%k Our Second Integrated Annual Report

Our first, last year, turned out to be the first for Asia as well. Heartened by the overwhelming

response from all our stakeholders, we made yet another attempt. We have once again

structured this Annual Report based on our eight strategic imperatives; Highlights of the Year,
/ - Management Report, Enterprise Governance Report and Risk Management Report

illustrate and discuss our position and response in holding true to them. As much

as this is a Report about Dimo’s duties of responsible trusteeship, faithful stewardship and

uncompromising accountability, it is also a Report of Dimo’s drivers of value; or as we call it,

a Report of Dimo’s financial capital and intellectual capital. /
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THIS IS DIMO

Diesel & Motor Engineering PLC, better known as Dimo is a public quoted company listed on the Colombo Bourse. Founded in 1939, Dimo

operates across the five business segments shown below through representing several best-in-class Principals. Headquartered in the commercial

capital of Colombo in Sri Lanka, Dimo has an extensive network of sales and after-sales facilities spread throughout the Island and a team of over

1,360 employees. 2011/12 has been a year of exceptional all round performance. These highlights as well as the outlook for the ensuing year are

summarised below:

Our vision is to be the leader in all the businesses we are engaged in, by building a world-class team and partnering with the best in the world, to

deliver, lasting and outstanding value to all our stakeholders.

Business Segment

Principals Represented

Performance Highlights of the Year

Outlook for 2012/13

Vehicles

Passenger cars, SUV and a range

of commercial vehicles from small
750kg trucks to large 40 Ton+ trucks
to tippers and buses.
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Number of vehicles sold and turnover increased by
65% and 32% respectively. TATA passenger vehicle
sales increased by 16 times mainly on account of the
launch of the TATA Nano. TATA commercial vehicles
increased market share from 43 to 50% of the brand
new commercial vehicles segment. Heavy/medium
commercial vehicles sales increased by 115% while
light and small commercial vehicles sales increased
by 37%. Mercedes-Benz, Chrysler and Jeep performed
below expectations.
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Recent upward revision of tariffs and duties together
with the upward movement in exchange rates could
challenge sales, particularly of our high end products.
We nevertheless continue to invest on strengthening
infrastructure and reach. Particular emphasis is on
increasing our customer contact points. Overall,

we remain cautiously optimistic.

Vehicle Parts & Service

Parts for the after-care markets of
passenger vehicles, commercial
vehicles and construction machinery
including a range of Original
Equipment Manufacturers’' (OEM) parts.
Engine management systems, vehicle
accessories, tyres and services.
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Sales of TATA as well as OEM parts increased by 34%
and 17% respectively, while sales of Mercedes-Benz,
Chrysler and Jeep parts dropped by 14% and sales

of Bosch parts dropped by 7%. Tyre sales performed
below expectation owing to poor supplies. Growth
momentum in vehicle service continued during the
year with Vehicle Service Hours Sold rising sharply from
118,430 to 208,768 along with Vehicle Throughput
rising from 22,392 to 45,281.
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The investments currently underway to upgrade

and expand our service and repair facilities, the rapid
increase in the vehicle population in recent years,

and the expansion of our Dimo outlets plus dealer
network augurs well for growth in this division.

The new brand of tyres, 'KHUMO) the tyre retail service
and repair centres to be launched during the year and
the increase in the tyre dealer network should improve
tyre sales.

Lighting & Power Tools

A wide range of lamps, lighting
fittings, lighting equipment and
systems, tailor-made lighting design
service and energy audits, industrial
and domestic Power Tools.
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Sales were adversely affected due to non-availability
of CFL lamp supplies. Bosch power tools recorded

a 38% increase in sales, retaining market leadership
with a 36% share of the branded market. Growth

in the construction sector, focus on the end user,
enhancing our island-wide authorised dealer
network and a 90% availability of spare parts
contributed to this growth. Lighting business unit
systems were certified to provide LEED consultancy.
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Opening up of markets in the North and East, growth
in hotels and construction sectors as well as our own
expansion of the distribution network should turn a
worthwhile result.

Construction, Agricultural &
Material Handling Machinery
Construction and mining equipment,
compaction and road building
machinery, concrete machinery,

fluid management systems, tractors,
agri implements, forklifts, storage and
racking systems, building cleaning
and maintenance systems,

aerial work platforms, parking systems
and harvesters.
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Market leadership status in heavy machinery

and equipment that Komatsu rose to last year

was retained in the year under review. However,
downscaling of Komatsu forklift operation by the
principal led to a loss of market share in the forklift
market. Fluid management systems recorded a 35%
increase in turnover owing to several projects that
were hitherto on hold coming on stream. The Agri
Business witnessed a turnover growth of 4%.
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Launch of innovative new products together with the
expansion of our regional service network and growth
in hotels and construction sectors should enable us to
augment our market leading position to drive growth
in this sector.

Electromechanical &

Biomedical Engineering

Power solutions, building automation
systems, fire detection, protection
and suppression systems, CCTV and
access control systems, public address
systems, power systems for marine
propulsion and rail traction, industrial
refrigeration, and medical equipment.
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Highlight of the year was winning the first ever
Supervisory Control and Data Acquisition/
Distribution Management System (SCADA/DMS)
project of the Ceylon Electricity Board. The Country’s
largest fire detection project was also awarded to
Dimo. Several high profile projects were successfully
completed during the year. Medical solutions
division recorded a 70% increase in turnover. Power
systems division secured an order of 23 locomotive
engines although overall performance of this
division was below expectations.
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With key sectors such as hotels, construction and
health-care poised for growth, this division is expected
to continue it growth momentum.



CONTEXT / STRATEGY

sk We Exist Because We
1. Refine the portfolio mix of our business continuously
. Create financial value
. Earn the trust of customers and they keep coming back
.Nurture people and they find it enjoyable and rewarding to work with us
. Have great relationships with best-of-breed business partners
. Play by the rules

. Serve the community
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. Are friendly towards the environment

And these constitute our eight strategic imperatives.

* Our Overarching Strategy is Quite Simple

We always and repeatedly ask ourselves what is next, and what do we have to do next,
to hold true to our eight strategic imperatives.

* The Other Side of the Coin - Building Capital
Holding true to our eight strategic imperatives builds capital; Financial Capital as well
as non-financial capital. The latter is referred to by many terms but we like to refer to
it as intellectual capital. Unfortunately, our intellectual capital is not reflected in our
Balance Sheet. However, it is the dynamic interaction of our six forms of intellectual
capital that creates financial capital as shown in the diagram below:

Portfolio Mix

Environmental
Capital
Customer
Capital
y. Community FinarTciaI
Capital Capital
Employee
Capital
Institutional
Integrity
Capital

Business Partner
Capital
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CONTEXT / A 360 DEGREE VIEW OF HIGHLIGHTS OF THE YEAR

Key Performance Area Metric

i,

CREATING FINANCIAL VALUE

/Achlevement
oy

B

2011/12
7

iz

Chang e/ A Forward Lookmg Note

1,905 :

1,762

Wealth creation Economic Value Added (Rs. mn) 8%
© Market Value Added (Rs. mn) : 1,253 : 8719 : (86%)
Net Assets Value per Share (Rs.) 841 473 78%
© Market Capitalisation (Rs. mn) 8718 1 12,920 : (33%)
Wealth distribution Employees (Rs. mn) 1,372 1,037 32%
Government (Rs. mn) 6,062§ 5,571 9%
. Lenders (Rs. mn) 253 : 207 : 22%
. Community (Rs. mn) 51 : 30 : 70%
Shareholders (Rs. mn) 554 122 354%
Shareholder return Return on Equity (%) 36.13 50.51 (28%)
© Earnings per Share (Rs.) 303.87 © 23903 : 27%
Price Earnings Ratio (times) 3.23 6.21 (48%)
. Dividend per Share (Rs.) 4000 . 6100 : (34%)
Shareholders'Funds (Rs. mn) - at 7,465§ 4,201 78%
. theyearend : :
Profitability © Gross Profit Ratio (%) 18.23 : 2056 : (11%)
¢ Net Profit Ratio (%) 6.81 : 731 (79%)
Working capital © Current Ratio (times) - at the :
management year end 1.55 127 22%
Quick Assets Ratio (times) - :
at the year end 034 : 0.84 : (60%)
Asset utilisation Fixed Assets Turnover (times) 8.49 9.37 (9%)
Capital structure Debt/Equity (%) - at the
. yearend 13.4 9.76 37%
© Interest Cover (times) 1564 1735 (10%)

Several investments are already underway to enhance
capacity, competency and reach. These investments
amounting to Rs. 5 bn during the three-year period ending
31st March 2014 are expected to support revenue growth
from the ensuing year onwards. For details, refer column

on outlook for 2012/13 given in inner front cover.

Relentless focus on working capital management will
continue. We will challenge the current market norms of
60-day credit periods and 60-day stock residence times

and gradually set new standards for them.

We are focused on improving gross profit margin by at
least 2%, greater efficiencies in managing expenses, higher
value addition and productivity improvement in order to
improve profitability. Our budget for 2012/13 envisages

a stable performance rather than a substantial growth

in profits. We are confident of maintaining our record of

creating positive EVAs.

DIESEL & MOTOR ENGINEERING PLC
ANNUAL REPORT 2011/12
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A 360 DEGREE VIEW OF HIGHLIGHTS OF THE YEAR / CONTEXT

Key Performance Area

I,

@ EARNING THE TRUST OF CUSTOMERS SO THAT THEY KEEP COMING BACK

Metric

7

iz

/Achlevement
oy

%

2011/12

Chang / A Forward Lookmg Note

Customer service © Number of sales personnel 362 : 345 : 5%
Number of service personnel 481 442 9%
: Training man hours -
Sales personnel 4,044 - 3,518 - 15%
Customer convenience: Number of branches and :
customer interaction points 40 : 25 : 60%
Customer satisfaction : Weighted average customer : :
. satisfaction index 89.2 85.6 4%
Number of complaints received 261 201 : 30%
Number of complaints resolved
within 3 days in Vehicle Sales 128 : 48
and Parts & Service Segments : : 167%

In the ensuing months we should see a change in the face
of our customer relationship management (Refer pages
56 to 58 for details). Major investments and initiatives to
improve customer service and customer convenience are
underway. We are strengthening our island-wide presence
at strategic locations. Several new investments in state-of-
the-art facilities will set a new benchmark in the sectors
that we operate in. While strengthening our existing
customer portfolio, new customer segments will be
attracted particularly owing to the Bosch Centre launched
in the year under review which attracts all popular makes
of vehicles and the expansion of our ‘Tyre Plus’ network

that kicked off during the year under review.

NURTURING PEOPLE SO THAT THEY FIND IT ENJOYABLE AND REWARDING TO WORKWITH US

Team strength

: Number of employees as at

1339 :

1019

year end 31%
Gender distribution  : % of female employees 11 : 10 : 10%
Age distribution © % of employees below 40 years : :
of age 81 : 76 : 7%
Knowledge and © Number of training man hours 18,106 : 11,105 : 63%
skills development : :
Employee satisfaction : % of employees who
participated in the voluntary : :
employee satisfaction survey 86.4 54 60%
Employee satisfaction index (%) 62.6 55 14%
Employee health & Expenses incurred for employee : :
safety health & safety (Rs. mn) 25.1 947 165%
Work-related fatalities Nil Nil Nil

Statistics suggest an increase in'Y’ generation employees.
The human resources function is increasingly gearing itself
to address their needs. We are on track towards increasing
our percentage of female employees to 15% by 2014.

We have budgeted to invest on at least 10 hours of
training per employee per annum. We expect the
employee satisfaction score to move further up from

the current level of 62.6%. An upgrade of our current
system for managing employee health and safety as well
as OHSAS 18001 accreditation has been planned for the

ensuing year.

DIESEL & MOTOR ENGINEERING PLC
ANNUAL REPORT 2011/12
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CONTEXT / A 360 DEGREE VIEW OF HIGHLIGHTS OF THE YEAR

HAVING GREAT RELATIONSHIPS WITH BEST-OF-BREED BUSINESS PARTNERS

Relationship with Principals Length of longest relationship (years) 73 72 1 Our focus will remain on nurturing the
No. of relationships above 50 years 5 5 _ relationships with our existing Principals
No. of relationships between 25 to 50 years 9 9 _ while seeking new relationships that
No. of relationships between 10 to 25 years 16 17 (1) | representa strategic fit.
No. of relationships between 1 to 10 years 40 24 16
No. of new relationships commenced :
during the year 8 16 ®)

PLAYING BY THE RULES

Contribution to Exchequer Taxes paid (Rs. mn) 6,062 5,571 8.8% Substantial amounts of duties/taxes
: : : - will be paid. Refer pages 18 to 22 for

* macroeconomic scenario.

SERVING THE COMMUNITY
Development of youth : Number of students enrolled to Dimo : : : Our focus will remain on youth
Automobile Training School 36 32 12.5% development.

* Number of vocational training students
accommodated from the top vocational : :
training institutes in Sri Lanka 168 148 13.5%

BEING FRIENDLY TOWARDS THE ENVIRONMENT

Combating climate change Carbon footprint. tCO,e per We are intent on reducing our greenhouse

© Rs. 1 mn of Group net turnover © 01674 : 0.1064 : 57.3% gas emissions for every Rs. 1T mn of Group

net turnover by 5% and improving our
: Energy consumption. Revenue per : : : ground water reuse percentage by
: Megajoule of energy consumed (Rs.) 511 906 (43.6%) 1% per annum.

© Ground water recycled and reused as a

percentage of total water consumption (%) 15 24 (37.5%)

DIESEL & MOTOR ENGINEERING PLC
ANNUAL REPORT 2011/12
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Overview

Report Scope and Boundaries

REPORT PARAMETERS...THE BIG PICTURE / CONTEXT

Departing from past practice, we introduced our first ever integrated annual report last year for the
financial year ending 31st March 2011. We are adopting the same approach this year too, based on
our eight strategic imperatives that builds capital, both financial as well as non-financial. The latter
also known as intellectual capital, encompasses our customers, human resources, business partners,
institutional integrity, community and environment, which taken together represent Dimo’s drivers of
sustainable value.

Non-financial information in this Annual Report is aligned with the Global Reporting Initiative (GRI)
G3.1 Sustainability Reporting Guidelines at a self-declared application level ‘A+". The GRI Index given
on page 258 provides a complete list of indicators with cross references for details found elsewhere.
The non-financial information has been subject to independent verification and an assurance is
provided by Det Norske Veritas AS (DNV) as per AccountAbility Assurance Standard AATO00AS (2008).
Financial information has been subject to the usual independent assurance and is fully dealt with in
the Financial Reports section of this Annual Report.

This integrated annual report covers the activities of Diesel & Motor Engineering PLC and its
subsidiaries (Dimo Group) over the 12-month period ended 31st March 2012 (also referred to as

‘'year under review' or ‘current year’). There are no changes in the reporting scope and boundary from
the previous report. Information in this report pertaining to the previous year has not been restated.

This report also serves as a progress report on Dimo’s implementation of the ten principles of the
UN Global Compact, and takes into consideration the Blueprint for Corporate Sustainability
Leadership - an action plan initiated as part of the Global Compact Platform. The Global Compact
Index on page 258 provides an overview of the topics covered.

As for future reporting, our objective is to increasingly align our external reporting with
good-practice guidelines, such as the upcoming GRI G4 Guidelines, as well as Integrated Reporting.
Dimo, along with about 65 global organisations, is presently participating in a Pilot Programme of
the International Integrated Reporting Committee (IIRC) that will facilitate in the development of an
International Integrated Reporting Framework. The Pilot Programme encourages experimentation
and innovation among member companies through individual meetings, webinars, regional and
sector networks, conferences and through a dedicated Pilot Programme community website.

The Pilot Programme covers a two-year period ending October 2013, after which a draft Framework is
expected to be published.

To support our ongoing activities as well as the above initiatives a Sustainability Committee
was set up within Dimo during the last two years. It comprises senior management drawn from

across our operations.

DIESEL & MOTOR ENGINEERING PLC
ANNUAL REPORT 2011/12
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CONTEXT / REPORT PARAMETERS...THE BIG PICTURE

Stakeholder Identification

Mapping

Basis for Engagement

DIESEL & MOTOR ENGINEERING PLC
ANNUAL REPORT 2011/12

Our universe of stakeholders was mapped in the context of our eight strategic imperatives, and
checked against the following three non-mutually exclusive characteristics:

e Stakeholders who have legal, financial or operational responsibilities towards Dimo
e Stakeholders who are likely to influence Dimo’s performance

e Stakeholders who are affected by Dimo’s operations.

Stakeholder Identification Mechanism for Engagement
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Stakeholders were then identified for engagement as follows:

e Those who exhibited all three of the above characteristics were considered to be the most
important, where engagement is a priority

e Those who exhibited any two of the above characteristics were regarded as the next important
group, and also identified for engagement

e Those who exhibited only one or none of the said characteristics were not to be considered for
engagement in general. However, the Sustainability Committee may decide to include any party in
the engagement process on a case by case basis.

Chairman’s Letter 10
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REPORT PARAMETERS...THE BIG PICTURE / CONTEXT

Stakeholder Engagement  The following table depicts the various methods by which we engage with our important
stakeholder groups.

Stakeholders Process of Engagement
I I
Shareholders e One-to-one interview (by an independent third party on behalf of the Company)

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

e Annual Report
e Quarterly reports provide a quarterly review of performance

e Company website

Customers e One-to-one interviews (by an independent third party)

e Customer Relationship Management (CRM) process enables keeping 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

e 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

e Dimo ‘Fleet Owners Club’- Customer Loyalty programme
e Mercedes-Benz Club
e 24-hour roadside assistance

e Dimo call centre

Employees e One-to-one interviews (by an independent third party)
e Focus group discussions (by an independent third party)
e Employee Council meetings
e Employee Portal 'Dimo net’ of the Company, accessible to every employee
e Annual strategic planning meeting
e Company's ‘Open Door’ policy encourages direct dialogue
e Annual Employee Surveys - voluntary and confidential
e HR Clinics - biannually
e [ndividual Performance Reviews - biannually
e Employee Rewards & Recognition

e Product knowledge sharing session with employees

Business Partners and e One-to-one interviews (by an independent third party)
Suppliers e Supplier Code of Conduct

e A high speed 24x7 on line link enables constant dialogue with principals. Issues discussed
include product quality, marketing, customer satisfaction and, ‘problem solving’

e On site visits from principals and on site visits to principals’ locations facilitate engagement

e Principals’Reports - Compiled by Dimo annually and submitted to respective principals

DIESEL & MOTOR ENGINEERING PLC
ANNUAL REPORT 2011/12
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CONTEXT / REPORT PARAMETERS...THE BIG PICTURE

Stakeholders agement

Regulatory and e One-to-one Interview (by an independent third party)

Government Agencies

Community e One-to-one interviews (by an independent third party)
e Focus group discussions (by an independent third party)
e Dialogue with Religious Dignitaries
e Written and oral communications initiated by stakeholders

e Company website

Management of The following diagram illustrates the methodology we employ to manage stakeholder issues.
Stakeholder Issues

Stakeholder Engagement <+—— Independent Survey

|

Identification of Issues

Issues that can arise as per the
aspects of the GRI Guidelines
&

UN Global Compact

Categorisation of Issues

J L [ J |

Value Customer Employee Human Rights & Business Partner Community Environment
Creation Labour Laws & Supplier

I | |

Prioritisation of Issues <« By the Sustainability Committee

J

Addressing of Material Issues ~ «—— By the Sustainability Committee

|

Setting Goals and Objectives <+—— By the Sustainability Committee

J

implementation & Monitoring

l

Reporting

DIESEL & MOTOR ENGINEERING PLC 8
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REPORT PARAMETERS...THE BIG PICTURE / CONTEXT

Materiality of  The issues identified were mapped according to their materiality as shown in the diagram

Stakeholder Issues

below. Materiality was assessed as being high, medium or low along two dimensions, namely,

(i) significance of economic, environmental and social impacts, and (ii) influence on stakeholder

assessments and decisions, and hence stakeholder priority.

-

Level of stakeholder priority
[

o N W

11.

15.
17.
19.

Current or potential impactonthe Group -~~~ oo >

Issues indicated in this area are of high significance and impact for both stakeholders
and the organisation. All indicators shown in this area are fully discussed in the report.

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.

Issues found in this area of the grid have only a minor impact and are thus not reported on.

Emissions, Effluents and Waste

Customer Health and Safety

Employee Training and Education

Equal Remuneration for Women and Men

Compliance

Corruption

Investment and Procurement Practices for Local suppliers
Customer Privacy

Local Communities

Mutually beneficial relationships with suppliers

Technical Education for Youth
Economic Performance
Occupational Health and Safety
Labour/Management Relations
Materials & Energy Usage

Diversity and Equal Opportunity
Anti-Competitive Behaviour
Ethical Marketing Communications

Carbon Footprint

DIESEL & MOTOR ENGINEERING PLC
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CHAIRMAN'S LETTER / CONTEXT
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The year 2012 will Riding on the favourable macroeconomic environment and duty regime of the previous year, the year
be one that will test under review too is an all-time best for both Dimo and the Group. Dimo’s gross turnover grew by 36%

to Rs. 39,899 mn and profit after tax by 27% to Rs. 2,697 mn. The Group results too mirrored these
our mettle. We have

) . exemplary results.
experienced difficult

times in our long In a nutshell, it was an excellent performance all round. The management report that follows provides

history. We look back a discussion on our performance, supported by sections on stewardship, financial performance and
on them with pride supplementary information.

and satisfaction,

. Let me now bring you up to speed on our strategic thinking for the future. The business cycle
having overcome

is getting shorter. While we conclude another year with outstanding results, we are entering an era

the hardships while

of challenge.

holding true to the

Dimo ethos. As | had mentioned in my previous letter, we were - and are - mindful of the two main factors that
contributed to our phenomenal growth in 2010/11; the decline in interest rates and the reduction
of duty on imported motor vehicles. A relatively stable exchange rate that prevailed during the first
three quarters also favoured this scenario.

We were well positioned to benefit from such an economic climate. However, there was also a
downside. The resulting surge in imports and increased consumption led to the overheating of the
economy in the second half of 2011. In response to the widening deficit in the balance of payments
the Central Bank of Sri Lanka intervened with corrective measures that included the depreciation of
the Rupee, a hike in policy rates and a curb on credit expansion by financial institutions. March 2012
saw an upward revision of the duty structure.

While these may well be early warning signals, they also serve to prepare us to face the future with
grit and determination.

The year 2012 will be one that will test our mettle. We have experienced difficult times in our long
history. We look back on them with pride and satisfaction, having overcome the hardships while
holding true to the Dimo ethos. The real challenge during such periods is to shield our customers
and employees from the adverse situations arising from the business cycle. Our customers’ businesses
and livelihoods are dependent on our unfailing service. The quality of life of the families that are
dependent on our employees cannot be compromised. As such, Dimo has to be consistent in its
delivery of value to them. They in turn will drive Dimo’s value creation. We work simultaneously to
keep our principals’brands alive. Thus, while grappling with the demands that are before us,

we will not yield to short-term measures that would compromise our ongoing commitment to

our stakeholders.

1 DIESEL & MOTOR ENGINEERING PLC
ANNUAL REPORT 2011/12



Strategy 01 A 360 Degree View of Highlights of the Year 02 Report Parameters...The Big Picture 05 Chairman’s Letter 10

CONTEXT / CHAIRMAN'S LETTER

DIESEL & MOTOR ENGINEERING PLC
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Last year we produced what is now acclaimed as Asia's first integrated annual report. That maiden
effort has been enhanced this year. Let me once again reiterate our eight strategic imperatives as they
form the basis for all our plans and actions; and naturally the structure of our report. Our six forms of
non-financial or intellectual capital - customers, employees, business partners, regulatory authorities,
community and concern for the environment - are in dynamic interaction to create financial value for
Dimo, our seventh form of capital. That's only one side of the coin in economic value creation.

The other side is the value that Dimo delivers to each of the six forms of intellectual capital.
Encompassing the seven forms of capital is our business domain or portfolio mix - and managing this
is our eighth strategic imperative.

| would like to say more on this eighth imperative.

It is prudent to consider diversity when selecting an investment portfolio in order to reduce the risk.
The individual components of the portfolio should bring about synergies. They should also build on
the strengths of the Group and forge new pathways for sustainable development and growth.

Where do we stand in relation to the above concepts and principles?

What is most obvious is Dimo’s heavy concentration in the motor vehicles segment. That too

with high dependence on a select few, albeit prestigious, principals. All five business segments of
Dimo, being import-dependent, are exposed to the vagaries of the exchange rate and the tariff
structure. Both can change overnight, as we have seen in the recent past - with positive and
negative implications.

These prompt us to further our thinking.

Our priority is to deliver value to our customers, who are becoming more sophisticated and
demanding. We need to provide services at the customers’ doorstep, so to speak. With the post-war
development that is taking place in the entire country, we must reach out and have an island wide
presence at strategic locations. Coming all the way to Colombo for service is not an option, especially
for commercial vehicles.

During the year under review we established Dimo Customer Contact Points in many parts of
the country. The Siyambalape workshop facility was expanded, and the state-of-the-art Bosch
Centre which accommodates all popular vehicle makes and modern diesel injection systems was
commissioned.

Starting from Matara, we are introducing a new experience in vehicle tyre sales and service under the
banner ‘Tyre Plus’. Work is in progress on the construction of the TATA and Mercedes-Benz Centres;
sales and service centres in Jaffna, Trincomalee and Kurunegala; and the Dimo Technical Institute in
Sooriyawewa. These are major long-term investments. We are targeting investments totalling Rs. 5 bn
over the three years ending 2013/14.
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Ups and downs are

a fact of life, as seen

by the points scattered
all over the graphs.

Yet, the ‘Line of Best Fit’
is moving upwards
over the years.

That heartens us all.
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Customer Relationship Management (CRM) also received considerable attention during the year.
Results of our annual customer satisfaction surveys provide the basis for continuous improvement
in all areas. A dedicated CRM Division is in operation that presently serves our vehicles segment.
Its scope will be expanded to cover other business segments in the near future. In September 2011
we launched a Call Centre to manage inquiries and complaints in a more systematic and structured
manner. Service standards and procedures are monitored, as we strive harder to raise the bar on
customer satisfaction through convenience, superior service and technical excellence.

We continue to invest in people through training and development; not only our employees, but also
those in the localities where we operate through voluntary programmes and the Dimo Automobile
Training Schools. We embarked on a large recruitment drive during the year that saw 567 persons
joining the Dimo Group to enhance our expanding business.

But that is not all. We must also proactively manage the risks inherent in our portfolio mix. We need
to hedge the dual risks of tariff revisions and the depreciation of the currency. One option is to create
greater value addition locally. We are currently negotiating with our principals to assemble passenger
vehicles in Sri Lanka. Another option is to look at backward integration into component manufacture
where we see fit.

Dimo is closely studying its business domain, or playing field, to manage its future in a sustainable
manner. Times change, and we with them. Business boundaries can expand or contract, or undergo a
paradigm shift.

Dimo has withstood the test of time. Good times and bad. The golden thread that kept the fabric
of our enterprise together through its seventy three-year history was, and is, our reputation. We
call it institutional integrity in accounting for our intellectual capital. This is our mainstay in an ever
changing business world.

| thank our customers for their valuable patronage and the fruitful relationships we have built. To earn
and retain their trust is of utmost importance to us.

14
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To the Dimo Team - our own distinctive ‘Tribe’- | congratulate you wholeheartedly for delivering yet
another year of splendid performance. | look forward to your continued commitment, dynamism and
effort as we move into challenging times.

As for our principals, we are honoured and touched by the confidence they have placed in us, some
going back half a century or more. We look forward to many more years of mutually beneficial
collaborations.

In keeping with the performance of the Company, the Board has recommended that we reward our
shareholders with a final dividend of Rs. 27.50 per share, which inclusive of the two previous interim
dividends, amounts to a total dividend payout of Rs. 40.00 per share for the year. We are encouraged
by the faith our shareholders have placed in our stewardship in driving the Company forward.

My colleagues on the Board continue to provide valuable guidance and counsel. We work as an
effective and dynamic team. While warmly thanking them | also look forward to their continued
support in what is sure to be a challenging, yet exciting year ahead.

D

A. Ranjith Pandithage
Chairman/Managing Director

Colombo
30th May 2012

15 DIESEL & MOTOR ENGINEERING PLC
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A

¥ Global Economic
Environment

L

The Automotive
Industry

The year 2011 was by far one of the most challenging
years for the global economy as it continued to witness
recession and stagnant economies in the developed
world, sovereign debt crises in Europe and political
turmoil in the Middle East and North African regions.
The growth rate in 2011 is estimated at 2.7% (2010 -
growth was 4.1%), the global economy is forecasted to
grow by 2.5% and 3.1% in 2012 and 2013 respectively.

Economies in developing Asia fared better, posting an
average 7.9% growth, though it is a decline over the
strong recovery of 9.5% in 2010.

The global auto industry is highly concentrated.

The top-10 global automakers account for roughly 80%
of the worldwide production and nearly 90% of total
vehicles sold in the U.S. The global economic crisis that
was triggered in 2008 led to a significant structural
change in the industry. As a result, the global auto
industry is now expected to be ruled by automakers and
suppliers based in the six major auto markets, namely,
China, India, Japan, Korea, Western Europe and the U.S.

Automakers continue to shift their production facilities
from high-cost regions such as North America and
Europe to lower-cost regions such as China, India and
South America. Asian countries, especially China and
India, are expected to account for 40% of growth in the
auto industry over the next five to seven years.

SITTI IS TSI SIS SIS TSI SIS TSI SIS S S SIITII IS IS SIS TSI SIS SIS SIS SIS S
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“One of the most powerful qualities in life and business is Truth.
In its purest form there is nothing more potent...beyond it lies
nothing...it cannot be bettered.”

RANJITH PANDITHAGE
Chairman/Managing Director
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The Sri Lankan Economy

Transportation Sector

THE OPERATING ENVIRONMENT...AND TRENDS / MANAGEMENT REPORT

The role of Governments is highly significant. Governments in all major countries have become
active auto industry players. Their energy and environmental policies will strongly influence the auto
industry in the coming years.

Rising fuel prices and global warming have turned attention to the auto industry to either rely
less on traditional fossil fuels or to use renewable sources of energy. Thus, 'green' alternatives such
as fuel-efficient electric vehicles (EVs) and hybrid vehicles will attract consumers in the affluent
countries while flex-fuels such as ethanol and natural gas will be in high demand in the emerging
auto markets due to their suitability with the local climate and resource base.

Some recent trends also show that automakers are concentrating on offering more optional fuel
efficient features even on the small and less gas-guzzler vehicles in order to attract buyers. The sale
of optional features is helping them offset lower profit margins for small cars relative to large trucks.

The economy grew 8.3% in 2011, the highest in Sri Lanka’s post-independence history, sustaining a
growth momentum of over 8% for the first time in two consecutive years. The 2011 performance was
largely driven by the consumption and investment boom following the restoration of peace. Inflation
remained subdued at a single digit level for the third consecutive year. Nevertheless, systemic
pressures during the second half of 2011 characterised by a widening deficit and a deteriorating
balance of payments position led to the Central Bank of Sri Lanka introducing some corrective
measures. These measures included a depreciation of the Rupee, a hike in policy rates and the
introduction of ceilings on credit expansion, which in turn may result in a somewhat lower rate of
GDP growth in 2012.

Fluctuation of Exchange Rate vs Inflation
(SLRs.)

2007 2008 2009 2010 2011

-O- US$(Rs) @ EURO(Rs) -S- Inflation

Government fiscal policies on vehicle imports have a direct and significant impact on the sale of new
passenger vehicles, commercial vehicles, special purpose vehicles, vehicle spares, accessories and
tyres of the Dimo Group. The vehicle segment accounts for over 75% of the Group’s business and
hence merits further discussion. Some key statistics of the sector are given below:

19 DIESEL & MOTOR ENGINEERING PLC
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Registration of
Motor Vehicles in Sri Lanka
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Class of Vehicle / / 2007 /2008 /2009 /2010 2011
vz iy, ///// ////// /////
Motor cars 27,578 22,603 20,237 5,762 23,072 57,886
Three-wheelers 64,466 43,068 44,804 37,364 85,648 138,426
Motor cycles 156,626 182,508 155,952 135,421 204,811 253,331
Buses 3,346 2,637 1,180 739 2,491 4,248
Dual purpose vehicles 7,245 5,193 2,856 1,280 11,712 33,518
Goods transport vehicles 20,436 18,408 14,038 8,225 11,845 14,818
Land vehicle 20,825 23,475 26,132 15,284 19,664 23,194
Total 300,522 297,892 265,199 204,075 359,243 525,421

Source: Department of Motor Traffic

Remarkable progress was seen in the transportation sector during 2011, particularly in road

development. The construction of highways, expressways, bridges, rehabilitation of existing roads

with special focus on roads in the Northern and Eastern Provinces, and construction of rural roads

under the ‘Maga Neguma' programme continued throughout the year.

The public passenger transportation sector [road and rail] recorded a moderate growth in 2011.

The Sri Lanka Transport Board continued with its programme of refurbishing buses and adding them

back to the fleet. The number of buses owned by private operators decreased marginally by 4.3%,
although the average operational bus fleet countrywide increased by 3.9% in 2011.

Registration of new vehicles increased substantially during 2011. The number of buses registered

increased by 71%, mainly due to replacements in existing fleets. The number of motor cars registered
increased by 151% due to import duties that were lowered in 2010, increased real income levels,

the continuation of a low interest rate regime and the granting of permits to public servants to

import motor vehicles at concessionary rates of tax.

Registration of Motor Vehicles
(Number of Vehicles)

12,000

0

2007 2008 2009

2010 2011

Buses @ Private Cars

Goods Transport Vehicles

® Land Vehicles
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THE OPERATING ENVIRONMENT...AND TRENDS / MANAGEMENT REPORT

Agriculture and Fishing  The performance of the Agriculture and Fishing sector impacts on the Dimo Group's sales and
service of earth moving equipment, agricultural machinery, industrial refrigeration equipment and
marine solutions.

Extreme weather conditions experienced in the first quarter of the year, which negatively affected
agricultural production, resulted in Agriculture and Fishing recording a low growth of 1.5% in 2011
compared to the 7.0% growth of the previous year. However, supported by a bountiful Yala harvest in
paddy and other food crops in the second half of the year and the expansion of fishing and livestock
throughout the year along with the recovery in coconut production helped the sector to maintain a
11.2% share of GDP, which is a marginal decline from the 11.9% share of the previous year.

Industry and Services  The performance of Industry and Services sectors have a direct impact on the sale of road
construction machinery, forklifts, material handling machinery, racking systems, power tools and
accessories, and lamps, lighting fittings and accessories of the Group.

The Industry sector, which accounts for about 29.3% of GDP grew by 10.3% in 2011, following a 8.4%
growth in 2010. Reflecting the continued favourable environment for industries that prevailed during
the year, all sub-sectors contributed positively towards this impressive performance. The higher
growth in factory industry sub-sector, together with the 14.2% expansion in construction were the
major contributors to growth in the Industry sector.

Growth in the Construction sector was largely driven by public sector infrastructure development
projects (particularly ports, electricity and transportation) as well as private sector involvement in
construction activities.

Services, which is by far the largest sector of the economy that accounts for about 59.5% of

GDP, grew by 8.3% during the year compared to a growth of 8% in 2010. Riding on the post-war
resurgence in tourism, the hotels and restaurants sub-sector recorded a commendable growth of
26.4% in 2011 following a growth of 39.8% in the previous year.

Economic and Social  This sector impacts on the sale of medical equipment, pumps, building technologies and power
Infrastructure  angineering solutions of the Dimo Group.

Power and Energy Electricity generation increased by 7.5% to 11,521 GWh in 2011 reflecting the expansion of
economic activities. In terms of capacity addition, the first phase (300 MW) of the Norochcholai
Coal Power Plant was added to the national grid on a permanent basis in July 2011, while
construction work on the second phase was in progress during the year. Construction of the Upper
Kotmale Hydro Power Plant was also in progress while the Uma Oya Hydro Power Project is in the
initial stages of construction.

The ongoing rural electrification projects will bring the country closer to achieving its target of 100%
electrification by end 2013, which includes off-grid renewable energy solutions.

DIESEL & MOTOR ENGINEERING PLC
ANNUAL REPORT 2011/12
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Water Supply

Health

Economic Outlook and
Implications
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The Sustainable Energy Authority seeks to increase the share of renewable energy from non-
conventional sources to 10% by 2015 and 20% by 2020. It is noteworthy that independent power
producers who have hitherto focused on mini hydro power are now venturing into other renewable
energy technologies such as wind and biomass. The energy labelling programme of the Sustainable
Energy Authority continued to gain momentum in respect of Compact Fluorescent Lamps (CFL).
Plans are afoot to extend energy labelling to other products as well.

The demand for pipe borne water continues to grow with urbanisation, changes in lifestyles and the
expansion of commercial and industrial activities. The total number of connections provided by the
National Water Supply and Drainage Board increased 7.1% during the year, bringing the total to

1.4 mn connections countrywide. In tandem, several water supply projects were in progress during
2011, while rain water harvesting is also implemented as an alternative approach where appropriate.

Healthcare in Sri Lanka continued to develop, with the private sector playing an increasingly
significant role. Further, the potential for promoting health tourism in Sri Lanka is significant,
considering the existing competitive advantages of the industry, such as the highly skilled and
trained workforce and the country's strategic location.

The Sri Lankan economy is projected to grow at a slower rate of 7.2% in 2012 compared to the over
8% growths of the two previous years. The increase in policy interest rates, limiting of domestic
credit expansion, and rising domestic fuel and electricity prices are likely to somewhat dampen
economic activity, and also have a direct impact on the sale of vehicles. As a direct measure to curb
the importation of vehicles, Government increased tariffs on most types of vehicles with effect from
31 March 2012. Small petrol cars of less than 1000 cc capacity were among those that were most
severely affected.

Other key challenges in 2012 would be in managing the numerous risks arising from global
developments, as clear signs of global recovery are yet to be seen while geopolitical tensions

in some oil-producing countries continue to remain unresolved. Meanwhile, adverse weather
conditions and higher demand from emerging economies would continue to keep energy and other
commodity prices in the international market elevated.

As for Dimo, our primary principals in terms of business volume are based in Germany and India, and
it is comforting to note that both countries have been relatively unaffected by the global economic
crisis and its aftermath.

Increased economic activity locally has contributed to a continued low rate of unemployment, and
further tightening of labour market conditions may pose challenges to economic and price stability
as well as social stability.

Sri Lanka’s tourism industry is poised to grow rapidly, and presents opportunities centred on tourism
infrastructure development and services.

Overall, following the many notable achievements during the past two years, the Sri Lankan economy
is likely to experience a year of consolidation in 2012.
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Selecting an investment portfolio is essentially
all about diversification. The strategic objective

is to select a mix of assets that collectively has a \
lower risk than any individual asset. .J"f 1

Different types of assets often change in value j(-
in opposite ways.

Therefore, from a risk management perspective l’
assets in an investment portfolio should not
be selected individually, each on its own merit.
Rather, we should consider how the return on »#

each asset changes in value relative to others in = -
the portfolio under different scenarios. =

By holding different assets whose returns are —_ I!
not perfectly positively correlated we seek to -

reduce the risk, or more precisely the expected
variance of the portfolio return.

That brings us to the concept of trade-off . In
general, assets with higher expected returns are h

riskier, and vice versa. Investing is a trade-off

between risk and expected return. ‘___'2‘

Having defined our level or appetite for risk, we

also look for synergies in selecting and refining

our portfolio. We seek businesses that build on
Group strengths. We balance the short-term i
with the long-term.

So, refining the Dimo portfolio entails a
continuous process of finding an optimum
portfolio strategy... and reinventing our business
domain to ensure a sustainable future.

Some thoughts on the subject are discussed in
the Chairman's Letter.

“Dimo is proud to ‘own’ a great heritage featuring great customers...
great staff...great shareholders...great principals. Importantly we
match the greatness of these assets with equally great culture and spirit...
ethics...products. This is Dimo’s unique strength.”

GAHANATH PANDITHAGE
Chief Executive Officer
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Value Based Management If a business is not profitable, it cannot continue to serve its stakeholders. It will be only a matter of
time, and all stakeholders would be equally disadvantaged. To us, running the business profitably is
the sine-qua-non of good management. Thus, financial value creation is deeply embedded into our
management ethos. In assessing our financial value creation, we have embraced ‘Economic Value
Added’ (EVA) as the ultimate measure of success. Pioneered by Stern Stewart, EVA is a measure that
indicates the creation or the destruction of wealth by a business. We have been using EVA as a tool
and reporting on it consistently over the past several years. EVA takes into account all the money
that is working for the business (total invested capital), and calculates the economic cost of it. If the
profit after tax is higher than this economic cost, it is said that the business has created that amount
of wealth. If the profit after tax is lower than the economic cost, it is said that the business has
destroyed that amount of wealth.

— The following table illustrates our computation of EVA in 2011/12, we have created Rs. 1,904 mn
(Rs. 1,762 mn in 2010/11) of wealth. /

Economic Value Added (EVA)

2011/12 2010/11

As at 31st March Rs. 000 Rs. '000

IIIIII I ///////// /////////
Total Capital Supplied

Equity 7,465,332 4,200,847
Long-term Interest Bearing Loans & Borrowings 1,000,163 408,757

8,465,495 4,609,604

Earnings

Profit After Tax 2,697,325 2,121,752
Add: Interest on Long-term Borrowings 59,738 60,658
Adjusted Earnings 2,757,063 2,182,410
Weighted Average Cost of Capital (%) 10.07 9.11
Economic Charge 852,475 419,935
Economic Value Added 1,904,588 1,762,475

As at 31st March 2010/11

Average Risk Free Rate (Avg. Treasury Bill Rate) (%) Central Bank 7.86 7.50
Beta Factor - Dimo CSE 1.17 0.85
Risk Premium (%) Assumed 2 2
All Share Price Index (ASPI) CSE 5,420.2 7,217.00
Average Weighted Prime Lending Rate (AWPR) (%) Central Bank 10.02 9.84
Rate of Income Tax (%) Applicable Rate 28 35
Cost of Equity (Based on CAPM) (%) Computed 10.20 9.20
Cost of Debt (After Tax) (%) Computed 7.21 6.40
DIESEL & MOTOR ENGINEERING PLC 24
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Statement of Value Added

FINANCIAL VALUE CREATION / MANAGEMENT REPORT

We also look at value added and the distribution thereof. Value added equals our revenue minus cost
of goods and services purchased. It indicates the value that has been created by Dimo through the
utilisation of its capacity, capital, manpower and other resources.

Group Company
A/ // // s/ //
For the Period of / 2011/12 / / 2010/11 / 201 1/12// 2010/11
% Rs.’000 % Rs. '000 % Rs. 000 % Rs. '000
///////////// %// /////////// /// /////////%// ////////// /// /////////
Gross Turnover 39,898,589 29,357,271 38,936,764 28,662,124
Other Income 60,521 48,742 43,968 51,245
Less: Cost of Materials and Services Bought in (29,386,650) (20,344,370) (28,789,832) (19,862,467)
Value Added 10,572,460 9,061,643 10,190,900 8,850,902
Value Shared with

Employees 13 1,372,494 11 1,037,261 12 1,211,045 11 945,365
Government 57 6,062,532 61 5,571,287 59 5,977,377 62 5,478,291
Lenders 04 253,890 03 207,674 03 267,900 02 207,184
Community Investment - Donations 00 51,055 00 30,570 00 50,526 00 30,305
Shareholders 03 355,057 06 530,846 03 355,057 06 530,846
Retained in the Business 23 2,477,432 19 1,684,005 23 2,328,994 19 1,658911
Depreciation set aside 01 135,164 01 93,099 01 129,965 01 85,852
Profit Retained 22 2,342,268 18 1,590,906 22 2,199,029 18 1,573,059
100 10,572,460 100 9,061,643 100 10,190,900 100 8,850,902

The above table illustrates the creation of our value added and the distribution thereof.

Our value added has grown from Rs. 9,062 mn in the previous year to Rs. 10,572 mn in the year

under review. A great part of the value added in 2011/12 has been retained in the business

enhancing the Group’s investment capacity very significantly. Likewise, the value distributed

among Government by way of customs duties and taxation and employees has also increased. /

Group Value Added

(%)
13% 1/1 %
23% / 19% Employees
N N
® Government
6% — Lenders
(3)::;0 - 2011/12 0% — 2010/11 ® Community Investment-donations
(0] -
- % ® Shareholders
4% 3%
Retained in Business
N\ AN
57% 61%
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Total Shareholder The following table illustrates the calculation of Total Shareholder Return (TSR). It includes capital
Return (TSR)  gains from increases in share price as well as dividend received. TSR in the year under review is
(36.54%). This is mainly attributable to reduction in market price of a share in the year concerned. /

Total Shareholder Return / 2012 2011 2010 2009
vz ///// ////// DI
Market Price per Share (Rs.) 982.20 1,484.70 42475 61.00
Dividend per Share (Rs.) 40.00 61.00 7.00 3.00
Total Shareholder Return (%) (36.54) 263.91 607.78 (27.88)

Total Shareholder Return
(%)

600

400

200

-200
2008 2009 2010 2011 2012

Rs. 1,000 invested in 2003 in Diesel & Motor Engineering PLC shares is worth Rs. 40,810 today as
shown in the chart below: /

Value of Rs. 1,000 Invested in 2003
(Rs.)
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FINANCIAL VALUE CREATION / MANAGEMENT REPORT

Working Capital The efficient management of working capital continues be a
Management  3nagement prerogative and receives close attention of the top
management. There is a continuous monitoring of working capital
based on certain internal KPI's in place.

Group current assets increased by 37.7% over the previous year
from Rs. 7.84 bn to Rs. 10.79 bn. However, group current liabilities
increased only by a marginal 12.9% from Rs. 6.17 bn to Rs. 6.97 bn.
As a result, the Group's current ratio improved to 1.5:1 from 1.27:1
last year. The quick asset ratio on the other hand deteriorated to
0.34 compared to 0.84 in the previous year. This is an indicator of
a business's ability to satisfy its current liabilities with its most
liquid assets and represents the current assets less inventories to
current liabilities.

Inventories as at the year end increased sharply to Rs. 8.4 bn
compared to the Rs. 2.64 bn in the previous year. Similarly, during
the year under review the Group's stocks residency period has
increased from 31 days to 62 days over the year. Nevertheless,
average debt collection period improved from 33 days to 25 days
enabling debtors’ total as at year end to be contained at

Rs. 2.0 bn compared to the Rs. 3.3 bn in the previous year.

During the year under review, the Group’s cash out flow on
operating activities amounted to Rs. 55 mn as against an inflow
of Rs. 2,364 mn in the previous year. Funds generated together
with borrowings were sufficient to finance working capital
requirements.

SSLLLLLS LSS LSS S S S S SSSSSSSLSSSSSSSSSSLSSSSSSSLSSSSSSSSSSSSSSS

“The challenge to Dimo comes not from without, but from within.
Our constant strivings to ‘raise the bar’ require us to overcome
internal factors such as self doubt and overly cautious thinking.”

AJITH ALGAMA
Director
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Financial Review

Overview

Financial Environment

Dimo delivered another solid financial performance for the year under review. The results demonstrate
the underlying potential of Dimo to create financial value. The year’s performance was a further
improvement to the excellent results recorded in the previous year. Improved revenues supported by a
lower rate of income tax drove up the Group Profit after Tax by 27%. As in the previous years, the Auto-
related businesses dominated the revenue streams and profits.

The GDP growth of 8.3% recorded for the year 2011 was a key factor that provided the impetus for the
year's achievement. A decline in the conducive business environment that prevailed during the first
half of the year occurred during the third quarter with interest rates moving upwards and the trend
continuing into the last quarter to be joined by a markedly depreciating Rupee. The Sri Lankan Rupee
depreciated 17.40% during the year and is one of the highest rates of depreciation during the recent
times. 12.78% of the depreciation came in the fourth quarter. The AWPLR which stood at 9.22% at

the beginning of the year was 12.80% at the end of the year. This caused the lease rentals to increase
which had an impact on the automobile sales towards the end of the 4th Quarter. Overall, what was
considered to be an excellent business environment at the commencement of the year changed
towards the end of the year.

Table below provides the quarterly turnover and profit after tax of the Group together with relevant key
indicators of financial and economic environment.

Quarterly Performance & Economic Indicators

Segment Performance

2011/12 (Rs. ’000) 2010/11 (Rs. '000)

ar /z;wl% V7 3d /77 ath 1t /Zn’d// aryias
/Quarter Quartel/Quarter Quarter /Total/Quarter/Quarter/Quarter/Quarter /Tota\
////// VI, ////// VI //// 7z

VLSS IS SIS
Vehicles Revenue 5,404,789 8,394,255 8,399,064 9,323,772 31,521,880 2,120,665 3,729,272 9,543,479 6,705,695 22,099,111
Results 752,766 1,115,131 977,196 942,748 3,787,841 216,670 523,258 1,486,348 992,754 3,219,030
Vehicle Parts & Service Revenue 723,157 658,366 791,116 682,344 2,854,983 659,831 650,758 729,590 781,563 2,821,742
Results 123,309 155,814 135,070 53,406 467,599 (7,572) 216,490 68,486 252,343 529,747
Lighting & Power Tools Revenue 165,974 194,569 174,241 152,652 687,436 112,519 143,705 373,178 268,731 898,133
Results 308 (5,034) (19,630) 31,952 7,596 277 32,454 44,123 31,931 108,785
Construction, Agricultural
& Material Handling
Machinery Revenue 793,329 1,276,887 989,891 905,625 3,965,732 408,551 769,749 1,108,122 707,520 2,993,942
Results 79,858 149,701 65,751 15,194 310,504 (25,470) 127,959 109,590 91,930 304,009
Electro - Mechanical and
Bio Medical Engineering Revenue 157,426 245,642 231,708 233,782 868,558 116,376 38,173 286,058 103,736 544,343
Results 63,186 41,491 41,451 (15,809) 130,319 23,649 61,896 847 (25,392) 61,000

Total Revenue 7,244,675 10,769,689 10,585,912 11,298,313 39,898,589 3417942 5331657 12040427 8567245 29,357,271

Total Results 1,019,427 1,457,103 1,199,838 1,027,491 4,703,859 207,554 962,057  1,709394 1343566 4,222,571

Economic Indicators

Exchange Rate

(Quarter beginning) uss 110.36 111.05 114.88 129.57 114.82 114.36 112.84 111.82

Euro 160.8 151.38 149.59 173.87 1558 140.03 154.86 149.55

AWPLR % 9.22 9.13 10.77 12.80 10.62 10.37 9.91 892

Inflation (CCPI 2006/07 = 100) 6.60 7.00 7.10 6.50 34 4.2 54 6.00
GDP Growth (%) - Calender Year 830 8.00

DIESEL & MOTOR ENGINEERING PLC
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Financial Performance
Turnover
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Composition of Gross Profit by Segment

(%)
6.7% 2-8% 706 1%
0 v 0 v
0.2% \ g 3% N — Vehicles

1 00% \, 1 3% N ® Vehicles Parts & Service

Lighting & Power Tools
2012 2011 ® Construction, Agricultural &
Material Handling Machinery
® Electro Mechanical & Bio Medical
Engineering
N\ AN
80.3% 76%

The Group Turnover grew 36% (2010/11 - 179 %) from Rs. 29.4 bn to Rs. 39.9 bn, which is a

10.54 bn (2010/11 - Rs. 18.83 bn) increase. The Group turnover represents a 99% (2010/11 -161.05%)
achievement of the budgeted turnover. Vehicles segment contributed 89.39% (2010/11 - 89.35%) to
the increase in turnover. Turnover of the Vehicles segment grew by 42.63% (2010/11 - 31.9%).

The 213.6% [2010/11 (27.03%)] increase in the Electromechanical and Biomedical Engineering
Segment augurs well for the strategy of growing the non-auto sector in order to reduce the
dependence on the auto sector. The assets to turnover ratio reduced from 2.65 previous year to 2.55
for the year under review.

Gross Turnover
(Rs. mn)

1st quarter 2nd quarter 3rd quarter 4th quarter

2010/11 ® 2011/12

Asset Turnover
(Times)

2008 2009 2010 2011 2012
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Profitability

Administration and
Distribution Expenses

DIESEL & MOTOR ENGINEERING PLC
ANNUAL REPORT 2011/12

The gross profit ratio reduced from 20.56% to 18.23%. Lower gross profit ratio in the vehicles
segment was a key reason for the reduction in the overall gross profit ratio.

Profit Before Tax
(Rs. mn)

1st quarter 2nd quarter 3rd quarter 4th quarter

2010/11 ® 2011712

Administration expenses and distribution expenses together increased by 34.18% (2010/11 - 46% )
over the previous year. Administrative expenses increased from Rs. 2,025.6 mn in the previous year
to Rs. 2,557.3, which is a 26% increase (54% in 2010/11). Increase in staff-related costs from

Rs. 962.3 mn to Rs. 1,059.8 mn was a contributor to the increase in administrative expenses. Increase
in the number of employees in order to supplement the increase in sales volumes was a key reason
for the increase in staff-related expenses. The competitive nature of the vehicles sales business
necessitated investments in promotional costs. This coupled with other distribution expenses driven
by higher sales volumes increased the Distribution costs by 76% (2010/11 - 15%). The ratio between
the administration and distribution expenses and turnover was 8.18% in the year under review
compared to 8.32% reported in the previous year.

Cost & Expenses
(%)
1% 0
2% | 20 8% 1"
N\ 1 \ 1 Cost of Sales
p p ® Distribution
Administrative
2012 2011 ® Financing Cost

AN
90% 89%

Non-payment for services for installation and upgrading of the flood lighting systems at

Pallekelle International Cricket Stadium and R. Premadasa International Cricket Stadium, coupled with
an aggressive provisioning policy drove provision for doubtful debts to Rs. 181.18 mn

(20710/11 - Rs. 1.4 mn).
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Other Income/Expenses

Net Finance Cost
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The demolition of existing buildings to give way to construction of the proposed Mercedes Benz
Centre at Sirimavo Bandaranaike Mawatha, Colombo 14, necessitated derecognition of the demolished
buildings, the written down value of which stood at Rs. 72.5 mn. The overall loss on disposal of
property, plant & equipment for the year was Rs. 67.84 mn (2010/11 - a gain of Rs. 2.63 mn).

The increase in short-term borrowings to support the increased volume of business and the gradual
increase in interest rates during the second half of the financial year caused finance expenses to
increase by 49% (Decreased by 17% - 2010/11) from Rs. 303 mn in the previous year to

Rs. 451 mn. The interest cover was 15.64 times (2010/11 - 17.35 times). Interest cost on long-term
borrowings remained at the same levels while interest cost on short-term borrowings increased from
Rs. 241 mn in the previous year to Rs. 390 mn in the year under review.

Interest Cover
(Times)

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

Interest Rates
(%)

2007 2008 2009 2010 2011

-O- Repurchase Rate (overnight) -@- Reverse Repurchase Rate (overnight) -§- Commercial Banks (AWPR)
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Taxation

Deferred Taxation

Earnings

Financial Position

Property, Plant & Equipment

DIESEL & MOTOR ENGINEERING PLC
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The rate of income tax applicable to the Company and its subsidiaries reduced from 35% to 28%
with effect from 1st April 2011. This led to a reduction in the income tax expense from

Rs. 1,274.2 mn in the previous year to Rs. 1,018.7 mn in the year under review, despite an increase
in the Profit Before Tax from Rs. 3,396 mn to 3,716 mn. The effective tax rate was 28.57% (2010/11 -
35.57%). Taxable income on export profits was Rs. 80 mn on which a lower income tax rate of 12%
was applicable. The reconciliation between accounting profits and taxable income is available in
Note 12.1 on page 185. The Social Responsibility Levy that was applicable during the financial year
2010/11 was abolished with effect from 1st April 2011.

The tax expenses include a reversal of Rs. 29.8 mn (a charge of Rs. 30 mn in 2010/11) in respect of
deferred tax. A summary of the deferred tax computation is available in Note 12 to the Financial
Statements on page 185.

Earnings before interest & tax (EBIT) increased from Rs. 3,604 mn to Rs. 3,970 mn. Net profit after tax
for the year also increased to Rs. 2,697.33 mn from Rs. 2,121.75 mn in the previous year. Return on
average capital employed decreased to 46% compared to 66% in the previous year.

Earnings
(Rs. mn)

900 I I I
| . |

2008 2009 2010 2011 2012

EBITDA*** @ EBIT*** @ Profit Before Tax

*** Earnings Before interest, Tax, Depreciation and Amortisation

Basic Earnings per share (EPS) for the period under review was Rs. 303.87 compared to Rs. 239.03
achieved last year. The number of shares issued increased by 174,048 shares during the year
consequent to the scrip dividend in May 2011. The computation of Basic EPS is available in Note 13
to the Financial Statements appearing on page 186.

The additions to property plant & equipment (PP&E) during the year was Rs. 790.62 mn

(2010/11 - Rs. 1,044.63). Capital Work-in-Progress as at 31st March 2012 was Rs. 156.74 mn

(2011/12 - Nil). The Company acquired 186 perches of land for Rs. 301.6 mn in close proximity to the
proposed Mercedes Centre to develop a showroom and a workshop dedicated to Tata Vehicles.

In addition, two lands were purchased to construct a showroom and a workshop at Kurunegala and
Jaffna. The construction work is scheduled to commence during the current financial year. The Bosch
Centre at the Head Office premises and the new showroom and workshop at Anuradhapura were
completed during the financial year. Capital Work-in-Progress includes expenditure incurred on the
Mercedes Centre and the Technical Institute being constructed in Suriyaweva. The amount capitalised
on account of Buildings and Premises during the year was Rs. 136.7 mn (Rs. 74.8 mn - 2010/11).
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Working Capital

Borrowings

FINANCIAL VALUE CREATION / MANAGEMENT REPORT

Growth in Property, Plant & Equipment
(Rs. mn) (Growth %)

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

® Property, Plant & Equipment (Rs. mn) -O- Growth (%)

The increased volumes in vehicle sales resulted in a significant increase in inventory, which stood at
Rs. 8,401.34 mn (2010/11 - Rs. 2,640.5 mn) as at 31st March 2012, which could be attributed to the
increase in the stock of vehicles and tractors. Group trade and other receivables which amounted
to Rs. 3,328.43 mn as at the end of the previous year reduced to Rs. 2,078.27 mn as at the end of the
year under review, as a result of controls exercised in recovery of debts. The current ratio as at

31st March 2012 was 1:1.55 (2010/11 - 1:1.27). Quick assets ratio as at the year- end was 1:0.34
(2010/11 - 1:0.84).

Inventories & Trade Debtors vs Turnover, Interest
(Rs. mn) Interest (Rs. mn)

10,000

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

Turnover ~ ® Inventories & Trade Debtors -O- Interest

Increase in working capital requirements caused short-term borrowings to increase from

Rs. 2,658.62 mn as at the end of the previous year to Rs. 4.045.67 mn as at the end of the year under
review. The long-term borrowings too increased from Rs. 408.76 mn to Rs. 1,000 mn during the
same period. The increase in Group’s interest-bearing borrowings as at the year was Rs. 1,977.36 mn
(2010/11 - Rs. 1,101.9 mn). Details of long-term borrowings are available in Note 28 appearing on
page 196. Interest rates on overdrafts are reviewed periodically and rates charged on short term/
import loans are determined based on money market rates.
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Borrowings
(Rs. mn)

2008 2009 2010 2011 2012

Short-Term ® Long-Term

Solvency Section 56 of the Companies Act No. 07 of 2007, requires that a solvency test be performed prior to
the payment of dividends. In order to satisfy this requirement, the Company carried out solvency
tests prior to payment of the two interim dividends. As per requirements of above Act, the Company
Auditors certified prior to payment of interim dividends that the Company has the ability to pay its
debts as they become due in the normal course of business and that the value of the Company’s
assets is greater than the value of its liabilities and the Company’s stated capital.

Following is computation of solvency criteria for the Company as at the year-end:

As at 31st March 2011/12 72010/11
//////////// / Rs. 000 / Rs. '000
i,

Non-Current Assets 4,671,534 3,073,840
Current Assets 10,068,585 7476,574
Total Assets 14,740,119 10,550,414
Non-Current Liabilities 1,019,065 555,674
Current Liabilities 6,646,945 6,041,877
Total Liabilities 7,666,010 6,597,551
Assets Less Liabilities 7,074,109 3,952,863
Stated Capital 425,297 182,500
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Balance Sheet Structure
(%)

Assets Liabilities and Equity
100
I I Assets
Investments & Other Current Assets
80 ® Trade Debtors
Inventories
60 ® Property, Plant & Equipment
Liabilities and Equity
20 Other Current Liabilities
® Trade Creditors
Short-Term Borrowings
20 ® Long-Term Borrowings
® Shareholders’ Funds
0 2010/11 2011/12 2010/11 2011/12

Cash Flow The operating profit before working capital changes increased from Rs. 3,760.2 mn in the previous
year to Rs. 4,602.24 mn in the year under review. However, the increase in working capital resulted
in a cash outflow from operating activities amounting to Rs. 55.66 mn. Cash outflow on account of
capital expenditure amounted Rs. 947.36 mn (Rs. 1,082.17 mn - 2010/11). The net decrease in cash
and cash equivalents during the year was Rs. 2,941 mn (Net increase of Rs. 478.48 mn - 2010/11).

The Group possesses the necessary banking facilities to support its operations. Cash generation
from operations and available banking are adequate to finance working capital, capital expenditure,
dividends and statutory payments.

Debtto The Group's debt to equity, which is calculated as a proportion of the long-term interest bearing
Equity Ratio  porrowings to equity increased to 13.40% (2010/11 - 9.76%). The Group secured term loans
amounting to Rs. 750 mn during the year (2010/11 - Nil), which was the main reason for the increase
in the Debt to Equity Ratio.
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Equity

Retirement Benefits

Stakeholder Financial
Implications

Shareholders - Dividends
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Capital Structure
(Rs.mn)

2008 2009 2010 2011 2012

Borrowings ® Shareholders

The scrip dividend in May 2011 increased the stated capital by Rs. 242.80 mn during the year.
Capital Reserves increased during the year by Rs. 879.14 mn consequent to the revaluation of

land in September 2011. An amount of Rs. 1,648 mn was transferred from retained earnings to
general reserve during the year. The details of the movement in shareholders’ funds are given in the
Statement of Changes in Equity on page 164.

The actuarial valuation of the gratuity liability carried out as at the year-end places the Group's
liability at Rs. 224.43 mn compared to that of the previous year of Rs. 182.32 mn. This liability has
been recorded in the Financial Statements accordingly. Details of the assumptions made in carrying
out the actuarial valuation are set out in Note 26 to the Financial Statements appearing on page 194.
The charge to the Income Statement for the year on account of the gratuity liability is

Rs. 56.1 mn, which was Rs. 57.67 mn for the year 2010/11.

The Company paid two interim dividends during the financial year in addition to the final dividend
of Rs. 51.00 paid for the previous financial year consisting of a cash dividend of Rs. 23.10 and a scrip
dividend of Rs. 27.90 per share. The two interim dividends paid for the current year amounted to
Rs. 5.00 per share and Rs. 7.50 per share paid in December 2011 and March 2012 respectively.

The total outflow on account of dividend payments for the year amounted to Rs. 312 mn while the
scrip dividend resulted capitalisation of profits amounting to Rs. 242.8 mn.
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Return on Equity

Suppliers

Employees
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Dividend Cover
(Times)

8.0

6.4

4.8

3.2

1.6

2003 2004 2005 2006 2007 2008 2009 2010 201 2012

Return on Equity (ROE) was 36.13% compared to a ROE of 50.51% for the preceding year.

Return on Equity
(%)

60

48

36

24

12 . 777777777
| .

2008 2009 2010 2011 2012

Payments to local suppliers amounted to Rs. 4.51 bn (2010/11 - Rs. 3.9 bn).

Rs. 1,372 mn (2010/11 - Rs. 1,037 mn) out of value added through operations was shared with the
employees. This amounts to an increase of 32.3% (2009/10 - 45.5%) and 12% of the total value added.
Employee-related costs to the Company for the year was Rs. 1,059.81 mn (Rs. 962.26 mn - 2010/11).

DIESEL & MOTOR ENGINEERING PLC
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Society  Expenditure incurred during the year for the direct
benefit of the society was Rs. 51 mn
(2010/11 - Rs. 30.5 mn).

Financial Operations The Group operates a central treasury function.
Treasury Management It controls decisions in respect of cash management,
utilisation of borrowing facilities, banking relationships
and foreign currency exposure management.
Further, it enables effective cross utilisation of funds
between Business Units.

Financial Market Risk  The Company is exposed to changes in financial
market conditions such as fluctuations in interest
rates and foreign currency exchange rates. Increases
in interest rates could have a significant impact on the
net finance cost. Forward exchange rate contracts may
be entered into, on a selective basis.

Accounting and  The Group strives to make meaningful disclosures
Financial Reporting  of material information in the Annual Report has
consistently focused on improving the presentation
of information, within the framework of Sri Lanka
Accounting Standards.

It remains committed to the adoption of best practices
in its communications with shareholders

and other users of Financial Statements (Analysts,
Banks and Government etc.), within the bounds

of commercial confidentiality, to enable them to make
informed judgments on the performance of the Group.

LSS LSS LSS LS LSS LSS LSS LS LSS LSS LS LSS LSS LS LSS LSS S S S S S S SSSSSSSSSSSSS

"When you get right down to it, a good employer must meet
and exceed the basic requirements of its employees...food,
clothing and shelter...a means of realising self worth and life
advancement...and a defined role for each individual...Dimo is a
‘complete’ employer.”

SARATH ALGAMA
Executive Director
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Financial Priorities

Financial Outlook 2012/13
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The financial priorities remain unchanged from the previous financial year. As in the previous year,
the forecasts into the immediate future, demands focus on sustaining growth and managing the
funds generated. These necessities have given rise to the following priorities:

1. Rational utilisation and investment of funds generated.
2. Prudent management of costs ensuring that inefficiencies do not get hidden in the success.

3. Management of working capital in view of the demands placed by strong growth in turnover.

The above measures are integrated with the identified long-term financial priorities that are strongly
pursued in Corporate Strategy. The following are the Group's financial priorities that drive the Group's
financial strategy:

e Financial investment in capacity building in order to drive growth.
e Striking a balance between growth and immediate profitability in allocating financial resources.

e Optimising profitability through efficient utilisation of resources particularly through prudent
working capital management.

e Maintaining a healthy Balance Sheet.

The Group achieved its budgeted profit before tax for the year under review. The second half of the
year witnessed some macro economic developments that adversely affected the vehicles segment.
Among the adverse factors are increases in interest rates, depreciation of the Rupee and duty
increases in passenger vehicles. Further continuation of these negative factors is likely to hinder
growth. However, investments made in building capacity and competencies could partially off-set
these adverse effects. In this background, the budgets prepared for the financial year 2012/13, does
not envisage a substantial growth in profits, although a stable performance is expected.

DIESEL & MOTOR ENGINEERING PLC
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Management Approach  Our approach is centred around earning the customers’ trust and ensuring that we consistently meet
customer expectations and requirements. We have set the bar very high as evidenced in our tag
line ‘Dimo Technology - Expect Perfection’ To enable this, we have instituted a comprehensive and
continuous process of engagement with the customer.

Our customers are spread across five business segments and range from individuals and businesses to
Government. We employ a range of marketing strategies targeting these segments which comprise -

e Vehicles

e Vehicle Parts and Service

Lighting & Power Tools
e Construction, Agricultural and Material Handling Machinery

e Electromechanical and Biomedical Engineering

Word of mouth is a key component of our marketing communications strategy. We are strong believers
that a satisfied customer, whose trust we have earned, not only returns and remains with us but

also brings in more customers, as well as becoming a facilitator for cross-selling across our business
segments. The word of mouth process is catalysed by a customer relationship management programme
which includes service and educational campaigns and a host of social events. Advertising is done only
for selected products, promotions and events at specific times, and always sparingly. We believe that no
amount of advertising can bring us better results than consistent after-sales service, honest interaction
with customers and meaningful product augmentation.

Our policy of partnering with the world’s best has enabled us to bring a portfolio of the best brands in
their respective categories to the Sri Lankan customer.

The Group’s Quality Management System is accredited with ISO 9001:2008 Certification.

Customer Profile  We have over 35,000 direct customers - individuals, businesses and Government plus an island wide
dealer network. This dealer network in turn serves several thousands of consumers of our products.
To serve and interact with our direct customers including our dealer network, we have a team of 362
sales (345in 2010/11) and 481 service (442 in 2010/11) people working with us.

— The following table illustrates the distribution of our active customer base considering last financial

year, and their satisfaction levels measured by a Customer Satisfaction Index (CSI). /

2011/12 2010/11 2011/12 2010/11 2011/12 2010/11 2011/12 2010/11 2011/12 2010/11

Market Segment BZC B2B Total '/ Weighted Average
/ /// // /// / Customer Satisfaction

Index (CSI) (%) /,
///////// ///0///

/////// I I I oo i i
Vehicles 3,077 2,525 18,433 15,119 146 159 21,656 17,803 88 82
Vehicle Parts & Service 2,841 2,631 1,912 1,028 228 232 4,981 3,891 20 88
Lighting & Power Tools 954 881 730 93 71 68 1,755 1,042 86 85
Construction, Agricultural &
Material Handling Machinery 1,001 941 771 1,099 148 132 1920 2,172 88 87
Electromechanical &
Biomedical Engineering 282 264 19 8 105 103 406 375 94 86
DIESEL & MOTOR ENGINEERING PLC 40
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Customer Portals

Customer satisfaction does not stand still. It can go up or come down. Thus, our success depends on
keeping a finger on the pulse of customer satisfaction and adapting and innovating in a timely and
effective manner. We have many established methods of engaging with our customers.

Over the years we have invested heavily to take the Dimo Group with its multiple product and
service offerings as close as possible to customers. These investments have enabled us to reach our
diversified customers more effectively as well as to broaden and strengthen our customer base. In
the process we keep opening up untapped markets. Our strategic alliances with top leasing and
finance companies offering our customers special rates of interest and tailor-made schemes to go
with specific products are another boon to customers.

The Mega Riyapola promotional campaigns were carried out covering all the provinces to
support our market penetration and customer awareness drive for TATA commercial vehicles.
Further, to support small scale entrepreneurs a special discount scheme was made available

for Samurdhi recipients. /

In order to give solutions to pavement hawkers who lost their traditional business locations,
tailor-made (suitable for salons, groceries and bakery items) Dimo Batta concept was introduced.

It was welcome by the society and most of low income families have received many benefits

from the concept. This concept was utilised in ‘Divineguma Project’. We introduced the concept of
‘customer contact points’as a new way of reaching potential customers, the first such contact point
was established in Piliyandala in December 2011 followed by points in Mannar, Nikeweratiya, Matale,
Ambalanthota, Horana, Hatton and Padaviya towns.

DIESEL & MOTOR ENGINEERING PLC
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A Dimo Lighting Studio was opened during the year to educate customers on the fundamentals of lighting and demonstrate lighting
effects and technologies. Following a positive market response, the concept was further developed into a Dimo Lighting Centre

to provide comprehensive lighting solutions under one roof. Features of the Centre include a display of lighting products and
information on design, supply, installation, trouble shooting and research & development. The Centre also disseminates information

through workshops and seminars. /

)
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The following table lists our customer interaction points: /

Branches Sales After Sales ” D|sp\ay Points Spare Parts ////, Customer
SerVIces Sales / Contact Poin
///////// // // /////// // ////////////t//t/////t
1. Head Office X X X X X
No. 65, Jetawana Road, Colombo 14

2. TATA Colombo Branch X X X
No. 61, Jetawana Road, Colombo 14

3. TATA Passenger Car Showroom and Workshop X X X X X
No. 467, Sirimavo Bandaranaike Mawatha, Colombo 14

4. Mercedes-Benz & Chrysler Showroom X X X
No. 378-385, R.A. De Mel Mawatha, Colombo 3

5. TATA Passenger Car Showroom X X X
No. 385 A, R.A. De Mel Mawatha, Colombo 3

6. Dimo Mart X X X X
No. 50, 51, Jetawana Road, Colombo 14

7. TATA Spare Parts Showroom X X
No. 74,74/1, Jetawana Road, Colombo 14

8. Agri Machinery & Construction Spare Parts Sale Centre X X X
No. 661, Sirimavo Bandaranaike Mawatha, Colombo 14

9. Medical Engineering & Power Engineering Solutions X X X X
No. 60/7, Horton Place, Colombo 07

10. Total Marine Solutions X X X
No. 15/2, Tickelle Road, Borella, Colombo 08

11. Tyres & Power Tools Corporate Centre and X X X X X
Bosch Power Tools Service Centre
No. 180, Deans road, Colombo 10

12. Bosch Service Centre X X X
56, K, Cyril C. Perera Mawatha, Colombo 13

13.  Siyambalape Complex X X X
No. 135, Mahena Road, Siyambalape, Biyagama

14.  Dimo Logistics Centre X X
Kirindaiwela Road, Weliweriya.

15.  Piliyandala - Customer Contact Point X X
No. 329/3, Colombo road, Piliyandala

16. Horana - Customer Contact Point X X
No. 275, Rathnapura Road, Horana

17.  Matale - Customer Contact Point X X
No. 185B, Kandy Road, Kohombiliwela, Matale.

18.  Welimada - TATA Display Point X X X X
No. 73, National Building,Badulla Road, Welimada

19.  Hatton - Customer Contact Point X X
No. 162/81, Dimbulla Road, Hatton

20. Kandy Branch Work Shop X X X
No. 671/A, Balagolla Kengalla, Kandy

21. Kandy Branch X X X X
No. 276 A, Katugasthota Road, Kandy
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22.

Branches

Kurunegala Branch
No. 27 A, Colombo Road, Malpitiya, Boyagane, Kurunegala

TATA Vehicle Display Point
No. 56, Bandarawatte, Hidellana, Ratnapura

TATA Vehicle Display Point
No. 32, Aluthgama, Bogamuwa, Yakkala

Matara Branch
No. 401, Kumaratunga Munidasa Mawatha, Pamburana, Matara

TATA Vehicle Display Point
No. 2H, New Road, Ambalangoda

TATA Vehicle Display Point
No. 345, Pallegama, Ratnapura Road, Embilipitiya

Padaviya - Customer Contact Point
Opposite the school Padavi-Parakramapura

Anuradhapura Branch
No. 562/100, Jayanthi Mawatha, Anuradhapura

TATA Workshop
No. 562/126, D.S. Senanayake Mawatha, Anuradhapura

TATA Vehicle Display Point
No. 61, Town 1, Main Street, Akkaraipattu

Vehicle Display Point
No. 786, Madawelana, Debarawewa, Tissamaharama

TATA Vehicle Display Point
No. 542/1, Colombo Road, Thilladiya, Puttalam

Mannar - Customer Contact Point
Thalvupadu Road, Eluthur, Mannar

Nikaweratiya - Customer Contact Point
No. 222, Opposite Police Station, Nikaweratiya

Ambalantota - Customer Contact Point
Tissapura, Walawa, Ambalantota

TATA Vehicle Display Point
No. 43, Jaffna Road, Vavuniya

TATA Vehicle Display Point
No. 800, Dambulugama, Dambulla

Ampara Branch
No. C 62, D.S. Senanayaka Street, Ampara

Jaffna Branch
No. 214, Stanley Road, Jaffna

s
: :
: :
: :
: :
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The Total Dimo Experience  Many of our customers are served by more than one business segment. It shows the effectiveness

of our‘One Dimo’ concept that exposes them to the total Dimo product and service offering.
The following table illustrates the number of customers who are served by more than one
business segment. /

Market Segment Vehlcles Veh|de Parts & Service L|ghting & Power Tools Construcuon Machinery
///// //////// SSS S S ///////// /SIS S ///////// SSSSSS

2011/12 2010/1 2011/12 2010/11 2011/12 2010/11 2011/12 2010/11

//////// ////////////////////////////////////// ////////// ////////////////// TI

Electromechanical &

Biomedical Engineering 22 11 60 44 31 23 32 4
Construction Machinery 136 183 175 145 81 61 - -
Lighting & Power Tools 65 61 157 146 - - - -
Vehicle Parts & Service 661 467 - - - - - -

Developing Our Sales Team Continuous training and development are part of our human resource development strategy.
The following table gives details on the training provided to our sales team during the year,
which averages to 11.17 (2010/11 - 10.2) man hours per sales staff member. /

Type of Training No. of Programmes No of Pamopants Sales Training Man Hours '/, Average Training
/ / ///////////// / /////// I 7///////// /////// Man Hours Per Sales Staff
2011/12 2010/11 2011/12 2010/11 2011/12 2010/11 2011/12 2010/11
T 7 e

In-house 54 35 424 393 1,773 2414 4.9 7
External, local 36 143 145 85 1,151 712 32 2.1
External, foreign 19 30 19 11 1,120 392 3.1 1.1
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A New Experience in
Vehicle Care

The Bosch Diesel and The state-of-the-art Bosch Diesel Centre, located at No. 56, K. Cyril C. Perera Mw, Colombo 14,
was inaugurated in January 2012. It is a Rs. 145 mn investment that will take Dimo into top gear with
unmatched customer care in our vehicles segment. /

Car Service Centre

The Bosch Diesel Centre is equipped with the most advanced testing technology and equipment
manufactured by Bosch. As one of the largest manufacturers of diesel fuel injection systems in the world,
the Bosch test equipment commissioned at the Centre can test, calibrate, diagnose faults and repair most
makes of the new generation electronically controlled diesel fuel injection systems, including common rail.

The Bosch Car Service is an ultra-modern workshop facility that can accommodate up to 20 vehicles
of all popular makes. Services include fault diagnosis, troubleshooting, repairs and exhaust
emission testing, particularly for the new generation of motor vehicles that employ advanced
electromechanical technologies.
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The Upcoming
Mercedes-Benz Centre

Our Landmark Projects

The ground breaking ceremony for the new Mercedes-Benz Centre was held in October 2011
under the patronage of the President and CEO of Daimler South East Asia Pte Ltd., Mr. Wolfgang
Huppenbauer and Chairman of Dimo, Mr. Ranjith Pandithage. /

This facility, located at Sirimavo Bandaranaike Mawatha, Colombo 14, will further enhance the quality
of services to customers, and as set by our principals, it will be no different to other centres found in
Germany. In addition to a fully-equipped service and repair centre, other facilities and features will
include a Mercedes-Benz museum and café, a 300-seat auditorium and recreational terraces.

Our new Mercedes-Benz website www.mercedes-benz.com.lk displays upcoming models that are
available for our customers, as well as Dimo’s new services and highlights of events.

W

Some of the landmark projects undertaken during the year that demonstrate Dimo’s technical
knowledge and product range are highlighted in the paragraphs that follow, while more information
can be found at our dedicated projects website www.dimolanka.com/projects

e Colombo City Electricity Distribution Development Project

The Ceylon Electricity Board introduced a Supervisory Control and Data Acquisition/Distribution
Management System (SCADA/DMS) technology to the Colombo City electricity distribution in order
to control and supervise their network of substations more reliably and effectively. Dimo, partnering
with Siemens, is proud to have undertaken the implementation of the SCADA/DMS solution which
includes implementation of SCADA/DMS system at the Distribution Control Centre; installation,
testing and commissioning of 9 master Remote Telemetry Units (RTU) at Colombo City Primary
Stations and more than a hundred RTUs and mini RTUs at substations; and the modification of
existing 11 kV panels.
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e 10 MW Wind Power Plant, Mampuri, Puttalam

The first private sector-owned wind power plant in Sri Lanka was installed by Senok Wind Power
(Pvt) Ltd., and Dimo is proud to be a part of this benchmark renewable energy project. Dimo
Power Solutions Division undertook the task of installation of the balance of plant, which included
the earthing networks of eight wind masts (1,250 kW each) and the installation, testing and
commissioning of eight step up substations (0.6 kV/33 kV, 1,500 kVA) at each wind mast.

— e Forging ahead in the medical equipment market.
The Magnetom Skyra 3.0 Tesla MRl Scanner from Siemens Healthcare provides a new level of
seamless image quality with unprecedented acquisition speed and ease of use. It has several
features that are a first for Sri Lanka that ensure excellent image quality and quick patient

positioning, leading to shorter scan times. /

e Transmission System Strengthening Grid Substations Project

The Ceylon Electricity Board has undertaken to strengthen their transmission network in order to
improve the access of clean energy to their network. Under this project, three new grid substations
will be constructed at Naula (132/33 kV, 31.5 kVA), Maho (132/33 kV, 31.5 kVA) and Pallekelle
(132/33 kV, 2 x 31.5 kVA), and augmentation of existing grid substations at Habarana, Panadura,
Matara, Puttalam and Galle to be done in a period of two years. Siemens with Dimo secured these
large scale projects, and work has already commenced. The scope of work for Dimo includes the
civil sub-contract for the augmentation of five grid substations, and important roles in project
implementation such as installation, testing and commissioning and defect liability services.

e Mattala International Airport Project

Dimo provided pumps for the Fire Hydrant & Sprinkler System at the Mattala International

Airport that is under construction. It will have the country’s largest fire detection system that
consists of 21 fire detection panels networked through fibre optics. The Gomaco concrete paving
machine that we introduced is another first for Sri Lanka. It is being used in building the access roads
for the Mattala Airport.
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After-Sales Care

-
-
- -
= -
- -
-
-
-
- -
:-

e Other Projects

Dimo provided building management solutions to Sri Lanka Customs Head Quarters Building,
Sri Lanka Ports Authority administration complex at Hambantota, Emperor Residencies, National
Archives Department Headquarters, International Convention Centre at Hambantota and Chaaya
Tranz Hotel at Hikkaduwa. /

Our after-sales facilities have consistently been cutting edge and innovative; and span across all our
business segments. For instance in our vehicles, vehicle parts and services, and construction and
agricultural machinery segments our efforts in reaching out are not just confined to customers but
also include mechanics and technicians who provide services. Whilst offering professional services
such as advice and training on fleet management to fleet owners, and delivering spare parts to our
customers’ doorsteps, we also provide safety equipment and technical training to repair garage
owners and their employees.

In our electromechanical and biomedical engineering segment, we continue to invest on training
our after-sales team and keeping them abreast of our principals’ state-of-the-art technology.

With 95% uptime guarantees, 24-hour hot-line (0114607111) is the first ever service hotline that

was introduced for medical equipment in Sri Lanka, spares-to-site within 48 hours, remote diagnosis
systems, and regional support centres in Germany, USA, Japan, China, Singapore, Dubai and India are
some of the features that distinguish and differentiate Dimo in this business segment. Our technical
team consists of factory trained engineers for each product, and they are trained continuously in line
with new developments.

The technical team in our Lighting Solutions Division is capable of conducting energy audits and
providing expertise on energy saving in addition to designing highly sophisticated lighting systems
for specialised applications.
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— TATA Mahagedara is our flagship service centre and workshop that also provides accommodation
facilities for provincial customers. A price menu helps customers to take speedy decisions and
also improves transparency and clarity in pricing. The underlying philosophy of this concept is
threefold, namely, due respect and due care to customers (Garu Selakili Mahagedara), a 24-hour
online roadside assistance to customers (Honda Welawata Mahagedara), and of course customer
safety and satisfaction through quality service (Arakshawata Mahagedara). This is another
industry- leading example from Dimo. /

The TATA Mahagedara was further developed during the year:

e The number of wash bays was increased from six to ten to speed up washing and
greasing services.

e The number of bays in the accident repair section was increased from twenty seven to thirty
six and the number of hangars increased from two to three; likewise the number of tinkers and
mechanics were also increased.

e Five vehicles were added to the 24-hour vehicle breakdown service to improve response time.

TATA Mahagedara launched an engine overhaul scheme with the promise of completing the task
within five days by using our expert knowledge and TATA genuine parts.
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Our dedicated TATA website www.dimolanka.com/tata displays the latest
models together with news and upcoming promotions. The website also
provides a look at the foundation of the relationship Dimo has built with
TATA and what the future holds.

The Vehicle Parts Division is working on expanding the regional
service network through a‘service to the doorstep’ business model.
This will not only enhance our service promise but also help us
better understand customer needs. Further, service campaigns and
demonstrations along with representatives of our principals, as well
as regular customer meets are done on a planned basis. Our strong
distribution network, including authorised dealers countrywide,
also contribute to our competitive advantage.

Our mobile service unit, equipped to troubleshoot and take care of minor
repairs, provides another dimension to customer convenience.

LSS LSS LSS LS LSS LSS LSS LSS S S S S S S S S S SSSSSSSSSSSS

“The wise decision...the wise choice. They are the most potent of
attributes a Company may aspire to.

DR. HARSHA CABRAL
Director
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Our unit repair section was upgraded to enhance capacity and improve service turnaround time.
One of the key products delivered by this unit is known by the name ‘Adi Sathkara’. As the name
implies, the engine gets an ‘intensive care’ treatment. We are working towards a complete engine
overhaul within 24 hours.

— Electronic mobile racking systems and a range of other innovative material handling and
storage systems have been introduced to the market. These products are backed by expertise for

customisation, online after sales support and 24-hour spare parts delivery. /

Nurturing Customer  The sense of ‘community’ that we have built into the larger Dimo family is constantly being nurtured
Relationships  5cross all business segments. Significant financial resources as well as top management time and
attention are devoted towards this end. Understanding the needs of various customer groups and
innovation are once again the keys to success. For instance, we have developed a range of express
services where, through the employment of special processes, we are able to complete these

services within a guaranteed time frame.

Mercedes-Benz Club of The Club is now in its 22nd year with a membership of over 120, making it one of the oldest,
Srilanka o5t active and largest clubs of its kind in the country. During the year the Club conducted a classic
car enthusiast forum, to advise and educate owners of classic cars on restoration and maintenance.

Over 50 classic car owners participated in the event.
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— The Annual Mercedes-Benz pageant is a much sought after event for members, their families
and friends. This year we celebrated the 125th Anniversary of the Automobile at the pageant.
A special Mercedes-Benz Motor show was held with pre-World War era cars and all the current
models being displayed at the event. The highlight of the event was the launch of the SLS AMG
Gullwing which amazed all those who were present. /

A test drive day was organised in Kandy to give the Mercedes-Benz Experience. This was
well-received with over 50 customers making use of the opportunity.

The Mercedes-Benz Annual Golf Tournament 2011 was held in April 2011 at the Victoria Golf Club
in Kandy. The tournament attracted over 80 participants. Seven winners qualified for the regional
tournament held in Australia, and one qualified for the world finals held in Germany.

As a CSR initiative the Club undertook to refurbish the girls' dormitory in the Sandagala special
school in Kurunegala.

53 DIESEL & MOTOR ENGINEERING PLC
ANNUAL REPORT 2011/12



Financial Value Creation 24 Delivering Value to Customers...and their Value to Us 40 Working at Dimo...Enjoyable and Rewarding 62

MANAGEMENT REPORT / DELIVERING VALUE TO CUSTOMERS...AND THEIR VALUE TO US

TATA Fleet Owners Club  With a membership of over 45 fleet owners, the Club provides certain privileges such as exclusive
service offerings and special pricing schemes.

Our service campaign for TATA customers spanned far and wide during the year, covering six
major towns from North to South. These were very well patronised with some 946 owners of TATA
vehicles and 71 owners of motor garages that repair TATA vehicles. Participants were able to get
the latest news on the TATA brand, an updated handbook and get their problems solved by our
technical experts. The major motor garages in these areas were visited by our technical teams,

and their owners and senior mechanics were briefed on TATA’s technology updates as well as the

advantages of using genuine spare parts. /

The Electricians’ Club  This Club was formed by the Dimo Lighting Solutions Division, the main objectives being to educate
members on energy saving methods and create better product awareness. It has over 510 members
and customer awareness programmes are organised once a month islandwide.

Dimo Bosch Power Tools The Dimo Power Tools Division celebrated the Sinhalese and Tamil New Year 2011 with the
woodworking community of Moratuwa. Technicians who use our power tools in major cities around
the country are provided free service campaigns for troubleshooting, training and solving their
technical problems. Dimo Power Tools provides customers with a response time not exceeding
48 hours with the slogan ‘Uninterrupted work at your site with Bosch’ A special Tool Clinic for
corporate customers, appointment of authorised Service Agents in the Eastern and Southern
Provinces, implementation of 120 mobile service campaigns and customer educational programmes
countrywide were the key after sales care initiatives. A 'Loan Tool’scheme was also introduced to
provide a backup tool to customers in situations requiring excessive repair time.
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Our product responsibility

Life Cycle stages of products
are assessed for health and
safety impact

Product and Service Labelling,
User Manuals

Ethical Communications

Customer Satisfaction

Customer Relationship
Management (CRM)

All products marketed by Dimo come with the highest levels of safety. Dimo follows principals’
guidelines and globally accepted best practices to ensure that in the process of after sales care,

the highest levels of safety are afforded to our customers. In addition, all health and safety measures
as per ISO accreditation guidelines are employed.

Educational and communication programmes on the safe disposal of certain products have been
planned for the future.

There were no material incidents reported relating to customer health and safety in the period
under review.

All Dimo products are adequately labelled, have catalogue references and where required an
accompanying user’s manual. Labelling also conforms to statutory requirements in respect of
providing diagrams and pictographs, expiry dates, standardisation code numbers and information on
possible environmental impact. The requisite quality certification stamps are also carried.

Dimo’s marketing communications are fully-based on transparency, honesty, ethical standards and
conformity with statutory requirements. Where applicable, we also adopt our principals’ codes on
the subject. All marketing campaigns are screened against a checklist prior to release to ensure that
Dimo does not engage in unethical marketing practices.

There were no breaches of this code during the year under review. The same standards are promoted
among all customer facing staff in their communications with customers. There were no instances of
non-compliance with any regulation on marketing communications during the year.

Checklist

e Consistency in corporate image

e Logo and branding guideline

e Product claim (product features)

e Accuracy and credibility of information
e (Creative ideas

e Standards and credibility of contents

e Remarks on and comparison with competitors

Measuring and monitoring customer satisfaction and adapting accordingly are both a science and an
art at the Dimo Group. The art of it is deeply ingrained into our ethos and is one that has come down
the generations in a process of continuous improvement. The science of it was instituted nearly a
decade ago, when in 2002, we decided to conduct ongoing customer satisfaction surveys and create
an index for measurement and management. Results of our formal surveys are documented.

They form the basis of the continuous improvement programmes, including training in every area
from sales, to spares, and after sales services across all business segments. Important innovations and
improvements stemming from this exercise are instituted in the training and induction agenda and
employee literature.
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4

Voice of the
Customer

A centralised Customer Relationship Management (CRM) Division is

in operation and currently provides a monthly data analysis service
tothe vehicle segment. These details are forwarded to business

units monthly. All other business segments analyse their data on a
quarterly basis in consultation with senior management. Both these
quarterly and monthly reports contain customer responses and
complaints that enable the Group to continuously develop its problem
solving capability with timely and effective modifications to business
processes when warranted. Having recognised the importance of CRM,
we are taking steps to widen its scope to cover other divisions as well.

During the year under review, the CRM unit engaged with 21,048
(9,568 in 2010/11) customer interactions by various kinds of activities.

The Dimo Group has the ability to attract new customers and attract
repeat purchase in equal measure. For example, of the Mercedes-Benz
vehicles sold during the year under review, 48% were new customers
and 52% were repeat customers.

Dimo’s CRM conducts a series of activities to maintain regular contact
with customers and has positioned itself to get effective and candid
feedback. It plays a central role in problem solving as well. Our CRM
process ensures speedy response to customers’ complaints. Customer
complaints are acknowledged on the same day and a solution is given
within a maximum of three days. Complaints of customers in mission-
critical businesses receive greater priority. A Customer Complaint
Register is maintained in every location across our branch network.

LIS LSS S S S S S S SSSSSSSSSSSSSS /

“Numbers can tell us the story...to the last decimal.
But it's foresight that really makes the story”.

SURESH GOONERATNE
Executive Director
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The following diagram details our customer complaint handling process:
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Customer Inquiries

DIESEL & MOTOR ENGINEERING PLC
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In the year under review Dimo received 261 (201 in year 2010/11) customer complaints. Of these,
128 (48 in year 2010/11) were resolved within the stipulated 3-day time frame. All other
complaints were eventually solved in a satisfactory manner. The table below indicates statistics

on complaints over the past five years: /

Year

_

2007/2008
2008/2009
2009/2010
2010/2011

2011/2012

i

No. of Customer No. of Complaints
Complamts ///, per Rs. bn
/ Gross Turnover
T

36.6
289 61
180 34
201 9
261 8.3

During the year we received a total of nearly 30,000 customer inquiries, of which about one-third

were floor inquiries related vehicle purchase, repair, usage and the like. Dimo takes swift action
to handle inquiries through the sales team, branch network and through our website. /

Source / No. of Inquiries

I ///////////////

Floor Inquiry Branches 6,025

Display Points 3,946

Customer Contact Points 1,263

Sub Total 11,234

Response to Newspaper Advertisement 7,504

Telephone 11,193

Total 29,931
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Call Centre A call centre was launched where all inquiries and complaints can be managed in a more

structured manner. This also facilitates recording, and immediate action on all customer inquiries
and grievances. /

Customer Information  Dimo’s respect for customer privacy and its commitment to protecting customer data is enshrined in
Protection  its corporate policy. We have systems in place to contact our database of customers only with their
explicit permission and in the channel of their choice. Data protection complaints are handled in
the same manner as other customer complaints, as explained before. No complaints pertaining to
breaches of customer privacy or loss of customer data were received in the year under review.

Further, there were no incidents during the past year relating to transgression of health and safety,
product labelling, advertising or customer confidentiality.
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Environmental-friendly  Our principals, representing leading global brands, produce some of the most responsible products
Product Responsibility  , their respective categories. Hence, every product offered by Dimo is somewhat of a leader in the
area of product responsibility. Dimo, on its part, is committed to keeping abreast of developments
and offering the latest products and innovations of its principals to the Sri Lankan market.
The following are but a handful of some examples:

— Osram LED lighting and RZB LED luminaires have the following eco-friendly features:

Up to 90% energy savings compared to conventional incandescent and halogen lamps; mercury-
free production; up to 45,000 hours service life; up to 100,000 switching cycles; very high impact
and vibration resistance‘/

Green Building Concept

The Dimo Lighting Solutions Division has a world class product range that permits customers to
score well in the rating of LEED’s (Leadership in Energy and Environmental Designs) standards.
Further, we are a member of US Green Building Council and are in position to consult/evaluate
construction projects and issue rating reports as per LEED’s standards.
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— Dimo was the first in Sri Lanka to introduce asbestos-free brake pads for vehicles. /

Mercedes-Benz ‘Blue efficiency’ models are up to Euro 5 environmental norms (a European
environmental standard).

— Dimo has introduced new models in the small commercial vehicle range such as the Batti, Lokka
and Batta. The Dimo Batta, with its best in class fuel efficiency and low GHG emissions, has fast
become one of the most popular light commercial vehicles on Sri Lankan roads. We have just
introduced another to the commercial vehicle range - the stripped down version of the 207 DIEX
single cab pickup truck, branded as the Dimo 207 Bullet. It is also one of the most fuel efficient

vehicles in its class. /

Dimo Energy Management Services provides capacitor bank design and installation services for
industrial customers who wish to reduce their electricity consumption through power factor
correction. By partnering with Electronicon, a reputed German manufacturer, we are in a position to

assure our customers the highest quality and reliability of all installations.
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Management Approach  Just over a 1,300 people work at the Dimo Group. They represent the finest of professionals in their
respective fields. The Group's goal is to make work ‘enjoyable and rewarding’ while maintaining a
customer-first policy. Every employee living this policy is central to the Group excelling at what it
does. Thus, delivering value to customers and the value of customers to the Dimo Group are deeply
ingrained in our work ethic that drives our human resources development agenda.

High priority is given by the Board and the top management for engaging with employees at all
levels. The engagement process has been instituted through several ongoing initiatives including
one-to-one interviews (conducted by an independent third party), focus group discussions
(conducted by an independent third party), an Employees’ Council, HR clinics, an internal newsletter
'Dimo Handa'and an annual employee satisfaction survey. DimoNet, the Group's intranet,

has improved access to a wide range of corporate information including promotional campaigns,
employment opportunities, Employees’ Council minutes of meetings and corporate events.

As in the previous year, employee feedback on economic, environmental and social criteria was
obtained through an independent third party, the objective being to ascertain the true and
honest feelings of employees at every level on the above criteria. Stemming from this survey,

the Sustainability Committee set out objectives for the ensuing year. These objectives are given in
the table appearing on pages 112 to 113.

The Dimo Board ensures strict compliance with statutory requirements pertaining to all aspects of
employees and employment, labour rights and human rights. The Board also ensures that freedom
of association is not hindered and that Dimo remains an equal opportunity employer that treats all
employees with respect and equality irrespective of gender, race, religion, social background, caste,
old school ties or any other distinction. Employees have been provided with multiple channels to
voice their concerns. We also promote them in all external organisations that we engage with.

During 2011/12, the Dimo Group spent Rs. 1,164 mn (Rs. 962 mn in 2010/11) on salaries
and wages, defined contribution plan costs (EPF, ETF), retirement benefit plan costs (retiring gratuity)
and training.

The Dimo Approach to THE VALUES THAT GUIDE US
Labour, Environment and
Human Rights — Customer first;
— Partner with the world’s best;
— Make work enjoyable and rewarding;

— Never compromise Dimo’s ethics;

— Benefactor of society and friend of the environment.

DIESEL & MOTOR ENGINEERING PLC 62
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Dimo’s policy is to produce sustainable and rewarding
outcomes for the people within the organisation. Our goal
is to make work enjoyable, rewarding and productive and
to create a work space that is enriching and innovative.

The'One Dimo’ concept aims to enhance teamwork
among the Dimo family. Employees are given a good
understanding of all our business activities; which in turn
make them business partners of all businesses that we are
engaged in.

Employees are encouraged to invest in their own
professional development by developing an Individual
Development Plan.

We recognise that employees are the most valuable asset
of the Dimo Group. Their well-being and development are
given top priority. The value placed on employees is
well-reflected in our investment in training and
development, monetary and non-monetary benefits and in
the accolades received for our human resource practices.

LSS LSS LSS LS LSS LSS LSS LSS LSS S S S S S S SSLSSSSSSSSSSSSSSSSSSSSSSSSS

“The challenge for any individual or organisation is to create value
in terms of what it offers, following a set of values and guidelines
and in the process creating wealth for itself.

PROF. UDITHA LIYANAGE
Director
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Code of Business and Ethics

Employee Statistics
Diversity

Dimo maintains a written code of business ethics for employees. They are embodied in a

handbook, ‘Buddy’, which is made available to every employee. Salient features of the Code are

outlined on page 229 of the Enterprise Governance Report of this Annual Report. /

Our total workforce as at 31st March 2012 stood at 1,339, an increase of 31% over the 1,019

employees of the previous year. Some pertinent figures, which show the diversity of our

. . /
employees in terms of age and gender, are given below: /

Age Group Executive '/, Senior '/, Middle / Executives /// Clerical/ Manual 7 Non- Total
Directors /, Management / ManagemenW Supervisor%/// Executive/ ////
Contract

o ///////////////// )
//// /// %// /// //// /// //// 7, //// /// //// %// //// /// %// ///

<20 - - - - - e 6 - 2 - 2 g
21-30 - - 2 - 36 5 124 24 225 56 174 - 1 3 580 88
31-40 - - 15 3 56 5 124 11 104 3 67 - - 374 22
41-50 2 - 10 - 16 2 48 5 23 - 21 - 11 1 131 8
51< 5 - 5 - 16 4 28 7 17 - 11 - 20 - 102 1M
Total 7 - 32 3 124 16 324 47 383 60 279 - 60 4 1,209 130

DIESEL & MOTOR ENGINEERING PLC
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At present 11% of our staff are female, compared to 10% in the previous year. Of the 567 employees

recruited during the year, 9.3% were females. We are making an effort to increase the composition of

female employees to 15% by 2014.
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— Employee turnover in year under review by gender, age group and position is illustrated below: /

Age Group Executive ’/, Senior 7/ Middle 7 Executives 7/// Clerical/ Manual 7/ Non- Total
Directors / Management » Management 7/, Supervisory Executive/
// //%//% 4/// %// %/// é/// //// /// é// %//% 7, ////////// //// ///
Total - - 3 2 35 4 57 8 67 9 43 - 19 2 224 25

— Employee turnover in year under review by reason for separation is illustrated below: /

Reason Gender / No. Total Percentage | Percentage of

Category ‘ Total Turnover

////// //////// //// ////////////////////////////////

Voluntary Male 217 242 96.88% 97.19%
Female 25 - 100.00%

Dismissal Male 3 3 1.34% 1.20%
Female - - 0.00%

Retirement Male 2 2 0.89% 0.80%
Female - - 0.00%

Death Male 2 2 0.89% 0.80%
Female - - 0.00%

Total 249 249 100.00 %

Some types of jobs or trade typically have high turnover rates. Sales is one of them. Of the 567 new

recruits during the year, 199 or 35% were direct sales staff. Likewise, 45% of those who left us during

the year were from sales, of which about 60% were young entry level persons with a 3-6 month

exposure at Dimo. While we are inclined to believe that such a group use Dimo as a spring board to

move elsewhere, we are taking measures to better understand the issue and refine our recruitment

processes accordingly.
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Outsourced Services Limited operational activities such as janitorial services, transportation for identified purposes and
security are outsourced through contracts. The activities of service providers are covered under our
Supplier Code of Conduct.

Employee Engagement
Internal Communication Dimo continues to find ways of improving dialogue with its employees as it is very vital for the
success of our organisation. Dialogue builds trust and enhances transparency. The Employees’
Council, HR Clinics, the intranet and the newsletter Dimo Handa are some of the internal
communication methods that we employ for the purpose.

Employees' Council The Employees’ Council is an open forum where employees discuss their concerns with the top
management - including the Chairman/Managing Director - of the Company. All Executive Directors,
General Managers, Business Unit Managers and a representative from each business unit participate
at these meetings, which are conducted monthly. Minutes of the meetings are published in the
Company'’s intranet and can be viewed by any employee.

HR Clinics The main objective of the HR Clinic is to provide speedy solutions to employee concerns and
issues. The clinic is conducted at their respective places of work. This process involves HR
personnel visiting the employee at site, and initiating a free and frank discussion on any issue or

suggestion. These clinics have now been held for the third consecutive year. /
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Company Intranet

Employee Satisfaction
Survey

WORKING AT DIMO...ENJOYABLE AND REWARDING / MANAGEMENT REPORT

Working@Dimo is a new programme on the Company intranet for employees to express their

views and feelings. Each week an employee is given the opportunity to publish his or her
work-related experience on the intranet. The initial focus has been on providing recognition for
senior employees, typically those with more than 10 years at Dimo. /

The intranet DimoNet was developed to improve access by employees to a wide variety of corporate
information including promotional campaigns, vacancies, Employees’ Council minutes, e books
library, e news papers, Company Internal policies & procedures and other corporate events.

The Human Resource Department carries out an annual Satisfaction Survey of all employees.

It is voluntary and the respondent may choose to remain anonymous. The survey provides a useful
feedback based on perceptions and attitudes related to employee satisfaction, commitment and
advocacy. Survey results are discussed at the highest level of the Company, and in detail at the
Employees’ Council meetings and Business Unit Managers meetings. Any suggestions and
solutions made at these meetings are implemented following the approval of the Group
Management Committee.
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A significant 86% of employees responded to the questionnaire survey in 2011/12 compared to the 54% in 2010/11.
The overall satisfaction index too improved to 62.7% from the previous year's figure of 55.1%. Details of survey results tracked
over a two-year period are shown below: /

Employee Satisfaction Survey Index
(%)

® 2011 2012

A - Nature of work/Responsibility B - Designation ~ C - Freedom to Perform Duties D - Availability of Challenging Assignments  E - Job Security ~ F - Salary G - Incentives  H - Other Perks

I - Recognition & Appreciation  J - Retirement Benefits K - Appraisal System L - Opportunity for Training M - Prospects for Promotion N - Superior's Guidance O - Financial Assistant: for Education

P - Canteen Facilities  Q - Sanitation R - Medical Facilities S - Recreation Facilities T - Working Environment U - Superior Relations ~ V - Peer Relations W - Customer Satisfaction X - Focus on Quality
Y - Continuous Improvement  Z - Focus on Environment

Independent Survey on  Unbiased and transparent reporting of employee concerns is important for management to
Employees’ Expectations qvide solutions. Towards this end we engaged an independent party to carry out a survey in
the previous year. The survey covered the economic, environmental and social expectations and
concerns of the employees, and the major issues and concerns identified were discussed by the
Sustainability Committee. The objectives and strategies to address these concerns are summarised

on pages 112 to 113.

Human Resource Activities

Key Elements of Our @ We give priority to organic growth. If the expected qualifications and competencies are matched,
Recruitment Process preference is given to existing staff for the vacancies that arise. This gives internal candidates every

opportunity to rise up in their careers.

® DATS (Dimo Auto Training School), NAITA (National Apprentice & Industrial Training Authority) and
other vocational trainees who undergo training with us have an opportunity to join our permanent
cadre subject to recruitment need.

® Talented young engineering professionals are attracted through the Dimo Career Guidance Day
that we conduct at the Universities of Moratuwa and Peradeniya.

® Dimo participates at various trade and youth fairs to promote Dimo and gather information from
potential candidates interested in joining the Company.

® A transparent process is in place for recruitment, and new employees follow an induction
programme before taking up responsibilities.

® Young professionals are recruited as Management Trainees periodically.

DIESEL & MOTOR ENGINEERING PLC
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Recruitment Our total staff strength increased by 31% to 1,339 during the year. The net increase comprised
During the Year  ; (5tal of 567 new recruits, offset by the 249 who left us during the year. The ratio between new
recruitments and the year end workforce is 42%. These movements posed some challenges in terms
of business continuity and recruitment. The high intake of new staff was necessitated to offset
attrition as well as to support business growth and the new projects being undertaken by the Group.

Dimo’s operations are currently limited to Sri Lanka. The senior management team and other team
members being citizens of Sri Lanka, Dimo contributes towards creating employment opportunities
for Sri Lankans.

The table below provides details of employees recruited during the year: /

/ Non- Total

o ////

F / ML ET F/ Tota
//////// ///// //// /////////|

e Oirectors vianagemant - vianagemens [ Exscutives 77/ Clericall
7 7)) //%// 7

<20 - - - - - - - - 16 2 6 - 3 - 25 2 27
21-30 - - - - 14 3 65 7 163 34 8 - 23 2 347 46 493
31-40 - - 4 119 133 - 3% 1 11 - 9 - 12 3 115
41-50 - - - - 6 - 2 - 20 1T - 10 121 2 23
51> - - - - 4 - - - - - - - 5 - 9 - 9
Total - - 4 143 4 100 7 217 38 100 - 50 3 514 53 567

— Dinesh Chandimal Test Cricket player in the National Team is employed at Dimo and is our
Brand Ambassador./
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Training and
Development

DIESEL & MOTOR ENGINEERING PLC
ANNUAL REPORT 2011/12

e The identification of training needs follows an established process. They are identified at the
bi-annual performance evaluations by the employee and the immediate supervisor, in addition to
any training that the Head of Department may deem necessary. Employees too may make ad hoc
requests if the situation so warrants.

® A Group level training calendar is prepared at the beginning of each year based on the training
needs identified.

® Training is provided in-house as well as externally, either in Sri Lanka or overseas.

® The effectiveness of the training is assessed through participants’' feedback and
subsequent evaluations.

e Knowledge sharing sessions are conducted to enhance the awareness of the Dimo product range.

13 such sessions were organised during the year. Knowledge sharing also occurs when employees
who have undergone training share their experience with others.

Job-related educational expenses and subscriptions for membership in professional
bodies are reimbursed by the Company in a bid to promote knowledge acquisition and
personal development.

® Employees are encouraged to participate in various operational decisions-making processes such
as preparing budgets etc.

® A web based e-library was launched last year for the benefit of employees.
® Employees also have web access to daily newspapers.

® The average investment on training per employee in the year under review is illustrated below:

Average Investment on Training Per Employee
(Rs)

2007/08 2008/09 2009/10 2010/11 2011/12
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Training hours by category and gender is analysed as below: /

Category Gender ' No. of Tra\nmg Training Hours Training Hours

Persons Hours per Person per Person

/ 2011/12 2010/11

/////// /////////
Board of Directors Male 330.50 47.21

Female - - -

Total 7 330.50 47.21 347
Senior Management Male 32 1,412.00 4412
Female 3 370.50 123.5

Total 35 1,782.50 50.93 43.8
Middle Management Male 124 4,183.00 33.73
Female 16 196.00 12.25

Total 140 4,379.00 31.28 239
Executives Male 324 4,597.00 14.18
Female 47 754.00 16.04

Total 371 5,351.00 114.42 11.8
Clerical/Supervisory Male 383 2,965.00 7.74
Female 60 484.00 8.06

Total 443 3,449.00 7.70 2.6
Manual/Contract Male 339 2,813.50 8.30

Female 4 - -

Total 343 2,813.50 8.2 8.9
Total Male 1,209 16,301.00 13.48
Female 130 1,804.50 13.88

Total 1,339 18,105.50 13.52 10.9
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Performance Review, ® We deal fairly and honestly with our employees regarding wages,
Remuneration and Benefits benefits and other conditions of employment and recognise the
i freedom of association as a human right.

® Employees’ performance is evaluated by the business unit
managers bi-annually, and this scheme presently covers 66%
of employees in the Dimo Group. The balance 34% employees
represented new employees who are on probation, whose
performance is monitored on an ongoing basis.

® Employees are offered attractive remuneration packages based
on performance and on par with the best in the industry.
Individual salaries are much more than the minimum prescribed

by law.
® Business units conduct monthly meetings to review performance

against targets and discuss issues.

® The Company conducts benefit surveys to establish external
parity and ensure that our employees' remuneration levels are
on par or above the industry.

® There is no discrimination on remuneration based on gender.
® |nnovations and new ideas are encouraged.

e Company employees are eligible for a benefit plan under
payment of Gratuity Act No. 12 of 1983. Under this Act,
an employee who has completed 5 years of continuous service
is entitled to the equivalent of half a month’s salary for each
completed year in service.

® Employees are recognised for a long service award upon
completion of 25 years in service.

LSS LSS LSS LSS S S S S S S S S S SSSSSSSSSSSSSSSSSSSSSSS
“We strive every day to do the things we do, to the best of our
ability. If we are honest in this effort, success will follow.”

MOHAN PANDITHAGE

Director
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Recognition

Creating an
Employer Brand

WORKING AT DIMO...ENJOYABLE AND REWARDING / MANAGEMENT REPORT

Dimo recognises and rewards extraordinary commitment and performance over and above
expected standards. With a variable compensation scheme, we allow employees to share in the
Company’s success, and also be rewarded for their individual performance. During the year,

Dimo introduced a new rewards and recognition policy, which includes: Bright Idea Award,
Customer Service Award, Safety Award, Employee of the Year Sales, Technical and Support
Services Category. During the year 2011/12, 32 employees were recognised and rewarded of their
extraordinary commitment and performance. /

DIMO STRATEGY PRESENTATIONS
2012/2013

“trrowth
chanee;: it is
wiorki
Rittiars. {Zas

The achievement of our goals is dependent on the quality of our people. It is therefore vital that
we continue to attract the best to Dimo while developing those who are already working with us.
In 2011, Dimo launched a People Framework, which describes how we aspire to manage our
employees. Creating an ‘employer brand’is one such initiative. Becoming an employer of choice is
our prime objective, and we have taken several initiatives to realise this dream, underpinned by
our promise ‘'making work enjoyable and rewarding’. We also created a Careers Facebook page
‘Career@Dimo’.
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— Participation in committees by gender and age group is analysed below: /

Committees

i

Gender /f?(/)years//jg;j/??;:ars //>51 /Tota\
/////// ///////// ///////// ////// //// /////// 7Y

Board of Directors (Executive Directors) Male - - 2 100 5 100 7 100
Female - - - - - -
Total - - 2 - 5 - 7 -
Group Management Committee Male - - 7 88 5 100 12 92
Female - - 1 12 - - 1 8
Total - - 8 5 - 13 -
Sustainability Committee Male - - 4 80 6 100 10 83
Female 1 100 1 20 - - 2 17
Total 1 - 5 - 6 - 12 -
Health and Safety Committee Male 6 75 13 87 6 100 25 86
Female 2 25 2 13 - - 4 14
Total 8 - 15 - 6 - 29 -
Employees’ Council Male 17 68 67 91 18 86 102 85
Female 8 32 7 9 3 14 18 15
Total 25 - 74 - 21 - 120 -

Inauguration of the Dimo
Toastmasters Club

DIESEL & MOTOR ENGINEERING PLC
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The Dimo Toastmasters Club was inaugurated in June 2011 with the participation of Toastmasters
from various other companies, followed by the first Speechcraft session for our members.

The programme continued for two months. The primary objectives of the club are to help members
to communicate more effectively, improve social networking skills, increase their leadership potential
and become more successful in their careers.

74



Our Business Partners...a Symbiotic Relationship 80 Regulatory Authorities...Playing by the Rules 88 Our Community...Live and Let Live 90

Employee Grievance
Handling

Other Welfare and
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Dimo has an open-door policy and employees may discuss grievances or submit suggestions, and
even have access to the Chairman. Employees also have the opportunity of bringing forward their
grievances at the monthly Employees' Council meetings. On formal lodgements, it is Company
policy to reply to the person within 10 working days. A total of 24 reports and suggestions were
submitted during the year and they were satisfactorily addressed. /

Total No. of
'/ Grievances

Category Tot.al No. of Grievances To‘FaI No. of
/ Grevance/;—:;:j;? / G:e/es/;\?gzs///resov:d relate/d/
ights only to Human/,
/ //// /// /F/i'/g/hts only/
I

Internal stakeholders 23 1 - - 21 1 - -

An awareness programme on investment planning (management of retirement benefits) was held for
those employees reaching retirement age. The programme, conducted by the International Institute
of Development Training, explained the different savings and investment options available, their risk
and reward structure as well as cash flows, so that one could select the most suitable mix-based on
personal requirements.

A Death Donation Fund is in operation. Employees and the Company contribute equally to this
Fund, which is used to provide financial assistance to the affected family of the employee or to the
employee in the event of a death of an immediate family member.

An annual Christmas Party is organised by the Sports Committee for the children of employees.

In addition, school books and accessories are given away to the children of employees. An Art
Competition for the children of employees was conducted during the year on the theme 5S/Health
and Safety.

Loans to employees are granted at concessionary rates, while meals at the cafeteria are subsidised.
The annual excursion is another welfare measure that also promotes camaraderie and bonding
among employees.

The Company provides encouragement and support for employees to participate in sports.
The Dimo Sports Meet is an annual event organised by the Sports Committee of the Company.
We are proud of our cricket team that was the runner-up at the Mercantile Cricket Association
Tournament 'C' Division - 2012. By virtue of being the runner-up, the cricket team qualified to
compete in ‘B’ Division next year.

The annual Dimo Dinner Dance was yet another successful event on the social agenda during the
year under review.

We have a standardised process for employees returning to work from extended child care leave and
career coaching specially-tailored to female employees.
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The table below shows employees maternity leave structure during the year 2011/12:

No. of No. of "7 No. of '/, No. of '/ No. of Employees / Return to / Retention
Female / employees employees employees / who are still employed / ork rate 7 rate
employees / entitled for /// took //// returned / for the last 12 months
maternity leave maternity //// to work after after the return from
//// ///////// Ieave/ maternity Ieavey/// maternity eave/

89% 78%

Occupational
Health and Safety

Activities Health and safety of our employees is a core concern at Dimo and the Group is working towards
obtaining Occupational Health and Safety Standard - OHSAS 18001 Certification. Some of the key
activities conducted during the year under review are summarised below:

e We launched a banner campaign /
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A health and safety risk identification audit was conducted by the National Institute of Safety and

Health, and their recommendations are being implemented.

A 29-member Health and Safety Committee has been established. |
from management (7 members), executives (18 members) and non

t comprises representatives
-executives (4 members).

All new constructions are designed with the required safety features.

Special protective clothing along with eyewear, helmets, gloves an
employees as needed. Employees are regularly educated on safety
wearing safety clothing and accessories.

d footwear are provided to
practices and the importance of

The table below shows our track record on health and safety at work: /

Cause 2011/12 2010/11 2009/10
Srsa s s s s 77/
//// / Total No. Rate % /, Total No./ Rate % ’ Total No. / Rate %
////////// DI10 000000077 ///////////////// ////////
Injuries 22 1.6 26 25 7 0.7
Occupational disease - - - - - -
Lost working days 129 438 165.5 0.1 49 52
Work-related fatalities - - - - - -

The employee absenteeism ratio reduce to 0.6% during the period under review from 3.6% in 2010/11.

Significant incidents are reported, discussed and communicated at
to prevent a repetition.

Plant and machinery in the workshops are all equipped with mode
They undergo regular maintenance.

Training provided on plant operations includes safety aspects.

Regular fire drills are conducted at all locations and employees are
of an emergency.

the appropriate forums in order

rn safety mechanisms.

educated on how to act in case

A doctor visits the Colombo office and the Weliweriya and Siyambalape workshops daily for

consultations. No charge is levied for medicines and tests, as our o
health of all our employees. An in-house nurse is also available dur

A First Aid training session was conducted for employees selected
Aid Boxes are available at all required places.

bjective is to ensure the good
ing working hours.

from each business unit. First

Education, training, counselling and risk-control programmes are in place to assist employees,

their families, and community members regarding serious diseases
programme was conducted for employees, while a dengue awaren
was carried out through e-mails and posters during the year.

. An Osteoporosis awareness
ess and prevention programme

A Medical Insurance Cover is available for employees. Other insurance covers such as Workmen's

Compensation and Group Term Life Insurance are also available.

Accountability and strict compliance with safety measures are in p
non-compliance.

77

lace, including penalties for
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Biggest Loser Wellness
Competition

— A competition organised during the year to identify the team that can shed those extra pounds
and become healthier! Health is Wealth. /

Compliance with Laws  The Dimo Group strictly follows all statutory requirements with regard to employee
and Regulations e muneration, health and working environment. More details are discussed in the management
Report - Regulatory Authorities.

Labour Rights and  We are committed to complying with all applicable labour laws in the country and best practices of
Freedom of Association  (pe industry. Employees are given the opportunity to voice their opinion at the Employees’ Council
and HR clinics, and also directly with any officer at any level of management through our open door
policy. We ensure that employees’ rights are not at risk under any circumstances, and we have not

been involved in any activity that hinders the freedom of association.

The employees’ council provides a forum to discuss any issues that may arise when operational
changes such as change in location of business takes place.

Human Rights e The Dimo Group is committed to all the rights contained in international conventions on human
rights and those rights contained in the Constitution of Sri Lanka.

® \We are deeply committed to advancing the rights of all those working within the organisation as
well as all other stakeholders with whom we engage. We take action to ensure that our suppliers,
dealers and other business partners also respect and espouse human rights within the scope of
their own businesses.

® We do not tolerate discrimination in any form.

® We respect the dignity of our employees and we work to ensure our associates’ right to personal
security, a safe, clean and healthy workplace and freedom from harassment or abuse of any kind.
These issues are also addressed in the Dimo Code of Conduct.

® The Code of Conduct, to which all employees are adherent, incorporates the tenets of human
rights and compliance.

® \We undertake to create awareness on sexual harassment among our employees at all levels. It is
our policy to treat all complaints of sexual harassment seriously and confidentially. During the year,
HR Department conducted an awareness session on Harassment in the Workplace.

Investment and  There were no significant investment agreements entered into during the reporting period.
Procurement Practices |y the event of an investment in the ensuing year, employee related issues would be addressed
at the employees’ council. Dimo has in palce a Supplier Code of Conduct and Declaratrion for

supplier screening.
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WORKING AT DIMO...ENJOYABLE AND REWARDING / MANAGEMENT REPORT

Training on  Details on employee training on policies and procedures concerning aspects of human rights that
Human Rights 516 relevant to operations are given below: /

Method of training / 201 1/1 2010/1 / 2009/10

I I
Hours devoted to training on human rights policies and

procedures as a percentage of total training hours 6.2 11 22

Percentage of employees who received training on
human rights policies and procedures 42 53 11.6

Non-Discrimination  Dimo is an equal opportunity employer and we ensure that all employees are treated with respect
and equality. Equal opportunities are provided to all within the Company irrespective of sex, social
background, caste, old school ties or other distinction.

The Dimo human resource policy lays down that in every aspect of employment - such as
recruitment, training, compensation, promotion, transfer and termination - employees are treated
according to their abilities to meet job requirements, and all decisions are free from any form of
discrimination, in particular, discrimination based on race, sex, age, nationality, religion and
personal beliefs.

Eliminating gender-based discrimination and gender stereotypes at the workplace is very much
a part of the Company'’s policy on advancing human rights. For example, women are recruited as
automobile mechanics and service advisors, traditionally perceived as male dominated professions.

Promotions are strictly on merit and potential. Dimo's employment practices have generated
a high degree of loyalty: 32% of our employees have been in service for over five years and 18% for
over 10 years.

Child Labour  Dimo is strictly against the use of child labour, as addressed in the Company HR policy, and is in
full compliance with the laws of the country. We have extended the same view towards all our
outsourced services. As a new initiative we have prepared a Supplier Code for our suppliers and
contractors, and child labour is addressed in this document as well.

Forced and Dimo does not tolerate forced or compulsory labour. It is also a significant aspect of our HR Policy.
Compulsory Labour  powever, employees may be required to perform reasonable overtime work in order to fulfil
customer requirements. No incidents have been recorded of any forced or compulsory labour in
the Company.

Security Training  Dimo does not employ in-house security staff. All security-related activities are provided by a
Practice  specialised company. The quality of their service level is monitored regularly.
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MANAGEMENT REPORT / OUR BUSINESS PARTNERS..A SYMBIOTIC RELATIONSHIP

Management  Our business partner network comprises principals of the

Approach  prands that we represent, local and foreign suppliers of
materials and organisations that provide various support
services. Our value creation begins with the products and
services provided by them. Delivering the highest quality
requires consistent execution - by us, our principals,
our suppliers, our distributors and our agents. Because quality,
in all its manifestations, is at the very core of our business, the
success of our business partners is essential to our very own.

= As a standard setter in many of the market segments we

serve, Dimo believes in partnering with the world’s best.

We serve our customers with the best of products and services

in their respective categories, and stretch ourselves to the

highest standards that our principals expect of us - without

compromising on quality, ethics and trust.

In today’s economic environment, achieving lower costs,
improving quality and managing a sustainable business require
an unprecedented level of co-operation with suppliers and
the maintenance of strong supplier relationships. We engage
with our principals in a systematic manner, and deliver on our
promise, year after year. The long lasting relationships that
we have nurtured have held us in good stead. We continue
to receive competitive prices for supplies. Our transparency
- and accountability in our business approach remains another
differentiator that has helped to blossom many mutually
beneficial relationships.

LSS LSS LSS LS LSS LSS LSS LS LSS LSS LS LSS LSS LSS LSS S S S S S S S SSSSSSS

“Itis a fine line that lies between Management and Leadership.
Good management sees things done right. Good leadership sees
the right things done, always.”

GLADWIN PEIRIS
Director
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OUR BUSINESS PARTNERS...A SYMBIOTIC RELATIONSHIP / MANAGEMENT REPORT

Representing some of the world’s best brands comes with its obligations. Our service delivery too is
required to be on par with the global brand image. Through regular supplier engagement we stay
abreast of developments and the expectations of our principals, while keeping them informed on
changing market conditions and the ever-evolving demands of customers.

These expectations include relentless investment in people, facilities and inventories in both good
times and bad.

The availability of products at any time with easy access to customers is a main concern of suppliers.
Meeting sales targets, maintaining superior after sales service, attracting new customers while
retaining existing ones, and introducing new products are other key expectations of suppliers. It also
means keeping and growing our market share in a sustainable manner.

We understand these expectations. During the year, we invested heavily on establishing state-of-the-
art product display points countrywide, and moved on to upgrade our service stations beyond the
standards set by our principals.

We continued to invest in training and development of our employees, both locally and abroad, to
bring them on par with international standards. We also introduced measures to keep our technical
and support staff updated on technological developments.

To benchmark ourselves, we conduct research, surveys and face to face interviews with stakeholders
from time to time. These are usually carried by independent specialist organisations. The valuable
insights we gain as a result help us initiate further improvements on the products and services we
offer. We share these findings and our response with our principals.

Dimo is a market leader in many of the market segments that it serves. Remaining there requires
continuous improvement and innovation as we strive to meet sales targets while growing our
market share.

Some of our relationships with our principals are as long as Dimo’s own existence. At the same time,
we seek new business avenues based on emerging opportunities and our core competencies, and as
a result we have also been adding new principals who represent a strategic fit.

We maintain open two-way channels of communication with our suppliers, and procedures are in
place to voice any issue. The business unit managers also provide regular feedback to principals in
order to keep them aware of changing conditions.
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MANAGEMENT REPORT / OUR BUSINESS PARTNERS...A SYMBIOTIC RELATIONSHIP

Relationship Building ~ We value the lasting relationships with our suppliers, some of them going back more than 50 years.
As a Company that uses the cutting edge technology of 