationship capital, human capital and
intellectual capital. More information on these
capitals may be found in the Report of Capitals
presented from page 37.

We are on a constant search for areas of growth
to build a strong platform that can propel the
Group in to the future. Whilst enjoying the
growth experienced in the auto sector, we are
focusing on opportunities available in the non-
auto sector, preferably in related diversification.



With the success achieved in the agricultural
inputs sector in the form of sale of tractors and
harvesters, we have now taken the first steps
to explore other opportunities in agricultural
inputs, particularly in the form of consumable
inputs.

Other areas identified for growth include
businesses connected to construction industry
and infrastructure development.

Among the many capitals and resources that
DIMO is blessed with, our own tribe members
have a unique place. It is they who use all other
resources and power all the value creating
activities. It is they who enable responsible
value creation. Thus, they are the soul of
DIMO. Employees figure prominently in every
aspect of our business, be it the strategy or the
value creation model or in conformance. Qur
‘Employee First' policy and our Employee Value
Proposition (EVP) 'Making Work Enjoyable and
Rewarding' are not just slogans but reflections
of our mindset.

DATS has been our flagship technical training
program for over twenty five years, providing
quality and widely accredited training to
youth in the country. More than 500 youth
have graduated from DATS to date. Over the
years we have continuously upgraded the
course content and training methods to keep
in line with technological demands. DATS was
revamped and relocated to our more spacious
facility at Weliveriya during the year, increasing
its capacity in the process.

Technical competence is a key source of
competitive advantage for most of our
businesses. Developing technical competence
and retaining it in the organisation require
a carefully planned structured approach. In
order to fulfil these needs and to facilitate
the upgrading of DATS, the Company acquired
full time services of a foreign expatriate from
Germany who counts many years of service in
technical competency development.

Responsible corporate behaviour is a pre-
condition to our value creation. Therefore,
we seek responsible behaviour towards
stakeholders and the environment from all our
employees. Whilst such behaviour is embedded
in our processes and activities, we also play our
part in sharing the collective responsibility on
aspects that reside outside the boundaries of our
business. Based on this collective responsibility,
we have become involved in issues relating to
the society at large and to the environment.
The Impact Report appearing from page 63
to 74, which mainly covers management of
impacts arising from our business, also deals
with matters where we participate in sharing
our collective responsibility. However, going
forward, it is our intention to extend our
collective responsibility by participating within
our means and reach in the United Nations'
Sustainable Development Goals (SDGs) adopted

in 2015.

The TATA commercial vehicles business will
continue to serve our customers with our time-
tested traditional models whilst invigorating
this market by introducing cost effective
fleet solutions with vehicles of contemporary
designs. Customer reach will be enhanced
by focussing on more 3Ss (sales, spare parts,
service) customer interaction points.

During the forthcoming year, the focus will
be on improving and effectively utilising the
capacity of after services. Investments are
planned in this area.

The  state  infrastructure

programmes did not pick up as expected during

development

the year under review. However, we are hopeful
of a resurgence during the second half of the
ensuing year, which should have a positive
impact on the demand for our construction and
material handling equipment segment.

Based on the pipe-line of impending business
opportunities, electro-mechanical, bio-medical
and marine engineering segment is expected to
register an improved performance.

Perfectly transparent
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The budgets prepared taking the above and
other forecasts into consideration show that the
ensuing year will deliver a better performance
than the year under review.

L.‘_.‘_%ﬁﬂﬂ'
pratihe il

A.G. Pandithage

Director/Group Chief Executive Officer

24th May 2016
Colombo
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Chairman & Managing Director

Group Chief Executive Officer

Joined the Company in June 1973.
Appointed to the Board in June 1977.
Appointed as joint Managing Director
in November 1984 and as Managing
Director in 1986. Appointed as the Chief
Executive Officer in 1994. Appointed as
the Chairman, Managing Director and
CEO in July 2004 and continues to be
Chairman and Managing Director since
April 2012. Holder of Dip.Ing.from
Germany. Member of the Institute of
Engineers, Germany (VDI). Director of
Dial Textiles Ltd. Director of Board of
Investment of Sri Lanka. Vice President
of Sri Lanka - Germany Business Council
of the Ceylon Chamber of Commerce.

Joined the Company in September
1986. Appointed to the Board in
December 1995. Fellow of the Chartered
Institute of Management Accountants,
UK. Appointed as the Deputy Chief
Executive Officer with effect from April
2006 and appointed as Group Chief
Executive Officer from April 2012.

Joined the Company in June 1973.
Appointed to the Board in November
1984. Past Chairman of The Ceylon
Motor Traders' Association and Sri
Lanka Tyre Importers' Association.
Executive Committee member of the
Ceylon Motor Traders' Association
representing the Company.

Appointed to the Board in November
1984. Appointed as an Executive
Director in 1994. Fellow of the Institute
of Incorporated Engineers (SL). Council
Member and Chairman-Transport and
Automobiles Industries Committee of
the National Chamber of Commerce,
Sri Lanka.

** Independent Non-Executive Director
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Appointed to the Board in October 2006.
President's Counsel, PhD in Corporate
Law (Australia),Commissioner-Law
Commission of Sri Lanka, Member -
Advisory Commission on Company
Law, Council Member - University of
Colombo, UGC nominee - PGIM (Post
Graduate Institute of Medicine), Council
Member-the Council of Legal Education,
Member Academic Board of Studies-
The Institute of Chartered Accountants
of Sri Llanka ,Member - Corporate
Governance Committee,Senior Lecturer
and Examiner-University of Colombo,
Senior Lecturer- IALS Sri Lanka Law
College, ICLP. Senior Practitioner in the
fields of Corporate Law, Intellectual
Property Law, International Trade
Law,Commercial Law and Commercial
Arbitration. Chairman -Tokyo Cement
Co (Lanka) PLC , Tokyo Super Cement
Co Lanka (Pvt) Ltd, Tokyo Cement Power
(Lanka) Ltd,Tokyo Eastern Cement Co
Ltd,Tokyo Super Aggregate Ltd, Director
- Hayleys PLC , Alumex PLC , Lanka Orix
Finance PLC ,Browns Investments PLC,
Lanka Orix Life Assurance PLC , Richard
Pieris Distributors Ltd
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Joined the Company in January 2001.
Appointed to the Board in April 2006.
Fellow Member of The Institute of
Chartered Accountants of Sri Lanka
and holder of Master of Business
Administration  degree  from the
Postgraduate Institute of Management,
University of Sri Jayewardenepura. Non
Executive Director of Hunas Falls Hotels
PLC.
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Chairman's Statement

Chief Executive Officer's Review
The Board of Directors

The Group Management Committee
Enterprise Governance

Appointed to the Board in September
1982. Chairman and Chief Executive
Officer of Hayleys PLC and Group
Companies.  Fellow of the Chartered
Institute of Logistics and Transport (UK),
Honorary Consul of United Mexican
States (Mexico) to Sri Lanka, Committee
Member of the Ceylon Chamber of
Commerce, Council Member of the
Employers'  Federation of  Ceylon,
Member of the Maritime Advisory
Council of the Ministry of Ports and
Shipping, Member of the Advisory
Council of the Ceylon Association of
Ships' Agents, Member of the National
Steering Committee on Skills Sector
Development of the Department of
National Planning, Corporate Excellence
Leadership Recognition by the Institute
of Chartered Accountants of Sri Lanka
in 2015.

Non-Executive Director
** Independent Non-Executive Director

Appointed to the Board in January
2007. Fellow member of The Institute of
Chartered Accountants of Sri Lanka and
England & Wales and holder of General
Science Degree from the University of
London. Former senior partner of KPMG
Ford, Rhodes, Thornton & Company.
Non-Executive Independent Director
of Acme Printing & Packaging PLC,
Acme Packaging Solutions (Pvt) Ltd,
Tea Smallholders Factories PLC, Tokyo
Cement Company Llanka PLC, Lanka
Aluminium Industries PLC, Metecno
Lanka (Pvt) Ltd, Green Farms (Pvt) Ltd,
Colombo Fort & Land Building Co PLC,
Omega Line Ltd, Sirio Ltd, Banji Ltd,
Alpha Apparels Ltd, Hayleys Agricultural
Holdings (Pvt) Ltd, Hayleys Consumers
(Pvt) Ltd, Nestle Lanka PLC, Distilleries
Company of Sri Lanka PLC, Lankem
Ceylon PLC, Darley Butler &t co. Ltd

Joined the Company in February 1990.
Appointed to the Board in June 2002.
Certificate holder of the Chartered
Institute of Marketing, (UK).
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Enterprise governance is at the heart of
everything we do, because we know that the
key ingredients for long term prosperity lie
in its two dimensions of conformance and
performance. Conformance ensures that
DIMO is compliant with laws and regulations,
transparent in its practices and ethical in its
operations. Performance requires that we
formulate strategy, deliver value consistently
and are sustainable in our operations.

Stewardship directs us on the path of
Enterprise  Governance, which leads us to
successful outcomes through conformance
and performance. The illustration presented
provides a summarised view of how stewardship
helps DIMO realise the expected outcomes
envisaged in corporate strategy.

Conformance ensures that we are compliant
and transparent. We seek to go beyond the
mandatory aspects of compliance and embrace
‘voluntary adherence’ This has enabled DIMO to
enhance its levels of accountability, transparency
and credibility; all of which have a positive
impact on value creation. Our comprehensive
framework of conformance helps to identify the
relevant oversight and supervisory mechanisms,
legislation, regulations, compliance guidelines,
management systems and controls and
processes. This aspect of enterprise governance
is covered from page 82 to 95.

Performance encompasses many things and
includes providing strategic direction and
ensuring the efficient management of our
capitals, risks, value creation and impacts.
Ultimately, we seek responsible and sustainable
value creation for all stakeholders. In view of
the diversity and the length of discussion that
these aspects demand, they are presented
in different places of the Annual Report and
include stakeholder engagement, the capitals
report, the business report, impact management
and risk management.

Diffusion of Stewardship

Performance

—

Stewardship

—
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A clear-cut
delivery

We pride ourselves on a clear-cut delivery of value. In this key section of the
report we discuss the DIMO value creation model and overall strategy in detail.
You will also learn more about how we engage with our stakeholders to receive
their feed-back, because this is important to DIMO in relation to stewardship,

as a capital and for sustainability and risk management.

30 Strategy = |
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At DIMO we have been relentlessly fine-tuning
our value creation process and delivery for
many years. Because, however big we grow,
the creation of value for every one of our
stakeholders remains our primary purpose.
Our value creation activities use inputs
or contributions from our four capitals -
Monetised Capital (which includes financial
capital, property, plant and equipment),
Relationship, Human and Intellectual Capital.
The efficient and productive management of
our capitals and processes is what we pride
ourselves upon, for therein lies the key to the
efficient and continuous delivery of rising value.

In our model there are three activities that lie
at the heart of our value-creating enterprise.
Securing, nurturing and preserving the capitals
we own while simultaneously managing the
economic, social and environmental impacts of
our processes. The second demands precision
and efficiency in the management of the value
creation activity, in order to maximise the value

created. The final element in our value chain is
the responsible corporate citizenship that we
have always prioritised from 1939 to this day,
not just because we know that our stakeholders'
belief in us depends upon it but because it is the
standard of governance we live by.

In the end the cycle is a perfect one, in which
our capitals or value stores provide inputs for
the value creation activities, leading to outputs,
impacts and outcomes affecting our capitals. All
this is governed by conformance.

And that is how we add value through every
activity we undertake, however great or small.
In short, it is how we seek to leverage our core
strengths, our expertise and our resources to
produce a win-win result for both DIMO and
every stakeholder who trusts us to deliver on
every promise we make.
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Vision

Mission

These are the key
capitals that provide
inputs for our value

creation activities

Monetised

Capital

Relationship
Capital

Human
Capital

Intellectual
Capital
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Positive or negative impacts on capitals depending on the level of responsible behaviour

A clear-cut delivery
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The value creation
process gives rise
to outcomes that
alter capitals and
to economic, social
and environmental

impacts

Outcomes

Impacts

Altered
Capitals

Economic,
Social and
Environmental
Impacts
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The overarching corporate strategy of DIMO
focuses on two key aspects - Collaboration and
Differentiation.

Both internal and external collaboration are
sought to support the Group's differentiation
strategy. Employee engagement is considered
as a key aspect of collaboration, which will
lead to competitive advantage. Our firm belief
is that engaged employees deliver far more
in qualitative and quantitative terms, thereby
becoming a key force that drives the strategies
of differentiation. Similarly, partnering with the
best gives us access to best in class products,
solutions and technology, which can be
leveraged upon to compete more aggressively.

These with  the
competencies and expertise built over the years,
provide us with the platform to execute the
differentiation strategy.

collaborations,  together

We have sought to entrench our strategy of
differentiation in the areas of technological
excellence, innovation, aftercare, customer

relationship management, market presence and

Collaboration Business Domain

N )

Vehicles Sales

Marketing and
Distribution

Construction and
Material Handling
Equipment

Electro Mechanical,
Bio-Medical and
Marine Engineering

Related
Diversification
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¥ We have sought to entrench our strategy of differentiation in the
areas of technological excellence, innovation, aftercare, customer
relationship management, market presence and responsible
behaviour, as described below. We are committed to continue
making significant investments in these areas.

responsible behaviour, as described below. We
are committed to continue making significant
investments in these areas.

DIMO has an inherent resolve for excellence in
technology which is supported by our partners
who are among the technological leaders of the
world.

Our customers place much value on Vehicles
-After Services and over the years, we have
experienced the vast opportunities that come
with reliable and responsible aftercare.

Our market presence helps us to enable easier
access for our customers thereby enhancing the
intimacy of our relationship with them.

Innovation
After Care
Market Presence
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Technological Excellence
Customer Relationship Management
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We go the extra mile to ensure that we act
responsibly in everything we do - this builds
trust with customers and all stakeholders.

While we seek competitive advantages in our
existing business segments as described, we are
progressively pursuing related diversification.

Our collaboration strategies are aimed at
increasing returns to our shareholders and
enhancing our value stores - our capitals. The
way we do business will help us to project
ourselves as a responsible corporate citizen.
The resulting outcomes and impacts will in turn
help us to boost our ability to create value in the
medium and long term.

Outcomes & Impacts

Y
Improved ROE
Enhanced Brand
Reputation
Business Partner
of Choice
.
S
Responsible
Corporate Citizen
___
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At DIMO, engagement with stakeholders is
intrinsic to the way we use our capitals to build
Feedback from stakeholders helps to
develop strategies that generate sustainable
value. Their expectations and needs, which
emerge from the engagement process, help us

value.

refine our products and services to ensure that
we deliver sustainable value.

The stewardship role played by the Directors
demands that they act responsibly towards
Whilst  the
stakeholder expectations is a key aspect of

stakeholders. management of
sustainability, the management of stakeholder
issues is equally important from a risk
management perspective. Stakeholders such
as customers, business partners and employees
also form part of the non-monetized capitals.
Therefore stakeholder engagement is a process
that is key to many facets of our business.

We use our quality management system,

environmental management system and

customer  relations management  system
to assess and then respond to stakeholder
expectations.  Such responses are closely
monitored and corrective or preventive action
is taken where we fail to deliver on these

expectations.

DIMOQ's identified by
the Sustainability Committee following a
comprehensive analysis of data independently
obtained from various stakeholder groups.

stakeholders  were

Persons or a body of
persons who are
likely to influence
DIMOQ's performance

A clear-cut delivery

28  Value Creation Model
30 Strategy
31 Stakeholder Engagement

¥ The stewardship role played by the Directors demands that they
act responsibly towards stakeholders. Whilst the management
of stakeholder expectations is a key aspect of sustainability, the
management of stakeholder issues is equally important from a

risk management perspective.

The following criteria were used to identify
stakeholders:

¢ Those who exhibited all three of the
identified characteristics are regarded as
the most important for engagement. (a)

*  Those who exhibited two of the identified
characteristics are regarded as the next most
important for engagement. (b,c and d).

* Those who exhibited only one or none of
the identified characteristics are not, as a
rule, considered for periodic engagement.
However, the Sustainability Committee may
decide to include any party for periodic
engagement. (e, f, g and h)

The stakeholder identification process is

revisited every five years, to determine whether

any new stakeholders should be included.

We engage with stakeholders on a periodic basis
with a view to identifying their expectations. The
frequency and methods of such engagement are
detailed in the table below. The major concerns
raised through the stakeholder engagement
process are shared with the Group Management
Committee and Sustainability Committee. No
major concerns warranting Board consideration
or review emerged during the past year.

The methodology we adopt to identify
stakeholder issues and expectations is detailed
in the stakeholder engagement
presented from page 32 to 34.

process

Persons or a body
of persons who

are affected by
operations of DIMO

Persons or a body of persons
who have legal, financial,
operational responsibilities
towards DIMO
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The table below illustrates how we engage with our important stakeholder groups.

G4-24
G4-26

Stakeholder

Owners
Providers of financial capital

Engagement Method

One-to-one interviews (by independent parties)

Annual General Meeting provides an opportunity to review the
past year's performance and engage in discussions with the
management

Annual Report

Quarterly Financial Statements providing the quarterly
Performance.

Company website

CSE website

Frequency

Once in every 3 years
Once a year

Once a year
Every quarter

Online
Online

Principal source of sustenance

One-to-one interviews

Customer Relationship Management process (CRM) enables the
Company to keep in touch with the customer on a daily basis.

It helps to respond to queries and problems from the customer.
‘Problem solving' for challenges the customer faces is also done
through the CRM process

A Customer Satisfaction Index maintained by each business unit
provides an assessment of satisfaction levels and helps to improve
problem solving capacities within the Company

Loyalty customer club (TATA Emperor, Mercedes-Benz Club & Jeep
club)

24 hour roadside assistance

Once in every 3 years

24 hours, 7 days

Once a month/quarter

Continuous

24 hours, 7 days

Critical link in the supply chain

One-to-one interview (by independent parties)

A high speed 24 x 7 online link enables constant dialogue with
principals. Issues discussed include product quality, marketing,
customer satisfaction, 'problem solving' and employee motivation
On-site visits from principals and on-site visits to principals'
locations facilitate engagement.

Once in every 3 years
Continuous

Continuous

The key resource for competitive
advantage and sustainable growth

One-to-one interviews (by independent parties)

Focus group discussions (by independent parties)

Employee Council Meetings

Employee Portal of the Company network accessible to every
employee.

Annual strategic planning meeting

Company's ‘Open Door' policy encourages direct employee -
management dialogue

Annual Employee Surveys - voluntary and confidential
Individual Performance Reviews - bi-annually

HR Clinics

Employee reward and recognition

Once in every 3 years
Once in every 3 years
Once a month
Continuous

Once a year
Continuous

Once a year
Bi Annual

Continuous
Continuous

Local immediate communities
Stakeholders in sustainable
development

Regulatory and Government
agencies

One-to-one interviews (by independent parties)

Focus groups discussion (by independent parties)

Dialogue with Religious Dignitaries

Written and oral communications initiated by stakeholders
Company website

One-to-one interview

Once in every 3 years
Once in every 3 years
Continuous
Continuous

On line

Once in every 3 years

32 DIESEL & MOTOR ENGINEERING PLC |/ ANNUAL REPORT 2015/16




G4-18 G4-20
G4-19 G4-21

A clear-cut delivery

28  Value Creation Model
30 Strategy
31  Stakeholder Engagement

Expectations and issues identified during the stakeholder engagement were rated, assigned and prioritised as shown below,

Stakeholder Issues Prioritisation Matrix

2N 3 4
11316 6
17 7 10
12 18 19 5 14 15
Likely level of
stakeholder
priority
8 9

Likelihood of current or

potential impacts on the
Group

Issues indicated in this area are of high

significance and impact both the stakeholders

and the organisation. All indicators shown

in this area are fully discussed in the Annual

Report and/or in the corporate website.

Issues indicated in this area have a relatively

moderate impact on our business. They too
were addressed during the reporting period
and are fully or partially reported in the

Annual Report and/or in the corporate website.

Issues found in this area of the grid have
only a minor impact thus may only be
reported in the corporate website.

High Medium Low

Emissions, effluents and waste Materials consumption

Technical education for youth Anti-corruption

Customer health and safety Procurement practices for local suppliers

Economic performance
Customer privacy
Employee training and education
Ethical marketing communications
Occupational health and safety

Local community development
Compliance

Mutually beneficial relationships
with suppliers

Energy consumption

Product and service labelling

Water

Employee relations

Employee remuneration and benefits

Aspect boundary within the organisation . Aspect boundary outside the organisation
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G4-18
G4-27

Stakeholder concerns (both positive and negative) are taken into account when updating the list of ‘material issues: The materiality analysis was updated
by adding key inputs based on feedback received from stakeholders. This analysis traces the issues raised, their materiality status (whether it increased,
decreased, remained unchanged from the previous year, or emerged anew in the current year), the reasons for the shift of status and the Company's
response.

Status of Material Aspects - 2015 vs 2016

: Issues Raised  Status of Possible Reason for the
Material Aspect : o Response
by Material Aspect shift in status
Emissions, Effluents and : Society Not applicable Our Environment Management System is constantly
Waste working towards minimising emission levels and
effluents. Continuous improvement is sought in these
areas.
Technical Education for | Society The ratio between More opportunities were given to apprentices.
Youth numbers of apprenticeship
' 2 opportunities given to
number of employees
(average) increased to 25%.
Customer Health and Customer Not applicable We will continue to strictly comply with health and
Safety safety aspects relating to our product portfolio.
Employee Training and | Employee Training hours per employee : Continuous training and development programmes
Education * increased to 17 hours conducted for the employees improved this aspect.
Occupational Health Employee Not applicable Employee health and safety receives due importance and
and Safety comes under the preview of the Head of Operational
Compliance. Employee health and safety is covered in
the Quality Management System.
Procurement Practices : Local suppliers/ Not applicable Local suppliers should abide by the Supplier Code.
for Local Suppliers Subcontract
workers
Water Society Not applicable Procedures are in places to increase the level of water
recycled/reused. Stringent waste water management
systems are in place.
Ethical Marketing Customer Due care is taken in Corporate communications policy ensures strict
Communications < designing and executing compliance with requlations and codes concerning
marketing communications. : ethical marketing communication practices
Mutually Beneficial Suppliers Not applicable Constant interactions and sharing of information
Relationships with continues. Reports to Principals will address
Principals expectations of Principals.
Energy Consumption Society Reduction in energy usage : The Energy saving measures are implemented across
X 3 due to energy management : the organisation. Two major buildings are LEAD certified
green buildings (Gold Category)
Employee Benefits Employee The Company follows Annual wage survey revealed that DIMO wages level are
' 2 a policy of market at competitive levels compared to others in the industry.
competitive remuneration.

Materiality of issues increased
’ Materiality of issues decreased
Materiality of issues remains same
’ New Issues identified
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A visible
operation

Our operations are completely above board and visible to everyone. Here
look at the capitals that provide inputs, the performance of diverse b
segments and our value creation activities. We also describe the eca
social and environmental impacts of our value creation activities an
Management which together form part of the performance dimens
Enterprise Governance at DIMO.

36 The Capitals Report
54 Business Report
62 Impact Management Report
76 Risk Management Report
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The Capitals Report
Business Report
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Risk Management Report

Aspect Measure 2015/16 2014/15 2013/14 2012/13 2011/12
Revenue Turnover (Rs. million) 37,750 28,037 20,884 27,71 39,863
Profitability Gross profit ratio (%) 17.43 18.25 20.87 15.21 18.23
Net profit ratio (%) 2.52 2.14 1.90 1.70 6.81
Working Capital : Current ratio (times) at the year end 1.47 1.45 1.50 1.71 1.60
Management Quick asset ratio (times) at the year end 0.56 0.75 0.70 0.72 0.36
Asset Utilisation Fixed asset turnover (times) 479 3.51 3.10 498 8.55
Capital Structure Debt/Equity (%) - at the year end 13.03 17.29 23.15 10.10 13.40
Interest cover (times) 3.93 3.00 2.42 224 15.67
monetised value during the year under review
Monetised capital is a medium through which and the status of such monetised capital as at Debt to Equity Ratio
we transact with many stakeholders and the end of the financial year. %
thus remains a carefully managed capital. It 25 4 f
represents financial, manufactured and natural ~ The following illustration depicts the different 7
capital, which are monetised and stated in  aspects relating to monetised capital and the
monetary terms in the financial statements. manner in which this review has been structured 20 2
The importance and easily identifiable nature ~ to address each of these aspects. =
of this capital requires close monitoring and
management. Monetised capital, its inputs In order to bring more clarity and connectivity | 9 §
and the monetised value created from it are  to the discussion, matters relating to the = G
used to plan, manage and communicate our “management of monetised capital” have been =
financial performance, management actions dealt with throughout the report, in addition to

and financial position.

Monetised capital is a pre-requisite for both
value creation and the sustainability of our
business and therefore, its possession, use,
management and accumulation are carefully
scrutinised. The discussion relating to financial
performance, management actions and
financial position that follows presents a
detailed description of how DIMO has created

Monetised Capital Building

Monetised
Capital

Management . 7
of Monetised

Capital
Monetised
Value
Creation

discussions on the management approach and
management actions.

Capital Structure

The capital structure consists of both equity
and debt. Equity includes stated capital, other
components of equity and revenue reserves.
Debt consists of interest bearing borrowings.

2012 2013 2014 2015 2016

The long term debt reduced by 18% during the
year (13% in 2014/15). Equity increased by 8%
(179% in 2014/15). Consequently, the Group's
debt to equity ratio as at the year end, which
is calculated as a proportion of interest bearing
long term borrowings to equity, reduced to 13%
from 17% previous year.

Capital Structure

Rs:Mn Rs: Mn

2,000 - 10,000

1,500 9,000

1,000 | / - 8,000
//

500 - 7,000

0 6,000

2012 2013 2014 2015 2016

Borrowings — Shareholders
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Borrowings

A significant part of borrowings consists of
short term borrowings, including short term
bank loans obtained to finance working capital.
Short term borrowings outstanding as at 31st
March 2016 increased to Rs. 5,180 million
from Rs. 3,657 million in the previous year. This
increase was partly to support the increase in
inventory at the year- end.

The long term debt as at year- end reduced to
Rs. 1,302 million from Rs. 1,597 million. Details
of long term and short term borrowings are
presented in note 4.21 appearing from page
136 to 138.

Borrowings
%

80 -

80

70

70 4

60 -

50

40

30

30 +

20

20 4

10 -

2015 2016

Long Term Borrowings M Short Term Borrowings

Working Capital

Inventory at the end of the year increased to Rs.
7,607 million as compared to Rs. 4,779 million
in the previous year, mainly to support the
increase in turnover and due to higher imports
during March 2016. Trade and other receivables
reduced to Rs. 3,877 million at the year-end from
a corresponding figure of Rs. 4,119 million

Working Capital 2015

%

439
37.9
18.2
M Inventory - [ Trade payables Receivables

Working Capital 2016

%

57.9

295

12.5

M Inventory Receivables

Trade payables

The following table presents results of the
management actions taken during the year.

Capital Expenditure

Rs: Mn %
1,500 - - 100
1,200 - 60
900 4

AN
\\ - =20

300 - S L -60

2012 2013 2014 2015 2016

I8 Capital Expenditure — Capital expenditure
increase/Decrease

600 |

Management Action Remarks
Investments in Property, Plant

and Equipment

* Capital expenditure on property, plant and equipment during the year was Rs. 284 million, compared to Rs.
733.2 million the previous year. The construction of the Kurunegala showroom and service facility is expected
to elevate capital expenditure for the year 2016/17.

Treasury Management * The Group operates a central treasury function which controls decisions in respect of cash management,
the utilisation of borrowing facilities, banking relationships and foreign currency exposure management. The
centralised treasury function enables effective cross utilisation of funds among Business Units.

Cash Flow Management o

Cash flow from operating activities was a net usage of Rs. 837 million (net generation of Rs. 648 million -
2014/15), which was mainly due to the increase of inventory by Rs. 2,835 million (Reduction of Rs. 86 million in
2014/15). Investing activities and financing activities recorded a net cash usage of Rs. 223 million (Usage of Rs.
677.4 million - 2014/15) and Rs. 495 million (Usage of Rs. 341 million - 2014/15) respectively.

Working Capital Optimization and
Maintaining Strategic Liquidity

The current ratio marginally improved to Rs. 1.47 times from 1.45 times in the previous year.

Risk Management Process

Risk management aspects relating to monetised capital are discussed on page 78 of the Risk Management report.

Lowering of Cost of Capital

At the year end, our weighted average cost of capital was 6.76% (6.61% in 2014/15).
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Improved Return on Equity (ROE)

Improved ROE is a key strategic outcome in financial value creation. It serves as an indicator of the

effectiveness of the management approach.

The traditional breakdown of the ROE into net profit margin, asset turnover and financial leverage
indicates favourable outcomes in all three areas compared to the previous year, as shown below:

ROE ( ) (

) )

2015/16
0
9.46% 2.52%
2014/15 5 140
6.43% S

1.84
times

1.55
times

2.04
times

1.94
times

Financial Leverage
Times

25 -

2012 2013 2014 2015 2016

Group Turnover

Rs: Mn
40,000

32,000

24,000 4

16,000 -

8000 -

2012

%

- 100

/— %
/-

2013 2014 2015 2016

Group Turnover — Growth

Turnover

The following table provides a comparison of segment and Group turnover.

Segment 201 ?/'16 2011.1/.15 % change
(Rs. billion) (Rs. billion)
Vehicles Sales 273 18.8 45%
Vehicles- After Services 29 2.4 21%
Marketing and Distribution 3.8 3.3 15%
Construction and Material Handling Equipment 1.5 1.7 (119%)
Electro-Mechanical, Bio-Medical and Marine Engineering 22 18 2200
Group Turnover 37.7 28.0 35%

A visible operation

36 The Capitals Report

54  Business Report

62 Impact Management Report
76  Risk Management Report

Profitability

The gross profit margin declined from 18.2%
to 17.4% in 2015/16. The Construction and
Material Handling Equipment segment was the
main contributor to this reduction. The Group
gross profit however increased to Rs. 6,537
million from Rs. 5,072 million the previous year,
consequent to the increase in Group turnover.

Finance expenses

Finance expenses increased by 11% to Rs. 470
million from Rs. 423 million in the previous year.
The increase was mostly due to higher short
term borrowings, mainly to finance inventory.
The gradual increase in interest rates during
the year also contributed to the higher interest
charge. The Group's interest cover improved to
3.93 times from 3.0 times in the previous year.

Finance expense and Interest cover

Rs: Mn Times
800 - - 20
640 -

15
480 -

- 10
320 4

5
160 -

__//

2012 2013 2014 2015 2016

Finance expense - — Interest cover
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Taxation

Income tax expense for the year under
review was Rs. 433.4 million (Rs. 250.9
million-2014/15).  The
(including deferred tax expense effect) on Net
profit before tax increased to 31% against 30%
in the previous year. The rate of income tax
applicable to the Company and the subsidiaries
was 28%. A reconciliation of accounting profit
with the tax expense is available in Note 4.6

effective tax rate

to the Financial Statements. The tax expense
includes a tax charge of Rs. 62 million on account
of deferred tax (Rs. 98.3 million - 2014/15). A
summarised computation of deferred tax is
given in Note 4.23 to the Financial Statements.

Earnings

Earnings before interest and tax increased
significantly to Rs. 1, 631.3 million from Rs.
1,176 million the previous year. The profit before
taxation increased by 63% (65% - 2014/15)
to Rs. 1,380 million from Rs. 847 million. The
administrative and distribution  expenses
totalled Rs. 4,991 million compared to Rs. 3,948
million in 2014/15.

Earnings
Rs: Mn
5,000 |
4,000 -
3,000 -

2,000 -

1,000 -

2012 2013 2014 2015 2016
EBIT ~ —EBITDA Profit Before Tax

Earnings per share (EPS) was Rs. 106.64
compared to Rs. 67.15 at the end of last year.
The computation of EPS is given in Note 4.7 to
the Financial Statements. The net profit after tax
increased by 59% (51% - 2014/15) to Rs. 947
million (Rs. 596 million - 2014/15).

Dividends

The Directors have approved a first and final
dividend of Rs. 27 per share (first and final
dividend of Rs. 20 per share - 2014/15) for the
year ended 31st March 2016, which will be paid
on 10th June 2016. The gross dividend amounts
to Rs. 239.7 million (Rs. 177.5 million - 2014/15).
The dividend payout ratio for 2015/16 is 25.3%
compared to 29.8% in 2014/15. The dividend
cover applicable to the financial year was 3.95
times (3.4 times in 2014/15).

The Company has access to necessary funds
to finance the payment of the first and final
dividend.

Rapid economic development will present many
opportunities and it is important that the Group
is in a state of readiness to harness these. The
following have therefore been identified as
financial priorities for the Group in the medium
term:

Financial investment in capacity-building,
in order to drive growth.

Optimising  profitability through value
addition and the efficient utilisation of
resources, particularly through prudent
working capital management.

Striking a balance between growth and
profitability  in allocating
financial resources

immediate

Maintaining a healthy Statement of

Financial Position.
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Aspect Measure 2015/16  2014/15 2013/14 2012/13 2011/12
Customer service No. of CRM personnel 35 39 30 35 42
Customer convenience No. of customer interaction points 60 57 56 52 40
No. of business locations in the North and East 6 7 7 8 4
Customer satisfaction Average Customer Satisfaction Index (%) 88 90 88 86 89
Customer Profile
Relationship capital - made up of customers . .
nd busin rthers - has an important rol Individual Small &  Government  Leasing Channel
? usiness partne S__ aa portant role customers Large Private Organizations companies  Partners
in the DIMO value creation process. % organizations % % %
%
Customers, and our interactions with them,
thus have a strong influence on sustaining m‘
and enhancing DIMO's relationship capital. We OO
believe that the new business environment Vehicles Sales 4 18 / ! .
requires companies to shift from being @
product-centric to being customer-centric. Vehicles After Seni . " 6 1
At DIMO, customer capital thus goes beyond cnieies AATTer services .
long-term customer relationships to be viewed :1
as an a-s%,et that is a source of organizational M:rk:ting and Distribution 10 3 9 ) 85
competitiveness.
o —\L
The contribution of customers to current and = )
. Construction and Material
future revenues is therefore fundamental . .
. ) Handling Equipment 16 8 76 - -
to assessing how successful DIMO is at -
transforming customer relationships into a ’-‘
sustainable competitive advantage. Electro Mechanical
Bio-Medical and Marine
Engineering 12 20 68 - -
Our approach to sustaining and enhancing
customer capital involves managing customers'
experiences and superseding their expectations Customer Capital Building Model
with our products and services. Understanding
customer needs and aspirations allows us to _
. . Reaching the
gear our supply chain better to ultimately e ustomet
deliver products that satisfy the customer.
This is underpinned by our focus on regular
engagement, product safety and ethical %
marketing.
ildi Buildi
Responsible Building c .
: ) ompetencies
DIMO serves customers with a varied, Customer >  Customer < B Serve the
differentiated, technologically advanced and Care Capital Glstomers
diversified product portfolio representing 95
top global brands from 85 principals, some of 2
whom are Fortune 500 companies. 98% of the
Company's customer base are direct customers Customer
. Relationship
while 2% are channel partners. Management

DIMO reaches its existing and potential customers across multiple platforms. Our nationwide branches,
dealerships and service points make up one of the largest, most modern automobile networks in Sri
Lanka. This network is supported by a mobile sales team, which reaches customers who do not have

close access to our customer points.
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Customer Interaction Points

Western Province

Northern Province

Head Office 011-2449797 m 3S Kurunegala 037-4697800 3S Jaffna 021-4923672 3S
DIMO Mart 011-4360014 S FMC Project/Holcim Quary- 0773 602883 SER Vavuniya 024-4925009 ¢+ S
MB Center 011-4448989 35 Puttlam 032-4930526  + 3S Mannar 023-4920459 = S
Medical Engineering & Power Engineering 011-4607100 35 Nikaweratiya 037-4944378  + S
Solutions Chilaw 032-4501367 * S Eastern Province
Total Marine Solutions 011-4602000 3 apiti -
Tres Power Tools sales £ tool . s pos Kuliyapitiya 037-4501009 = 5 Trincomalee 026-4641020 3S
yres,rower 1ools sales 00Is service - . N
: Wennappuna 031-2254866  + S Batticaloa 065-4927345  * S
Siyambalape Complex 011-2400670 SER
Ampara 063-4923406 S
DIMO Logistics Centre 033-4934753 3
TATA Passenger Car Workshop 011-4645487/88 SER .
Central Province
DIMO Tyre Mart 011-4501035 3S
Gampaha 0334641034 v Kandy Branch -Katugastota 081-4940829 S
Kandy Branch Work Shop -Balagolla ~ 081-4950445 SER
Yakkala 033-4641004 + S
. Northern Dambulla 066-4928283 + S
Awissawella 036-4641002 + S
— S Saragamuwa Podince
Horana 034-4947836 * S
Kurana 031-4641026 .5 Rathnapura 045-4928620 3S
Moratuwa 011-4645735 ‘s North Central Embilipitiya 047-4931050 + S
Agri Machinery sales 011-2449797 S Kegalle 035-4641007 = 5
Bosch Service Centre 077-3399933 SER
Komatsu  KSB Sales 011-2449797 S Ui [Rivine:
Mathugama 034-4941129 S T Monaragala 055-4641012  * S
Padukka 011-4645754 S Mahiyanganaya 055-4641022  + S
TATA Showroom 011-2449711 s Central Welimada 067-4200100  * S
TATA Spare Parts Showroom 011-4602100 S
Construction Spare parts Sale center 011-4645384/5 S —
U
DIMO Lighting 011-4501270 s - Matara 041-4929378-9 . 35
Wesill Na Sevana Technical Institute 047-4641022 SER
. Ambalangoda 091-4941158 ¢ S
North Central Province :
Tissamaharama 047-4932442  + 3S
Anuradhapura 025-2223025 3 Ambalantota 047-4934019  # S
Padaviya 025-4928867 *S Galle 091-4501004 # S
Polonnaruwa 027-4641008 +S Moravaka 041-641060 S

025-4641015 *S
025-2223025 SER

Tambuttegama = Head office Branches

Anuradhapura TATA Work
shop-Accident Repair

+ Display Points * Customer Contact Point

DIMO has forged several strategic initiatives to understand market dynamics and to hone in on what
really matters to customers. We delve deep into what drives customers' decisions and actions, their 'pain
points', the differences among customer segments, and the changes in markets and consumer behaviour.

We use many tools to create interaction, including requests for feedback, online and offline customer
surveys, e-newsletters, and social media engagement. Our online presence encompasses a state-of-
the-art web site and Facebook page; we have noted a steady growth in the visits to both pages, as
shown in the online access statistics below:

Period Website (Visits During the Year) Facebook (Likes as at 31st March)
2015/16 1,338,061 318,097
2014/15 1,219,446 201,469
2013/14 700,074 141,543
2012/13 514,253 18,965

Our 24 x 7 roadside assistance patrols are available to help customers in any part of the country. A Mobile
Tyre and Battery team is available to assist customers 24 x 7 in the case of a flat tyre or low battery.
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3S  Sales, Service & Spare Parts
S Sales
SER  Service

Product responsibility - Taking responsibility
for our products and for customer Health and
Safety

All' products carry comprehensive labelling
which, at a minimum, conforms to all
statutory requirements. Such product related
information includes catalogue references,
user manuals, diagrams, pictographs, expiry
dates, standardization code numbers and
warnings on possible environmental impacts as
well as quality certification stamps. We adopt
the guidelines of our principals and globally
accepted best practices to ensure the highest
levels of safety in our after care process . There
were no reported cases of breaches of product
and service labelling regulations during the year.
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Customer Relationship Management

Partnerships 1. Coordination with Customer 1. Daily data analysis
with Global regard to customer Relations and generated from the
Brands complaints Experience call centre
2. Validation of the 2. Bulk SMS
customer data @ B 3. Customer data base
Comprehensive base cleansing
Product Related = . 3. Coordination and 4. Compiling of daily
Information co-operation the weekly and monthly
customer centric Customer reports
events Insights
] Analysis o
Satisfying 4. MB Credit card 1. Customer sales inquiry
Statutory 5. Branch visits and . handling
Requirements educating the 2. Follow up onall
. A S
staff on complaint \. customer inquiries
handling and 3. Conducting surveys
management
4. CSI&ss
processes Call Centre _
) 5. Campaigns
Our marketing communications are guided 6. Documentation o
o ) ) of customer 6. General inquiries
by the principles of ethical business and must - )
complaints and 7. RSA call handling &
always be transparent, accurate and honest,
. . . - feedback follow up
in keeping with the DIMO Communications

Policy. We strive to build trust and protect brand

value through our communications and draw We invested further in enhancing our customer service capability by establishing a central customer

guidance from best practices observed by our contact centre which operates 24 x 7.

principals. Customer rights are ensured through
the legitimate use of customer-centric data and
secure data storage. There were no breaches During the year under review the CRM division received 697 customer complaints. Of this, 609 were

of policy or any instances of statutory non- resolved within three working days. The remaining cases were also resolved, even though the level of

compliance in the year under review. complexity resulted in resolutions taking more than three days.

Our products carry the highest levels of

safety and conform to industry standards on Monthly Customer Complaints for 2015/16
health and safety. The Group's ISO 9001:2008 Number of Complaints
accredited Quality Management System ensures 80 |
that safety levels are stringently followed across %9 '(;‘;t"g'g::g g:::: gfigo '(;‘5:9'2::3 gg::: ;gg
the organisation. As a policy, we partner with
suppliers reputed for high safety standards and 807
product testing. These measures have ensured 50 1
that there were no breaches of health and safety 40
standards in the year under review. 30 4
567/ Incom_ing Calls 108,040
Outgoing Calls 322,295
The Customer Relationship Management team 101 ‘
is DIMO's frontline interface for customers A A At 1t N et
and business partners. The team's operations 2533285338353 %
have expanded over the years from conducting Somplaints, 7 Eolltions Bithin 030>

customer voice surveys to handling customer
inquiries, customer complaint handling and
feedback, routing of after sales queries,
telemarketing campaigns and other market/
customer oriented surveys.
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A customer who transacts with DIMO more than once during a four-year period, is considered a
repeat customer.

Repeat Purchases

Description 2015 2014 2013 2012 201
Total base-unique customers 15,570 9,879 10,907 17,749 10,676
Repeat-same year 47 39 25 44 339
Repeat-from 2011 302 254 225 525
Repeat-from 2012 403 327 356

Repeat-from 2013 294 248

Repeat-from 2014 414

Total repeat (Excl. Same year repeat) 1,413 829 581 525 -
Repeat (Excl. Same year repeat) 9.08% 8.39% 5.33% 2.96% -

This year too we conducted rigorous research to understand our customers' individual needs and
preferences. We listen closely to what our customers tell us and track and monitor their opinions to
unravel their expectations.

In order to measure satisfaction levels, our CRM team gauges customers' overall perception of our
products and services while internal surveys are conducted to measure customers' experience when
dealing with DIMO directly.

Customer Satisfaction Index (CSI)

Market Segment Weighted Average CSI (%)
2015/2016 2014/2015 2013/2014
Vehicles Sales 88 87 90
Vehicles After Services 85 84 85
Marketing & Distribution 86 91 86
Construction & Material Handling Equipment 90 88 90
Electro Mechanical, Bio Medical & Marine Engineering 92 93 88

DIMO's human resource strategy is focused on building customer-centric teams. Upon joining DIMO
and during orientation, every employee is introduced to 'Customer Focus' as a key corporate value.
This value is reiterated as the employee progresses up the ladder of responsibility. It is constantly
emphasised through employee training for both in-house and external training modules which dwell
on the value of responding to and engaging with customers.

Extensive training is carried out to equip our tribe members to serve the customer better. Given below
are statistics related to training in this area.

Training of Sales and Service Staff

Year Sales staff Service Staff
Number of Number of Number of Number of
Persons Trained Training Hours Persons Trained Training Hours
2015/16 703 6,284 2,592 20,451
2014/15 1,224 7,297 2,432 16,739
201314 638 3,873 1,900 16,146
2012/13 77 4,480 1,677 14,779
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DIMO has implemented a customised customer
association and loyalty programme. While
seeking customer goodwill these programmes,
also offer rewards to customers. Some of the
prevailing customer association programmes
that promote loyalty are the Mercedes-Club of
Sri Lanka, Jeep Club of Sri Lanka, and the TATA
Emperor Customers € Driver's club.

EMPEROR
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Aspect Measure 2015/16  2014/15 2013/14 2012/13 2011/12
Relationship with Principals No. of principals 95 77 77 81 78
No. of relationships above 50 years 7 7 7 6
No. of relationships between 25 to 50 years 9 9 8 10
No. of relationships between 01 to 25 years 60 52 54 58 55
No. of new relationships commenced during the year 19 9 8 7 8
Relationship with local suppliers : Payments to local suppliers (Rs.billion) 5.3 43 53 47 45

Relationships with our business partners are a
key driver of value and an important part of our
corporate strategy. Business partners constitute
one part of our relationship capital, the other
part being the customer relationships. We
consider relationship capital as one of our non-
monetized capitals.

Our relationship with business partners is
part of our corporate strategy, as shown more
clearly in the 'strategy illustration' on page
30. Collaboration with our business partners
produces the differentiation we strive for and

Business Partner Capital Building Model

Business Strategic
Partner : Fit

Evaluation

Self-

Expectation
of Business
Partner

consequently, generates more effective and
sustainable outcomes for DIMO. We add further
value to the products and solutions supplied
by our business partners and this enables
us to offer unique value propositions to our
customers.

We partner only with those who share our
core values. Once we begin a relationship with
a business partner, high priority is given to
managing every aspect of that relationship in
a mutually beneficial manner. This approach has
enabled DIMO to secure enriching relationships
with local and global business partners.

Conflict
Resolution

Relationship
Building

Evaluation

Business
Partner

Feedback

Building long-term relationships is a key aspect
of how we grow our relationship capital. Over
our 76 vyear history, DIMO has built strong
relationships with several business houses: all
trailblazers in their respective fields. We consider
it essential that we find a 'strategic fit' when
commencing a relationship with a business

partner. Apart from financial benefits, there
must be a congruence of business philosophies
and a meeting of business minds.

Three important ideas have shaped our relations
with our business partners: Shared Values, Trust
and Longevity. These values have been the basis
of long-term mutually rewarding partnerships.

Relationship building is central to building
Business Partner Capital. This is preceded by
identifying their expectations and identifying
the processes through which those expectations
are best met. This is explained in greater detail in
the model below.

Our corporate strategy then focuses on
nurturing and growing this capital as a strategic
resource. Products and solutions responsibly
sourced from responsible providers and blended
with DIMO's expertise enable us to offer unique
value propositions to our diverse customer base.

i Business

Delivery of
Expectation Partner
Capital

All our business relationships must seek to
create value responsibly. We seek relationships
with those who are leaders and who provide
the ingredients for enduring relationships with
customers.
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¥ We partner only with those who share our core values. Once
we begin a relationship with a business partner, high priority is
given to managing every aspect of that relationship in a mutually
beneficial manner. This approach has enabled DIMO to secure
enriching relationships with local and global business partners.

Strong relationships cultivated over many years
with the world's best, have enabled us to deliver
on our strategic approach of collaboration
while offering unique solutions and products to
diverse groups of customers.

9 of our Business Partners are featured in the
"Fortune 500" list published in 2015.

Technological excellence is a vital factor in
creating differentiation and consequently, in
building value. Over the years, DIMO has sought
to partner with technologically accomplished
and sophisticated businesses. Such partnerships
enable us to deliver the most advanced
products, state-of-the-art solutions and the
best of modern technology to our customers.

DIMO's commitment to ethical and responsible
business has meant that we have always sought
business partners with a similar outlook. Our
business partners are law-abiding, compliant,
responsible to their stakeholders, and share
our corporate values. Our business partners are
committed to environmental protection, respect
labour standards, promote human rights, foster
equal opportunity, do not condone corruption
and anti-competitive behaviour, and ensure
occupational safety at the workplace. These
values have been integrated in DIMO's Supplier
Code and our suppliers are required to conform
to these values and integrate them into their
own supply chains.

We ascertain the expectations of business
partners at the beginning of the relationship
and at periodic intervals thereafter. This is
supplemented by an annual survey with a

sample of business partners, designed to
measure their satisfaction levels.

DIMO's value creation process includes the use
of independent third-party stakeholder surveys
such as interviews with business partners. These
surveys are aimed at generating candid feedback
on the state of the relationship between the
partner and the company, and on how these
relationships could be further developed and
strengthened.

Grievances, if any, are resolved speedily. We
have reduced the space for conflict through
regular feedback and open communication with
partners. The company has a constructive and
critical engagement with all of its partners. It
is an engagement that is forward looking and
solution-oriented and aims at strengthening
and growing the relationship. A report submitted
by DIMO annually, provides a platform and an
opportunity to identify and discuss expectation

gaps.

We prize local value addition as it makes a
positive impact on the country's economy.
Similar to our relationships with foreign
principals, we seek enduring long-term
relationships with our local business partners

who are leaders in their respective fields.

It is important that our local business partners
share our business values and meet the same
environmental and social standards we set for
We seek partners who share our
commitment to doing business responsibly. We
seek their compliance with our Supplier Code
commitments, including those on occupational
health and safety at their workplaces. Periodic
health and safety evaluations are carried out
to ensure that our sub-contractors observe the

ourselves.

requisite health and safety standards at their
respective workplaces.

As of 31st March 2016, 22 out of 38 major
suppliers had committed to upholding the
DIMO supplier code. A total of Rs. 5.3 billion was
paid to local suppliers during the year 2015/16
(Rs. 4.3 billion in 2014/15) in aspect of goods
and services provided.

Payments to Local Suppliers
Rs: Mn
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The table below summarizes the length of the
relationships with our Local Business Partners:

Longevity of Relationships with Foreign Principals

Relationship in number of years 2015/16 2014/15
Relationship more than 50 years 7 7
Relationship between 25 to 50 years 9 9
Relationship between 1 to 25 years 60 52
New Relationships 19 9
Total Business Partners 95 77
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Key Performance Measures
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Aspect Measure 2015/16 2014/15 2013/14 2012/13 2011/12

Employee attrition ratio Employee turnover as percentage of average 17.5 17.10 17.20 21.81 21.10
employees (%)

Gender distribution Female employees as a percentage of total n " 10 10 n
employees

Age distribution Percentage of employees below 40 years of age 78 81 79 79 81

Employee satisfaction Employee Satisfaction Index (%) 62.04 62.38 61.10 53.46 62.7

Knowledge and skills Average training hours per employee 17 15.65 13.10 16.00 13.52

development

Employees are our Human Capital. Human
capital provides vital inputs for value creation
at DIMO, as shown in our value creation model.
The impact that human capital has on value
creation depends largely on its skills, levels of
motivation and level of engagement with the
Company. To maximise the impact of human
capital, we have focused on growing capacity,
triggering motivation and securing higher
engagement process.

Human Capital is also an important part of
DIMOQ's collaboration strategy as shown in the
strategy illustration, appearing on page 30. We
seek collaboration with our employees as part
of our corporate strategy.

Human Capital Building Model

¥ The Company has multiple initiatives in place to attract,
develop and retain talent, and thereby building the capacity
and quality of our human capital. We will continue to improve
these initiatives and their effectiveness. We will also continue
investing in improving employee engagement . A special effort
will be made to increase the number of female employees to
narrow the gender ratio.

Understanding employee demands and aspirations, and ensuring transparency in our dealings with
employees, are fundamental to maximizing the potential of human capital. These two aspects are
accorded high priority at DIMO. In fact, our strategic principles include 'Making work enjoyable and
rewarding’ and 'Ensuring that 'employees come first.

Employee
Health &
Employee Safety
Satisfaction
Special
Rewards &
Recognition
Employee Building
Participation Employee
Capital
Development
Performance
Management Compliant
Tribe and a Safe
Workplace
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There were 1,573 employees on our payroll as at the end of March 2016. This was a 2.48% increase over the previous financial year. Our employees

represent all geographical regions and all social groups. The male: female ratio is 9:1 and is an area identified for improvement.

Number of Employees by Age Group and by Gender

Age

Description <20 21-30 31-40 41-50 51< Total
2015/16 2014/15 2015/16 2014/15 2015/16 2014/15 2015/16 2014/15 2015/16 2014/15 2015/16 2014/15
Board of Directors M 7 7 7 7
F -
Group Management: M 3 4 2 2 5 6
Committee F 1 1 1 1
Senior Management | M 1 1 22 20 15 13 8 6 46 40
F 3 2 1 4 2
Middle Management = M 65 66 105 88 27 27 17 17 214 198
F n 9 14 16 5 5 5 4 35 34
Executive M 126 140 195 177 66 61 43 34 430 412
F 30 32 15 14 6 7 6 5 57 58
Clerical/Supervisory i M 10 8 209 200 103 104 29 24 13 13 364 349
F 58 59 5 6 2 1 65 66
Manual M 3 6 173 161 85 85 24 23 9 n 294 286
F -
Non Ex- Contract M 4 5 18 27 3 1 6 10 18 20 49 73
F 1 1 1 2 2 3
Total 17 19 691 695 551 524 185 176 129 121 1573 1,535

Employees by Segment

Segment 2015/16 2014/15
Vehicle Sales 324 330
Vehicle Parts and Services 556 535
Marketing & Distribution 237 245
Construction & Material Handling Equipment 106 78
Electro-Mechanical Bio-Medical & Marine Engineering 144 160
Shared Services such as Finance, HR, IT, Corporate Communications, 206 187
CRM, Legal Services and Stakeholder Interactions

Total 1573 1,535

In the present operating environment,
attracting and retaining the right talent is a
constant challenge. At DIMO we respond to
this by branding the Company positively as a
model employer and an employer of first choice.
Internally, we focus on activities to project
every employee as a brand ambassador for the
Company. Externally, we position DIMO as an
enjoyable and rewarding workplace. DIMO is
a regular participant at career fairs and career
guidance programmes while our Facebook
page important medium for
communication with prospective candidates.

remains an
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Several strategic programmes are in place to
attract the best talent into our human resource
pool. Our management trainee programme ‘D
Flash' is an exclusive programme designed to
create a pipeline of future leadership. Selected
young candidates are offered 24 months of
structured exposure to every division of DIMO
to learn the DIMO way of life and the different
facets of enterprise governance and value
creation.

ANNUAL REPORT 2015/16

Our flagship Automobile Training School (DATS)
produces talent for the automobile and allied
industries such as construction machinery.
Trainees who pass through DATS have the
option of joining DIMO or seeking employment
elsewhere. The Company also provides training
to students from professional institutes,
universities and vocational training institutes.
Such trainees are a good source of human
talent once they complete their studies.

The Group encourages the organic growth
of its human capital and provides multiple
opportunities for our employees to grow
and enhance their careers. Employees are
encouraged to apply for vacancies that arise
within the Group. .

Our talent acquisition process is transparent
and free of bias. We aim to attract and retain
the best by providing them with opportunities
to grow as individuals and members of the
DIMO Tribe.



Retaining talent is the second component
of our human capital strategy. A number
of programmes are in place to encourage
talented employees to grow with the Group.
Career guidance, advice on personal growth,
personality ~development, counselling and
grievance handling, are some of the measures
we employ. We give due consideration to
feedback from exit-interviews when fine-tuning

our strategies for employee retention.

Our online ‘Performance Evaluation System'
tracks the growth of each employee as they
evolve within the Group. The system helps to
identify gaps and training needs, which then

Employees by Service Period

form the basis of the respective supervisor's
and HR division's response to support the
employee's growth and aspirations.

During the year under review, 26, 735 training
hours (24,037 training hours in 2014/15)
were provided to employees through 248
both
training programmes are conducted by internal

programmes, local and overseas. The
and external resource persons and our foreign
principals. Supervisors carry out a follow-up
evaluation to gauge the impact of such training.
Where relevant, employees who have undergone
training are invited to share those experiences
with their colleagues. The overall goal is to
maximize the benefits of the training experience

and disseminate it to a broader group.

Service Period 2015/16 2014/15

(Year) Male Female Male Female
1-5 977 124 954 124
6-10 221 15 209 14
11-15 57 7 60 7
16-20 70 4 65 4
21-25 52 7 49 6
26-30 12 3 10 3
31-35 10 2 18 5
More than 35 10 2 6 1

The chart below details training hours by category and gender
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‘Lift Off' is a programme designed to help DIMO
employees hone in on their personal goals and
suitable career paths. Under the programme,
learning
and offered

employees are advised on job
opportunities, job
shadowing and mentoring opportunities. The

rotations,

programme provides employees with a range
of hard and soft skills that support career
development.

Training Hours by Category

Training Hours

12,000 ~
9,600 -|
7,200 ~
4,800 -
2,400 ~
£ 1 # -
2012/13 2013/14 -~ 2014/15 2015/16

M Board of Directors ~ Clerical/ Supervisory I Executive

Manual & Contract Middle Management B Senior Management

No. of No. of Training Per Employee Training Hours Per Year

Category Gender
Employees Hours 2015/16 2014/15 2013/14 2012/13
Board of Directors M 7 93 13.29 478 75.92 23.79
F - - - - - -
Senior Management M 51 1,434 28.12 31.48 14.28 65.01
F 5 154 30.80 25.66 16.00 46.00
Middle Management M 214 4,006 18.72 26.11 26.82 23.53
F 35 619 17.69 10.48 20.90 24.18
Executive M 430 7,741 18.00 19.90 14.57 17.12
F 57 975 17.11 18.28 25.75 25.99
Clerical/ Supervisory M 364 5,255 14.44 8.79 7.96 10.88
F 65 610 9.39 11.87 9.13 15.13
Manual & Contract M 343 5,845 17.04 10.64 6.47 9.16
F 2 4 2.00 4.66 5.25 -
Total M 1,409 24,373 17.30 15.86 12.62 15.37
F 164 2,362 14.40 13.97 17.38 22.49
1,573 26,735 16.99 15.65 13.10 16.00
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Our Employee Relationship Management (ERM) process ensures that we stay connected with our
employees and remain sensitive to their needs and expectations. Managing employee expectations,
managing their grievances, ensuring transparency in our processes, and effective communication are
key aspects of DIMO's ERM. The following table highlights the key aspects of the process:

Employee Relationship Management Initiatives

Employees' Council The Council has representation from each business unit, and the
Group Management Committee. The Council meets monthly to
discuss any employee grievances and improvements to the business.

Minutes of the meetings are available on the Company intranet.

HR Clinics Representatives from the HR division visit different locations to
engage with employees and address grievances and challenges. Most
of these meetings are one-on-one meetings between the employee
and a representative of the HR division. The General Manager, HR,
who is a member of the GMC, usually participates at these meetings.

Fifteen HR clinics were conducted during the year.

The Company Intranet The intranet, "DIMO Net" enables employees to access a wide

variety of corporate material such as promotional campaigns,
vacancies,Employees’  Council  minutes, an e-book library,
e-newspapers, the Code of Business Ethics, Company policies and

procedures, and other corporate events.

'‘Open-door’ Policy DIMO has an ‘'open-door' policy where any grievance can be
discussed with the Chairman or the Chief Executive Officer without

prior appointment.

Every year, all team members gather at 'DIMO Day' where the plans for the forthcoming year are
unveiled.

DIMO also conducts several team building and motivational activities. This year's activities included
quiz competitions, photographic competitions, sports days, the 'biggest loser' competition, the annual
children's party, a Vesak lantern competition, and a children's art competition. We also conduct a
'Personal Financial Planning' programme every year, for those employees who are on the verge of
retirement.

Training Hours Composition
by Category

8,716

5,865

93
1,588

4,625 5,849

W Board of Directors " Clerical/ Supervisory ™ Executive

DIMO is one of the 20
great places to work for in Sri Lanka

Manual & Contract Middle Management B Senior Management
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Employees who make a special contribution
to value creation at DIMO are recognised at
our annual 'Employee of the Year' awards. The
winner is singled out for a unique contribution
to the Group through his or her work, ideas
and commitment.  Apart from an overall
winner, winners are also announced in the
sales, technical support and support services
categories. The ‘Employee of the Year' is selected
by the Group Management Committee on the
basis of previously published guidelines; the top
prize is a TATA Nano.

In addition to the annual awards, monthly
awards are given to employees for special
contributions to their business units.

For the fourth consecutive year DIMO was listed
among the Top 20 Great Places' to work in Sri
Lanka. A company's ranking is based on a trust
index and culture audit. Two-thirds of marks
are derived from the Trust Index, which is based
entirely on employee feedback with the balance
coming from the culture audit, which consists
of an assessment of HR practices in the work
place.

The  Association of Human  Resource
Professionals presented DIMO a ‘Gold" award last
year at its biennial '"Human Resource Awards.
This award recognizes the effectiveness of our
human resource practices and places us in the
top 10 in the corporate world. The Company
also received an award for employee relations.

Gold Award at the HRM Awards 2015



An annual employee satisfaction survey is conducted where employees remain anonymous when
responding. The execution of the survey and consequent data tabulation are entrusted to an
independent party. During the year under review, the survey attracted a response rate of 68.4 % (91%
in 2014/15). The tabulated data indicated an overall satisfaction rate of 62.04 % (62.38% in 2014/15).

3

M-Prospects for promotion
N-Superior's Guidance

Employee Satisfaction Index
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Performance reviews take place twice a year through an online appraisal system. The appraisals
seek to evaluate employee performance on a number of different aspects, including achievement
of personal goals, a review of competencies, and personal growth. The Group's remuneration policy
prescribes competitive remuneration, while we use salary reviews conducted by independent parties
to ascertain market remuneration levels.

Employee health and safety is a priority at DIMO; we believe a secure and content workforce enhances
the quality of our human capital, which in turn helps build more value for the Group. All workplace
injuries are reported to the HR division and the cause identified. Injuries are analysed and where
necessary, processes and structural alterations may be made to the work place.

Employee absenteeism increased to 0.12 % during the period under review from 0.05 9% in 2014-15.

The table below tracks our safety record at work:

Injuries/Diseases/Fatalities/ 2015/16 2014/15

Lost Day/Absenteeism Total No. Rate (%). Total No. Rate (%)
Injuries 21 0.00062 24 1.09
Occupational disease Nil Nil Nil Nil
Lost working days 92 0.0027 138.5 -
Work related fatalities Nil Nil Nil Nil
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Employees of DIMO are expected to live by
the values contained on page 52. These values
demand that each tribe member is responsible,
righteous, responsive, reliable, respectful and
resilient.

The Group's HR Policy, Code of Business Ethics,
Human Rights Policy and Whistle Blowing
Policy help employees act according to the
DIMO values and ensure that their behaviour
is compliant with the law and ethically sound.
The HR Policy and Code of Business Ethics
address issues such as non- discrimination in
the workplace, zero tolerance of child or forced
labour, safe workspaces, strict compliance
with laws and regulations, fair treatment, zero
tolerance of harassment, and environmental
responsibility. The Company is a signatory to
the UN Global Compact that promotes ethical
and responsible corporate behaviour

"ldea Man" is a programme designed to
foster innovation by encouraging employees
to use their imaginations for sustainable
value creation. Employees may forward their
ideas and suggestions for innovations and
improvements directly to the Chairman. These
ideas are reviewed and analysed by the Group
Management Committee. All employees who
suggest practical ideas are recognised and
rewarded. During the year under review 58
employees sent proposals to the Chairman.

The Company has multiple initiatives in place to
attract, develop and retain talent, and thereby
building the capacity and quality of our human
capital. We will continue to improve these
initiatives and their effectiveness. We will also
continue investing in improving employee
engagement . A special effort will be made to
increase the number of female employees to
narrow the gender ratio.
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Intellectual Capital Building Model

Intellectual capital is enhanced through two key
elements - our brand reputation and the value
created by organisational intangibles such as
our knowledge base and time tested processes,
systems and procedures.

DIMO is an organisation committed to learning
and service excellence; we have thus generated
several assets that do not appear in the
Financial Statements as they are not monetised.
Our competitive strategy, collaboration and
differentiation have been leading facilitators to
the creation of value in the form of intellectual
capital.

The diagram below elaborates how collaboration
and differentiation facilitate the growth of
intellectual capital through knowledge, systems
and processes, and brand reputation.

During our 76 vyears in business, we have
collaborated with employees to build a massive
pool of expertise and experience, which is a
key component of DIMO's intellectual capital.
This pool of knowledge consists of specialised
expertise in the business domain , and in capital
management, risk management and impact
management.

We know however that knowledge gained is
only as valuable as its effect and influence on
the work we do. At DIMO we strive to document
and share information in as many ways as
possible to maximise the value of this most
important element. Knowledge sharing sessions,
e-library, extensive training and human capital
management tools contribute to how we
manage and exploit knowledge.

We believe that knowledge used and shared also
depends on the unspoken norms of behaviour
that constitute DIMO's culture. It is these norms
and our family friendly working environment,
rather than formal systems, that shape our
employees'

interactions  with  customers,

colleagues and other stakeholders..

The systems and processes that we have
designed and executed over the years to
implement the DIMO differentiation strategy
are a critical asset in our value creation process.
Often, our response to the increased pressures
from the evolving business environment,
competition and globalisation, involves making
our systems and processes more resourceful
and more flexible.

The value creation model identifies eight
supporting services through which DIMO adds
value to the products we represent. These
are, namely, sourcing, warehousing, customer
engagement, solution mapping, engineering,
delivery aftercare and support services. The
processes and systems through which we
deliver these value-creating activities are the
same systems and processes that forms part
of intellectual capital and is redeployed to the
value creation model under intellectual capital
to enhance the value created.

Role of Corporate Strategy in Intellectual Capital Formation

N

>

Collaboration with employees

Collaboration

‘‘‘‘‘‘ > Differentiation

Knowledge Base

Systems and processes

Brand reputation
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Know House -
A Knowlwdge Management Initiative

Our brand reputation has been carefully built
through the DIMO differentiation strategy. We
have sought to differ from our competitors
through technological excellence, aftercare,
effective customer relationship management,
market presence and a strong sense of
responsibility.

The brand reputation we wish to own is the
promise of our mission statement: ‘Create Value
Responsibly’, and we constantly try to align our
brand promise with the DIMO values.

Values:

*  Responsible: To be a responsible
corporate citizen and to act with
responsibility towards all our
stakeholders and the environment.

® Righteous: To stand for
righteousness with resolve

© Responsive: To be approachable
and responsive to every
stakeholder we serve

© Reliable: To be reliable and
trustworthy, whatever we
undertake to do

* Respectful: To always treat people
with dignity and respect

® Resilient: To be resilient in
adversity



¥ The awards that we have received bear testimony to
the exceptional levels of quality and excellence of our
knowledge base and systems and procedures.

Great Place to Work - 2015

® Recognised by the 'Great Place to Work
Institute” That DIMO is one of the best 20
companies in Sri Lanka to work for.

Great Place to Work - 2015 - Best in Large

Sized Enterprise Category - Bronze

*  DIMO carried away the Bronze award
under the large sized enterprise category
at the "Great Place to Work" award
ceremony.

Excellence in Integrated Reporting 2015 -

Gold Award

* Recognised by the Institute of Certified
Management Accountants of Sri Lanka for
the Excellence in Integrated Report.

Excellence in Human Resources South Asia

2015

*  Runners-up of the "Excellence in Human
Resources South Asia" (excl. India) Award
from by The Society for Human Resource
Management of India.

Overall Excellence in Annual Financial

Reporting 2015 - Gold Award

°  Awarded by the Institute of Chartered
Accountants of Sri Lanka for the best
Annual Report.

Integrated Reporting - Gold Award - 2015

* Awarded by the Institute of Chartered
Accountants of Sri Lanka for the Best
Integrated Report.

Annual Report 2015 - Diversified Holdings

(Group companies up to five Subsidiaries) -

Gold Award

* Awarded by the Institute of Chartered
Accountants of Sri Lanka for the Best
Annual Report in the category of Group
companies up to five Subsidiaries.

Corporate Social Responsibility Reporting

Award 2015 - Gold

*  Awarded by the Institute of Chartered
Accountants of Sri Lanka for the Best
Corporate Social Responsibility Report.

Best Disclosure on Capital Management

* A special recognition by The Institute of
Chartered Accountants of Sri Lanka for the
best disclosure on Capital Management in
the Annual Report 2014/15.

Management Commentary Award 2015 -

Bronze

* Awarded by The Institute of Chartered
Accountants of Sri Lanka for the
Management Commentary in the Annual
Report 2014/15.

Integrated Reporting - Gold Award - 2015

*  Recognised by South Asian Federation of
Accountants as the winner for Integrated
Reporting in South Asia.

ACCA Sustainability Reporting Award 2015

- Overall Winner

* Awarded by ACCA for the best
Sustainability Report.

ACCA Sustainability Reporting Award 2015

- Diversified Conglomerates - Winner

*  Awarded by ACCA for the best
Sustainability Report in the category of
Diversified Conglomerates.
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Distributor of the Year 2015 - Winner

¢ Recognised by TATA Motors Limited as
the "Distributor of the Year" at the Annual
Distributor's Awards 2016 (excl. India).

Highest Sales 2015 - Small Commercial

Vehicles - Winner

¢ The Annual Distributor's Awards 2016
hosted by TATA Motors Limited recognised
DIMO for the highest sales recorded in
Small Commercial Vehicles (excl. India).

Highest Sales 2015 - Pickups - Winner

¢ The Annual Distributor's Awards 2016
hosted by TATA Motors Limited recognised
DIMO for the highest sales recorded for
TATA Pickup Model (excl. India).

Highest Growth in Market Share 2015 - L
and ICV Trucks - Winner
The Annual Distributor's Awards 2016
hosted by TATA Motors Limited recognised
DIMO for the highest growth in Market
Share for L and ICV Trucks (excl. India).

Highest Growth in Market Share 2015 - M

and HCV Trucks - Winner

¢ The Annual Distributor's Awards 2016
hosted by TATA Motors Limited recognised
DIMO for the highest growth in Market
Share for M and HCV Trucks (excl. India).

Best Key Account Process Implementation

2015 - Winner

¢ The Annual Distributor's Award 2016
hosted by TATA Motors Limited recognised
DIMO for the Best Key Account Process
Implementation (excl. India).

Distributor of the Year 2015 - New Product

Introduction

*  Recognised by TATA Motors Limited as the
"Distributor of the Year - New Product
Introduction” at the Annual Distributor's
Awards 2016 (excl. India).

Distributor of the Year 2015 - Network

Development

¢ Recognised by TATA Motors Limited as
the "Distributor of the Year - Network
Development" at the Annual Distributor's
Awards 2016 (excl. India).
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Business

This section brings the reader an overview of each of our
business segments, describing our portfolio of products and
services, business performance and value generated by each

* segment in the year under review.

The connectivity of supply chain activities to the business
segments and the capitals is also presented here.




Marketing and Distribution

Vehicles - Sales

Construction and Material Handling Equipment
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Electromechanical,
Biomedical and Marine Engineering

Indicator
GDP growth rate

Relevance to DIMO

DIMOQ's product portfolio includes a large offering of capital
equipment. A high GDP growth rate indicates a higher
demand for capital equipment.

Measure

The GDP grew by 4.8% in 2015 compared to a growth rate of
4.9% in 2014. According to the Central Bank of Si Lanka GDP is
expected to expand by 5.8% in 2016 and by 6.3% in 2017.

Interest rates

Interest rates are relevant to DIMO in two ways. Firstly
lower borrowings cost can fuel demand for motor vehicles
and capital equipment that we sell. Secondly it has a
bearing on the borrowing costs.

The average weighted prime lending rate (AWPR), increased
from 7.01% at the commencement of the year to 9.19% as at
31st March 2016.

Inflation rate

Low inflation rates lead to higher real disposable income
amongst customers.

As at the end of March 2016 year-on-year and annual average
inflation was recorded at 2.0 % (2.5% in 2014) and 1% (0.1% in
2014) respectively.

New motor vehicle
registrations

Number of new motor vehicles registered is an indicator of
the Market size for Motor vehicles

Vehicle registrations (all vehicles) increased by 55.7% to 668,907
vehicles from 429,556 vehicles in the previous year.

Transportation
sector growth

Growth in transportation sector has an impact on the
Vehicles business.

In 2015 the transportation sector grew by 5.5 % compared to
3.6% in 2014.

Construction Sector
Growth

The growth in this sector is an indicator of the market
potential for Construction & Material Handling related
businesses

The construction sector contracted by 0.9% in 2015 compared to
a growth of 6.6% in the previous year. The slowdown in large-
scale infrastructure projects was a major factor for this decline.

Health sector
capital expenditure

Government sector and the private sector are customers
of the Bio-Medical Engineering business. The health sector
Capital expenditure of Government and the private sector
investments are key indicators of growth for the Bio -
Medical Engineering business.

Health sector capital expenditure increased from Rs. 22.3 billion
in 2014 to Rs. 37.2 billion in 2015 and the number of Private
Hospitals registered with the Private Health Service's Regulatory
Council was 241 in 2015 against 221 in 2014.

Industrial sector
growth

Industrial sector is a key target segment for DIMO.

The industrial sector recorded a growth of 3.0% in 2015
compared to 3.5 % in 2014.

Water and energy

Government investment in water and energy has an
impact on the fortunes of the Power Engineering and Fluid
Management businesses.

Capital expenditure by National Water Supply and Drainage
Board decreased to Rs.27.5 billion in 2015 from Rs. 35.6 billion
in 2014. Total Electricity Generation in 2015 increased by 5.9%
to 13.090 GWh, from 12,357 GWh in 2014.
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Vehicles - Sales

A core business sector for DIMO, offering brand
new passenger, four wheel drive, commercial and
special purpose vehicles as well as pre-owned
passenger vehicles and agri machinery. DIMO is
proud to partner some of the world's best known
brands including Mercedes Benz, Chrysler, Jeep
and TATA.

Key Principals and Relationship

Daimler AG 77 Years
TATA Motors Ltd 55 Years
Mahindra & Mahindra Ltd 26 Years
Claas Agricultural

Machinery pvt Ltd 13 Years
FCA International Operations LLc 12 Years

Qutlook

Upward trend in interest rates,
fluctuations in exchange rates, imposition
of 70% LTV (Loan To Value ratio) , and
prevailing high tariffs on vehicles may
impact on the demand for commercial
vehicles and passenger cars in the short
term.

Product Portfolio

Sale of brand new passenger vehicles, 4WD
vehicles, commercial vehicles, special
purpose vehicles, pre-owned vehicles and
agri machinery.

Key Impediments

¢ Competition from grey imports

® Frequent changers in import duty
structure

* Introduction of 70% LTV

Segment Turnover and Segment Results

Rs:'000 Rs:'000
35000000 - 4,000,000
30000000 |- ‘ - 3500000
25000000 - ~3,000000
20,000,000 |- -/2500000
15000000 |- -12000000
10,000,000 - -1,500000

5000000 - & -1,000000

oL - - 500,000
2011/12 2012/13 2013/14 2014/15 201516
® Turnover Result

Segment Turnover Segment Results

Lead Capitals

RS. '000 RS. '000 © Relationship Capital
2015116 27,282,880 2015/16 1,946,405 © Monetised Capital
2014/15 18,797,585  2014/15 1,394,122

% Contribution to
Group Turnover

Monetised Capital
Directly Employed
RS. '000

Key Supply Chain
Activities
o Aftercare

Brand Portfolio
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¢ Customer engagement E?Lﬁhmm'i
2015/16 72%  2015/16 6,280,762 TﬂTﬂ.
2014/15 6700 201415 3,639,242
Carbon Foot Print (ico,e) Number of Employees Weighted Average Number
s M5 Customer Satisfaction of Customers
Scope 1 2,106 1,833 Index
Scope 2 337 435 2015/16 324 2015/16 88% 201516 3,007
Scope 3 43 21 2014/15 330 2014/15 87% 2014/15 2245
Water 2015/16 19,543 Energy 2015/16 24,065
Consumption (m’) 2014/15 14,685 Consumption (GJ'000) 201415 28,470
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Vehicles - After Services

DIMO also offers global brands in vehicle accessories
and components as part of its comprehensive after
service package while our state-of-the-art Mercedes

Benz Centre and the LEED Gold certified BOSCH

Diesel Centre and Car Service Centre deliver industry
expertise, state of the art diagnostic equipment

and access to best-in-class automobile engineering
services.

A visible operation

36
54
62
76

The Capitals Report
Business Report

Impact Management Report
Risk Management Report

Qutlook

We expect growth to continue as our
investments and new service promotions
come on stream. The Mercedes-Benz
centre, will continue to provide an
integrated sales, service and parts solution

Segment Turnover and Segment Results

Key Principals and Relationship
Daimler AG 77 Years
TATA Motors Ltd 55 Years
Mahindra & Mahindra Ltd 26 Years
Claas Agricultural

Machinery pvt Ltd 13 Years
FCA International Operations Lic 12 Years

under one roof.

Product Portfolio

Providing repair and service facilities for
franchise passenger,commercial vehicles
and agri machinery,sale of franchise
vehicle and agri machinery spare
parts,accessories and components.

Key Impediments

© Attracting skilled labour
© Substitutes
* Workshop

outstations

capacity
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Segment Turnover Segment Results
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201516 2,879,444  2015/16 492,275
201415 2,368,614  2014/15 407,259

% Contribution to
Group Turnover
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Directly Employed
RS. '000

Lead Capitals
* Intellectual Capital
* Human Capital

Key Supply Chain
Activities
o Aftercare

Brand Portfolio
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Scope 3 64 20 2014/15 535 2014/15 8400 2014/15 3,010
Water 2015/16 35,167 Energy 2015/16 14,745
Consumption (m?) 2014/15 30,220 Consumption (GJ'000) 2014/15 16,007
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Marketing and Distribution

Offering

comprehensive

solutions

for

diverse

requirements, the Marketing & Distribution sector services

many industry areas including tyres, auto components,
power tools and lighting products from a range of global
brands. World class brands and product technology are
supported by our own expertise, making us leaders in

segments we operate.

Key Principals and Relationship

Robert Bosch GmbH

Siemens

Bosch Ltd

Bosch Automotive
Systems Corporation

Michelin

Osram GmbH

Rane Brake Lining Ltd

MRF

62 Years
56 Years
47 Years

32 Years
23 Years
22 Years
22 Years
15 Years

Qutlook

With improvements in the construction
sector and the continuing trend in
demand for smart solutions, demand for
lighting solutions and power tools will be
enhanced. Further the addition of new
suppliers for passenger car tyres would
ensure growth momentum in tyre sales.

Product Portfolio

Sale of non franchise vehicle spare parts,
accessories,components,tyres,power
tools,lamps and lighting fittings.

Key Impediments

Increase in substitute products
Frequent taxation Revisions

Segment Turnover and Segment Results
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Segment Turnover
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2015/16 3,860,802  2015/16
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% Contribution to

Segment Results

258,682

Lead Capitals
Relationship Capital
Human Capital

295,923

Monetised Capital

Key Supply Chain

Brand Portfolio
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Water 201516 4,368 Energy 201516
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Construction and Material Handling
Equipment

Komatsu, Bomag, Schwing Stetter and Manitou are
some of the well known names in construction and
mining equipment we partner, ensuring quality in
performance and excellent value. DIMO also offers
a range of after-market support services, company
certified implements and original components.

A visible operation

36 The Capitals Report
54  Business Report
62 Impact Management Report

76  Risk Management Report

Key Principals and Relationship

Komatsu Ltd. 47 Years
Bomag GmbH 37 Years
Sch'a'fer Systems

International Pte.Ltd. 14 Years
MHE-Demag (s) Pte. Ltd. 13 Years

Qutlook

Potential for growth in this sector is
high, with development projects in
infrastructure expected to recommence
and the anticipated growth in the
construction sector.

Product Portfolio

Sale and service of earth moving
machinery ,road construction
machinery,fork - lift,racking systems,pumps

and dock levellers.

Key Impediments

* Import of cheap substitutes

Segment Turnover and Segment Results
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Segment Turnover

RS.'000
2015/16 1,558,886
2014/15 1,749,816

% Contribution to
Group Turnover

Segment Results
RS. 000

2015/16 169,523

2014/15 201,221

Monetised Capital
Directly Employed
RS.'000

Lead Capitals
* Intellectual Capital
* Human Capital

Key Supply Chain
Activities

o Aftercare

¢ Customer engagement

Brand Portfolio

Bordt < somac G ogiuie
TF  GEHL <EOMICO. Hauigttes

HOMATSY | Canrowor

msciowmn gy [TTEsailsl]

2015/16 4% 20