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1. POLICY ON THE MATTERS RELATING TO THE BOARD OF DIRECTORS

The Board aims at fulfilling its responsibilities by creating value for all the stakeholders that is sustainable
and beneficial. Under the direction of the Executive Directors and oversight of the Board, the business of the
Company is conducted by its managers to enhance the long term value of the Company. The Board gives
leadership in setting the strategic direction and establishing a sound control framework for the successful
functioning of the Company.

The Board’s composition reflects a sound balance of independence. Whilst the management provides
information to the Board on regular basis, relating to the Company operations, the Board meets quarterly and
gives full consideration to the followings;
a. Reviewing of strategic and key business performances
b. Reviewing of profit/loss and asset position and quarterly management accounts
c. Providing advice and guidelines to senior Managers
d. Approving major Investments
e. Approving the Interim and Annual Reports
f. Risk management and adequacy of internal controls of the Company
g. Seeking business developments and expansions in the Company
h. Reviewing reports of Related Party Transactions, Compliance with legal and regulatory requirement
The Chairperson ensures that Board members have access to adequate information and are provided
with sufficient opportunity to obtain clarifications on the matters before the meetings through
documents prepared by the management and their teams. Head of Finance present the updates on
performance of the Company, compliance with regulatory requirements such as Colombo Stock
Exchange Listing rules, Companies Act requirements and compliance with tax regulations.

2. POLICY ON BOARD COMMITTEES

Board Committees has established committees for better monitoring and guidance of different aspects of
operations and control.

i. Audit Committee

In keeping with the Code of the Best Practice on Corporate Governance and the requirement of the Securities and
Exchange Commission for Public Listed Companies, The Autodrome PLC (hereafter ‘The Company’) has established
an Audit Committee whose function, authority and duties have been clearly identified in the Audit Committee Charter.

This Charter integrates all the requirements of the Securities and Exchange Commission and the Code of Best Practice
on Corporate Governance. The role of the Audit Committee is to oversee the financial reporting system of the Company
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with a view of safeguarding the interest of all the stakeholders and ensuring that it has been extended to its subsidiaries.
This includes selecting and applying appropriate accounting policies for the purpose of financial reporting, ensuring
sound internal control principles and its effective implementation, ensuring the integrity of Financial Statements and
maintaining an appropriate independent relationship with the Company auditors.

Role of the Audit Committee:
The main role and the responsibilities of the Audit Committee include;

a. Assisting the Board in discharging its responsibilities by satisfying the Board oversight responsibilities
in relation to quality and integrity of the Financial Statements of the Company. This includes
preparation, presentation and adequacy of disclosures in the Financial Statements in accordance with
Sri Lanka Accounting Standards.

b. The overall responsibility in ensuring that the Internal controls systems and risk management systems
of the Company are adequate and comply with legal and regulatory requirements.

c. Oversight responsibility to ensure compliance in relation to financial reporting requirement and the
information requirement as required by Companies Act No. 07 of 2007 and other relevant financial
reporting related regulations and requirements.

d. Assessing the independence, qualifications and performance of External Auditors.

e. Making recommendations to the board pertaining to appointment, re-appointment and removal of
external auditors and approval of the remuneration and terms of engagement of the external auditors.

f. Discussion of the audit plan, key audit issues and their resolution and management responses.

g. Discussion of the Company’s Annual Audited Financial Statements and Interim Financial Statements
with management and the Auditors.

ii. Related Party Transactions Review Committee (RPTR)

Related Party Transactions Review Committee (RPTR) comprise of three independent non-executive
Directors.

The Related Party Transactions Review Committee (RPTR) was established to align with the Code of Best
Practice on Corporate Governance and the requirements set forth by the Securities and Exchange
Commission. The committee's primary goal is to ensure that the interests of all shareholders are considered
in related party transactions and that such transactions are consistent with governance codes. Additionally,
the committee adheres to best practices as recommended by the Institute of Chartered Accountants of Sri
Lanka and the Colombo Stock Exchange, ensuring timely and accurate disclosures.

Policies and Procedures of Related Party Transactions Review Committee;

a) Define threshold values for each related party transaction as stipulated by the Code, which
require detailed discussion and disclosure.

b) Identify related party transactions requiring pre-approval from the Board of Directors and
immediate market disclosure. Determine which transactions need shareholder approval and
disclosure in the Annual Report.
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c) Develop a standardised template for documenting related party transactions (RPTs) to be used
across all listed subsidiaries when presenting to the RPTR Committee.

d) Establish guidelines to distinguish between recurrent and non-recurrent related party
transactions and to review their economic and commercial substance.

e) Provide clear guidelines for senior management on handling transactions with related parties.

f) Conduct quarterly reviews to verify that disclosures about related party transactions have
been adequately made in the market or the Annual Report, as required by the Code.

g) After each review of related party transactions, the Committee should communicate its
comments and observations to the Board of Directors.

Task of the Related Party Transactions Review Committee:

iii.

The Committee reviewed the related party transaction presented to them by the management and their
compliance in The Company and communicated the same to the Board of Directors.

The Board of Directors declared that no RPT falling within the scope of the Code was entered into by
the Company during the financial year

Remuneration Committee

Composition of the Committee
The committee consists of three non-executive directors who are independent. The members of the
committee have wide experience and knowledge of the business industry the Company engages in.

Independence of the Committee:

The committee is independent from the management of the business and is not involve in any business
operations. The scope of the Committee is;

The committee studies and recommends the remuneration policy of Directors & Key Management
Personnel.

Reviews the performances of Key Management personnel on periodic basis.

The Committee recommends the remuneration based on the prevailing market rates and perquisites
applicable to the Key Management personnel of the Company and makes appropriate
recommendations to the Board of Directors for Approval.

The Committee also carries out periodic reviews to ensure that the remuneration in line with market
conditions. The Remuneration Policy is to attract and retain best professional managerial talent within

The Company and also to motivate and encourage them to perform at the highest possible level.

The Group has a structure and professional methodology in evaluate the performance of employees.
The policy ensure equally and fairness between the various employees is maintained.

The Remuneration Committee reviewed the remuneration policy for Key Management Personnel and
was satisfied that the existing framework was satisfactory.
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iv. Nomination & Governance Committee

The Nomination & Governance Committee consists of a minimum of 3 Non-executive directors, including
at least 2 Independent directors.

The functions of the Nominations and Governance Committee shall include the following:

a. Evaluate the appointment of Directors to the Board of Directors and Board Committees of the
Listed Entity. However, a member of the Nominations and Governance Committee shall not
participate in decisions relating to his/her own appointment.

b. Consider and recommend (or not recommend) the re-appointment/re-election of current
Directors taking into account;
¢ the combined knowledge, experience, performance and contribution made by the Director
to meet the strategic demands of the Listed Entity and the discharge of the Board’s overall
responsibilities; and,

e the number of directorships held by the Director in other listed and unlisted companies and
other principal commitments.

c. Establish and Maintain a formal and transparent procedure to evaluate, select and appoint/re-
appoint Directors of the Listed Entity.
d. Establish and maintain a set of criteria for selection of Directors such as the

academic/professional qualifications, skills, experience and key attributes required for
eligibility, taking into consideration the nature of the business of the Entity and industry
specific requirements.

€. Establish and maintain a suitable process for the periodic evaluation of the performance of
Board of Directors and the Jt. Managing Directors of the Entity to ensure that their
responsibilities are satisfactorily discharged.

f. Develop succession plan for Board of Directors and Key Management Personnel of the
Listed Entity.

g. Review the structure, size and composition of the Board and Board Committees with regard
to effective discharge of duties and responsibilities.

h. Review and recommend the overall corporate governance framework of the Listed Entity

taking into account the Listing Rules of the Exchange, other applicable regulatory
requirements and industry/international best practices.

1. Periodically review and update the corporate Governance Policies / Framework of the Entity
in line with the regulatory and legal developments relating to same, as a best practice.
J- Receive reports from the Management on compliance with the corporate governance

framework of the Entity including the Entity’s compliance with provisions of the SEC Act,
Listing Rules of the Exchange and other applicable laws, together with any deviations/non-
compliances and the rational for same.

3. POLICY ON CORPORATE GOVERNANCE, NOMINATIONS AND RE-ELECTION

The Company is involved in trading in Tyres, Tubes & Flaps and other automotive products. Therefore,
structured and sound Corporate Governance is required to mitigate the risk involved and to provide added
value to its shareholders and other stakeholders.

The Company's Corporate Governance framework is designed to ensure robust management of relationships
and ongoing value delivery to its stakeholders. It incorporates core principles of accountability, participation,
and transparency. This comprehensive framework includes structures, principles, policies, procedures, codes,
and processes that uphold our Company's values and standards. It aims to balance the interests of shareholders
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with those of other stakeholders, including management, customers, suppliers, financiers, government, and
the community. The governance framework guides every aspect of management, from strategic planning and
internal controls to performance evaluation and public disclosure, thereby supporting the Company’s
objectives.

The Company holds itself accountable to the highest standards of Corporate Governance and provides public
accessibility to the information of the Company.

Corporate Governance has been institutionalized at all levels in the Group through a strong set of corporate
values which have been adhered to by the Senior Management and Board of Directors in the performance of
their official duties and in other situations which could affect the Company image.

The Company is committed to the highest standards of integrity, ethical values and professionalism in all its
activities. The Company set framework of Corporate Governance in line with Code of Best Practice on
Corporate Governance issued by the Institute of Chartered Accountants of Sri Lanka and the rules set out in
the Colombo Stock Exchange Listing Rules and also comply with the Country’s Legislative and Regulatory
requirement.

Corporate Governance System

The Board of Directors who are appointed by the shareholders are the ultimate governing body of the
Company having the highest decision making authority and overall responsibility for determining the strategic
directions of the Company. In all actions taken, the Board of Directors are expected to exercise their business
judgment considering the best interest of the Company. The Corporate Governance frame work is subject to
continuous reviews, assessments and improvements to provide best interest to its stakeholders.

Nominations and Re-election:

Board Appointment and Re-election of Directors

the Board follows a formal process to appoint Directors to the Board mainly through the recommendation of
the Nomination Committee. The Articles of Association of the Company require one third of the Non-
Executive Directors retire at each Annual General Meeting and the Directors who retire are those who have
served the longest periods after their respective appointments/re-appointments.

4. POLICY ON REMUNERATION

Introduction
This Remuneration Policy of governing bodies (” Remuneration Policy”) describes remuneration principles
and framework for the members of the Board of Directors of The Company.

The objective of the remuneration policy at The Company is to promote: -
-Implementation of the Company’s strategy

-Achieving Company’s long-term targets

-Development of positive shareholder value

-Individual accountability and fair remuneration

Decision-making process preparation and adoption of the Remuneration Policy

The Company's Board of Directors may manage the Company's remuneration plan itself, or appoint a separate
committee to manage the remuneration plan.
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The Board of Directors or a committee appointed by it for this purpose monitors and evaluates the
effectiveness of the Remuneration policy and the competitiveness of the remuneration of the Directors and the
Senior Management.

With regard to the Board of Directors, the monitoring and evaluation of the effectiveness of the Remuneration
Policy and the competitiveness of the remuneration may be assigned to a committee appointed for this purpose
by the Board of Directors.

The remuneration report prepared in accordance with the Remuneration Policy, is presented annually. The
Board of Directors or a committee appointed by the Board of Directors is responsible for preparation of the
remuneration report.

Conflicts of interest with regard to the decision-making processes, special attention shall be paid to ensuring
that remuneration decisions are fair and equal.

In case, the Board of Directors assigns the preparation of proposals for remuneration to a committee appointed
for this purpose by the Board of Directors, the decision-making of the committee shall take into account the
provisions concerning independence and conflict of interest of its members. The rules of procedure of the
committee shall specify the procedures regarding the role of a member of the Board in the decision-making
of the committee.

Remuneration of the Board of Directors

The remuneration of the chairperson of the Board - members of the Board shall fairly reflect the responsibility,
the amount of work and qualifications required for the role. Remuneration may vary based on position,
workload and responsibility, in proportion to the skills, duties and time required of the members of the Board
of Directors to perform their duties. The remuneration of the members of the Board of Directors, approved by
General Meeting, may consist of the following remuneration components: -

Directors to ensure they continue to support the Company’s annual business plans.
These can vary from year to year to reflect business priorities and typically include a balance of Group’s
financial performance measures (for example profitability and growth) and non-financial measures (for

example key operational, strategic, environmental, social, or other sustainability related measures).

Following the end of the year the Board of Directors reviews the performance and determines the extent to
which each of the targets have been achieved, to determine the final pay-out level.

Details of actual performance measures applied for each year and how they support the business strategy will
be disclosed in the annual Remuneration Report.

Independence of the Committee

The committee is independent from the management of the business and not involved in any business
operations. The scope of the Committee are;

a. The committee studies and recommends the remuneration policy of Directors & Key Management
Personnel.

b. Reviews the performances of Key Management personnel on periodic basis.
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The Committee recommends the remuneration based on the prevailing market rates and perquisites
applicable to the Key Management personnel of the Company and makes appropriate
recommendations to the Board of Directors for Approval.

The Committee also carries out periodic reviews to ensure that the remunerations are in line with
market conditions. The Remuneration Policy is to attract and retain best professional managerial talent

within the Company and also to motivate and encourage them to perform at the highest possible level.

The Group has a structure and professional methodology in evaluate the performance of employees.
The policy ensure equally and fairness between the various employees is maintained.

The Remuneration Committee reviewed the remuneration policy for Key Management Personnel and
was satisfied that the existing framework was satisfactory

5. POLICY ON RELATIONS WITH SHAREHOLDERS AND INVESTORS

Policy related to Shareholders and Investors

The objectives of the Policy are to promote:

1.

4.

Effective communication with shareholders is accordance with the Investor Relations Policy &
applicable regulations.

Ready access to balanced and clearly understandable information about the Company and corporate
proposals.

Provide prompt and proactive disclosure of all information relevant to all aspects of the company’s
operations.

Easy participation in general meetings.

Principles of Disclosure Policy

1.

The Company recognizes that effective communication with investors assists the creation and
maintenance of an informed market in the Company’s securities and enhances corporate governance
by encouraging a culture of transparency in relation to the Company’s corporate activities and
proposals.

The Company commits to promptly disclosing any information that may materially affect the value
of its securities to investors and the market via the CSE. Additionally, the Company will implement
measures to prevent selective disclosure, ensuring all stakeholders have equal access to information.

The Company, where appropriate, also provides relevant information to media organizations to ensure
the broadest possible communication with investors and the general market.

The Company encourages the development of effective communication tools to implement this
Policy. In particular, the Company encourages electronic communications and participation in general
meeting in accordance with this Policy.

The website of the company will be used to disseminate information. Information available on the
website includes Annual Reports, quarterly reports and other financial and material information.
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Policy on Risk Management

1. The company's risk management strategy is defined for each organizational area. Strategies may
include accepting the risk, halting activities causing exposure, mitigating the risk with appropriate
preventive or contingent measures, or transferring the risk to third parties. These strategies are
executed following the internal regulations developed by the company for effective risk
management.

ii. Reasonably ensure compliance with the objectives of each organizational area, including
operational, financial and non-financial objectives, communication of financial and non-financial
information, and regulatory compliance, through information and internal control systems based
on the principles of the RF reference framework.

1il. Informing transparently of the risk control systems, the main risks faced by the Group or that could
affect the achievement of its business targets, as well as of the tolerance levels.

iv. Retain high-probability low-impact risks and transferring low-probability high-impact risks to
third parties through the adoption of a framework for retention and transfer that shall materialize
by means of insurance contracts or other coverage measures.

Internal Controls Policy

Purpose:

The purpose of this risk management and internal control policy is to communicate The Company’s commitments to
managing enterprise-wide risks and to establish clear responsibilities for itself in order to maximize strategic and
operational achievement.

Scope And Context:
This policy applies to directors, management and staff of The Company.

The Company is committed to the formal, systematic and structured proactive management of risks across the
organization.

Risk is inherent in all aspects of the Company’s activities and whilst many of these risks cannot be eliminated,
they can, however, be identified, quantified and controlled. Risks that impact on the objectives of the Company
can offer both opportunity and threat. This policy is designed to provide The Company’s personnel with a
systematic framework in order to minimize threats and maximize opportunities to The Company.

Key Objectives:

a. This policy confirms that The Company is committed to implementing a strategic, consistent
and structured enterprise-wide approach to risk management in order to effectively manage
opportunities for gain and minimise the impact of threats causing losses.

b. This policy is aligned to reflect Risk Management — Principles and Guidelines which provides
the framework used to develop the The Company’s risk management framework.
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c. Risk will manifest itself in many forms and has the potential to impact the health and safety,
environment, community, reputation, regulatory, operational, and financial performance of The
Company and, thereby, the achievement of the organisation’s objectives.

d. By understanding and managing risk, The Company will provide greater certainty and
confidence for our stakeholders, The Company’s directors and employees, participants, and for
the communities in which The Company operate.

e. The Company will use our risk management capabilities to maximise the value from our assets,
projects, and other business opportunities and to assist us in fostering participation and/or
performance in our organisation.

f. Risk management will be embedded into our business activities, functions and processes. Risk
understanding and our tolerance for risk will be key considerations in our decision making.

g. Risk issues will be identified, analysed and ranked in a consistent manner. Common systems
and methodologies will be used.

h. Risk controls will be designed and implemented to reasonably assure the achievement of
organisational objectives. The effectiveness of these controls will be systematically reviewed
and, where necessary, improved.

1. Risk management performance will be monitored, reviewed and reported. Oversight of the
effectiveness of our risk management processes will provide assurance to executive
management, the Board and relevant stakeholders.

j.  The effective management of risk is vital to the continued growth and success of The Company.

4. Review Of Policy

The board should monitor the company’s risk management and internal control systems and, at least
annually, carry out a review of their effectiveness and report on that review in the annual report. The
monitoring and review should cover all material controls, including financial, operational and
compliance controls.

5. Access To the Policy

This policy will be available for viewing to any director or employee of The Company. In addition,
this policy may be made available to any third party at the discretion of the The Company’s Executive
Directors.

6. Risk Management Process and Procedures

The company’s risk management policy provides a system to manage the risks associated with its core
activities.
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7. Risk Management Requirements

a.

Risk management will be incorporated into the strategic and operational planning processes of
The Company;

Risk and the management of risk will be identified and monitored according to the Company’s
enterprise-wide risk management policy;

Risk assessments will be conducted on all new ventures and projects prior to commencement
to ensure alignment with the Company’s companies’ risk appetite and organisational
objectives;

Risks will be identified, reviewed and monitored on an ongoing basis as outlined in Sections
10 to 15 of this policy;

Risks will be assessed and evaluated against The Company’s Risk Management Framework

Relevant risks that are identified will be recorded within The Company’s risk management
register;

All risks will be assigned an owner whose responsibilities are specified in this policy.

8. Risk Management Framework

The group risk management plan is based on the Enterprise Risk Management - Integrated Framework.
This framework defines Enterprise Risk Management as:

“Enterprise risk Management is a process, effected by an entity’s Board of Directors, Management and
other personnel, applied in strategy setting and across the enterprise, designed to identify potential
events that may affect the entity, and manage risks to be within its risk appetite, to provide a reasonable

assurance regarding the achievement of entity objectives”.
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8.1 ELEMENT OF THE RISK MANAGEMENT FRAMEWORK

8.1.1 Internal Environment
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The first step is to prepare the internal environment of an organization for the ERM implementation.
This would involve the preparedness of the organization from board level to lower level for the ERM.
Organization would define

a. Risk Management Philosophy and risk appetite
b. Establishing a code of conduct and whistle blower policy
c. Assign responsibility and authority

8.1.2 Objective setting

The ERM requires that the organization mission, its strategic objectives, derived objectives be aligned.
Further, derived objectives should also reflect that they are in line with the overall organizational
objective.

The strategic objectives thus translate into operational, reporting, and compliance objectives. Such and
alignment facilitate further steps of events/risk identification, risk assessment and mitigation.

8.1.3 Event identification

This is identification of the events which may affect the entity positively or negatively in achieving its
objectives. Such events can be classified as risks and opportunities depending on their impact.

8.1.4 Risk assessment

Once events/risks are identified, the next step is assessing the risk in terms of their impact on the
objectives and likelihood of such an impact. This is done by assigning qualitative and quantitative
values to each risk events and its likelihood. All risk events need to be first evaluated on an inherent
basis (considering their impact assuming that there is no remediation or response mechanism). this risk
should also be assessed after consideration of the available response mechanism to assess their residual
risk. Such assessment would facilitate in risk ranking and subsequent prioritization of remediation.

Risk assessment rationale

Risk rating is based on the combinations of ratings for significance and likelihood.

Likelihood Possible Remote

Moderate
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Risk assessment rationale - Definitions

Likelihood

Conditions within the environment
indicate that an event could occur in
the immediate future

Serious impact on operation,
reputation, earnings or
shareholder value

Medium

Possible Conditions within the environment
indicate that an event could occur in

the short-term future

Significant impact on operation,
reputation, earnings or
shareholder value

Conditions within the environment
indicate that an event could occur in
the long-term future

Less significant impact on
operation, reputation, earnings
or shareholder value

Risk Matrix

The Board of The Company has approved the following risk matrix

Likelihood

Remote Likely

High Moderate Higher Higher

Low Lower Moderate

8.1.5 Risk Response

Management needs to evaluate each risk based on its gross risk and develop or identify existing
response mechanism to ensure that the net/residual risk is within the risk tolerance level of the
company. Management also should perform a cost benefit evaluation of the risk responses. Response
to the risk can be avoid, reduce, share, accept.

8.1.6 Control Activities

Risk response is the starting point of risk mitigation. However, risk can be mitigated only when the
response is implemented. Similarly, responses across the organization at various levels should also be
implemented. Controls are activities which ensure that the risk response is implemented for the
identified risks. Thus, each of the risk response would have a control activities like reviews, approvals,
authorizations, policy and procedures, segregation of duties etc.

8.1.7 Information and communication

Information and communication flow has to be smooth and efficient throughout all other phases.
Management needs to develop efficient information flows within and outside the organization.
Information should be effectively communicated throughout the organization from top to bottom and
otherwise. There should be an adequate escalation mechanism.

8.1.8 Monitoring Activities

Management should take steps to ensure that there is an adequate monitoring of the activities, to ensure

that the risk response mechanisms and control activities are ensuring the objectives are achieved.
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Monitoring mechanisms need to be instituted internally and at periodic intervals by way of external
assessments. External assessment would provide an assurance that the internal monitoring is working
effectively. In addition to monitoring mechanisms, there should also be adequate escalation of
significant issues to middle, senior management and Board of Directors.

9. Risk Management Compliance And Control

In developing a culture of risk management, The Company’s senior management is responsible for appropriate
responses to manage risk, aided by the risk action plans.

To enable this, The Company:

a. has implemented a systematic process to assist in the identification, assessment, treatment and
monitoring of risks;

b. provides the necessary tools and resources to senior management and employees to support the effective
management of risks; and

c. reviews and communicates risk management best practice on a regular basis.

10. Assessment Of Effectiveness

The Company assesses the effectiveness of its risk management plan through structured continuous
improvement processes to ensure risks and controls are continually monitored and reviewed. This includes
ongoing feedback loop via regular senior management meetings and appraisal of risk owners’ actions taken to
manage risks via employee performance management.

11. Reporting Requirements

The Company’s senior management via The Company’s Jt. Managing Directors ensures that the Board
is adequately informed of significant risk management issues and the actions undertaken to manage
risks on a regular basis. The following reporting process is in place:

a. A “top ten” list of major risks (as agreed by the Board) to be discussed at monthly management
meetings (fixed agenda item), together with any new or emerging risks.

b. The Board will be updated at each meeting through the Jt. Managing Directors Board report.

c. The Board to be briefed on all major risks by the Jt. Managing Directors at each Board meeting.

12. Risk Management Responsibilities
12.1. The Company
The Board of The Company is responsible for overseeing the establishment (and implementation via
management) of risk management systems and reviewing the effectiveness of these systems.
The Board’s role in relation to risk includes:

a.  overseeing the creation, implementation and maintenance of the risk management system of
The Company and its internal control framework, including information systems;
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j.

establishing a risk profile for The Company setting out both financial and non-financial
material and/or strategic risks facing The Company;

reviewing the effectiveness of The Company’s implementations of its risk management
systems and internal controls on an on-going basis and reviewing the outcome of any non-
financial audits;

seeking to reach a common understanding with management and auditors about the risk
management process, key financial and regulatory risks and related controls including
focusing on the “key” risks which are considered to be currently, or may in the future be,
more significant or more likely to occur;

analyzing the effectiveness of The Company’s risk management and internal compliance
systems and the effectiveness of their implementation;

developing an understanding of the overall business environment, relevant laws and codes of
importance to The Company and the programs/projects that The Company has in place to
provide reasonable assurance of compliance;

reviewing The Company’s health and safety at work policy and ensuring regular reporting to
the Board on issues related to workplace health and safety;

ensuring that the Jt Managing Directors state in writing to the Board annually that the
statement given to the Board that The Company’s financial reports present a true and fair
view, in all material respects, of The Company’s financial condition and operational results
and are in accordance with the relevant accounting standards, are founded on a sound system
of risk management and internal compliance and control which implements the policies
adopted by the Board;

ensuring that the Jt. Managing Directors state in writing to the Board annually that The Company’s
risk management and internal compliance and control system is operating efficiently and effectively
in all material respects; and

reviewing insurance coverage and claims trends;

12.2 Audit Committee / Risk Management Committee

The Company’s Audit Committee is responsible for the review of Risk. The Committee is comprised
of the 3 independent non-executive directors who are appointed by the board of directors.

It is responsible for:

a.

implementation of the principles, actions and requirements of the risk management plan and
monitoring its implementation within The Company;

provision of the necessary tools and resources to identify and manage risks;

review of risks on a quarterly basis, including identification of new risks, changes to existing
risks and retirement of previously identified risks (through a formal decision-making process);

the manner in which ownership of risks is taken by senior management or others in accordance
with function or expertise;

regular reporting of the status or risk items to the Board,;
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f. appraisal of risk owners’ actions taken to manage risk and correction of inappropriate
performance;

internal compliance and control systems for the implementation of the risk management plan;
h. consideration of non-financial audits; and

i.  compliance with regulatory requirements and best practice.

12.3 The Company’s Jt. Managing Directors

The Jt. Managing Directors are responsible for:
a. Identifying legislation, policy and guidelines affecting risk management practices at The Company;
b. Providing assistance and support throughout The Company for risk management;
c. Organising appropriate risk management education and training for The Company’s staff; and

d. Monitoring the implementation of the The Company’s Risk Management Framework across the
organisation.

12.4 The Company’s Managers / Senior Staff
Senior management will be responsible for:

a. championing the roll out of the The Company’s Risk Management Framework into The Company’s
operations;

b. ensuring staff understand their responsibilities with respect to operational risk management; and
c. developing a risk aware culture within their area of responsibility.

d. Advising the Jt. Managing Durectors of needs for any training, development and facilitation;

12.5 Risk Owners
Risk owners are responsible for:
a. Identifying existing controls to help manage the risk;

b. Developing treatment plans to reduce the likelihood and/or impact of the risk; Monitoring the
implementation of the treatment plans and reporting on their effectiveness and outcomes; and

c. Monitoring and alerting senior management of significant changes in risk status.
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13. RISK GRADING CRITERIA

The Board of The Company has resolved that risk be assessed over the following categories in relation to impact

Stratesic Risk *Relates to future business plans and strategies which include risks associated with
g market & industry, demand for products, threat of competitor, technology changes, etc.
Operational * Arising from the execution of business operations. Stock management, supply chain
Risk management, etc.

Legal/
Compliance *Relates to possible adverse effect due to non-compliances with regulators.
Risk

*New entrants into the markets, rivalry among existing players, variation in consumer

BUSEE spending patterns and effects of weather conditions, etc.

Human

Resource Risk * Arises as a result of failure to attract, develop and retain skilled workforce.

Principal Risk *Loss of customers/suppliers due to intense competition.

Environmenta/

. . * Possible adverse effects due to The Company's 2 locations are covered under this.
Location Risk

Reputation » Unhappy customers, product failures, negative press or lawsuit which can adversely
Risk impact a company's brand reputation.

Health &

Safety Risk * Potential harms to employees when performing their duties.

Fraud Risk *Possibilities of losing company's assets due to fraud.

Financial Risk *Inability to meet financial obligations which include sub categories of "Market
Risks", "Liquidity Risk" & "Credit Risks"
Credit Risk * Arise due to the non-payment by customers of The Company

Liquidity Risk » Compromising its operation due to not properly maintaining working capital

* Arising from the volatilities in market which include sub categories of "Foreign

L ENEGLTEES Exchange Risk", "Interest Rate Risk" & "Inflation Rate Risk"

Foreign

Exchange Risk * Arising from fluctuation of foreign exchange rate is covered under this.

Interest Rate
Risk

Inflation Rate * Upward movements in inflation rates deteriorate the purchasing power of customers
Risk and increase the Company’s cost base.

* Arises due to adverse movement of interest rates in the market.
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6. POLICY ON ENVIRONMENTAL, SOCIAL AND GOVERNANCE SUSTAINABILITY

Environmental Protection

The Directors, to the best of their knowledge and belief are satisfied that the Company has not engaged in any
activities, which have caused adverse effects on the environment and it has complied with the relevant
environmental regulations.

Environmental Responsibility

The Company’s main supplier and principal is Bridgestone Corporation. The Bridgestone Environmental
Mission Statement published in 2011 carries their unchanged aspiration: “to help ensure a healthy
environment for current and future generations....”

In order to exist “in harmony with nature,” the Bridgestone Group continues to develop and utilize
technologies that “value natural resources” while addressing the urgent matter of global warming through
efforts to “reduce CO: emissions” based on the Environmental Mission Statement.

Sustainable Materials

The Bridgestone Group is working toward its goal to minimize resource depletion by implementing
sustainable resource use through promoting technological innovation and business innovation. The Group
has set the goal of using “100% sustainable materials” in its products as the long-term environmental vision
for 2050 and beyond.

The Bridgestone Group defines sustainable materials as those that:

(1) come from resources with a continual supply;

(2) can be used as part of the Group's business over the long term; and

(3) have a low environmental and social impact over their lifecycle from procurement to disposal.

Actions towards 100% sustainable materials
The Group has established three main actions throughout its value chain to reduce, circulate (reuse, and
recycle) resource and to widen and diversify renewable resources.
1. Reduce raw material consumption (Examples) - Weight-savings technologies, Durability improving
technologies, Reduction of manufacturing process losses
2. Recycle resources and use effectively (Examples) - Retread technologies and solutions, Recycled
rubber and recovered carbon black
3. Expand and diversify renewable resources (Examples) - Natural rubber productivity improvement
technologies, Diversified natural rubber supply sources (guayule), Development of bio-derived raw
materials

Carbon Footprint Reduction

The Bridgestone Group believes the demands of society and customers to reduce CO> emissions will
continue to increase in the future, given the need to respond to climate change. Toward its goal of carbon
neutrality for 2050 and beyond, the Group is working to concurrently enhance its contribution to

CO; reduction and to minimize CO; emissions.

It will contribute to CO; reduction in the processes of raw-material procurement, distribution, customer use,
and reuse and recycling while providing solutions based on Dan-Totsu Products and Dan-Totsu Service.
Together with its customers and partners, the Group will contribute to the reduction of CO> emissions in
society as a whole and will also differentiate itself and strengthen its competitiveness by helping its
customers reduce their CO2 emissions and become carbon neutral.
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The Company itself strives to be environmentally friendly in Sri Lanka by participating in Recycling
programmes, reducing usage of paper by digitising wherever possible, and inculcating a culture of less
waste.

Social Commitment

Employee Welfare:

The Company’s commitment to employee welfare goes beyond legal requirements. We provide a safe and
healthy work environment, prioritize employee well-being, and offer continuous training and development
opportunities.

Community Engagement:
The Company has historically maintained relationships with many Approved Charities to uplift the
community, and continues to contribute to them on an ongoing basis.

Supplier and Partner Relationships:

The Company believe in fostering ethical practices throughout our supply chain. Our suppliers and business
partners are expected to adhere to our standards for responsible sourcing and fair labour practices. Regular
audits and assessments ensure that our entire value chain upholds the principles of social responsibility,
creating a network of trusted and responsible collaborators.

Governance Integrity

Transparency and Accountability:

Transparency is a cornerstone of our governance framework. The Company provides regular and
comprehensive reports to stakeholders, detailing our performance, initiatives, and challenges. This
commitment to openness fosters trust among our investors, customers, and the wider community, reinforcing
our dedication to accountability.

Board Diversity:

The Company recognizes the importance of diverse perspectives in decision-making. Our Board of Directors
comprises individuals from varied backgrounds, genders, ages, experiences, and skill sets. This diversity
enhances our ability to navigate challenges, capitalize on opportunities, and make well-informed decisions
that reflect the interests of our diverse stakeholders.

Compliance and Risk Management:

The Company maintain rigorous compliance standards, ensuring adherence to all relevant laws and
regulations. Our robust risk management processes allow us to identify and address potential issues
proactively. Regular internal and external audits help us maintain the highest standards of governance,
protecting the interests of our stakeholders and ensuring the long-term sustainability of our business.

Continuous Improvement:

The Company actively seek feedback from stakeholders, participate in industry forums, and stay abreast of
emerging best practices. Regular reviews of our policies and practices enable us to adapt to changing
circumstances, technological advancements, and societal expectations, ensuring that our commitment to
sustainability remains at the forefront of our business strategy.
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7. POLICY ON CONTROL AND MANAGEMENT OF COMPANY ASSETS AND
SHAREHOLDER INVESTMENTS

a. Comply with current legislation, internal regulations, and dissemination of criteria on asset protection
Comply with the legal requirements in force regarding asset protection.

b. Developing the necessary internal regulations to establish behaviour standards for the entire Company,
promoting the dissemination of criteria for asset protection, and making a common framework for
action possible.

c. Contribution to creating awareness of asset protection Carryout training and dissemination activities
related to asset protection so employees can look out for their own security as well as that of other
Company assets in their corresponding scopes of responsibility.

d. Information coordination Establish and maintain internal and external communication channels that
enable us to be aware of the asset protection status in the countries where the Company is present.

e. Continuous improvement Establish objectives for improvement and goals for asset protection
systematically, assessing performance and applying the necessary corrections to achieve the proposed
goals, establishing verification, auditing, and control processes to ensure the objectives are met.

8. POLICY ON CORPORATE DISCLOSURES
a. The internal framework for disclosing material information is as follows:

1. Timely Information Disclosure in Accordance with the Rules of the CSE
Company Secretary is responsible for the timely information disclosure, and he or she designates the general
manager of the Corporate Communications Department to be the person in charge of managing information
on a day-to-day basis.

2. Disclosure of Information Not Covered by the Rules of the CSE
Apart from the timely information disclosure stipulated by the CSE (as described above), The Company also
provides information as required by applicable laws and regulations. Various types of material information,
such as those outlined below, are determined by executive officers and individual departments in charge after
discussion and deliberation with other relevant departments, and information is then disclosed in accordance
with applicable laws and regulations.

(1)Disclosure based on the CSE and listed security regulations (corporate governance report)

(2)Disclosure based on the Financial Instruments (financial statements, quarterly reports, internal control
report, extraordinary reports, etc.)

(3)Disclosure based on regulations at CSE, etc. (annual reports, etc.)

b. Others;

1. Market Rumors
In general, The Company does not respond to inquiries regarding market rumors. However, in some case, The
Company may respond to a rumor when not responding could have serious ramifications for the company.

2. Avoidance of Selective Disclosure
Selective disclosure is the disclosure of material, nonpublic information to any individual or group prior to
the broad public dissemination of that information. Selective disclosure is against The Company’s company
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policy unless the people or groups to whom nonpublic information is disclosed are covered by confidentiality
or nondisclosure agreements.

Corrections to this Corporate Disclosure Policy

The Disclosure Committee must deliberate and authorize any corrections made to this Corporate Disclosure
Policy. However, for minor corrections, the committee secretariat may make the corrections by attaining the
approval of the Disclosure Committee chair.

9. POLICY ON RELATIONS WITH SHAREHOLDERS AND INVESTORS

The Board recognises that it needs to engage with its shareholders and provide them with appropriate
information and facilities to allow them to exercise their rights as shareholders effectively.
This includes:
a. giving shareholders access to information about the Company through the Colombo Stock
Exchange.
b. communicating openly and honestly with shareholders;
c. encouraging and facilitating their participation in meetings of shareholders.

The purpose of this policy is to outline how the Company will provide shareholders and other investors with
information about itself and its governance, and to outline the Company’s investor relations program.

References in this policy to communicating and interacting with shareholders includes, where securities are
held by a custodian or nominee, communicating or interacting with the beneficial owner of the securities.

General meetings

The Company recognises that general meetings are an important forum for two-way communication between
the Company and its shareholders. The meetings provide the Company with an opportunity to impart to
shareholders a greater understanding of its business, governance, financial performance and prospects, as well
as to discuss areas of concern or interest to the Board and management.

The meetings also provide shareholders with an opportunity to express their views to the Company’s Board
and management about any areas of concern or interest for them.. The Company endeavours to actively engage
with shareholders at its general meetings, and encourages attendance and participation at its meetings. The
Company provides information in the notice of meeting that is presented in a clear, concise and effective
manner.

10. POLICY ON WHISTLEBLOWING
Objective

1. The receiving of whistleblowing regarding corruption, misdeed and misconduct of regulations of The
Company is processed appropriately, efficiently and complies with good corporate governance principle.

2. Employees and any parties acting on behalf of The Company conduct the business lawfully, transparently,
fairly and verifiably by following applicable laws, good corporate governance guidance, business ethics
and regulations of the Company.

3. Any person willing to report The Company on misconduct of operation or suspicious of misconduct made
by a director, employee or person acting on behalf of The Company.
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4. The informants or Whistle Blowers or persons assisting The Company honestly are appropriately and
fairly protected and prevented from maltreatment caused by raising the whistleblowing.

5. The concerned persons are prevented from any risk and damage arising from breach of laws, business
ethics or acts of a director, executive and employee of The Company.

Scope of Whistleblowing

The Company personnel or any person acting on behalf of The Company may be the respondent under this
policy if he or she commits a misconduct.

Whistleblowing Investigation

1.

The whistleblowing recipient is to investigate and verify the validity or assign reliable persons or
divisions to verify the validity.

The preliminary investigation should reach a conclusion within 30-60 days, depending on its
complicacy.

After the investigation is finalized, progress reports are also made to the Whistle Blowers within seven
days if their identities are identified.

The whistleblowing recipient or the assigned person can invite any Company personnel to provide
information or send any relevant documents for investigation.

If the investigation results that the misconduct is committed, The Company will proceed as follows:

If the misconduct regards to breach of laws, rules, regulations or code of conduct, the case is to be
proposed with opinion and correct guidance to The Company’s authorized person to consider. The
case which is considered material such as having impact to reputation or financial performance of The
Company, conflict with the business policy of The Company, or related to executives of The Company
is to be proposed to the Audit Committee or the Board of Directors for their consideration.

If the misconduct brings damage to any party, The Company is to propose appropriate and fair remedy
measurement.

11. POLICY ON ANTI-BRIBERY AND CORRUPTION

Scope of the Anti-bribery & Corruption Policy (the ‘Policy’)

This Policy applies to all Employees and Third Parties regardless of geographical location and provides the
minimum standard of behaviour expected from them. On the basis that this Policy is based on Sri Lankan anti-
corruption laws, it provides a very high standard of compliance and is therefore likely to meet most local
standards. Nevertheless, The Company recommend that Employees familiarise themselves with the applicable
anti-corruption laws in each jurisdiction in which they conduct business on behalf of The Company.
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12. POLICY ON INTERNAL CODE OF BUSINESS CONDUCT AND ETHICS FOR ALL
DIRECTORS AND EMPLOYEES, INCLUDING POLICIES ON TRADING IN THE ENTITY’S
LISTED SECURITIES

This Code sets out written standards that are designed to deter wrongdoing and to promote:

a) Honest and ethical conduct, including the ethical handling of actual or apparent conflicts of interest between
personal and professional relationships;

b) Avoidance of conflicts of interest with the interests of Element, including disclosure to an appropriate
person of any material transaction or relationship that reasonably could be expected to give rise to such a
conflict;

c¢) Confidentiality of corporate information;
d) Protection and proper use of corporate assets and opportunities;
e) Compliance with applicable governmental laws, rules and regulations;

f) The prompt internal reporting of any violations of the Code to an appropriate person or person identified in
the Code;

g) Accountability for adherence to the Code;
h) The Corporation’s culture of honesty and accountability.

This Code provides guidance to directors, officers and Employees of Element, to help them address and
resolve ethical issues and provides mechanisms to report unethical conduct.

The Company expects all directors, officers and Employees to comply with the Code, and The Company
committed to taking prompt and consistent action against violations of the Code. Violation of the standards
outlined in the Code may be grounds for disciplinary action up to and including termination of employment
or other business relationships. Employees, officers and directors who are aware of suspected misconduct,
illegal activities, fraud, abuse of the Company’s assets or violations of the standards outlined in the Code are
responsible for reporting such matters. While covering a wide range of business practices and procedures, this
Code cannot and does not cover every issue that may arise or every situation in which ethical decisions must
be made, but rather sets forth key guiding principles of business conduct that Element expects of all of its
directors, officers and Employees. This Code should be read in conjunction with Element’s other corporate
policies and procedures, including those related to corporate disclosure and the protection of confidential
information.

Because rapid changes in our industry and regulatory environment constantly pose new ethical and legal
considerations, no set of guidelines should be considered to be the absolute last word under all circumstances.

Basis of Code of Conduct
The Code is founded on the following principles;

i.  Allegiance to the Group and upholding of its Values.

23

Company Policies — v. 3 — approved by the Board on 26.07.2024.
The Board reserves the right to change these policies if required; either due to statutory guidelines or due to other Best Practices.



1l.

iil.

1v.

Compliance with the laws and company Rules and Regulations applying in the territories that the
Group operates.

The conduct of business in an ethical manner at all times and in line with acceptable business practices.

The exercise of professionalism and integrity in all business and “public” personal transactions.

Fair Dealing

1.

ii.

1il.

In carrying out their duties and responsibilities, Employees/ Directors must endeavour to deal fairly and should
promote fair dealing by the company, its employees and agents with all its external stakeholders, including
Customers, Suppliers and Competitors.

No employee/ Director should seek to take unfair advantage of anyone (including The Company) through
manipulation, concealment, abuse of privileged information, misrepresentation of material facts or any other
unfair practice.

Are committed to treat all the employees equally at all levels without any discrimination on gender, colour, race,
religion, Nationality, Political opinion and Social ethnic origin

Conflict Of Interest

il.

All Employees/ Directors must be sensitive to any activity, interest or relationship that in the mind of
a reasonable person, may interfere, or appear to interfere with their ability to act in the best interest of
the company.

In order to meet their business relationships as transparent as possible, all Managers and above level
must at the beginning of each calendar year and not later than the 31 January, make a Declaration of
all their business interests which may conflict with business of the Group whether in the form of a
material shareholder, advisor, agent or other commercial capacity to the following persons.

“Business interests” include business interests of the spouse or similar relationship and any dependent
children.

1.

il.

1il.

All Managers of the Group, irrespective of the level must declare any conflict of interest concerning
any decision or contract which is required to be made by him alone or in a Committee. If an employee
declares a conflict of interest concerning a decision, he shall advice his supervisor in writing and
volunteer to absent himself from making such decision or the discussion and shall abstain from voting
on such a decision when necessary.

If offered an official or professional position outside of The Company, which in the opinion of a
reasonable person may give rise to a temporary or permanent conflict of interests, the subject employee
shall inform his Chairperson /Director as the case may be in writing and seek approval.

Any work undertaken by an employee outside working hours should not be in conflict with any of the
Group businesses, should not contravene the Values and not interfere with their work, commitment,
dedication expected from an employee and should not require time and attention during working hours,

in preparation or otherwise. All requests for working outside the period required for the job function
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1v.

would require the approval of the Jt. Managing who may be in his discretion grant permission in terms
of this Code.

Reference is drawn to the Anti-Fraud policy of the Group.

Confidentiality And Insider Information

il.

iii.

1v.

V1.

All Employees/ Directors shall, at all times, respect the confidentiality of sensitive information
available to them by virtue of their positions in the company and in the Group. Employees/ Directors
shall not divulge any such information to any organization or person who is not entitled to such
information, other than in terms of the law, without the express permission of the relevant authority

Employees/ Directors, who in their course of duties have direct or indirect access to “insider”
information, shall not make use of this information to carry out or advise on, either in favour of or
against, transactions involving The Company.

“Insider Information” shall mean information that has not been made public and involves particulars
about The Company or any of its Subsidiary or Associate Companies and which, if made public, would
have a perceptible effect on the value of these companies.

Employees/ Directors, particularly those involved with the Finance and Accounting Function, as a
general rule, must refrain from purchasing and/or selling shares of The Company or any of its
subsidiaries, during the quarterly and year end Financial Accounts preparation period or during times
when discussions are taking place on a new investment and where the employee concerned has been a
participant and has knowledge of the future cash flows / profitability of such envisaged investments.
All employees/ Directors, regardless of designation are liable to found guilty of insider trading if in
breach of the applicable laws and The Company refer you to the law in that regard.

Connected persons should not trade, borrow, or lend the securities of the Company 3 Working Days
prior to or 3 Working Days following the release of information or release of Financial Reports of the
Company.

Directors of the listed Companies are also governed by the Voluntary Code of Dealing of the Colombo
Stock Exchange. Any trades in applicable company shares must be immediately notified to the
Company Secretary for further notification to the Colombo Stock Exchange.

Gifts And Entertainment

1l.

Employees/ Directors shall not accept gifts or favours in whatsoever form from Clients, Service
Providers, Customers and Business Associates of the company, if it was possible in the part of a
“reasonable person” to conclude that the acceptance of such gifts or favours could directly or indirectly
affect his independence in decision making and conduct as an Executive (employee/ Director).

Employees/ Directors shall not accept a gift or favour if it could be seen by other as a consideration
for an official or business favour.

Compliance With The Law
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il

iii.

iv.

Employees/ Directors shall ensure that all regulatory and statutory obligations are observed at all times.

Employees/ Directors shall ensure that the Accounts, Reports and public Documents of The Company
are accurate and are not designed to be deliberately misleading.

Should the need arise, Employees/ Directors shall co-operate fully with regulatory bodies charged with
conducting any investigation in full conjunction and knowledge of their relevant Director.

Employees/ Directors are encouraged to seek the assistance of The Employers Federation of Ceylon
in this respect.

Employees/ Directors shall respect one another. The Company is committed to protect the employees’/
Directors right to dignity. In this context, amongst other measures, the Company is committed to
creating an environment free from all forms of sexual harassment and any form of sexual harassment
will be considered an act of misconduct.

Behaviour In Public

il.

Employees/ Directors shall, at all times, particularly in public, conduct themselves in a manner that
upholds the dignity of their position and the image of The Company and the company they represent.

Employees/ Directors shall not make any media statements and public utterances/interviews on any
issue involving the Company. However, Jt. Managing Directors may make media statements with the
written concurrence of the relevant Executive Directors.

Other Obligations

il.

1il.

1v.

Employees/ Directors shall use reasonable endeavours to attend all Committee Meetings and Inquiries
and in defending and prosecuting the interests of the company in courts, tribunals, inquiries. Members
in Operating Committees and Boards shall be prepared to commit sufficient time and energy to attend
to Company business.

Members in Operating Committee and Boards shall be prepared for meetings, having read pre-
circulated material before the meetings. All Employees/ Directors should be punctual.

Regardless of their personal viewpoint, Members in an Operating Committee or a Board shall not
speak against, or undermine Committee / Board solidarity, once a Committee / Board decision has
been made.

The contribution of Members in Operating Committee and Boards to discussions and decision making
shall be positive and constructive.

Members in Operating Committees and Boards shall ensure compliance with prescribed levels of
authority in sanctioning any relevant expenditure.
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vi.  All Employees/ Directors are expected to bring to the notice of the Chairperson, via Chairperson Direct
e-mail address any conduct which he/she reasonably believes is contrary to this Code.

vii.  All Employees/ Directors are expected to safeguard the reputation, image and credibility of the
company and the Group and to refrain from conduct which would adversely affect or undermine such
reputation, image and credibility.

viii.  Are committed to maintain the highest possible standard on occupational health and safety complying
with applicable National and local legislations.
iXx.  Are committed to ensure to maintain all the factory operations are compliant with the applicable
National & Local environment laws.
Xx.  Are committed to ensure all the relevant export and import activities are compliant with applicable
customs laws.
Waiver

» An Employee/ Directors who has concerns regarding compliance with this Code should raise those

concerns with the Chairperson, or person nominated by him/her, who will determine what action, shall
be taken to deal with the concern. In the extremely unlikely event that a waiver of this Code for an
Employee/ Director would be in the best interest of the Company, it must be approved by the
Chairperson.
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