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PROSPECTUS

This Prospectus is dated 14 Dctober 2010

This Prospectus has been prepared by Merchant Bank of 5ri Lanka PLC [MBSL) on behalf of Laugfs Gas
Limited (the Company) from the information supplied by the Company, its Directors and which is
publicly available. The Company and its Directors having made all reasonable inquiries, confirm that
to the best of their knowledge and belief the information contained herein is true and correct in all
material respects and that there are no other material facts, the omission of which would make any
statement herein misleading. While MBSL has taken reasonable care to ensure full and fair disclosure,
MEBESL does not assume responsibility for any investment decision made by the investors based on the
information contained herein. In making an investment decision, prospective investors must rely on

their own examination and assessments of the Company, including the risks involved.

Mo person is authorized to give any information or make any representation not contained in this
Prospectus and if given or made, any such information or representation must not be relied upon as
having been authorized by MBSL or the Company.

The Colombo Stock Exchange (CSE) has taken reasonable care to ensure full and
fair disclosure of information in this Prospectus. However, the CSE assumes no
responsibility for the accuracy of the statements made, opinions expressed or
reports included in the Prospectus. Moreover, the CSE does not regulate the pricing
of the shares, which is decided solely by the Company / Issuer.
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REGISTRATION

A copy of this Prospectus has been delivered to the Registrar of Companies of Sri Lanka for registration in accordance
with the provisions contained in the Companies Act Mo, 07 of 2007, The following documents were attached to the
copy of the Prospectus delivered to the Registrar of Companies:

R OFE F B O»

The written consant of the Bankers to the Company and the Bankers to the |ssue

The written consent of the Auditors/Reporting Accountants to the Company

The writhen consent of the Lawyers to the Company

The written consent of the Managers and Registrars to the [ssue

The written consent of the foint Placement Agents to the lssue

A declaration made by esch of the Directors of the Company confirming that each of them hove read the
provisions of the Companies Act refating to the issue of the Prospectus and that those provisions have been
complied with.

In terms of the provisions contained in the Companies Act,

*

The Bankers to the Company and the Bankers (o the Issue have given and have not before the defimry of a copy
of the Prospectus for registration withdrawn their written consent for the inclusion of their names as Bankers to
the Company and the Bankers to the lssue in the Prospectus.

The Auditors/Reporting Accountants ta the Company have given and heve not before the delivery of a copy of
the Prospectus for registration withdrawn their written consent for the mclusion of their name a3
Auditors/Reparting Accountants to the Company and for the inclusion of their report/statements in the form and
context in which it is included in the Prospectus.

The Lawyers to the Company have given and have not before the dellvery of a copy of the Prospectus for
registration withdrawn their written consent for the inclusion of their name as Lawyers to the Company in the
Prospactus.

The Managers and Hegistrars to the lssue have given and have not before the delivery of a copy of the Prospectus
for registration withdrawn their written consent for the inclusion of their name as Managers and Registrars to the
Issue and for the inclusion of their statements/declarations in the form in which it is induded in the Prospectus,

in addition to the above,

The loint Placement Agents to the izsue have given and have not befare the dellvery of a copy of the Prospectus
for registration withdrawn their written consent for the inclusion of their names as Joint Placement Agents in the
Prospectus.

This Prospectus has not been registered with any authority autside Sri Lanka
This issue as contemplated in this Prodspectus it made in 56 Lanka and 5 subject to the exclusive jurssdiction of the
courts of 5 Lanka.
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GRAPHICAL FORM OF LAST 5-YEARS' PERFORMANCE
14.3% CAGR on Gas sales during the last 5 years

T Storage Capacity vs Sales
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During the last 5 years (FY2005/06 - FY2009/10) gas sales increased from 2,313 Metric Tons [MT) to
3,949 MT per month in FY 2009/10 with a Cumulative Annual Growth Rate (CAGR) of 14.3% (ie
27, 756MT for the FY2005/06 vs. 47388MT for the FYZ009/10). The reasons for the growth are
penetrating into competitor market segments, pricing strategy and the gradual growth of the industry.
However the price sensitiveness and availability of substitutes have been the key concerns which may
have a reduce impact for Laugfs in future.

Stable assets growth for sustainable performance

LER nailljan Total Assets Growth
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Sowrce: Audited Financial Statements of LGL Group
Assets of the Laugfs Gas Limited and the group have nurtured to higher numbers during a short time
span. Implementing aggressive business expansion strategies within the Gas Industry and the
diversification into many other business ventures are the key driving forces behind the assets growth.
LGL is expected to grow in the same path of business expansion while there could be several growth
strategies to realize in future.
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Revenue CAGR of 33% to unleash market opportunities
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Souree: Audited Financinl Statements of LGL Group
Growth prospects from many business segments and new ventures were pressing the organisation for

growth whilst providing reasonable cash flows for the investors. Revenue CAGR of 33% is Impressive,
given the economic conditions prevailed in the world and the diluted impacts to Sri Lanka in 2006/07
and late 2007 /08, Nevertheless, dawn of a decade in the post war era and Laugfs ability to seize
market opportunities will be the success factors in the way forward.

Consistency in GP margin growth
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Gross Profit marging were 9.24% in FY2005/06, which grew to 18.7% in FY2009/10 to reach a notable
LKR1billion mark. The new ventures on tourism sector are anticipated to improve marging given the

room capacity within the island is limited. Further, in an economic turnaround organisations that

stood the storm will benefit more than a new entrant. Nevertheless, it is important to note that the
Financial Statements of LGL Group for FY2009/10 has been gualified by the auditors regarding

deferred cost of sales.
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EBITDA cumulative annual growth is 48% for last 4 years
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Eomree: Airdfted Finmoeiel Statements of LGL Group
Earnings before Interest, Tax and Depreciation and Amortisation (EBITDA) are growing on a higher
scale than revenue, as economies of scale, industry maturity and product life cycles switching to a
different elevation. The EBITDA drop of 27% in FYZ007 /08 has seen a spinning edge in FY2008/09
since the execution of the Pricing Formula Agreement between the Company and Consumer Affairs
Authority (CAA) on 28 December 2007 pursuant to the order given on 20 August 2007 in the Supreme
Court Application No. 163 /2007 (Laugfs Gas (Pvt) Ltd vs CAA and others).

Impressive investor acuteness

The following table illustrates the Earnings Per Share (EPS) and Net Assets Value per share [NAV)
based on the Audited Financial Statements of the LGL Group and the EPS and NAV after adjusting for
capitalisation of reserves and share split.

EY2005/ | EY2006/ | EY2007/ EY2008/| FY2009/
06 oz 08 03 10

EP5 [after adjustments on shares) 0.26 0.26 [0.33) 0.94 2.03
NAY (after adjustments on shares) 0.49 0.46 3.14 4.47 10,92
EPS (based on Audited Financial Statements) 11.12 1115 | (14.15) 3.12 677
NAV (based on Audited Financial Statements) 21.12 19.77 | 136.26 | 14.89 36.40
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AN OUTLINE FOR THE INVESTORS

SUMMARY OF THE LGL GROUF'S PERFORMANCE
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DEFINITIONS / INTERPRETATIONS

The following definitions / interpretations apply throughout this Prospectus, unless the context otherwise

requires.

Application Form

BOI

Chs

Company fIssuer/ LGL

Companies Act

GOSL

Issue

Issue price

LKR

LPFDL

LLL

The Application Forms [Forms A and B) issued with this Prospectus and /or
photocoples of the Application Porms [Forms A and B) issued with this
Prospectus

Billion

Board of Investment of 5ri Lanks

Central Depository Systems (Pvt] Limited

Laugfs Gas Limited

Companies Act Mo, 07 of 2007 and any amendments made thereto from time
o hime

Colombo Stock Exchange

The Directors for the time being of the Company, unless otherwise stated
Government of the Democratic Socialist Republic of Sri Lanka

Initial Public (ffer

Initial Public Offer of 75,000,000 Ordinary Yoting Shares and 52,000,000
Ordinary Non Voting Shares of the Company as envisaged by this Prospectus

LER 23 per Ordinary Voting Share

and

LER 15 per Ordinary Non Votng share
Sri Lanka Rupees

Laugfs Property Developers [Pvt] Limited

Laugfs Leisure Limlted

POWER OF LANKA =



LEL

LGL Group

LHL

Market Day

NIC

Offer

H POWER OF LANKA

Laugfs Eco Sri (Pvt] Limited

Laugfs Gas Limited and its subsidiaries [Laugks Property Developers [Pvt)
Limited, Laugfs Leisure Limited & Laugts Eco 5ri (Pvt] Limited]

Laugfs Holding Limited (parent)

Any day on which the CSE is open for trading

Merchant Bank of 5ri Lanka PLC

Million

Metric Tons

National Identity Card

Inwitation for the subscripton up to 5,000,000 Ordinary Voting Shares and
52,000,000 Ordinary Non Voting Shares of the Company at LKR 23 per
Ordimary Voting Share and LKR 15 per Ordinary MNon Voting share as
envisaged by this Prospectus

Power of Attorney

Securities & Exchange Commizsion of Sri Lanka

The term “Shares™ gshall mean elther clazs of shares of the Company [Le. the

Ordinary Voting Shares of the Company or Ordinary Mon Voting Shares of the
Company), unless the context otherwise requires



1.0 CORPORATE INFORMATION

Izsuer

Registered Office

Company Registration Number

Date, Place and Authority of
Incorporate

Board of Directors

Company Secretary

Lawyers to the Company

Laugfs Gas Limited

Unit 7-9, 2= Floor, Lucky Plaza New Wing,
No.F0, 5t Anthony's Mawatha, Colombo 03,
Tel: 0094 11 5566222

Fece: 0094 11 2577824

PV 8330 PB

Incorporated as a Private Limited Liability Company

under the Companies Act No. 17 of 1982 on 06 April 2004 in
Colombo registered under the Companies Act Mo, 07 of 2007
on 20 Dctober 2008 and converted to a Public Company on 30
June 20006

Wegapitiva Kattadivalage Hemachandra Wegapitiva
Chairman / Chief Executive Officer

Udu Kumburage Thilak Nandasiri De Silva
Managing Director

Hewa Annakage Ariyaratne

Non Executive Director

Palitha Mendis Kumarasinghe

[Appointed with effect from 0109 2010]

Non Executive Independent Director

Chandra Lal De Alwis

[Appointed with effect from 01.09.2010)

Non Executive Independent Director

Tissa Kumara Bandaranayake

{Appointed with effect from 01.09.2010)

Non Executive Independent Director

Corporate Advisory Services [Pvt) Ltd
47, Alexandra Place, Colombo 07,
Tel: 0112695782 Fax: 0112695410

Messer's D, L & F. DE SARAM,

Attorneyvs-at-Law,
47 Alexandra Place, Colombo 0O7.
Tel: 0112695782 Faz: 0112695410
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Reporting Accountants /Auditors

Bankers to the Company

Bankers to the lssue

Managers and Registrars to the lssue

Joint Placement Agents to the Issue

= POWER OF LANKA

Messer's Emst & Young
Chartered Accountants

201, De Saram Place, Colombo 10,
Tel: 0112697363 Fax: D112697 369

= Bank of Ceylon

MNo.4, Bank of Ceylon Mawatha,
Colombo 01

= Hatton National Bank PLC

HME Towers, 479, T, B, Jayah Mawatha,
Colombo 10,

=+ People’s Bank

Lucky Plaza Branch, 5¢ Anthony's Mawatha,
Colombo 03,

=+ Commerclal Bank of Ceylon PLC

405, R A De Mel Mawatha,
Colombo 03,
=+ Seylan Bank PLC
428, B A De Mel Mawatha,
Calombao 03.
=+ Unlon Bank of Colombo Limited
154, Alfred Place,
Colombo 03,
Bank of Ceylon
MNo.4, Bank of Cevlen Mawatha, Colombe 01,
Tel. 0112447802 Fax: 0112385128
Merchant Bank of Sri Lanka PLC

Lovel 18, Bank of Ceylon Merchant Tower,
Mo, 28, St Michael's Road, Colombo 03,
Tel. 0114711744 Fax: 0114711741

Capital Alllance Limited

Level 5, Millennium House, 46,58, Navam Mawatha
Colombsn K2,

Tel. 0112317777 Fax: 0112317788

Asha Phillip Securities Limited

Level 4, Millennium House, 46/58, Navam Mawatha
Colombo D2,

Tel. 0112429100 Fax: 0112429199



2.0 INFORMATION CONCERNING THE ISSUE

21 Invitation to subscribe

Pursuant to a Resolution passed on OB September 2010 by the Board of Directors of Laugfs Gas Limited
[hereinafter sometimes referred to as “the Company™) and the Special Resolution passed on 08 September 2000
by the Shareholders of the Company, the Company invites applications from the public for the subscription up
to;

= Seventy Five Million [75,000,000) Ordinary Voting Shares of the Company @& LKR 23 per share

and

= Fifty Two Milllon [52,000,000) Ordinary Non Votng Shares of the Company & LKR 15 per share

payable in full on application on the terms and conditions set out in this Prospectus

The Company and the Directors are of the opinion that the issue price of LKR 23 per Ordinary Yoting Share and
LER 15 per Ordinary NMon Voting Share of the Company is fir and reasonable to the Company and to all existing
shareholders of the Company.

Applicants shall have the option of applying for elther class of shares or for a combination of both classes of
shares. The minimum subscription shall be 104 Ordinary Voting Shares at LKR 23 per share or 100 Ordinary
Mon Voting Shares at LKR 15 per share. Applications in excess of the minimum subscription shall be in multiples
of 100 shares of any class of shares applied,

The new Ordinary Voting Shares bo be issued pursuant to this offer shall rank equal and pari-passu in all
rezpects with the existing issued Ordinary Voting Shares of the Company from the date of lssue of such new

sharos.

Each Ordinary Voting Share of the Company shall confer on the holder of such shares, the right to one vote on a
poll at a meeting of the Company on any resolutton, the right to an equal share (n any dividends declared to
Ordinary Voting Sharcholders of the Company and in the event of liquidation of the Company the right to an
equal share in any surplus assets of the Company avallable for distribution to ordinary shareholders after paying
all the creditors of the Company and all other claims and debts in accordance with the provisions contained in
the Companies Act No. ¥ of 2007 and the Articles of Association of the Company.

10 POWER OF LANKA q
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The Ordinary Non Yoting Shares to be issued pursuant to this offer will not confer on the holders of such shares

any Voting rights at the meetings of the Company. The Ordinary Non Yoting Shares shall rank equal and pari-
passu In all other respects other than voting rights with the existing issued Ordinary Voting Shares of the
Company, provided however that in the event of declaration of any dividends the holders of the Ordinary Non
Voting Shares shall be entitled to recelve any dividend that may be declared by the Company In respect of the
Ordinary Non Voting Shares and in the event of any rights issue or issue of shares by way of capitalisation of
reserves, the holders of the Ordinary Mon Voting Shares would be entitled only to Ordinary Non Voting Shares,

Whenever the Company declares a dividend in respect of Ordinary Voting Shares, the Company will also at the
same time declare a dividend in respect of Ordinary Non Voting Shares ssued pursuant to this Prospectus, The
applicable dividend rate [dividend per share]would be the same in respect of both classes of shares.

2.2 Objectives of the Issue
The Company intends to raise LKR 2,505 million through this offering for the purposes set out below;

Business Expansion

Expansbon of slorege and Alling capacities of LGL
Expanston of the distribution network of LOL
Introdacing new LP Gas products

Am A

Settlements of financial facilities obtained by LGL

Equity investment in LLL to build and operate a hotel in
Chilaw

Equity investment in LPDL to build and operate service
apartments; Motel at Havelock Rioad

Equity investment in LEL to settle the financial Facilities
obtained by LEL

Total | 2,505 muJ

Business Expansion
The Company intends to utilise LKRS05Mn from the proceeds of the IPD to expand storage and filling capacities

of the Company, expand the distribution network of the Company and to Introduce new LP Gas related products,
Proceeds of the [ssue will be utilised for these purposes within a period of 2 years from the date of dosure of the
155,

!q POWER OF LANKA _ ol
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The Company Intends to utilise a sum of LER 85080 to settle the financial facilities detalled below:

Mame of the Londer Typo of Facility| Date Obtained interest paid  Repayments Total Amount
fmciliny Arnaunt LKA up ta up to| Dutstanding & st
08 09 September 09
Sepbermber 2010, SeplemberZl0
2010 (LK)
DFCC Bank PLE Term Loan 30,000,000 18 April 2007 15,958,031 14,500,000 15,500,000
DFCC Bank PLC Tesm Loan | 100,000,000| 7 December 2007 44,448,008 35,000,007 64,599,593
DFCC Bank PLC Term Loan | 150,000,000| 10 Dctober 2008 40,957,321 37,189,661 112,810,339
Cantral Fianace Co., Ltd | Term Loan 15,000,000( 23 hune J0089 4167 B4b 4 4005 B0 10,554,340
Merchant Bank of 5ri
Lk Term Loan | 135,000,000 10 june 2008 64,901,291 44,456,803 90,543,197
Uinion Bank of Colombo l |
L:“"' 2 Termloan | 25,000,000] 12 August 2009 4073878 12465718 12,534,262
Lanka Orlx Leasing | l
Company PLC Term Loan 113,653,713 20 September 205 20,443,327 93,210,586
Lanka Orix Leasi
HESE  fermloan | 25,000,000| 15 Octoher 2009 5,152,578 5828445 19,171,555
Campany PLC
Lanka Oriy Leasing Ravohlvirg ]
50,000,000 § August 70,714,527 . 50,000,000
':'H-I'I'I.ﬂﬂl'||||I PLC Laoan e e M3z Lo
Lania Orix Leasing Factoring
75,000,000 24 Dctober 2008 . - 59,362,805
Company PLC Facllity et ' e,
Lania Orix Leasing Cheque
poa| 3 May 2010 BE7,671 41,236,458
Company PLE Dispounting A el I "
sampath Bank PLC Term Loan 11,500,000 10 November 2009 R 1,728,000 9,772,000
Sampath Barik PLC Term Loan 13,500,000 10 Revember 2009 1,542,904 2,025,000 11,475,000
Asla Asset Finance Ltd | Loan " 15,000,000| 30 Dctober 2009 1,822,882 9,582,422 5,753,919
Asla Asset Finance Ltd  |Loan £0,000,000( 20 August 2010 . - 21.111',5?5|
Peogles Leasing _
v Loan 15,000,000( 26 August 2010 : : 15,797,268
Peonies Leasing
= PLC Laan 35,000,030| 29 April 300 243,746 24,469,441 12,600,340
Ceylease Financal Short Term | |
s6d inan 14,000,0800| 3 Movembar 2009 1,815,927 1345850 2, 6H8 408
flevolvi
Seylan Bank PLC foee e 10,000,000( 12 August 2009 5,627,000
Saylan Bank PLE o] 100,000,000 8,730,340
ian Rank of
ﬂ:“" nk of Colombo) oo 25,000,000 3 March 2010 2,103,138 - 18,709,752
Hatton Matioral Bank
i POD 91,200,000( 27 April 2010 38,942,171
LT -
Bank of Ceylon 350,000,0800| 5 July 2000 138,943,672
i e _
Total 1,410,853,713 B61,131,084

The financial facilities mentioned above will be settied immediately from the proceeds of the issue. If the total
amount outstanding on the said facilitics exceeds LKR 850 million at the time of settlement, the difference will
be settled from internally generated funds of the Company.

I & T POWER OF LANKA =
a3



Equity investments in LLL
The Company has a plan to build and operate a tourist Hotel onder LLL in Chilaw, passing Negembo as a move to

tap tourist segments that prefer short distance travelling and dazzling beaches of the Western Coast. It is
intended to Invest a sum of LKR 500 million Inm LLL for this purpose by way of equity [subscription of
S50million ordinary shares of LLL at LKR 10 per share] in two tranches. First tranche of the equity inwvestment
[LER 110 million] would be made before the end of vear 2010 and the balance amount would be made hefore
the end of year 2011. The hotel is anticipated to be completed in the year 2012 which will generate additional
imcarme for the group,

Equity investment in LPDL
The Company has further plans to bulld and operate service epartments / motel at Havelock read, to cater

different segments in the tourism industry under LPDL. It i intended to invest a sum of LER 425 million in LPDL
by way of equity [subscription of 42.5 milion ordinary shares of LPDL at LER 10 per share) in two tranches for
this purpose. First tranche of the equity investment [LER 141 million) would be made before the end of vear
2010 and the kalance amount would be made before the end of year 2011, It s anticipated that this project

would be completed in the year 2012 with a unique service quality to the industry mainly focusing on high end
freguent travellers.
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Equity investment in LEL

The Company intends to Invest a sum of LKR 225Mn in LEL by way of equity [subscription of

22.5 million ordinary shares of LEL at LKR 10 per share) to settle the financial facilities detailed below:

Mame of the Lender Type of Facility Date Dbtsined | Interest paid | Repayments Total Amouwnt
facility Amount | upto upte Dutstanding as at
(LER) 09 o9 09
September September | Soptember20l0
010 (LER) | 2000 |LER) (LER}
DFCT Bank PLC Term Loan | 50,000,000 7 Aprll 2008 26,206,520 758555 47 474,545
DFCC Bank PLE Term Loan | 50,000,000 1 July 2008 43,263,585 7,525,455 43,474,545
Lankaputhra Dovelopment | Project
25,000,000 | 31 July 2008 9,575,382 6,770,520 18,229,080
Bank Loan
Bank of Ceylon Term Loan | 50,000,000 10 April 2008 25471776 | 7,777,778 42,272,121
Sampath Bank PLC Term Loan | 50,000,000 13 jure 2008 E8,964, 791 26,337,000 23,663,000
Fimanca
Hattan National Bank PLC s 25,000,000 | 10 Apsd 2008 7,958,753 27,493, B74
ase
Peoples Leasing Company | Finance |
REA LS 1,756,420 | 21 july 2000 TAEEID 2,384, 06K
PLE Loase
Peoples Leasing Company | Finaros
1756431 21 July 2005 TIEE25 2,384,568
PLC Lease
Peoples Leasing Company | Financa
1756496 21 July 2009 T38.B5E 2,385,062
PLC Laage
Peaples Leasing Company | Finanos
iz |1 1,756,429 21 July 2005 TAE E2G 2,384 oG8
PLC Loase
Pooples Leasing Company | Fimanoa
1,756,374 | 21 July 0% TA%,803 2,384,074
PLC Lease
Peoples Leasing Company | Fimanca |
1,756,429 zuulym T3B.E29 2,384,970
PLC Lease
Pea Leasirg Comgpan Firanos
R - d 1,756,517 I J‘ul-,rl'ﬂ:rg TIEE8Y 2,385 113
PLC Loase
Peoples Leasing Company | Finarca ]
1756418 21 July 2005 TARH25 2,384,568
PLC Legse
Peoples Leasing Company | Fimanoa
1,756,429 21 July 2009 T3E.B29 2,384,968
PLC Lease
Peoples Leasing Company | Finanos
1,756 420 21 July 3009 THE E2G 2,184 oER
PLC Loase
Peoples Leasing Company | Fimanca
12,560,766 21 July 3008 5,587,813 14,393,785
PLC Lease
Total 180,125,147 103, %01, 768 ITITL319 | 134, B00,BTH

i
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The said equity investment would be made immediately from the proceeds of the issue. LGL will ensure that LEL

will settle the above mentioned fnancial Facilities immediately upon the said equity investment If the total
amount outstanding on the said fcilities exceeds LKR 225 million at the time of settlement, the difference will
be settled from Internally generated funds of LEL.

Further the Offer is expected to facilitate the listing of the Company’s Ordinary Voting Shares and Ordinary Non
Voting Shares on the Diri Savi Board of the Colombo Stock Exchange in order to provide an opportunity to the

public to participate in the equity of the Company, which in turn will broad base the ownership and allow the
Company access to the capital market of 5ri Lanka.

23  Listing

An application has been made to the CSE for approval to deal in and for a listing of Three Hundred and Thirty
Five million and Eighty Six (335000,086) Ordinary Yoting Shares of the Company and Fifty Two Million
(52,000,000) Ordinary Non Voting Shares of the Company, comprising,

i, the entire Two Hundned and Sixty Million and Eighty Six [260,000,086] issued and fully paid
Ordinary Voting Shares of the Company as at the date of this Prospectus.

b. the Seventy Five Million [75000,000) Ordinary Voting Shares and Fifty Two Million
{52,000,000) Ordinary Non Voting Shares of the Company to be issued pursuant to this Initial
Public Offer,

Upon the successful completion of the issue of Ordinary Voting Shares and Ordinary Non Voting Shares of the
Company, and upon fulfilling the applicable requirements set out in the Listing Rules of the CSE, the said shares
will be lsted on the Dirf Savi Board of the CSE.

2.4 Subscription List

Subject to the provisions contained below, the subscription 1ist for the both classes of shares will open at 0900

hrs [9.00 am) on 04% November 2010 and shall remain open for 14 market days until closure at 1630 hrs (4,30
pm) on 25% Movember 2010,

Ini the event of an over subscription, the subscription list will close at 1630 hrs [(4.320 pm] on the same day on
which the entire Issue is fully subscribed, with prior written notice to C5E,

Applications may be made forthwith. Applications should be duly completed in the manner set out under the
Procedure for Application In Section 3 of this Prospectus.
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2.5 Eligible applicants

Applications are invited for the subscription up to Seventy Five Million (75,000,000] Ordinary Voting Shares and
Fify Two Million [52,000,000) Ordinary Mon Voting Shares of the Company from the following categories of
Applicants:-

= Citizens of 501 Lanka who are resident in or outside 5ri Lanka and abowve 1B vears of age;

»  Companies, Corporations, Societies and other corporate bodies incorporated or established in Sri Lanka;

*  Approved Provident Funds, Trust Funds and Contributory Pension Schemes registered [ incorporated [/
established in 5ri Lanka;
=  Foreign citizens abowe 18 years of age;

*  Regional Funds and Country Funds approved by the Ministry of Finance/Securities and Exchange
Commission of 51l Lanka and
*  Corporate bodies incorporated or established outside 5r Lanka,
Applications will not be accepted from individuals under the age of 18 years or in the name of sole
proprietorships, parinerships, unincorporated trusts or non corporate bodies,

In the case of approved Provident Funds, Trust Funds and approved Contributory Pension Schemes the
Applications should be in the name of the Trustees/Board of Management in order to facilitate the opening of
the CIS Accounts,

2.6 Prospectus and Application Forms

Two types of Application Forms are issued with this Prospectus.

Form A - Application Form for subscription of Ordinary Voting Shares of the Company
Form B - Application Form for subscription of Ordinary Mon Voting Shares of the Company

Copies of the Prospectus and Application Forms (Forms A & B}, may be obtained free of charge from the
collection points listed in "Annexure [°,

2.7 Basis of allotment

The Company intends to distribute and allocate the 75,000,000 Ordinary Voting Shares and the 52,000,000
Ordinary Men Yoting Shares among the Customers, Dealers, employees of the Company and others who have
applied for shares at the [P0 on the basis set out below;

Employees - 10%
Dealers & Customers = 10%
Others - RilG

Employees will be identified by their EPF numbers indicated in the Application Form. Dealers will be identified
by their Dealer reference numbers indicated in the Application Form. Customers will be identified by the
cylinder purchase receipt number indicated in the Application Form along with the photo copy of such receipt
attached to the Application Form.

The allocation of shares between the calegories mentioned above may be subject to adjustment In order to
accommuodats probable over subscription scenarins of such categories.
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In the case of an under subscription of any one or more categories relative to the allocation mix specified ahave,
the quantum of shares undersubscribed may be redistributed and allocated to the other categories that may be

oversubscribed. Decizions relating to the amount of any share redistribution and as to which category would
receive first priority in selection for allocation of the under subscribed shares will be made at the discretion of

the Hoard of Directors of the Company. Such distribution would be made in a fair manner.
Redistribution shall not apply in the event of oversubscription of all three categories mentioned above.

In the event of an over subscription of any one or all categories mentoned above the basis of allotment will be
decided by the Board of Directors of the Company before the expiry of 2even [07) market days from the date of
closure of the subscription list and immediately notified to the CSE.

28 Cost of the Issue

The Directors estimate that the total cost of the Issue including the Managers' fees, Registrars' fees, Initial Listing
fee, fees payahle to the Bankers to the [ssue, Placement Agent, brokerage, postage, printing and marketing costs,
stamp duty payable on the issue of shares, ete will be approximately Rupees Forty Million (LKR 40 million]. Such
costs will be borne by the Company from the internally generated funds,
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3.0 PROCEDURE FOR APPLICATION

3.1

18

PROTECT

How to Apply

1.

Applicants shall have the option of applying for either class of shares or for a combination of bath
clazses aof shares. The minimum subseription shall be 100 Ordinary Voting Shares at LER 23 per
share or 100 Ordinary Mon Voting Shares at LER 15 per share. Applications in excess of the
minimum subscription shall be in multiples of 100 shares of any class of shares applied,

Applications for subscription of Ordinary Voting Shares and Ordinary Non Voting Shares should be
made separately on the respective Application Forms, which accompany and constitute a part of
this Prospectus.

Form A - Application Form for subscription of Ordinary Voting Shares of the Company

Form B - Application Form for subscription of Ordinary Mon Yoting Shares of the Company

Applications are also permitbed on exact size photocopies of the relevant Application Forms [Form
A - Application Form for subscription of Ordinary Voting Shares of the Company, Form B -
Application Form for subscription of Ordinary Non Voting Shares of the Company]. Applicants using
photocopies are reguested to inspect the Prospectus, which is available for inspection and also
izsped free of charge at the Collection Polnks listed in "Annexure 17

Care must be taken to follow the instructioms on the reverse of the Application Forms
Applications, which do not strictly conform to such instructions and/or the terms and
conditions set ount in this Prospectas or which are incomplete or illegible may be rejected.

[oint Applicants should note that all parties in the Joint Application should efther be residents of Sri
Lanka or non residents. An Applicant of a Joint Application will not be eligible to submit a separate
Application either individually or jointly for the same class of shares applied. Only one Application
should be made by any person or entity with regard to any class of shares, Multiple applicatons
for the same class of shares will be rejected.

Applications by Companies, Corporations, Socictics and other corporate bodies, approved Provident
Funds, Trust Funds and approved Contributory Pension Schemes registered / Incorporated [/
established in Sri Lanks should be made under their common seal or in any other manner as
provided by their Articles of Association or such other constitutional documents of such Applicants
or as per the statutes governing them. In the case of approved Prowident Funds, Trust Funds and
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approved Contributary Pension Schemes the Applications should be in the name of the Trustees [
Board of Management in order to facilitate the opening of the CDS Accounts,

6. The Application Forms may be signed by someone on behalf of the Applicant{s] provided that such
person holds the Power of Attorney (POA] of the Applicant(s]. A copy of such POA certified by a
Notary Public should accompany such Applicatton and should be lodged with the
Managers/Registrars to the ssue along with the Application Form. Original of the POA should not
he attached.

7. If the Applicants wish to lodge the shares allotted, directly to thelr account maintalned with the
Central Depository Systems [Pvt) Limited [CDEY they should state their CDE account number
correctly in the space provided in the Application Form. [n such a situation the shares allotted to
them will be directly deposited to their CDS account before the expiry of 18 market days from the
date of closure of the subscription list. The Company will not issue Share Certificates to such
Applicants. Direct lodgement with the CDS will be notified by despatch of letters of direct lodgement
within two market days from crediting to the CDS account. Application Forms stating third party
CDS account numbers, instead of their own CDS account numbers, except in the case of
Margin Trading Accounts, will be rejected.

8 It is suggested that Applicants should lodge the shares allotted to them directly to their CDS
accounts if they want to trade their shares on the frst day of commencement of trading on the CSE,

9, Applicants, who wish to apply through their Margin Trading Accounts, should submit the
Application =igned by the Margin Provider, requestng & direct opload of the shares to the CD&
Margin Trading Account. The Margin Provider should indicate the relevant CDS account number
relating to the Margin Trading Account in the space provided in the Application Form.

A copy of the Margin Trading Agreement certified as "True Copy” should be submitted along with
the Application.

10, Margin Providers can apply under their own name and such Applications will not be construed as
multiple Applications,

11. A 57 Lankan cithzen must state his/her NMational Identity Card [NIC) number In the Application
Form. In the case of corporate entities the company registration nomber must be given. A foreign
citizen must state his/her passport number in the space provided. A 5ri Lankan citizen can state the
passport number enly when the NIC number is not available, provided that such Applicant lodges
his/her shares directly with the CDS,

12, If the Applicant is applying for shares under the category of Employvees of the company, the
Employee Provident Fund number (EPF No.) should be stated in the Application Form. IF the
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13.

14,

Applicant Is applying for shares in the category of Dealers, the Dealer reference number should be
stated in the Application Form, [f the Applicant is applying for shares in the category of Customers,
the cylinder purchase recelpt number should be stated and a photocopy of such receipt should be
attached to the Application Form,

Application Forms properly filled in accordance with the instructions thereof, together with the
remittance [cheque, bank draft or bank puarantee as the case may be) for the full amount payable
on Application, should be enclosed In & sealed envelope marked "LAUGFES GAS LIMITED -
INITIAL PUBLIC OFFER" and addressed and dispatched by post or delivered by hand to the
"Managers and Reglstrars to the lssue” at the following address:-

Managers and Reglstrars to the [ssue
Merchant Bank of Sri Lanka PLC

Lewvel 18, Bank of Ceylon Merchant Tower
28, St Michael's Road

Colamba 03

Sri Lanka,

Appllcations could also he sent by post or dellvered to any of the collection points listed in
“Annexure [,

Applications sent by post or delivered to any collection point should reach the office of the Managers and
Registrars to the Issue at least by 1630 hrs (430 pm] on the third market day immediately upon the
closure of the snbscription list. Applications received after the said doration shall be rejected, even

though they have been delivered to any Collection Point prior to the closing date or carry a postmark
dated prior to the closing date.

3z Payment for the application

1L

Payment should be made separately in respect of cach Application only by way of Cheque, Bank
Drafi or Bank Guarantee, as the case may be. Each Application Form should be accompanied by no
more than one Cheque, Bank Draft or Bank Guarantee as the case may be, for the aggregate amount
payable, Applications with two or more Cheques, Bank Drafts or Bank Guarantess will be rejected.
Application Forms accompanied by cash will not be accepted.

The amount payable should be calculated by multiplying the number of shares applied In the
respective Application Form by the issue price of such shares, If there is any discrepancy in the
amount payable and the amount specified in the Cheque,/Bank Draft or Bank Guarantee as the case
may be, the Application will be rejected

Payments for Applications for values less than Sri Lankan Rupees Cne Hundred Million

[LER 10:0,000,000) should be by way of a chegue or Bank Draft. Bank Guarantess will not be accepted for
values less than 5ri Lankan Rupees One Hundred Million [LER 100,000,0007. Payments for
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Applications for values above and Inclusive of 5rl Lankan Rupees One Hundred Million
[LER 100,000,000) should be supported by a Bank Guarantee. Cheques and Bank Drafits will not
be accepted for values above and Inclusive of 56 Lankan RBupees One Hundred Million
[LER 100,000,000}, Applicants are advized to ensure that sufficlent funds are avallable in order
to honour the Bank Guarantees inclusive of charges, when called dpon to do so, It is advisable
that the Applicants discuss with their respective bankers, all matters concerning the issuance of
Bank Guarantees and all charges involved.

4. Cheques and Bank Drafts should be drawn upon any Licensed Commercial Bank In 50 Lanka and
crossed "Account Payee Only” and made payable to “Laugfs Gas Limited - Share Issue Account”,

The Bank Guarantees should be in a form acceptable to the Company and the Managers to the Issue
and should be issued by a Licensed Commercial Bank In 5r Lanka payable on demand
unconditionally to "Laugfs Gas Limited - Share Issue Account”.

The Formats of the Bank Guarantees could be obtained from the office of the Managers and
Registrars to the [ssue.

5. In the event that Cheques are not realized prior to the date of deciding the basis of allotment and
realised after such date, the monies will be refunded and no allotment of shares will be made.
Cheques must be honoured on first presentation for the Application to be wvalid. In the event
cheques are dishonoured freturned on first presentation the Application will be rejected.

6. All Cheques and Bank Drafts received in respect of Applications will be banked immediavely after
the closure of the subscription list,

33 Forelgn Currency Remittance
This section is applicable to citizens of Sri Lanka above 18 years of age who are resident overseas, corporate
bodies incorporated or estabished outside 5ri Lanka, foreign citizens above 18 years of age (irmespective of

whether they are resident in Sri Lanka or overseas] and Regional or Country Funds approved by the Ministry of
Finance,5EC,

Applications In respect of such Applicants should be made In conformity with the reguisite declarations
gccompanied by the documentation stipulated by the Controller of Exchange of Sri Lanka. Such Applicants
should make their payments in one of the following ways:-
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Fayment by foreign investors and Non Resident Sri Lankan citizens through @ Share [nvestment
External Rupee Account [SIERA] [now known as Securities Investment Account [STA]] maintained
with any Licensed Commerclal Bank in 5ri Lanka,

A Toreign investor may use the service of a Custodian Bank as an intermediary when investing in
the 5ri Lankan securities market The intermediary may open a SIERA/SIA, on the investor's
behalf. In conjunction with the SIERA/SIA, an account must be opened with the Central
Depaository System (CDS) Payment for shares could be made theowgh Bank Drafts purchased out
of the funds in the SIERA/SIA and made payable to “Laugfs Gas Limited - Share Issue Account”,

An endorsement should be made on the reverse of the Bank Draft by the Custodian Bank to the
effect that such payment has been made out of the funds available in the SIERA/SIA

Inward remiitances of foreign currency may be held in a Forelgn Currency Banking Unit [FCBU)
Account of the Applicant with any Licensed Commercial Bank in 5r Lanks, in which case such
Applicant could forward his/her Application supported by a Bank Guarantee [if the value is Sri
Lankan Rupees One Hundred Million [LKR 100,000,000) or above] drawn on the Applicant’s
FCBU account pending allotment of shares. Upon allotment of shares, payment for the shares
aliotted would be called on the Bank Guarantee. Forelgn currency to the extent of Sri Lankan
Rupee equivalent value of the shares allotted should then be credited to the SIERA/SLA opened in
Favour of the Applicant via the aforementioned FCBU Account and payment for such shares
should be made through the funds in the SIERA/SIA. This procedure would protect a prospective
investor from any losses accruing due to Auctuating exchange rates.

Bank Guarantees issued by a Licensed Commercial Bank in 5r Lanka against the Applicant’s
SIERA/SIA maintained with the said bank will also be accepted from foreign investors and non
resident Sri Lankan citizens provided that the value of such Bank Guarantee [s Sri Lankan
Rupees One Hundred Million (LKR 100,000,000) or above.

Bank Guarantees should be In a form acceptable to the Company and the Managers to the Issue
and payable on demand unconditionally to "Laugfs Gas Limited - Share Issue Account”,

The Formats of the Bank Guarantees could be obtained from the office of Managers and
Reglstrars to the Issue,

An endorsement should be made by the Licensed Commercial Bank on the face of the Bank

Guarantee to the effect that such Bank Guarantee has been drawn against the Applicant's FCBU
account or SIERA/SIA maintained with the said banlk.
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B. Payment by Non Resident 5ri Lankan citizens via Rupee Accounts for Non Resident 5ri Lankan

Investments {RAMNES]]

= Non resident 5ri Lankans can remit money for investment purpeses in 5ri Lankan companies
through Rupee Accounts for Mon Resident Sr Lankan Investments (RANSI) maintained with
authorized dealers,

- 50l Lznkan citizens who have left the country to take up employment, business or a
profession and continue to reside abroad and those citizens of 50 Lanka who have made
their permanent place of abode outside 5ri Lanka are eligible to operate @ RANSI with
authorized dealers.

- Remittance by non resident 5ri Lankans in connection with this Share Issue could be
made via Bank Drafts purchased out of funds in the RANSL

Where a RANSI holder i5 also the holder of a Nen Resident Foreign Currency [NRFC)
account, movement of funds betereen a RANS] and a NRFC account of the account holder
I5 freely permitted, so long as the account holder continues to reside abroad and does not
cease to be a citizen of 5ri Lanka. Therefare, funds in the MRFC account could be
transferred to a RANSI through which investment in shares could be made.

An endorsement should be made on the reverse of the Bank Draft by the issuing bank to the effect that such
payment has been made out of the funds avallable in the RANSI.

3.4 Rejection of Applications

1.

Application Forms and the accompanying Chegues/Bank Drafts or Bank Guarantees, which are
illegible or incomplete in anyway and for are not in accordance with the terms and conditlons set
out in this Prospectus or the instructions on the reverse of the Application Forms will be rejected
at the aole dizcretion of the Company.

Applications from individuals under the age of 18 years or in the name of sole proprietorships,
partnerships, unincorporated trusts or non corporate bodies will be rejected,

An Applicant of a Joint Application will not be eligible to submit a separate Application either
individually or jointly for the same class of shares applied. Only one Application should be made
by any person or entity with regard to any class of shares. Multiple applications for the same class
of shares will be rejected.

Application Forms stating third party CDS account numbers, instead of thelr own CDS accoont
numbers, except in the case of Margin Trading Accounts, will be rejected.

Applications with two or more Cheques, Bank Drafts or Bank Guarantess will be rejected.
Application Forms accompanied by cash will not be accepted.
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3.5

24

In the event that Cheques are not realized prior to the date of deciding the basis of allotment and
realized after such date,the monies will be refunded and no allotment of shares will be made.
Cheques must be honoured on first presentation for the Application to be valid. In the event

chegues are dishonoured /returped on first presentation the Application will be rejected,

Applications delivered by hand to the office of the Managers and Registrars to the lssue or to any
Collection Point listed in Anmesure | after the subscription list is closed will be rejected.

Applications sent by post or delivered to any Collection Point and received at the office of the
Managers and Reglstrars to the Issue after 1630 hrs (£30 pm) on the third market day
Immediately wpon the closure of the subscription list will also be rejected at the sole discretion of
the Company, even though they have been delivered to any Collection Point prior to the closing
date or carry a pestmark dated prior to the clesing date.,

The Directors of the Company hereby also reserve the right to refuse any Application In total or to
accept any Application in part only at their sole discretion.

Refonds and Share Certificates

Where an Application §s not accepted subsequent to the cheque being realized, the Applicant's
money in full or where an Application is accepted only in part, the balance of the Applicant's
money will be refunded.

If the Applicant has provided accurate and complete details of the Applicant's bank account in the
Application Form, the refund payment will be made to the bank account specified by the
Applicant through the 5ri Lanka [nter Bank Payment Systern (SLIFS) and a payment advice shall
be Issued to the Applicant, If the Applicant has not provided details of the bank account in the
Application Form or has provided inaccurate or incomplete details of the bank account, refund
payment will be made hy a crosged cheque drawn in favour of the Applicant and sent by
Registered Post to the address provided by such Applicant in the Application Form, [n the case of
a joint Applicaton, a crossed cheque will be drawn [n favour of the Applicant whose name
appears first in the Application Form.

Refund Cheques on shares which have not been allotted, will be posted before the expiry of ten
[10]) market days from the date of closure of the issue [excluding the date of close of the lssue].
Applicants would be entitled to receive inberest at the last guoted Average Weighted Prime
Lending Rate [AWPLE) published by the Central Bank of 5 Lanka plus five percent [5%) on any
refunds not made within this period.

In the event the CDS account number of the Applicant is accurately stated in the Application Form
the shares allotted will be directly uploaded to the respective CDS account given in the
Application Form before the expiry of eighteen [18) market days, from the date of closure of the
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subscription list A written confirmation of the allocation will be sent to the Applicant within two
[02) market days of crediting the CDS account, by ordinary post to the address provided by each
Applicant In their respective Application Forms In the event the CDS account number is not
stated in the Application Form or in the event the CDS account number stated in the Application
Form iz ineomplete or inacourate share certificates will be dispatched to such Applicants,

4, Share certificates will be dispatched before the expiry of twenty five (25) market days, from the
date of closure of the subscription list by registered post to the address provided by the
Applicants in thelr respective Application forms. Joint Applicants shall be entitled to only ane
share certificate for the shares held jointly, which shall be dispatched to the joint holder whose
name appears first in the Reglster of Shareholders, The Company shall not reglster more than
three (03]} persons (including the principal holder] as joint holders of any shares, except in the
case of executors, administrators or heirs of a deceased member,

5  The Company shall submit to the C5E a 'Declaration’ as set out in Appendix 2C of the listing rules
of the CSE on the market day immediately following the day on which the Ordinary Voting Shares
and Ordinary Non Voting Shares are credited to the Investors’ CDS accounts and trading of the
sald shares will commence on or before the third market day upon receipt of the declaration by
the CSE

In terms of the CSE listing rules the Ordinary Voting Shares and Ordinary Non Voting Shares will be
listed uwpon the completion of the CDS direct uploads and receipt of the declaration mentioned above by
the CSE, but prior to dispatch of share certificates. Therefore, investors desired to trade their Ordinary
Voting Shares and Ordinary Non Voting Shares in the secondary market from the first day of the
commencement of trading of such Shares are advised to request for a direct upload of shares to their CDS
accounts by stating their CDS account numbers when applying for the shares. In the event that the CD5S
account number is not stated in the Application Form or in the event the CD5 account number stated in
the Application Form is incomplete or inaccurate, Share Certificates will be dispatched by registered post
to such investors and such Share Certificates may not be received by the investors before the Ordinary
Voting Shares and Ordinary Non Voting Shares of the Company commence trading on the CSE.

Further, in terms of the CSE Listing Rules the Ordinary Voting Shares of the Company will be listed
prior to the listing of Ordinary Non Voting Shares of the Company. Hence the Ordinary Voting Shares of
the Company would commence trading on the first date of trading and the Ordinary Non Voting Shares
of the Company would commence trading on the next market day immediately upon commencement of
trading of the Ordinary Voting Shares of the Company.
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4.0 AN OVERVIEW OF THE COMPANTY AND THE GROUP

VISION

L“E*'E::dﬁi{l‘ﬂ] e Laugfs Leisure Ltd

5% ' .I

-t F J

The group structure oz at 2 Sepiember 2000

4.2 Laugfs Holdings Limited [LHL)

Laugfs Holdings Limited was incorporated in December 1994 under the name of Gas Auto Lanka (Pvr) Limiced
LHL was the pioneer to introduce Liguid Petroleum Gas [LPG) as an alternative fuel for motor vehicles in Sci
Lanka, At the outset, principle business activities of LHL was transforming petrol powered motor vehicles to use
LG, by installing a conversion kit to the petrol engine and distribution of Automobile LPG reguired for such
vehicles through a chain of Auto Gas fuelling retail station networle. Auto Gas conversion workshops were in full
swing in Colombo, Galle, Kandy and Eurunagala whilst refuelling stations were set up in many parts of the

country. A truly Sri Lankan brand, "LAUGFS" was unveiled to the public with a baseline acranym “Lanka Auto
Gas Fuel System” for the automobile sector.
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The initial entry point of "Laugfs" into the Sri Lanka's LPG Industry was made during a decisive period for the
industry, in 1995 during which Colombo Gas Company was privatised to Royal Dutch Shell with a five [05) year
trade monopoly. During this period LHL recorded a momentous growth in an inclusive auto gas market whilst
make a grade to be the next contender in the downstream LPG buginess in Sri Lanka. During first five years n
operations, LHL managed to establish a standing as the market leader in auto gas industry whilst contributing to
develop industry standards with Sri Lanka Standards Institute [SLST). LHL also initlated assimilation of Auto Gas
Association in 5ri Lanka affiliated to Ceylon Chamber of Commerce. LHL became the first 5ri Lankan member to
the Waorld LP Gas Assoclation, an association of all LF Gas organisations around the world,

Having gained sufflclent industry knowledge with the support of experts, bullding a brand name and exposure
and fuelled with a long term wvision to become a household name in the Sri Lankan energy industry and its
related business activitfes; LHL broaden its wings to various sectors, such as LPG downstream activities,
Petroleum retailing, Lubricant marketing, Consumer retailing, heavy engineering and constructions, boat
building, automotive services and repairs, restaurants, bhotel managements, property developments,
manufacturing of bottled drinking water, vehicle emission testing and manufacturing of edible salt. Today, LHL
is a well diversified group of companies with over fifteen subsidiary companies under the Laugls Holdings
Limited umbrella and employees over 1,904,

Having started with a clean slate; Lavgfs Holdings has grown from mere total revenue of LER13.0 million In
1996 to LKR 12,5314 million as at March 2010 and assets base has grown from LKRZ8 million in 1996 to
LER7,279.7 millon in March 2010

4.3 SECTOR PRESENCE OF LAUGFS HOLDINGS LIMITED

LAUGFS HOLDINGS LIMITED
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4.4 Laugfs Gas Limited [LGL)
The Company

Laugls Gas Lid is a BOI approved company
and a fully owned subsidiary of Laugfs
Holdings Limited. The Company entered
into an agreement with BOI on 07 April
2005, Laugfs Gas is a native brand in the
highly wolatile LPG dowmnstream business

in the country whilst maintaining an aggressive market growth during last few vears,

Industry Background

Sri Lanka's LP Gas business of import, storage filling and distribution was exclusively held by the state untl end
of 1995 under the Government Owned Business Undertaking (GOBU) with Colombe Gas and Water Co, Ltd. It
was privatised in 1995 by disposing 51% of the Government's stake to Royal Dutch Shell and providing a
permissible monopoly for a period of five [05] years in the country, Lavgfs Gas crossed into the LPG
downstream business creating the competition at the point of expiry of the trade monopoly enjoyed by Shell Gas
Ltd in 2001, At present, LGLs operations cover the entire gamut of downstream business of LP Gas; importation,
storage, distribution and sale for both domestic, industrial and aoto gas sectors.

Market share

Laugfs Gas being a native brand with a truly Sri Lankan identity and having been in the business for nearly ten
years has achieved, 28% market share in the overall LPG business in the country and has plans to Increase it to
50% within the next 2 years. There are three specific sub sectors of the LPG market; packed LPG sector which
conzlsts of domestic [12.5kg), commercial (37.5kg), and other pack skzes such as Sk and 2kg, In which Laugfs
has nearly 30% market share. Industrial bulk sector uses LPG as a feedstock for manufacturing processes
in which Laugfs has almost 65% market share, Auto Gas sector in which LPG Is used as motor fuel and Laugfs
has almost 90% market share

Standards and Industry practises

The operations of the Company are carried In accordance with 515 standards for LP gas storage, handling, filling
and transportation. From the loading to the ship, unloading gas from the ship to the jetty, to the bowsers at the
Colombo port, bowser to the flling plant via land transportation Is complied with British standards on safety.
Additionally, the Company strictly adheres with international LP Gas norms and practices which are applicable
to the locial environment, The Company has obtained 150 9001:2000 certifications and also it has received many
awards as stated in section 4.9 of this prospectus in recognition of safety procedures and productivity.
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Capacity

Laugfs Gas Limited has built its main LPG storage facility and the cylinder filling pant In 3 20 acre land [n Mabima
- Sapugaskanda close to the CPC refinery which benefits on logistic planning. At present, the total LFG storage
capacity of the plant is around 2 500MT and the ongoing capacity increasing projects will increase the capacity
to 3,000MT by the end of year 2010. The LPG storage capacity of the plant will be further increased to cater
larger import parcels, enabling the company to negotiate better terms with the international suppliers, Plans are
underway to acquire a floating storage facility to satisfy the increasing demand as the land-fixed storage capacity

improvements snatch considerable time.

The cylinder filling plant has the capacity of filling 8,000 cylinders of different sizes per day to be increased to

16000 cylinders per day over the next 3 year horfzon. A moedern automatic cylinder filling carouse] Is in
operation for the past few years and more filling heads to be added to increase capacity.

Distribution and marketing

Over the recent past, the dealer network of the Company hag seen tremendous growth with 13 main distributors
and 1,665 active deslers throughout the country. At present, packed LPG is distributed through main
distributors located in different parts of the country and dealers are specifically assigned to the main
digtributors. Packed cylinders are unruffled by dizstributors from the main plant at Mahima and maintain specific
cushion stocks at their respective regional depots.  Successful redistribution within the assigned terribory is
carried out with the supervision ol the company staff who are located at such distribution points,

Procuring of LPG

Laugfs Gas Limited sources LPC requisites for the operation mainly from two supply sources. [nidally, from the
international market - leading LPG traders and producers In the region who continued to supply on term
contracts and spot basis accounting to approximately 70% of the total requirement. Secondly, Laugfs Gas has
seciired the exclusive right of procuring the entirety of LPG produced st the refinery owned by the Ceylon
Petrolewm Corporatien [CPC) located at Sapugaskanda from the time of entering to the domestic LPG market
and has managed to continue the said right, despite many attempts to discontinue of supplies. The quantity
supplied by the CPC to Laugfs Gas Is around 30% of the total LPG requirements of the company.

The Company intends to utilise LER 505 Mn from the proceeds of the [P0 to expand storage and filling capacities
of LGL, expand the distribution network and to introduce new LP Gas related products. Proceeds of the 1ssue will
be utilised for these purposes within a period of 2 years from the date of closure of the Issue.
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Porter’s Five Forces Analysis: Laugfs Gas Limited




Laugfs Gas's Visionary Statement

Vision
"To be the No.1 safe, cost efficient and environmental friendly energy provider in Sri Lanka®,

Mission
¢ Tobe the Aagship Company within the group
» Ensire returns to stakeholders
*  Lead by example as a strong and proud Sri Lankan entity
¢ Challenge any competition within the energy sector
¢ Achieve all above with the help of a highly motivated employee force

¢  We work as a8 team working towards one common poal with 8 winning attitude

¢  'We consider employess as our greatest asset and value their individuality

# We strive to our utmost to exceed customer expectations being reliable and provide guality service/
products, treating external and internal customers as a part of the Laugfs family

«  We are an equal opporiunity company, iransparent, professional and adbere to the highest ethical
standards with a sense of social responsthility

= We work with a sense of urgency

= We are committed to innovation and continuous improvemeant

& [Intermational safety, Health and Environment standards are a way of life at Laugfs Gas

45  Laugfs Eco 5ri (Pvt] Ltd [LEL)

LEL which iz a fully owned subsidiary of LGL i=s a
B approved company incorporated on 05 August
2005 and having its registered office at No, 70, Unit
7-9, 2= Floor, Lucky Plaza New Wing 5t. Anthony's
Mawatha, Colombo 3, LEL entered Intg an
agreement with BOI on 13 Movember Z00B. The
Board of Directors of LEL as at 09 September 2010
are Mr W K H Wegapitiva and Mr U Thilak N de

Silva. There are 371 employess In LEL ag at 09
September 2000

arl Lanka inidated measures for control of alr pollution under Clean Afr 2000 Acton Plan, developed under the
Metropolitan Environment Improvement Program {MEIP] of World Bank. It has been found that the major
source af alr pollution In Colombo and other urban area were vehlcle emissions from Hydrocarbon, Carbon
Monoxide, Mitrogen Oxides and Particulates. The Ministry of Environment and MNatural Resources gazetted
regulations specifying mobile air emission standards under sectlon 32 of the Matlonal Environmental Act No 47
of 1980 which was effective from 1 July 2003, These regulations stipulated that the Commissioner of Motor
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Traffic iz responsible for the enforcement of mobile air emission standards through authorization of accredited
entities for the purpose of testing and certifying air emizsion levels of any motor vehicle or coach.

On 26 July 2007 LEL entered into an agreement with the Commissioner of Motor Traffic acting on behalf of the
Government of S Lanka with regard to designing implementing and operating a Vehicle Emission Testing
Programme.

At present LEL operates nineteen [19) fixed testing centres, thirty seven (37] semi fixed centres and fifty one
{51) mobile centres throughout the country. LEL also maintains one (01) corporate mobile testing van to cater
to the fleet of vehicles of corporates and Institutions. Total Investment made by LEL is approximately LKR 500
million on this segment. A duopoly market is in play since barriers are in place and potential new entrants need
high capital infusion and government policies and regulations also act as a deterrent for a new entry,

At present LGL owns 20,299,999 fully paid Ordinary shares [1009) of LEL. Pursuant to the proposed equity
investment of LGL in LEL the shareholding of LGL in LEL will increase to 42,799,999 ordinary shares.
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4.6 Laugfs Leiswre Lid (LLL)

LLL which iz a fully owned subsidiary of LGL I= a BOI
approved company incorporated on 22 December
2005 and having its registered office at No. 70, Unit 7-
9, 2v Fleor, Lucky Plaza Mew Wing St Anthony's
Mawatha, Colombo 3, LLL entered into an agrecment
with B0l on 22 November 2007, The Board of
Directors of LLL as at 9 September 2010 are Mr W K H
Wegapitiva, Mr U Thilak N de Silva and Mr Harsha
Hannagala Gamage. There are 77 employees in LLL as
at 09 September 2010.

LLL was incorporated with a wiew of commencing its flagship, " Ananthaya Resorts” in an idyilic location between
the pristine beaches of the Indian Ocean and emerald blue waters of the Negembo lagoon, However, the program
to develop this hotel was temporarily postponed doe to the situation prevailed at that time, civil war against
terrorism. Nevertheless since May 2009, work has been commenced and ground work for the hotel has been
completed and presently ready for construction. In additon, LLL has mowved in with hotel management of
Emerald Bay Hotel and Temple Tree Resort and Spa as an initial step to leisure sector.

In pursuance of this strategy a management agrecment
was signed on 11 September 2008 to manage the 50 room
Emerald Bay Hotel at Induruwa for a period of three years
from 15 September Z008. The sald agreement will expire
on 14 September 2011, The hotel has 50 air-conditioned
rooms with views of the Indian Ocean, with a cholce
between those with balconies and sit-out area. It has a
Swimming Pool, Restaurants, a Bar, a Gym and a Ayurveda
Woellness centre for the best in leisure and relaation. It has

an alr-conditioned Banguet and Conference Hall o
accommodate 200 guests to cater special occasions and the business waorld. With the recent post war boam in
the tourist industry performance from this segment will improve while 200171 will be a promising year for many
strategic players in the Industry,

LLL also signed an agreement to manage “Temple Tree
Resort & Spa” located at Indurowa, close to Emerald Bay
Hotel on 02 September 2008 for a 3 year period from 01
September 2008, The =aid agreement will expire on 31
August 2011, It is a hotel that can be congidered under the
catepory of "small lhwory” deluxe ecstasy consists of ten
[10) spacious designer rooms with built in Jacuzzl made of
natural stone and a spa speclalizing in Aslan treatment for
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pampering the body. The "Temple Tree Resort & 5pa” has been attracting considerable level of tourists and
demand has been growing with tourist arrivals improving. LLL has plans of paining from immediate
opportunities avallable in the market place,

LGL has a plan to build and operate a tourist Hotel under LLL in Chilaw, passing Megembo as a move to tap
tourist segments that prefer short distance travelling and dazzling beaches of the Western Coast. LGL intends to
invest a sum of LKR 500 million in LLL for this purpose by way of equity from the proceeds of the IPO. The hotel
is anticipated to be completed in the yvear 2012 which will generate additional income for the group.

Due to LLL being acquired by LGL on 31 March 2010, it is imperative to note the financial statements for the
vear ended 31 March 2010 of LGL Group hes not disclosed any revenue from LLL in the segmental analysis to
the stalements.

At present, LGL owns 5,000,001 fully paid Ordinary shares (100%) of LLL. Pursuant to the proposed equity
investment of LGL in LLL the sharsholding of LGL in LLL will increase to 55,000,001 ordinary shares.

47  Langfs Property Developers (Pvt) Lid [LPDL)

LPDL which is a subsidiary of LGL s a BOI approved company
incorporated on 27 June 2005 and having Its registered office at No. 70,
Unit 7-9, 2 Floor, Lucky Flaza New Wing 5t. Anthony’s Mawatha,
Colombo 3. LPDL entered into an agreement with BOI on 29 November
2007, The Board of Directors of LPDL as at 09 September 2010 are Mr W
K H Wegapitiya and Mr U Thilak N de Silva, LPDL has no employees up to

TEOW.

LPDL was incorporated to develop a condominium property at Maya
Awvenue, Colombo 05 with 240 heoury apartments. Howeser, LPDL switched
its strategic plan and now embarks on a Matel Concept to cater the needs
of specific tourist segment with 74 service apartments. At present the regulatory approvals are obtained and
canstruction has commenced with the initial basement being completed for the super structure,

The Laugfs Property Developers having grabbed the opportunity from the market for service apartments in the
city of Colombo converted its current constructions at Maya Awvenue (nto a fully fledged service apartment
complex. The proposed complex will consist of 8 Aoors having a total number of 72 service apartments which is
o be completed in end of 2012,

LPDL became a subsidiary of LGL on 31 March 2010, At present LGL owns 15,000,000 fully paid Ordinary shares
of LPDL which comprise 75% of the equity of LPDL, From the proceeds of the [P0, LGL intends to invest a sum of
LER 425 million in LPDL by way of subscribing of 42.5 million ordinary shares of LPDL at LKR 10 per share.
Pursuant to the sald equity Investment, the shareholding of LGL in LPDL will increase to 57 5Mn ordinary shares

(92%).
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4.8 LAUGFS brand equity

The 'LAUGFS' trademark is owned and registered under LAUGFS Gas Limited
and for commercial purpeses |5 employed as the unifled corporate brand
identity by other companies within the LAUGFS group of companies, Whilst the
commercial benefits from this brand equity is realised by most companies
within the group, LAUGFS Gas Limited, LAUGFS Petroleum [Private) Limited
and LAUGFS Sunup Supermarkets [Private] Limited collectively contributes o
approximately 809 of the group turnowver which can be considered as a main LAUGFB
beneficiary of the associated brand promotional activities. Az such,

conservatively, the brand value of 'LAUGFS" has been estimated by considering the contributions from these
three business segments,

Based on an assessment carried out by PricewatorhouseCoopers, Sri Lanka, the value of the ‘LAUGFS brand as at
31 March 2010 has been estimated at LER 1,757 milllon. This brand value has been assessed employing the
relief-from-royalty approach, a penerally accepted valuation approach where value attributed to an intangible
asset |5 estimated based on the notional royalty expense savings from ownership of the brand vis-3-vis rovalties
or franchise fees payable on an erm's length basis to a third party in return for the right of use of such brand.

The 'LAUGFS brand value has heen estimated based on the three-year forecast of net zales amount=s prepared by
the reéspective business segments and computation of notional post-tax royalty streams, net of any associated
marketing expenses, generated thereafter. These post-tax royalty streams have been discounted at the
company’s post-tax weighted average cost of capital in order to arrive at the assessed brand value.
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4.9 Milestones of LAUGFS

1984 - Establishing the parsnt company - Gas Auto Lenks (Pvt] Ltd (Currently known a3 Laugfs Holdings Lid)

1995 - Commenced the commercial operations of Wattala Filling Station

1908 - Dbtalned Waorld LP Gas Assotiation Membership

2001 - Incorporated Laugfs Enginearing (Pvt) Ltd

2001 - Incorporated Laugfs Sunup Supermarket (Pvt] Ltd

2001 - Signing of agreement between CPC B LG for the purchase of CPC produced LP Gas

232 - First gas ship registered under the flag of S Lanka - Laugfs Wega Ship

2003 - Mast preferred business partner status — Popular vote for trading year 2003 (Sunup)

2004 - Incorporated Laugfs Petraleum [Pvi) Lid

2004 - Incorporated Laugfs Gas Lid

2005 - Obtained BO1 status — Laugfs Gas Lid

2005 - Incorporated Laugfs Corporation (Rubber] Ltd

2005 - Incorporated Laugfs Eco 5 [Pvt) Ltd

2005 - Incorporated Laugfs Property Developers |Pvt) Ltd

2005 - Incorporated Laugfs Lelsure Lid

2006 - Industrial Safety Award — Merit Award {Western Provinee) (LGL)

2006 - Incorporated Laugfs Lubricants [Pt} Lid

2006 - Incorporated Laugfs Restaurants (Pvt) Lid

2006 - National Agribusiness Council — Bronge Award {Sunug)

2006 - Provincial Productivity Sward = 1M:FFE|:I Service Sector — Medium Scale (Western Province) (LGL)

2007 - Signing of agreement batween Consumer Affairs Authority & LGL

2007 - Signing of agreement between Cammissioner of Motor Traffic on behalf of GOSL & Laugfs Eco §ri (Pvt] Ltd to
design implement and operate a Vehicle Emission Testing programme

2007 - Obtained BOI status ~ Laugfs Lefsure Ltd

2007 - Obtained BOI status = Laugfs Property Developers (Pwt) Ltd

2008 - Dbtained BOI status — Laugfs Corporation (Rubber) Lid

2008 - Dbtained BOI status —Laugfs Eco 5 [Put) Ltd

2008 - Commenced commercial operations of Eca Sri (Pvt) Lid at Gampaha Centre

20048 - Most respected business entities in Sri Lanka - 50 pesition

2008 - National Safety Award = Runner-up (LGL)

2008 - Super brands (Group)

2009 - Achlevers Award - Extra large sendce sector — Merit Award [LHL)

2009 - Business & Media World — Natbonal Business Enterprises Productivity Excellence fward

2004 - Effie Awards — Launch of Laugfs DIl

2009 - Maost respected business — Nation Mindedness —1% position

2009 - Most respected business antities in Sr Lanka - 41% position

2009 - National Business Excellence Award-Winner |Diversified Group Companies Sector) (LHL)

2010 - Incarporated Laugfs Hotel Management Senvices {Pvt] Ltd

2010 - \ncorporated Sunup Ceylon Tea (Pet) Ltd
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410 MEMBERSHIPS WITH PREMIUM ORGANISATIONS & INSTITUTIONS

Member — The Ceylon Chamber of Commernce
Member - The National Chamber of Commerce of S Lanka

Member - Federation of Chamber of Commerce & Industry of 5 Lanka

Member — Chamber of Young Lankan Entrepreneurs [COYLE]
Member - World LP Gas Association
The obove information 5 s of 03 September 2010

4.11 Products and Markets

LAUGFS Product portfolio
Product Product Category Details
2kg cylinder Portable cylinder with 2 kg of LPG
Skg cylinder For household use and as a
backup cylinder
IE.SMI-‘I:; Domestie cylinder For domestic use and backup

375 Kg Industrial cylinder

cylinder
For industrial use and large hotels

and restaurants

Aloka (Lantern] Gas lantern with 2kg cylinder.
Produces power and works 24hrs
continuously

Quick [Stove) LPG barbeque grill for home use
fits in to a 2kg cylinder

Gas Water Heaters

Gas Cookers

Tanks and supply facility

H&g-u'latnr [standard) World standard SIERRA regulator
with latest safety features, which
gives maximum protection to the
ser

Regulator (high pressure) A high pressure regulator with
latest safety features, which gives
maximum profection to the user

Rubber Hose Specially designed for LP Gas
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Engineering [tallor made for | Tank supply, installation and
the requirement) & Bulk Gas | maintenance

supply
Pipe Gas Installation and Engineering [tallor made for | LP gas supply, pipe and meters
maintenance the requirement) & Bulk Gas | installation and maintenance for
supply large apartments, condominiwms,

and buildings.

4.12 Future direction, prospecis, major assumptions on future plans and risk factors

Laugfs Gas Ltd

The country had been entangled in a civil war for almost three decades which saw its end in May 2009, The
economic loss from the war was enormous, taken into account of both direct and indirect cost In terms of loss of
productive output and discontinued economic activities. In the past, war in 5ri Lanka was deemed the single
most serjous pull down factor for economic growth and development Infrastructure and many factors that were
destroyed are redeveloped while the path for a rapid economic growth is recouped, The effects of the changes
are already visible as reflected in the Colombo Stock Exchange boom, increase in Per Capita Income and investor
rush towards opportunitles. This growth numbers and favourable perception towards the economy will
increass foreign direct investments and improve the socio-economic factors within the country.

The futuristic objectives of Laughs Gas and its subsidiaries were formulated in the backdrop of these
circumstances described above, and to achleve its ohjectives, the company and the subsidiaries have drawn up
certain major strategies to be implemented in the immediate future. The main driving factor for Laugfs Gas will
be market development with continuous expansion of distribution network, development of storage and filling

capacity, value added services to consumers and new business development in strategic locations.

4 Business Strategy and Future Plans

The era that is dawn is the exciting times for the company and the economy of the country. Post war
economic boom; will be used as a key opportunity for strategic investments and expansion. Foreign direct
investments and locals in foreign nations will infuse capital, newer consumption patterns and hope for the
future of all 5r1 Lankans, The company formulated is business strategies and future plans to expand the
current operations to Morth East Provinces while focusing on internal growth of the group
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+ Expansion of the Distribution Network

The company has specific plans on promoting the use of domestic LP Gas and other products in the
MNorthern and Eastern parts of Sri Lanka. Action plans to penetrate into these territories has been already
developed, establishing a strong distribution and dealer network, The penetration strategy for the intended
mariket will focus In significantly lower new connection cost and offer a reasonably lower price to the
consumer to capture a sizable market share from these emerging markets.

O Vavuniyas
O Trincomalee

i Anuradhapura

Puttalam @ Polannaruwa

@ Kundasale O
@ Mawanella s,
Colombd® @ ooy ke @ Nuwara Eliya

ol ® Rathnapura

® Galie

@ Existing Distributor Points O Propased Distributar Points

+ There are 13 main distributors and a network of around 1,665 dealers spread throughout the country, This
will be increazed to 19 distribotors and a total of 2000 dealer network under the current market
development strategy/program. The strategy of the company in expansion of distributor and dealer
netwark will be to make additlonal Investments to ensure continwous supply of products, provision of
economical package for new connection with the introduction of innovative range of products and making
transportation effective and efficient through improved logistical arrangements to be made.
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The company had identified a great potential to promaote the use of domestic LP Gas in the post-conflict
environment in the Morthern and Eastern Provinces in 5ri Lanka. It has already initiated its action plans to
penetrate into these territories through the establishment of a strong distribution and dealer network. The
penetration strategy for the intended market development focusing on these particular provinces will be, a
significantly lower new connection cost and thereby to offer a reasonably lower product price to the
consumer and as a result to capture a sizable market share in these emerging markets.

+ Storage and fAlling capacity development

The availability of storage and filling capacity is a critical key element in the success path for the LP Gas
downstream business. At present, the company enjoys approximately 24% (2 500MT) share of local storage
capacity of 10,500MT within the country as against the demand for 16,250MT per month for the country.
The shortage of 5, 750MT per month has to be looked into favourably by the existing players,

The company under [t5 strategic plan envisages incurring approximately LKR 470 million in the next vear on
capital expenditure to increase substantially the LP Gas storage capacity at Mabima. The company presently
has a capacity of 2500MT tank storage and this will be increased up to 4,000MT with a further investment
The company presently imports parcels of 2,500MT of LPG each and with the expected expansion of storage
capacity; 5,000MT of LPG parcels can be imported.

In addition to the storage capacity development, plans are set to install 2 new storage tank farm at close
proximity to the Galle Harbour with extra filling capacity, This project has been Initiated as an additional
distribution centre to cater to the expanding market in the Southern Province with higher levels of growth
expectations anticipated from this part of the country, Storage capacity against monthly sales can be
depicted as follows;
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+ Maintain strong financial position

LGL intends to settle the financial facilities set out in Section 2.2 of this Prospectus from the proceeds of this
iszue, Low cost of financing and cost effectiveness for better investor return has been a key strategy of
Laugfs Gas. Further, employing financial professionals with broader business experience has also bean
considered as a measure to Improve the fnancial management function of the organisation, which in urn
will improve the financial position and performance with better monitoring and review. Balance sheet
composition for last 5 years ending 31 March is depicted below in a graphical form.

[Sowrce; Audited Financial Statemants of LGL Group)

4+  Value added services
The company intends to develop its existing and new value added business and services to improve its
service levels and business revenue streams. The pricing strategy will be more focused to attract new
customers whose income levels are low but provides an expectation for the future, This pricing strategy will
have a spotlight in providing cost effective packages for day-to-day activities of many consumers of the new
markets that was untapped Le. north and east of the country. The company intends to double the refill sales
volumes in the 18 months beginning from September 2000,

Incdustrial sector 15 the new emerging market in 5ri Lanka and tourism will boost all other sectors as well
Reduction in interest rates will make investors to borrow money for investment opportunities and
economic growth, Therefore in the future plans of Laugfs Gas, intergraded services from design, installation
and maintenance with safety advice along with the gas supply within affordable price will be a key success
factor given the anticipated growth from other sectors and the spill-off effects. High value driving services
include the following;
1. Gas for condominiums: Piped LP Gas systems with a main storage tanks and meters for each resident.
2, Supply, install and maintenance of bulk storage tanks and piping systems for Hotels, Restaurants and
Industries.
3. Supply of Gas to the ceramics industry as a low cost fuel based on the agreement with the 5ri Lanka
Ceramics Council
4. Perfodic safety audits, customer training - emergency response, fire Aghting and LPG awareness
Supply of industrial gas tanks on a rental basis.
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+ New Business Development

The company was exploring possibilities of installation of "All Weather” LP Gas storage and discharging
terminal for the last few vears, which s a new industry benchmark for 5r Lankans, All weather storage and
discharge terminals are located inside the port end the Company is expected bo commence discussions with
the authorities concerned under the next phase of developments in the Hambantota Port, The advantage of
having an “All Weather” terminal is continuous supply and discharge of LP Gas, irrespective of variation of
weather patterns which has a negative correlation to freight charges levied by the shipping companies. The
freight expenses will be significantly reduced with the installation of the “All Weather” terminal.

There are anticlpation of a Tourlsm Industry boom in 2011, with a dramatic Improvement In the tourist
arrivals consequent to the withdrawal of travel adversaries by many organisations and countries, The boom
in the industry will make high end hotels to be Improved, bullt or developed in a scenarie of tourist demand
mismatch as against the tourist room capacity available in the country. Condominiums and apartments also
will be built to carer different segments in the tourist industry while boom in the rural economics will boost
overall economy. This will also support the LP Gas industry with the increased spending on consumption
and the new markets - North and East of the country,

+ Ceylon Petroleum Corporation [CPC) Supply
Suppliers of the LPG in 5ri Lanka include foreign suppliers and Ceylon Petroleum Corporation [CPC)
Continuows supply of LP Gas from CPC to LGL is assured by the order given an 30 March 2009 in the
Supreme Court Application No. 397 /2007 [Laugfs Gas [Pvt) Ltd vs Minister of Petroleum Resources and
others]. The CPC's daily average production approximates to 50MT. As per the Central Bank annual report in
2009 approximately 12.3% of total requirement of 5ri Lanka is supplied by CPC

+ Enhancing Operating eficiencies
In erder to meet the increasing market share in all segments including domestic and commereial, it is
planned to improve the LPG filling capacity by adding filling heads to the existing filling carousal at the
Mabima plant. Loading and unloading fecilities will be improved and accordingly will avoid vehicle waiting
time &t loading and unleading bays. The company Is planning te install reglonal filling plants In Galle,
Anuradhapura and Hambanthota within the next five years with further investments.

+ Expansion of Logistics facilities
The existing LPG tanker fleet will be moedernlzed and expanded In order to ensure safety In LPG transport
from LPG vessel tankers to the main storage and to customer’s bulk storages. This will further avoid any
delays in product evacuation from the CPC refinery and LPG tanker unloading preventing possible shipping

dEemurTages,

The expansion plans of storage and flling capacity compels the modernization and expansion of the existing
road tanker fleet to ensure safety and efficiency of LPG transport from vessel tankers to the main storage
and to the customer's bulk storage facllities. It is planned to add the (4 more to the existing 17 road tankers
at a cost of LKR 100 million and the modernization of the existing road tanker fleet-will cost a further
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investment This will facilitate to aveld any delays in product transportation from the port and the CPC
refinery to the plant complex and alse from the plant to the customers storage facilities and will reduce high
cost of demurrage.

+ Manthly Refill Sales Target of 500,000 for Domestic Cylinders
Laugfs Gas's main thrust will be to achieve 500,000 monthly refill sales targets in the financial year
2014/15. Comprehensive and elaborate advertising and promotional plans have been designed to achleve
this target focussing the consumer on the one hand and on the other concentrating over the distributors)
dealers,

The consumer focussed strategy includes positive price point against the competitor, exclusive promotions
targeting specific offers, banded offers, term payment offers, etc. whilst the rest of the promotion will
concentrate on offers to the distributers and dealers with quantity discounts, conventions and being with
exclusive clubs with benefits attached.

Laugfs Eco Sri (Pvt) Ltd

Buzsiness and Profitability Assurance

4+ Vehicle Emission Testing (VET) program as is a mandatory reguirement by law. The VET project Is fully
operational at the point of full implementation throughout the country, At present the VET program is
implemented in many locations of the country except Morth and East The implementation of the VET
project in the Morth and East provinces will commence in the near future. This assures the business and its
continuous profitabilicy for the future.

+ As per the conditions of the agreement dated 26 july 2007 entered into between LEL and the Commissloner
of Motor Traffic on behalf of GOSL, LEL's fee with regard to VET certification may be revised annually with
the consent of GOSL based on the Colombo Consumer Price Index, Whale Sale Price [ndex and Wage Rate
Index published by the Central Bank of Sri Lanka. In May 2010, 21% increase was granted which was due for
2009 and another increase s anticipated In November 2010 for the current year,

+  Expansion of Vehicle Emission Testing (VET) Centres
In addition to existing VET centres operated by Laugfs, additdonal centres will be located at more convenient
and strategic locations. Three (03] new VET centres will be formed in the Eastern Province at Trincomalee,
Batticaloa and Ampara within next few months along with semi fixed and mobile centres.

+  Value Added Services at VET Centres

Value added services (free of charge) such as Windscreen cleaning, battery checking, tyre pressure checking,
etc were proposed which were understood as sales drivers and some of the services were already been
realized at permanent VET Centres established island wide except for Northern and Eastern provinces will
attract more customers (o thelr respective service centres. LEL has negotiated and finalized a program with
an established and repubed brand of battery manufacturer in the country to test the batteries of the vehicles
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tested at the VET centres of Laugls Eco 5r, free of charge and generate a status report with the necessary
Instructions and advise to the motorists,

It has been established that there is a correlation hetween the tyre alr pressure and the fusl comsumption of
the vehicles. It has also been observed that the tyre pressure of vehicles is either not kept at standards
specifled or most often, iImbalance tire pressure is maintained. The VET centres will provide a system to
measure tire air pressure with a status report free of charge. It will also have instructions to the motorists to
rectify the issue,
+  Technically Qualified Staff

Eco-5ri has equipped with a fully qualified technical team from the automobile engineering industry with
the required skills and experience to carryout Eco-Tests in an effective and efficient manner, The company
policy towards staff training ensures that all technical staff undergoes a thorough and develop skills and
competencies to fAll the capability gaps If there is any, to make sure that they are knowledgeable of the
advances in technology.

+ Island wide Eco-Test coverage
The company offer island wide coverage via well 56 equipped fixed test centres and 10 mobile units, All the
test centres are positicned at the ldeal locations that were selected after a careful vehicle density analysis of
each district with a focus of giving the highest customer service in terms of efficiency and convenicnce.

+ HBrand Strength of Eco-5ri
The brand strength of LAUGFS is a critical success factor that supports the success of Eco 8ri, as it is a well
rencwned name with many households that has won the trust and confidence of the consumer through the
diverse business wventures of Laugfs Holdings. This will be used as a trust factor to create an outstanding and
well equipped emission testing centre at each major city of 5ri Lanka

Laugfs Leisure Ltd

Futuire Investments

+ New Hotel Chain
Laugfs Leisure would commence construction of a *four star” 100-room hotel at Karupakane in Chillaw, on a
14-Acre beach and lagoon front. The construction of the hotel (s anticipated to complete within a period of
18 months. However the "Mock-Up® room of the proposed hotel will be available by March 2011 to kick-off
the marketing and brand building aspects of the hotel. The soft opening of this hotel Is planned for eary
2012 and will be fully functional from 2012 /13 financial year.

With the completion of 100-room hotel in Chilaw, Laugfs Lelsure will move forward to construct two "Five Star”
category hotels, one at attractive unsophisticated castern coastal area and the other hotel in southern/south
west part of the country. Based on future plans both the hotels will be in fully functional stage for 2016/17
season, the time during which the povernment anticipates tourist arrivals to the country to reach an
astounding 25million guests [Source: MNational Strategy for Srl Lanka Tourlsm, 5ri Lanka Tourlsm
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Development Authority]. By the time the two newly constructed five star hotels are fully functional, the four
star hotel operstional in Chiliw will also be upgraded to a five star hotel making a chain of five star hotels,
under Laugfs Leisure.

LLL has plans of growing in this sector with immediate measures to grab the business opportunities already
in the market place and to grow from the room scarcity that could emerge in the near futwre. This chain will
be a unique brand of hotels focused on high end tourists with a touch of Sri Lankan indigenous culture,
coupled with innovative eco friendly features which will be unique for the industry,

+  Managing of Hotels
Laugfs Leisure is currently actively involved in managing hotels, of which one Hotel could be categorized as
"Small Luxury Sector”, In addition to the managers role for the existing hotels the management would study
further expansion of its business by venturing into management of several more hotels in the country and
extending the current agreements,

Laugfs Property Developers [Pvt) Lud

Service apartments

The service apartment concept is an alternative for hotel accommaodation for short and long stay leisure and for
business travellers as it will provide all amenities for daily use. Tourism boom on relatively cheaper
international travel will support the industey to grow in 20011,/12 period in a significant manner, However, over
the last decade tourist needs and their consumption patterns for service apartments have risen. The benefits of
service apartments may (nclude more breathing space and privacy, convenience when travelling with a family at
a relatively cheaper rate.

These apartments will be fully furnished and eguipped for guests with cocking faciliies, all modern
infrastructure such as television, broadband access, generous closet space, fully sized washer and dryer and
ceramic tiled bathrooms. The complex will have common amenities such as gymnasium, swimming pool and
restaurants. The proposed complex will be fully operational by 2012/13 with the theme of "3 howse away from

home”,

Risk Factors
Laugfs Gas Lid
+ LP Gas storage capacity

The company may be subject to certain risks in relation to storage capacity due to its lower capacity for buffer stock
in order to meet the demand atleast for a one month period in an instance of disruption in international supply
of LP Gas. An Industry risk prevalls since total storage capacity of the country from the two players is
approximately 10,500MT whilst the current demand s approximately 16250MT per month. As such, any
disruption either in supply or transportation of LP Gas can lead to unusual behaviour in the market place.
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4+ Reduction of rates of alternative energy sources

The Government has ambitious programs to increase the capacity of generation, transmission and distribution
of electricity with itz coal power, other power plants and also by having alternative renewahble energy sources
The objectives of providing electricity from the National Grid at & relatively lower rate will have an impact on the
LP Gas market Howewer, switching cost will reduce the impact from the substitute, in an event of an availabilicy
of economical electricity supply.

Honetheless, from the households in 5n Lanka only 30% use LP Gas as an energy source for cooking while the
rest use fire wood. Given the economic conditions improving and houschold income to increase, more
households will switch Into Gas based cooking providing a robust growth prospects for Laugfs Gas.

+ Supply of LP Gas from Ceylon Petroleum Corporation [CPC)

The continuous sapply of LP Gas from CPC has been assured by the Supreme Court Order made on 30 March
2009 in Application No, 397 /07 filed by LGL. In the event of a discontinwation of supply of LP Gas by CPC, LGL
will lose 30% - 40% of the requirement of the company. The incremental cost will be the cost of freight, as CPC
sells at the prevailing world market prices [Saudi-Arameo Contract Price), It is imperative to nobe, every 3 years
CPC closes |t refinery operatons for maintenance for a peried of 2 months, during which period LGL has
supplied gas without any disturbance to the current supplies to the distributors utilising Imported gas.

+ Possibility of an additional competitor to the industry

Government of 5ri Lanka is in discussion on the sale of Shell Gas Lanla (Pvt) Lid and entry of Government based
organisation is a possibility in the future. In such an event the industry might see more players which will
increase competition for LGL and thelr related products,

Laugfs Eco Sri (Pvt) Lid

+ Public Perception

The Government of 5ri Lanka had been viery active in making the emission levels monitored in the last decade
and Improved the required legislative framework to strengthen the industry. Nevertheless, the public perception
is not conducive to operate Vehicle Emission Testing programs. However, with developments elsewhere in the
world, public at large will be concerned to the environment and the carbon content in the air.

Whilst continuing with the business operations, the company had public awareness programs to educate the
general public on the significance of vehicle emission testing, effects of polluted air and the benefits from
improved air quality.

Laugfs Lelsore Ltd

+  Pressure to reduce hotel rates in competing market segments

The boom In the tourism Industry in 56 Lanka will pressurize competitors to react with a reduction in room
rates to attract and sustain the existing level of tourists to the respective hotels while better facilities are made
available by newer hotels bullt, Nevertheless, with the anticipated demand for additional 25000 rooms for the
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island by 2016, drop (n tourists to Maldives and government plan of increasing tourist arrivals to 2 5million in
2016 will have a positive impect on the room rates,

+ FEconomic environments of the West and currency fluctuations

The major markets of Sri Lanka tourism i Europe who search for greater service with higher spending power.
However, economic conditions prevalling in such countries have a direct impact on the tourist arrivals and the
spending pakterns.

Further, volatility of the currencies of the west have significant impact on the operations of the industry as there
is time lag between the tour operators seasonal contracts and the actual arrivals of the clientele,

Laugfs Property Developers [Pvt) Lid
4+ High Competition
As there are more service apartment constructions coming in close proximity and severe rate cuts as a survival

strategy will act as a competitive pressure for LPDL. Further, In future LPDL might face more competition from
different classes of apartments with better services while their rates are relatively low.

4.13 Depree of dependence on ey Customers and Suppliers

The Company does not depend on any single customer and hence no risk could be identifled in that area,

The suppliers to the LPG industry in 56 Lanka include foreign suppliers and Ceylon Petroleum Corporation
(CPFC). The continuous supply of LF Gas from CPC has been assured by the Supreme Court Order made on 30
March 2009 in Application No. 397 /07 filed by LGL.

The risk on dependence on the suppliers has been well mitigated by maintaining excellent relationship with the

forelgn LPG traders In several countries, The Company has well experience by satisfying Its total demand only
from imported LPG during the local refinery shut down periods.
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414 Loans, Overdrafts and details of Material Indebtedness
The details of loans, overdrafts, other borrowings and material indebtedness of the Company incloding leasing,
lease purchase and hire purchase commitments as at 09 September 2010 are given below:-

Sampath Bank PLC

2905,672
14,329,000

B14,538
4,828,870

‘Bank of Ceylon 19,961,000 6,941,833
Hatton Han:nnlllank?‘[.{: 27,195,984 '22 949,516
DFCE Bank PLE 20,000,000 193,310,332
‘Lanka Orix Leasing PLC 138,653,713 112382141
Central Finance Limited PLC 15,000,000 10,594,340
Merchant Bak of Sri Lanka PLC 135,000,000 90,543,197
Union Bank of Colombo Lid 25,000, 0:00 12,534,282
Sampath Bank PLC 25,000,000 21,247,000
.ﬁﬂl.ﬂﬂﬁt Fl::lam:l Limmited 25,000,000 ET.BELHB
Ceylease Financlal Services Ltd 14,000,000 2,688,488
Union Bank of Colombo Lid 25,000,000 18,709,752
Seylan Bank PLC 10,000,000 8,730,340
Hatton National Bank PLC 51,200,000 38,942,171
Bank of Ceylon 350,000,000 139,847,936
Lanka Orix Leasing PLC 75,000,000 59,362,805
Sevlan Bank PLC 10,000,000 5,627,000
Lanka Orix Leasing PLC 50,000,000 50,000,000
TOTAL 897,570,105

The repayment terms and the security pertaining to the sald facilities are set out in Note 11 to the Audited
Financial Statements of the Company on this Prospectus,

From the above facilities, the facilitics disclosed in section 2.2 of this Prospectus will be settled from the
proceeds of the Issue.

As at 09 September 2010 there were no mortgages or charges on the assets of the Company other than the
mortgages and charges disclosed under Note 11 to the Audited Financial Stabements of the LGL Group 2et out In

this Prospectus.
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The details of the Guarantees and other material contingent liability of the Company as at 31 July 2010 are
disclosed under Explanatory Mote 7 to the Interim Financial Statements of the LGL Group set out in this
Prospectus.

Intercompany Trade Receivables as at 31 July 2010 - Laugfs Gas Limited

Name of the company LKR
Laugfs Holdings Limited 273,256,187
Laugfs Petroleum {Pvt) Ltd =~ 40,494,742
Laugfs Sunup supermarkets (Pvt) Ltd 69,793 846

Mate: Recelvables from Laugfs Holdings Limited relates to supply of Gas and related products.

415 ‘Working Capital

The Board of Directors are of the opinion that the working capital is sufficient for the purpose of the normal day
to day operations of the Company.

416 Dividend Policy

Subject to the provisions of the Companies Act No, 7 of 2007 and the Articles of Associations of the Company the
Board of Drectors may recaommend and declare distributions to sharehalders by way of dividends from and out
of the profits of the Company. The dividend rate will be determined based on number of factors, including but
nat limited to the Company’s eamings, capital requirements and overal] financial condition

The details of the dividend pald by the Company, on the Ordinary voting shares since 01 April 2007 1z given
below

200607 75,000025.00  Final = 7.50, Interim - 5.00
200910 58.500,020.00 | Final - 0.75

Pursuant to issuwe of Ordinary Voting Shares and Ordinary Non Voting Shares as contemplated in this Prospectus,
whenever the Company declares a dividend in respect of Ordinary Voting Shares, the Company will also at the
same me declare a dividend in respect of Ordinary Mon Voting Shares, The applicable dividend rate (dividend
per share) would be the same in respect of both classes of shares,

417  Litigations, Disputes and Contingent Liabilities:

Two emplovees [Minor stalf] of the Company who have been terminated on the ground of misconduct have
instituted legal acton at the Labour Tribunal against their termination. These actions [Application Mos. LT
311012005 and LT 31,/102/2005) were dismiszed by the Labour Tribunal President on the ground that the
termination of their services was legal, lawful and justifiable. These two employees have challenmged the

judgment and appealed to the High Court (HE [Clvil) Appeal Nos 46,09 and 63709, The Company is of the view
that these twao litigations will not have any significant effects on the Company's finandal pesition or profitability.
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Apart from the above there are no material Contingent Liahilities or legal, arbltration or mediation proceedings
pending against the Company as at 09 September 2010 that would materially affect the current financial
position or future operations or profits of the Company,

A statement pertaining (o commitment and contingent liabilities of the Company as at 31 July 2010 is et out
under Explanatory Note 07 to the Interim Financial Statements set out in this Prospectus.

As at 09 September 2010 there were no penalties imposed by any regulatory or statatory authorites against the

Company.

418 Material Contracts

The Company has not entered into any material coptracts other than those contracts entered Into as part of the
ordinary course of business carried on or intended to be carried on by the Company and the agreement detailed
below.

The Company has entered into a Pricing Formula Agreement with Consumer Affairs Authority on 28 December
2007 with regard to pricing of LP Gas,

4.19  Details of Commissions Pald

Mo commission has been paid by the Company in the two years preceding the IPD for subscribing or agreeing to
subscribe or procuring or agreeing to procure subscriptions for any shares of the Company.

420 Details of Benefits Pald to Promobers

Mo benefits have been paid or given by the Company to any promoter within the bwo yvears preceding the IPO
and there are no benefils intended to be paid or given to any promoter during the next two vears succeeding the
1518

421 Management Agreements and Shareholders Agreements
There are no Management Agreements or Shareholders Agreements pertaining to the Company in place as at 09

September 2010 and at present no such Agreements are under consideration,

422 Revaluation of Assets

4.22.1 Laugfs Gas Ltd: Mabima - Langfs Gas filling plant

The assets of the Company have been revalued as at 28 March 2010 and a sum of LKR 899 million was
transferred to the Revaluadon Reserve Laugfs Gas filling plant complex is situated in a fast developing
residential and industrial area of Biyagama and approximately 10 kilometres away from the Colombo Municipal
Councll Limits. Since the locality is in the fringe of the Municipal area of Colombo there is a high growth potential
seen in the locality as evident by several real estate development taken place and some in progress. Mumber of
medium scale industrial holdings facing the Bivagama road and Kelaniya area have been fragmented and sold as
industrial sites. Total valuations of Lands were LKR 359 million, Buildings LKR 35 million and Plant and
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machinery LER 450 million for the year ended 31 March 2010, A gualified independent professional valuer -
RM. Ratnayake with BSc Estate Management & Valuation (sp.) University of 5ri Jayawardenapura and
Azsorciate membership from of Institute of Valuers carried out the valuation. The valuation (s based on the
present market price f value of Buildings, Plant and Machinery,

4222 Laugfs Gas Lud: Havelock Town

The assets of the Company heve been revalued as at 28 March 2010 and the property is situated in Havelock
bown closed proximity to the Colombo City Centre and falls within Concentrated Development Zone formulated
by the Urban Development Authority, In general land values of the vicinity has reached a stable level over the
past few years due to better availability of facilites within the highly developed commercial belt of Havelock
town and immediate vicinity. All the basic facilities and services are available within 500 meters of the property.
Building is adopted current rates and depreciated according to thelr construction, age, physical conditions and
other attributes of the property. The building has been revalued at LKR 13 million for the year ended 31 March
2010, A qualified independent professional valuer with BSc Estate Management & Valuatlon (sp.) University
of 50 [ayawardenapura and Associate membership from of [nstitute of Valuers - B.M. Ratnayaks carried out
the valuation, The valuation is based on the present market price / value of Builldings, Plant and Machinery.

4223 Laugls Gas Ltd: Reid Avenue

The assets of the Company have been revalued as at 28 March 2010 and a sum of LKR 252 million was
transferred to the Revaluation Reserve, The property |s situated dual fronting to the Reid Avenue and
Kumaratunga Munidasa Mawstha and closed proximity to the Colombo City Centre. This land falls within Special
Primary Residential Zone formulated by the Urban Development Authority. In general land values of the vicinity
has reached a stable level over the past few years due to the availability of facilities within the highly developed
residential cum commerchal of Cinnamon Garden and immediate vicnity, All the basic facilities and services are
evailable within 500 meters of the subject property. A qualified independent professional valuer - RM.
Ratnayake with B5c Estate Management & Valuation [sp.) Unlversity of 5ri [ayawardenapura and Assoclate
membership from of Institute of Valuers carried out the valuastion. The valuation is based on the present
market price f value of Bulldings, Plant and Machinery.

4.22.4 Laugfs Eco Sri (Pvt) Ltd

The assets of the Company have been revalued as at 28 March 2010 and 3 sum of LKR 122 milllon was
transformed to the Revaluation Reserve. Fifty three Laugfs Eco Sri Emission testing centres are situated in island
wide and these centres are constructed on the leasehold lands, Mineteen centres out of the fifty three are fixed
centres and balance thirty four are container centres and mobile centres. Buildings and other structures have
adopted current rates and depreclated according to thelr standards of construction, age, building materials,
physical conditions and other attributes of the property. The value of buildings and structures are
LER 287 million. A qualified Independent professional valwer - LM, Ratnayake with BSc Estate Management &
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Valuation [sp.) University of 56 [ayawardenapura and Associate membership from of Institute of Valuers
carried out the valuaton.

Freehold & leasehold testing equipments and generators are valued under the Net Current Replacement Cost
Method. The Net current replacement cost is established by depreciating the gross current replacement cost in
order to reflect the value attributable to the remaining portion of the total useful economic working life of the
asset, taking due account of age, condition, obsolescence and other relevant factors, including residual value at
the end of the asset’s useful economic working Hfe.

All the following factors are considered in determining the useful life of the assets,

% Expected usage of the assets

% Expected physical ware and tear

%  Technical or commercial obsolescence arising from changes or improvements in production
% Legal or similar limits on the use of the assets,

Being a Board of [nvestment approved industry all machinery and equipment were imported duty free and any
sale to another BOI project would be duty free while sale to any cutsider will be subject to the normal duty.

Hence the value as based on the current duty free prices of the subject testing equipments and generators.

Although the economic life of these testing equipments and penerators are about 15 years it is observed that
they are usable for a longer term with proper care and maintenance.
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5.0 DIRECTORS

51 Details of the Board of Directors of the Company as at date
Name & Address Age Qualifications /Business Other Directorships /
Experience Positons
Mr. Wegapitiya L Master of Business Administration Chairman
1
:::lii;}:n:ilr: () e N = Chamber of Young Lankan
W itiya Post Graduate [nstitute of Management Entrepreneurs
EAl Unbwersity of S laymwardenepura I
195/30 Royal Court, 5 n
Kosware Road, ';:EII:I e Ky Manegeamen 0. -1y Federatiom af Chamber of
Rajagiriya Commerce & [nadustry of Sr
University al Oxford, England Larnka
Direcior
B5c [Business Management] Special in [~ State Trading (Co-Op)
1984 Wholesale Co. Lid
University af S [syewardencpura Executive Committee Member
Program for 5ri Lankan Entreprensurs = Ceylon Chamber of Commaerca
1994, Overseas Technlcal B 1 Memt
Schnlarsti, Triom, jap = SLAASMB [5ri Lanka
On several pocasions member of Accouniing & Auditing
afficial Preskdential entourage af Standards Monltoring Board )
vlsllm,! ﬂulqu,a.l.n.m: b severl i
oountries in business promoticns.
Member ofvisiting Sri Lankan, trade |~ g#s Holdings Ltd
and industry defegations o various =+ Gas Auto Lanka Lid
countries organized by seviral local oy
Chamber of Industry and Commerce, Langgtn Aqns Systaima i) Ld
Attended number of Industry and made i II:::;HE Compsarstion (Rutwa]
falrs held cwerdoss for biesdvess
prodm otsmn. —+ Laupfa Fobber Products [Pvt)
Freguent invited guest speaker oa ad
entreprensirship, leadership and —+ Laugfe Eco Sel [Pve) Lud
husiness development at forams
—+ |3 E ri Pvr) Lid
organized by professional associations, ligh Beginesring (Fut)
indusiry associations, business related [~ Lawgfs Gis L
clubs and societles. -+ Laugis International (Pve) Lid
Entreprensur of the year 2004 - - .
Western Provinee - Bronze Laughs Leisure L
B eur of the year 2004 - = Laupfs Lubricants Ltd
National - Branze =+ Laupfs Petrolewm [Pvt] Lad
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Mr. Udn Kumburage Thilak
Nandagiri De Silva

21/6E, Samarakoon
Garden, Ananda Balika
Mawatha, Kotte,

56

Entrepreneur of the year 2005 -
Western Provinoe - Silver
Entreprensur of the year 2005 - Extra
Large Category — Mational Gold

Asfan Leadership Award for
Excellance in Entreprensurship
Excellence - 2007 by De. P N Singh
Foundatian in Mumbai, India.

Entreprensur of the pear 3006 -
Mationad Platinum Award

Entreprensur Development Program
2003 - The Adzociatian for oversens
Technical Scholarship [ADTS), JAPAN

Higher Dpdoma in Business
Management - UK

Attersled number of industey and trade
fairs held overseas lor business
promdatian,

Wide exposure for distribution of
praducts, LP Gas procurement, LP Gas
related eguipment procurement and
penaral usiness management

Count a talal number of 30 years aff

business experience as entrepreneur
engaged on diversified fields and
businesses

= Laugls Power Lid

= Laugfs Property Developers
(Pve) Lrd

= Laugfs Restaurants [Pvt] Ltd
=+ Laugfs Salt & Chemicals Lod

— Laugfs Sunup Supermarket
[P Lud

— Langls Terminals [Pyve) Lud

—  Laugls Hots]l Maragsmenl
Services [Pvt] Lid

== Sunup Ceylon Tea [Pwt] Lid
Advisor

=+ United Nations Youth
Fecleration of 5ri Lanka

Managing Director
— Laugfs Holdings Ld
— (zas Auto Lanka Ld
— Laugls Agua Systems [Pwt]) Lid

— Laughs Corporation [Rubber)
Ltd

= Laugfls Rubber Products Pt
Ltd

= Laugfs Eco Sri [Pwt] Ltd

~ Laugfs Engineering (Pvt) Led
— Laugfs Gas Ltd

— Laugfs International [Pve) Led
— Laugls Leisure Lid

—  Laugls Lubricants L

= Laughs Petredeam [Pvt] Ltd
-+ Laugfs Power Lid

= Laugfs Property Developers
(Pve) Led

~  Laugfz Restaurants [Pyt] Ltd
— Laugfs Salt & Chemicals Lud

—  Laugfs Sunup Supermarket
(Pve) Led

 Laugfs Terminals (Pve) Ltd

— Laughs Hotel Management
Serices [Pt Led

== Sunup Ceylon Tea (Pwt] Lid
Director
= UK D Slva & Company
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Mr. Hewa Anmnakago 57
Artyaratme

LHZE, Kotte Road,

Nugegoda,

First Class Honours Science Graduate

Banker with over 30 years of banking
experience.

Wide exposure to Development
Banking, Investment Banking Aszcet
Management, Yenture Capital, etc.

AL present the Executive Vice
President in charge of overall lending
at OFOC Bank.

Farmer Chief Executive Officer of
Lamka Ventures Limited,

Exccutive Vice President
— DFCC Bank PLC

Director
— Huruwita Textile Mills Ltd

—~ Wayamba Flantathons [Pvr)
Lud,

~ Laugfs Gas Lid

~ Laugfs Engineering(Pvt] Ltd

— Laugks Eurlup .5|.||:|=r|'r|:rh::l:
(Pvt) Lid

=+ Laugfs Holdings Lid

Mr.Chandra Lal de Alwis = &7 Gradisated In Business Management in | Chairman
146,/10A1, Kaldera 1976 =+ f::h:dur: :_I]l'l“:h'.l:luﬂ af
Gardens, Receipt of the a certificate of i
Dutugamun Street, commiendation fram AQTS Japan Director
Kohuwala, Dehiwala, presented in recognition of kis =+ Link Natural Products [Prt)
[(Appointed w.ef leadership and dedication to the Led,
01042010 network of AOTS Alumnl Societies and | :
Economic & Industry development as phon. Tepan faz,
well as enbancement of friendly Founder / General Secrotary
relations between Japan & Seci Lanka — JASTECA (Alumnl of AOTS,
linking Uke world, In the year 20046, Japan] & later served as bls
Recipient of the prestigivus Merit ik s
Award masle by the Plastic & Rubber Wice Palron
Institute n UK In 1994 in recognition  — Japan - 55 Lanka Technical
of his services to the Plastic & Rubber Cultural Assaciation,
o T [
' =+ National Chamhber of
Also recefved a prestiglous award Commerce of 5ri Lanka,
from the Chinese Government to Dep. President,
celebrats the S0t Annlversary of the
—+ 5ri Lanka - China Business
Diplomatic Relatians between S Car am Conmeil,
Lanka & China in May 2007 in o
recognition of his contribuetion to Immediate Past President,
huﬂd-n‘p friendly relations between = 5pj Lanka Ingtitute of
the two countries. Packaging,
Gen. Secretary,
= Sazakawra Memorial 5ri Lanka
Japan Cuktural Trust
Member
= Board of Governors of the
Unbversity of Viocational
Technology
—~ Honorary Membership for S0
Lankas Institute of Packaging la
2009,
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Mr. Palitha Mendis
Kumarasingho

615,/10 Rajagiriya
Udyanaya,

Mawals Road,

Rajaglriya

{Appainted wef 01.09.10)

5

President's Counsel smee T july
2006

Practising Lawyer with 30 years of
experience tn Civil Law
Specialized in Commercial Law and
Banking Law

Retainer for several Commercial anc
Hﬂﬂm‘tﬂaﬂhqnﬂﬂmpﬂﬂm‘npﬂu

Vice President | Member Execative
Committee the Bar Association of Sri
Lanika (2003 - 2005)

President - Colambo Law Soclety (2003
- 2005)

=+  Lecturer in Practical Training
Course for Apprentice Law
Students.

—  Lecturer in Cerdficate Course for
Attoeneys-at-Law,

— Director of 5 Lanka Law
Codlege Foundation.

= hakrman, Envimnmental
Council established gnder the
Central Environment Aushority
Act. since fune 2010

—  Member of Incorporated Councll
of Legal Education

—  Member - Public Service
Commésgion 2006 - 2009

= Member of the Advisary
Cammission on Intellectiad
Propesty

=+ Lecturer - Banking and Recovary,
Spenial Practical Training Course,
Apprentice Law Students of Sr
Lankes L College.

Mr. Tissa Kumara
Bandaranayake

45,1 Sumangala Road,
Colombo 8
fAppainted weef 01.09.10)

LT

Fellow membar of [nstitutes of
Charvered Accountants of 5l Lanks
(FCA)

Haolder of BSe degree (romm University
af Ceglan

Independent, Non Executive
Director

~ Nawaboka Hospétals PLC
~ DFCE Bank PLE

~ Central Finance PLC

— Samson [ntemational PLC

Advisar § Consultant to the
Hoard of [Rrectors of Noritake
Lanka Porcelain [Pyt Lod

Board Awdit Sub-Committee
— [FCC Vardhama Bank

Chalrman

— (Juality Assurance Board
estahlished by the lnstiuls of
Chartered Accountanis of 5ri
Lamnl=

= Audit Faculty of the Institute
Chartered Accoundants 51 [anka

Past President

—  Practicing Chartered
Arrountants Fosm
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Mo Director of the Company is or was involved in any of the following events:-
a) A petition under any bankruptcy laws fled against such person or any partnership in which he was a

partner or any corporation of which he was an executive officer

b} Convicted for fraud, misappropriation or breach of trust or any other similar offence which the CSE
considers a disgualification.

5.2 Directors’ Shareholdings as at 09 September 2010

Voting Shares (%)
Mr W K H Wegapitiya 43 0.0005
I Mr U K Thilak Nandasiri De Silva 43 0.0005

Apart from the shares issued to the sbove mentioned Directors upon capitalization of reserves as set out in
section 7.1 of this prospectus, the Directors of the Company were not involved in any =sales transfers or
purchazes of shares of the Company during the two vear period immediately preceding the date of this

Prospectus.

53 Directors’ Interests

The Directors’ direct and for indirect interests in the transactions with the Company as at 31 July 2010 arc sot
out in Explanatory Note & to the Interim Financlal Statements set out in this Prospecius

Mone of the Mrectors held or hold any Interest in any assets acguired, disposed or leased by the Company during
the two years preceding the date of this [P0, As at date the Directors do not have any interest in any assets
proposed to be acquired, disposed or leased by the Company in the two years succeeding thiz IPO,

5.4 Directors’ Remuneration

The aggregate emoluments including bonus and/ or profit sharing payments pzid by the Company to the
Directors during the last financial vear ended 31 March 2010 is LKR 4.8 million.

The aggregate emoluments including bonus and/ or profit sharing payments payable to Directors of the
Company for the fAinancial year ending on 31 March 2011 is estimated at LKR 7.2 million.

5.5 Corporate Governance Practices

The practices of good governance had been the hallmark of success of Laugfs Gas and its subsidiaries throughout
its existence and it had been an integral part of its management and corporate culture. The Company recognizes,
in a rapldly changing business environment the need to be professionally advised on how it should be directed
and controlled and in total compliance with statutory requirements especially with the regulatory standards laid
down by the Colombeo Stock Exchange and the Secunities and Exchange Commission of 5ri Lanka
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The procedure and methodology adopted by the Company to ensure good governance, involves all levels of
management and they contribute through proper and extensive examination and review of information,
practices and ideas encompassing the entire gamut of the business operations of the entity and its subsidiaries.
The foregoing description in brief gives an account of the most important best practices adopted by the
comminy.

Board of Directors

The Board consists af well experienced and most respected business personalities and professionals from multi
faceted functional backgrounds. The Board is responsible for broad policy formation and implementation and
also for the development of overall business strategy.

The Board s responsible for the review and approval of the corporate plans and annual budgets prepared in line
with the business strategy of the Company. The Board ensures reliability and integrity of the information,
internal control systems and compliance with laws, regulations and ethical standards.

Composition of the Board

As at date the Board consists of 06 members, comprising 02 Executive and 04 Non Executive Directors. Out of
tho 04 Non Executive Directors, 03 are Independent Directors,

Board Meetings

Generally, the Board meets once in two [02) months as a routine. The Board has a well laid out procedure for (s
meetings ensured by the secretaries to the Company. The Directors are fully assured of their right for any
information and explanations from any officer of the Company and also all relevant, materfal relating to the
agenda ere submitted to the members of the Board of Directors in advance of the meetings. The Executive and
Non Executive Directors will nol participate in discussions or In the process of making decisions of any malier
they have an Interest.

Board Committees

The Board has established four [04) committees, namely Audit Committee, Remuneration Committee,
Management Committee and Investment Commitiee. The composition and the brief responsibllities of the
respective committess are given below:

Aundit Committes

Audit Committee comprises of 03 members namely Mr Tissa Kumara Bandaranayake, Mr Palitha Mendis
Kumarasinghe and Mr Chandra Lal De Alwis as at date. Mr Tissa Kumara Bandaranayake is the Chairman of the
committes,
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The broad purposes of the commilttes are to oversee the preparation, presentation and adequacy of the
disclosure of information in financial statements in accordance with SLAS and all the other statutory
regquirements. The Audit Committee also ensures the Company’s internal control system and risk management
procedure are up to industry standards. The committee also assesses the independence and performance of the
External Auditors,

Remuneration Committee

The remuneration committes comprises of Mr H A Arlyarathne, Mr Tissa KEumara Banadaranayake & Mr
Chandra Lal De Alwis as at date. This committee recommends the remuneration payable to Executive Directors
and sets guidelines for the remuneration of the Senfor Management of the Company. The Board makes the final
determination having considered the recommendations of this committee and also the performance of the

Senior Management. Mr H A Arivarathne is the Chairman of the committes,

Management Committee

The Management Committee comprises of Mr W K H Wegapitiya, Mr U K T N De Silva, Mr H A Ariyarathne and
Mr Chandra Lal De Alwis. Its principle focus is on the overall strategic direction and review of business
operational results. The meetings are conducted at least monthly to assess the performance of each entity under
the group. The Chief Executive Officer and all members of the senior management staff participate in these
review mestings, Mr W K H Wegapitiya is the Chalrman of the committee,

In addition to the regular meetings with the Board Management Committes, the Chief Executive Oficer conducts
regular weekly meetings with heads of subsidiaries and also with all functional heads to monitor performance
and to address the situations that may arise in the course of day to day operations, of the Company and its
subsidiaries,

Investment Commitbes

The Investment Committee comprises of Mr U KT N De Silva, Mr W K H Wegapitiva and Mr H A Ariyarathne, Its
principle focus s on evaluating Investment opportunities, monitoring return on investments, the overall
direction of the group and review of business operational resolts. The meetings are conducted at least once in
two months (o assess the performance of each entity under the group, Mr UK T N De Sihva is the Chairman of the

committes.
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6.0 MANAGEMENT AND HUMAN RESOURCES

The Chief Executive Officer

Mr W K H Wegapitiva of No.195,30, Royal Court, Koswatte Road, Rajagiriva is the Chairman and Chief Executive
Dfficer [CED) of the Company. He is not and was not involved in any of the following events:

i. Petition under any bankruptey laws filed against such person or any partnership in which he was a

partner or any corporabion of which he was an executive officer,

i Convicted of fraud misappropriation or breach of trust or any other similar offence which the CSE
constders a disqualification.

6.1 Senlor Management

The operational management of the Company is overlooked by the following management team as at 09
September 2010 :-

Name Designation Qualifications Business / Work Experience
Mr.WHH Chalrman / — Refer profile in section 5.1 above.
Wegapitiya Chief Executive
Hficer
Mr. UKTHN Managing =+ HKefer profile in section 5.1 above,
De Silva Ddrector
Mr. B.MLH. Cheief — Post Gradwsate Diploma from the A marketer by professbon with over 30
Perera Operations Chartered Institute of Marketing vears experience in national &
e [CIM], UK multnatonal companles.
Genaral
Manager He has hands on experience in
=+ Fellow of the Chartered [Institule of

Marketing & General Management and
has contributed towards significant
proftability growth, sales growth,
custaeer satisfaction achlievements,

Marketing, ITH

paositive Impact on total cost, brand
bailding, negotations on domastic and
intemational transactions, new
business development, prooes
improvements through efective stall
training f motivation, Development of
distribution and enhancing employee
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Ranasinghe

|

y

-

Chief Financial
Officer

Master of Business Administration
[MBA) Post Graduate Institute of
Management, Srl [ayewardenapura
Univarsity 2044,

Assooate member of the Insttute of
Chartered Accoantants of S5l Lanka,
19465, [ACA)

Fellow member of the Certified
Management Acoountants [FSCMA])

BS¢ Managessent [Specfal)

Faculty of Management Studies and
Commerce, University of Sri
Jayewardenepura, 1982,

Post Graduate Mploma In Bosiness
Management, Sri [ayowardenapurs
Usidwersity, 2006,

Higher Dipboma: Instinate OF Daca
Processing Mansgement (L. 1. [
M) (United Kingdom], 1993

Certificate Course in Design and
Dewelopment of Computer Systems.
Faculty OF Computer Studies -
Mational Institute of Business
Management (MW.LB.M.), 1989

Post Graduate Diploma In
Industrial Engineering 1989
Faculty of Industrial Engineering.
Natinnal Institute of Business
Management [M.LEM.) [Sri Lanlka),
190

Faculty Development Frogram on
Training Technbque and
Methodology 1994, Centre far
Internatienal Cooperation and
Training in Agricultural Banking,
Pume, India,

performance |a diverse sectors such as
Energy, FMCEG, Insurance, Alcoholic
Boverages and Hospiality, Widely
trawelled in the Far East studying hest
bissiness praciices and a leciurer for
CIM {UK] examinations.

Has been with Laupfs Group since
2006,

e

Laugfs Engineering [Pwt] Ltd

Laugfs SunUp Supermarket [Pvt] Lid
Lougls Salt & Chemicals Lad

Chiel Executive Dificer
Laugfs Enginesring [Pwi] Ltd
Laigls Salt & Chemicals Led
Laugls Power Limited

Has been with Laugfs group since
b i

Over twenty five years of expaerience In
Finance, Accounting & Managemaent
with multi disciplinary positions in
public & private sector,
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Mr.B.P, -Emup General — Bachelor of Commerce [I-Bnu‘-] 30 ym of exparience in the Public
Hector Manager - HRD' | University of Peradeniya and Private sector in middle and
Perera — Management tralning ; sznlor management out af which 15
- Employvers Federation of Ceylon | years has baen I Human Resoures
(EFC) Development and Adminlstration
- Imdian Institate of Management
[11M])- Ahamadaba He has bean with Laugfs Group since
2003
Mr. C.L. Head of = Member of Institute of Charterad He has over 11 vears work exposure
Indrapata Finance Accountants of Sri Lanka | ACA) with National & Multinational
compantes and has served in & varlety
=+ Senkor Accounting Technlcian of Auditing, Accounting, Cost
[SAT] Management and Finance Management
roles in diverse industries with
— fssociate Member of the Soclety of | particular emphasis o manufscturing
Certified Management Accountants
{ASCHMA). He has besn with Laugfs Group since
2004,
M. Manager IT — Degree - M.5c- IT- SLIT He has over 11 years experience in the
W.M.ALB. field of Information Technology and
Wijskan ~ BLT. - University of Colombo has been with Laugfs Group since
20,
Mr. Heshan Deputy General — B.Sc Engineering specialized in An Engineer by peolession, counts over
De Silva Manages - Chemical Engineering - University | 17 years of factory management
Operatlans af Moratuws cxperience in different sectors such as
Faod, Industrial Gas and LPG.
™ MEAIR Management of Technology | b o o an Assosiats Momber of the
=-Unimersiny of Morsni Institute of Enginesrs, Sri Lanka and
has undergone wide range of training
hath overseas and locally related 1o
Safety, Productivity, Waste
Management, Industrial best practices
wte. He is a qualified Auditor for the
150 B0 1: 2000 certificaron.
He bas besn with Laugls Group since
20407,
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| Mr. Managear - B.5%¢ - Haman Respurce He has over 10 years experience in
HWRWW. | Accounts and Management - University of Sri Accounting and has been with Laugfs
M.ELSA Treagiry -
Jayewardenspura Group since 2001,
Halangoda
Licentiate Examination Part [ -
Institute of Chartered Accountancy
Mr. Bamdula | Senlor Plant B 5c (Eng] - Faculty of He has besn with Laugfs Group since
layampathi | Engineer Engineering, University of 20MM} in the capacities of Research &
Peradeniya. Development Engineer, Plant Engineser,
Qualified Internal Avditar lar [50 and Senior Plant Engineer,
G01:2008 certification, Experienced in desigaing and
installation of LIMG bulk systeme.
Galned experfence at Motororom Auto
Gas (Pvt] Lid in conversion of Petrol
Wehicles to Autn Gas and designing and
fabricating auto mobile spare parts et
:u. MLH.IL Illmgzr— Diploma in Shipping and T rhanon in tiie
conducted by Institute of Shipping ienports and related services
£ Logistics

She has been with Lawgfs sinee 1996

The aggregate emoluments, including any bonus and for profit sharing payments paid to the Senlor Management
team, excluding the Executdwve Directors during the last completed financial year was LKR 18.2 million

(FY2009,/10).

The aggregate emoluments, Including any bonus and/or profit sharing payments payable for the Senior
Management team, excluding the Executive Direcbors is esdmated as LKR 22 million for the current financial
year [FY2010,/11).

=1 L
A N
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6.2 Human Resources
The number of emplovess of the LGL Group and the Company as at 09 September 2010 was 683 and 235
respectively as detailed below:-

Category Number of staff  Number of stafl
(Group) (Company)
Admin staff] B = e =
Technical Staff 183 i5
Supervisory 27 3
Clerical and Allied (Clerks, Typists) 54 19
Skilled o 93 70
Unskilled 40 20
Trainees 91 9
Others (Security officers, Drivers, Office Assistants, 63 19
stores staff and messengers)
Total 683 235

As at 31 July 2010 there were no Trade Unions and Collective Agreements.

The main organisational structure can be depicted as follows;
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7.0 STATED CAPITAL

71

Capital Structure

The Stated Capital of the Company as at date is 5ri Lankan Rupees Seven Hundred and Eighty Million and Two
Hundred and Sixty (LKR 780,000,260} comprising Two Hundred and Sixty Million and Eighty Six [260,000,085)
Ordinary Voting Shares of the Company.

The capital structure of the Company during the last three years |5 as follows:-

Balance asat 31 March 6,000,002 i, 000, N2 TRO00,026
Balanoe as at 30 June i, 00, D00 2 i, (00, (W02 SE0, 000,086

s Stated Capital of the Company as at 31 March 2009 was LKR 60,000,020 comprising of 6,000,002 Ordinary
Voting Shares Issued at a price of LKR 10 per share to the following shareholders --

[Name of the Shareholder ting Shares
Mr W K H Wegapitiya 01
Mr U K Thilak De Silva 01
Laugls Holdings Limited 6,000,000

s  The Company capitalised a sum of LKR 720,000,240 fully paid standing to the credit of its Reserve
Accounts /Profit & Loss Account and issued 72,000,024 Ordinary Voting Shares at a price of LER 10 per
share as a bonus issue to the shareholders as at 30 March 2010 in the following manner whereby the No, of
ghares In the Company Increased to 78000026 Ordinary Voting Shares and the stated capital was
increazed from LER 60,000,020 to LKR 780,000,260 as at 31 March 2010,

asat30March 2010 | 31 March 2010 _
Mr W K H Wegapitiva 12 13 | D05
Mr U K Thilak De Silva 12 13 | Du000sS
Laugls Holdings Limited 72,000,000 78,000,000 | 99.99
Totl T2,000,02% THOMD,0ES | 100000

- Subsequently, the Company subdivided each Ordinary Voting Share into 3.333333333 shares on 29 June
2010 without making any changes to its stated capital whereby the number of shares in the Company
increased to 260,000,086 Ordinary Voting Shares as at 30 june 2010
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