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Connecting
Upportunities

For 153 years, we at Ceylon Cold Stores PLC have been serving
generations of loyal customers with an excellent range of
beverages and frozen confectionery and with 28 years of retail
experiences that have set new benchmarks for modern trade in
Sri Lanka. Today, as a formidable force in our business sectors,
we are equipped with extensive market reach and a diverse
product portfolio that keeps evolving for the better.

Despite the challenging economic and market conditions
during year under review, our committed team has been able
to record positive growth while creating lasting shareholder
value. We are looking in to the future with renewed vigour,
ready to connect our unigue market strengths to the myriad
opportunities that come our way.



History

For 153 years, we have continuously
evolved our products and processes
and empowered our team to stay at the
forefront of our business sectors.

Vision
Our passion is to deliver pleasure and nutrition
throughout peoples lives, through exciting and superior

products, whenever and wherever they choose to eat
and drink.



GRI

Our Values

Innovation

Changing constantly, re-inventing and evolving

Integrity

Doing the right thing always

Excellence

Building strong relationships based on openness and trust
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About this Report

This year, we present our 5th Integrated
Annual Report aimed at providing a balanced,
concise and relevant assessment of our value
creation story. As our primary publication to
shareholders, the Report provides relevant
information on external factors which shaped
performance, our strategy, governance and
risk management practices and performance
against financial and non-financial objectives.
The Report has been prepared in accordance
with the Integrated Reporting Framework
published by the International Integrated

Reporting Council and is a reflection of

the Group's integrated thinking in driving
strategy and capital allocation decisions in a
manner that balances competing stakeholder
interests.

Reporting Scope and Boundary

The Report covers the operations of Ceylon
Cold Stores PLC (herein referred to as “CCS”
or the “Company”) and its Subsidiaries

Jaykay Marketing Services (Pvt) Ltd (JMSL),
The Colombo Ice Company (Pvt) Ltd (CICL)

GRI :102:12/50/51/53/54

{collectively referred to as “Group”} for the
period from 1st April 2018 to 31st March
2019. The Group adopts an annual reporting
cycle and this Report builds on the Group’s
previous annual report for the year ending
31st of March 2018. The financial and
non-financial information included in the
narrative report represents both CCS and its
subsidiaries, unless otherwise mentioned.
There were no material restatements to non-
financial information published in previous
reports.

Reporting standards and principles

Reporting Concepts

= Integrated Reporting Framework of the [IRC
= Sri Lanka Financial Reporting Standards
= Sri Lanka Accounting and Auditing Standards

= GRI Standards on Sustainability Reporting: In
Accordance ‘Core’

= GRI G4-Food Processing Sector Disclosures

= Sustainable Development Goals Reporting

Reliability Consistency

Strategic

Connectivity Orientation

Compliance

External Assurance

Feedback

= Companies Act No. 07 of 2007

= Listing Requirements of the Colombo Stock
Exchange

= Code of Best Practice on Corporate Governance
issued by the SEC and CA Sri Lanka

= Securities and Exchange Commission of
Sri Lanka Act No. 36 of 1987

Navigating our Report

Financial
Capital

6 Capitals

Financial Statements: Messrs. Ernst
& Young Chartered Accountants

Sustainability Reporting: We have
not sought external assurance on
sustainability reporting.

We understand that Integrated Reporting is a journey,
and welcome your comments, suggestions and queries
regarding this Report. To provide feedback please contact;

Chief Financial Officer

Ceylon Cold Stores PLC

148, Vauxhall Street, Colombo 2.
nelindra.ccs@keells.com

Human
Capital

Manufactured
Capital

Social and
Relationship Capital

&
@?@

Natural
Capital

Intellectual
Capital

&




How to Read this Report

Throughout this Report, we aim to address key stakeholder concerns regarding our strategy and performance during the year
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Performance Highlights
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2018/19 2017/18 YoY Change
STRATEGIC PRIORITY: SUSTAINABLE GROWTH
Revenue Rs. million 59,060 50,942 16%
Operating Profit Rs. million 2,606 3,640 -28%
Profit before Tax Rs. million 2,043 3,750 -46%
Profit after Tax Rs. million 1,310 2,567 -49%
EBITDA Rs. million 4,042 4,707 -14%
Total Assets Rs. million 37,568 29,548 27%
Total Liabilities Rs. million 22,168 15,865 40%
Shareholders’ Funds Rs. million 15,400 13,683 13%
PERFORMANCE AND BALANCE SHEET RATIOS
Return on Assets % 3.90 9.87 (5.97)
Return on Capital Employed % 11.41 21.71 (10.29)
Debt/Equity % 71.61 40.50 31.11
Interest Cover No. of Times 4.03 113.50 (109.47)
WORKING CAPITAL RATIOS
Current Ratio No. of Times 0.55 0.82 (0.27)
Quick Ratio No. of Times 0.21 0.34 0.13)
SHAREHOLDER INFORMATION
Earnings Per share Rs. 13.79 27.01 (13.23)
Dividends Per share Rs. 15.00 15.00 -
Net Asset Value Per share Rs. 162.04 143.97 18.07
Closing Share Price Rs. 575.00 950.00 (875.00)
Price Earnings Ratio No. of Times 41.70 35.17 6.53
Dividend Payout % 108.77 55.53 53.24
Dividend Yield % 2.61 1.58 1.03
Market Capitalisation Rs. million 54,648 90,288 -39%
Enterprise Value Rs. million 64,962 95,278 -32%
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Metric 2018/19 2017/18 YoY Change
Property, plant and equipment Rs. million 18,121 12,869 41%
Capital expenditure Rs. million 6,584 5,634 17%
Retail outlets (Keells)* No. 96 80 *16
STRATEGIC OBJECTIVE: EMPOWERED TEAM
Total employees No. 5,849 5,088 761
Payments to employees Rs. million 5,306 4,322 984
%— Employee retention rate % 11 10 1
S Female representation % 42 38 4
S Investment in training Rs. million 47 71 (24)
E Total training hours Hours 347,617 324,773 22,844
Average training hours/employee Hours 59.43 63.83 (4.40)
Workplace injuries No. 77 79 (2)
Graduates from JMSL training academy No. 301 250 51
STRATEGIC OBJECTIVE: FULFILLING THE CUSTOMER PROMISE
'_% New Products launched No. 16 14 2
g New outlets opened (Keells) No. *18 23 (5)
© Non-compliance to product responsibility regulations No. Nil Nil -
& STRATEGIC OBJECTIVE: MANAGING OUR VALUE CHAIN
% Payments to suppliers Rs. million 56,118 41,979 14,139
.‘_g Number of farmer training programmes conducted No. 53 49 4
7 Investmentin CSR Rs. million 26 32 ©)
Volunteer hours No. 994 819 175
STRATEGIC OBJECTIVE: SUSTAINABLE AND SOCIALLY RESPONSIBLE ORGANISATION
Energy consumption GJ 237,780 201,940 18%
Water consumption m3 629,519 599,111 5%
Solid waste MT 3812 4154 -8%
g Effluents m3 190,083 200,005 -5%
S Carbon footprint tCO2e 40,358 34,310 18%
‘_5" Energy intensity - Manufacturing GJ/1,000 Ltrs 0.952 0.714 33%
g Emission intensity - Manufacturing 1C02e/1,000 Ltrs 0.152 0.116 31%
Water intensity - Manufacturing Ltrs/1,000 Ltrs 5130 4,500 14%
Energy intensity - Retail GJ/Sqft 0.171 0.171 0%
Emission intensity - Retail tC0O2e/Sqft 29.89 29.85 0%
Water intensity - Retail Ltrs/Sqft 0.21 0.20 5%
E
5 Investmentin R & D Rs. million 41 47 (6)
s
= New Products launched No. 16 14 2

* 18 outlets were opened and 2 outlets were closed during the year
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About the Company

CCSis a leader in Sri Lanka’s Innovation-led Strategy

carbonated soft drinks and frozen

confectionery markets, offering A product strategy centred on innovation has enabled the Group to retain its competitive edge
an exciting array of products to and grow its market share in both the Manufacturing (Beverages and Frozen confectionery) and

Retail segments. In Retail, we have redefined Sri Lanka’s modern trade customer experience

discerning customers, through its ; _ ) i
through an innovative service offering.

heritage brand ‘Elephant House'
and several emerging brands.
Deep industry insights gained over
15 decades of market strength
have sharpened the Company’s
understanding of evolving
customer preferences, enabling

it to consistently deliver great
products through convenient and i
accessible channels. CCS's retail Ea -
arm, Jaykay Marketing Services f. 0 5 _
(Pvt) Ltd (JMSL) operates the
"Keells" Supermarkets chain, which T
has rapidly captured market share
through an expanding network of
96 outlets which have redefined
industry standards in customer

convenience and service quality. : 9 6 k

Fruit drinks variants Flavoured milk

The Group employs 5,849
personnel in its operations. CCS

is part of John Keells Holdings
PLC, Sri Lanka's premier diversified
conglomerate and one of the most Economic Impact

Retail Outlets Water

valuable entities in the country in
Rs. 5,306 million

terms of market capitalisation.
Value to direct employees

Rs. 56,1 18 million

Payments to suppliers

Rs. 6,594 million

Tax contribution Government 9%

Rs. 2' 073 million Shareholders 5%

Value to capital providers
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A Diverse Product Portfolio

We have continued to invest in developing our product portfolio to suit evolving customer
requirements; this includes expanding our beverage range beyond Carbonated Soft Drinks (CSD)
and continuously widening both our bulk and impulse frozen confectionery ranges under the
Elephant House and IMORICH brands.

Diverse Product

Portfolio
v N
Beverages Frozen Confectionery
N v v N N v
e N s a\ e B Y
) Impulse Bulk
CsD Water F,ru't Flavo.ured Ice Cream Ice Cream
Drinks Milk
Range Range

A J S / S J AN J

Strong Financial Profile

Best in Class Manufacturing
and Retail Capabilities

Rs. 37,568 million 0.72times

Total assets Debt/equity
Rs. 15,400 million 0.67 times
Shareholders’ funds Net debt/Equity

Extensive Distribution
Channels

Products available in 25

o districts
Our products are distributed

across the island through

a multi-channel network

of distributors, general
trade outlets, modern trade
outlets as well as hotels and
restaurants.

Super markets in 96
grrreee locations, with 18 outlets
: added during the year

CCS's new state-of-the-art
impulse-range ice cream

factory is the largest ice cream
manufacturing facility in Sri

Lanka and one of the most
modern and sophisticated in Asia.
The facility features advanced
technology, sophisticated systems
and environmentally-friendly
manufacturing methods.

In recent years we have also
directed concerted efforts towards
driving operational efficiencies
across our manufacturing
operations.

In Retail, we have focused on
enhancing our overall customer
experience through a holistic
brand transformation which
comprised upgrading store
layouts, introducing Prepared Food
options, and increased emphasis
on freshness and value for money.

Sustainable Approach

Purchases from local farmers

g Rs. 3,002 million

000 Rs.26 million

[[[[/I[| investment in community
engagement

|
3 41
777N Solar powered retail outlets







Soft drink made to

— an authentic recipe with
00% natural ginger extract
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History at a Glance - Ceylon Cold Stores PLC

Founded and managed by
the illustrious Arthur Von
Possner, as Colombo Ice
Company, which imported
and used the country’s
first ice making machine.
Commencing operations
in the ice business at
the time, Colombo Ice
Company began with an
initial capital of £ 1,600,
a considerable amount
at the time with a staff of
22 people and 2 steam
engines for productions.

Introduced Aerated
Water with the distinctive
“Elephant” trademark on

the bottles, which remains
a popular household name
for the brand.

Tom Walker, owner of
a competing company
purchased Colombo Ice
Company and merged the
two companies under the
name New Colombo Ice
Company.

Introduction of crown
corks to the Aerated Water
business.

The Company
commenced building cold
storage for various types

of frozen products.

1866

The Colombo Ice

1894

Incorporation of

Company (Pvt) The Colombo Ice
Ltd was opened Company (Pvt)
on 24th of May Completed Ltd, a fully owned CCS celebrated its CCS Relocation CCSintroduced a
and commenced installation of subsidiary of Ceylon 150th Anniversary from Justice Akbar new bottle shape.
commercial machinery in Cold Stores PLC. Mawatha offices to
operations on 12th The Colombo Ice The Colombo Ice Vauxhall Street.
of June. Company (Pvt) Ltd. Company (Pvt) Ltd
laid the foundation
CCS relaunched stone for the new
flavoured milk and factory at the BOI
bottled water. zone in Seethawaka.
2017 2016

2011
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Ceylon Creameries New Colombo Ice Carbonic acid gas plant New Colombo Ice New soft drinks factory
Limited was acquired to Company purchased installed in 1935 to make Company changed its opened.
produce and distribute Ceylon Ice and Cold Carbon dioxide and dry name to Ceylon Cold
reconstituted fresh milk Storage Company. Cafe ice. Ice Cream in bulk Stores Limited.
and ice cream. established at Fountain form was produced in four
House. gallon buckets.

1932 1934 1941 1950

The Elephant House The Company The Company came In January, the Company

Brand Relaunched on
25th July.

Introduction of KIK Cola
in December.

significantly enhanced its
production capacity by
installing a modern bottling
plant at the Kaduwela
factory.

under the umbrella of John
Keells Holdings Limited

with the acquisition of the
Whittalls Group in 1991.

was quoted in the
Colombo Stock Exchange.

Re-introduction of
Ice Palam.

1998

1991

13
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History at a Glance - Jaykay Marketing Services
[Private) Limited (JMSL)

Tst Outlet opened at
Liberty Plaza.

Launched www.
keellssuper.com, the first
ever online supermarket in
Sri Lanka.

Reached Rs.10 billion
annual turnover.

Relocation of the Glennie
Street office to Vauxhall
Street.

Launched Nexus
Mobile, Sri Lanka’s first
independent card-
less lifestyle loyalty
programme.

2011

JMSL opened 18 new
stores during the year.

Inclusion of Prepared Food
Service in 35 outlets.

JMSL opened 23 new
stores during the year.

Reached Rs. 38 billion
annual turnover.

Rebranded as "Keells".

JMSL opened 15 new
stores during the year.

Reached Rs. 30 billion
annual turnover.

JMSL celebrated its 25th
Anniversary.

Reached 50 stores with
the opening of Pepiliyana
outlet.

Nexus Network (Pvt) Ltd
merged its operations with
JMSL.

Reached Rs.20 billion
annual turnover.

14

2018

2017

2015




Year at a Glance

April / 2018

CCS re-launched the Elephant House
flavoured milk range and the “Kiri Toffee” ice
cream.

The seasonal “Aurudu Beema" marketing
campaign in keeping with the traditions

of the Sinhala and Tamil new year and the
sponsorship of 3 large scale events “Sirasa
Wasantha Udanaya” held in Anuradhapura,
“ITN Surya Mangalyaya” held in Weerawila
and “Rupavahini Kokila Udanaya” held in
Mahiyangana were a huge success.

May / 2018
[W -|-2 JMSL Outlets

_

Minuwangoda and Embilipitiya

The Colombo Ice Company (Pvt) Ltd (CICL),
a fully owned Subsidiary of CCS had its grand
opening.

CCS partnered with the Capital Maharaja
organisation for the 5th consecutive year at
the "Sirasa Wesak Kalapaya”

“Kokila Udanaya” was held at Hanwella on
6th May 2018 which brought together over
600 employees and their families to celebrate
Sinhala and Tamil New Year.

June / 2018

CCS launched “Elephant House Water “in 3
pack sizes and the “Major Max” range as part
of the water ice stick range.

The Colombo Ice Company (Pvt) Ltd began
commercial operations.

July 1 208
= +1

NERCIES

JMSL Outlets

August / 2018

LW +4 JMSL Outlets

_

Wennappuwa, Mulleriyawa, Kurunegala and
Panadura (Gorakana)

"Professor Yahaguna" a media led marketing
campaign centered around the launch of
CICL. Groups of children accompanied by their
parents had a once in a life time opportunity to
visit the new state of the art factory.

September / 2018

—
W +7  mstoutets

CCS expanded its Impulse Ice Cream —
“Wonder Range” by introducing two new
variants, Choc Shock and Berry.

October / 2018

LW +1 JMSL Outlets

—
Negombo (Kimbulapitiya)

JMSL introduced its campaign "Freshness
guaranteed; double your money back"

JMSL closed the Pelawatta outlet.

November / 2018

L +2  vsioutets
)
Gampola and Chillaw

Launched the “Cream Soda Ice” as the 2nd
beverage extension in impulse ice cream
range.

The CCS executive excursion was held on
16th and 17th November 2018 at Habarana.

67 JMSL outlets were refitted with the new
brand and the new brand was launched.

= About Us
Operational Review
Enterprise Governance
Financial Reports

December / 2018

—

W +1 JMSL Outlets

o J

Wonder Berry Cone was launched for cone
lovers.

"Winter Slice" our seasonal offering entered
the market this year with a Chocolate

and Vanilla ice cream loaf and the newly
introduced Red Velvet flavour.

January / 2019

The ‘Fun Eke Next Level Eka” wonder
campaign was launched targeting the youth.

JMSL closed it's Nugegoda outlet.

February / 2019
+3 JMSL Outlets

-

Delpe, Negombo and Eldeniya

As part of Valentine's Day celebration
conducted a promotion at Diyatha Uyana and
Galle Face Green centered on the Imorich and
Wonder range.

March / 2019

—

N
+3  Jmstoutets
Biyagama, Marawila and Eheliyagoda

Women's Day was commemorated at

CCS with a programme on Breast cancer
awareness and the distribution of flowers, as
felicitation for all our ladies.

15
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Value Creation Model

CAPITAL INPUTS | VALUE CREATING ACTIVITIES

Financial Capital Manufacturing (page 400 43)

Rs. 15,400 million

Shareholders’ funds

E|)qesb£11,028million @ BN N E& > @] > ,@

(Page 47-49 for more information)

Procurement Manufacture Distribution Managing R&D
Manufactured Capital of high quality frozen customer
Rs. 1 8,1 21 million raw materials  confectionery relationships
Property plant & equipment and beverages

96

Retail (page 44 10 46
Retail outlets (Page 44 to 46)

(Page 50-51 for more information)

5,849 ol | o B oo | B

Human Capital

Employees
' Procurement of Storage of Distribution Sales and
347, 61 7 goods from an goods in to our retail marketing
Training hours extensive base warehouse network
of suppliers

(Page 52-56 for more information)

Social & Relationship
Capital 3;000
Supplier relationships

Our Strategy (page 34 to 36)

@ 3,908 | Sustainable

@ Out-growers growth

&
©

164 100,000+

Distributors { Outlets

Fulfilling
the customer
promise

Bands 45 31

Flavours |00 cream © Beverage

(Page 59-66 for more information)

Stakeholder
value creation

) Empowered
Intellectual Capital team

Recipes and product formulations

Tacit knowledge, Systems,
Processes and Standards

Managing our A
(Page 57-58 for more information) value chain

Natural Capital Sustainable
and socially
responsible

organisation

629,519 m?

Water usage

237,780GJ

Energy consumption

K2

Corporate Governance (page 74-101) and Risk Management (page 102-108)

(Page 67-71 for more information)

16
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OUTPUTS OUTCOMES
Rs. 1,310 million Rs. 15.00 Shareholders: - | |
Profit after tax DPS The profits we generate create value to dividends and increases in share
price. (page 47-49)
Rs. 13.79
EPS
Ice cream Customers:

Bulk : Impluse

Beverages
CSD : Flavoured Milk

¢ Fruit Drinks | Water

Rs. 5,306 million

Payments to employees

Rs. 47 million

Investment in training

Rs. 1,680 million

Payments to private label
product manufacturers

Rs. 2,861 million

Purchases from out-growers

Rs. 56,118 million

Payments to suppliers

Rs. 26 million

Community investments

994 hours

Volunteer hours

Rs. 6,594 million

Tax payments

Our innovative products are aimed at delighting customers and creating
moments of pleasure. (page 59-66)

Employees:

Our employee value proposition comprises of engaging, developing and
rewarding employees. (page 52-56)

Suppliers and Business partners:

We support and develop individuals and businesses across our value chain.
(page 59-66)

Communities:

We uplift communities through job creation, CSR engagements and
minimization of negative environmental impacts. (page 59-66)

Government:

We contribute to the government revenue through timely payment of taxes
and other levies. (page 59-66)

Impacts

3,812MmT

Solid waste

190,083 m3

Effluents

40,3581C0,e

CO» footprint

17
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Value Creation in 2018/19

Financial Capital

Rs. 2,606 million

Operating profit

Rs. 1 ,31 0 million

Profit after tax

Rs. 13.79

Earnings per share

Rs. 15.00

Dividend per share

Rs. 4,200 million

Investment in new impulse ice cream
factory

100%

Increase in capacity of impulse
range

Rs. 6,584 million

Total CAPEX

18

New Keells outlets

Social and Relationship

©
=
=3
@
(@]
c
@
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=
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Intellectual Capital

Natural Capital

18

Rs. 3,002 million

Payments to farmers

Rs. 26 million

Investment in CSR

Rs. 56,1 18 million

Total payments to suppliers

994

Volunteer hours

Rs. 5,306 million

Total payments to employees

Rs. 47 million

Investment in training

Rs. 41 million

R&D spend

New ice cream flavours introduced

40,358 tco.e

Carbon footprint

41

Outlets with solar power
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[nvesting in our Future

Manufacturing

Rs. 4.2 billion

Investment in new production facility in
Seethawaka BOI zone

100+

Increase in impulse ice cream production
capacity

70

Employees at the new production facility in
Seethawaka

nnnn

CCS successfully commissioned its new state-of-the-art ice cream manufacturing facility in Seethawaka during the year. One of the largest and
most modern facilities in Asia, the new factory features environmentally sustainable and highly automated manufacturing methods. Following this
commissioning, CCS has increased its production capacity of the impulse-range of ice creams by 100%, aptly positioning itself to capture growth
opportunities in this rapidly expanding impulse category.

Retail

Stores re-branded during the year

3%

Increase in market share

18

New outlets

= A

In 2018/19 the Retail arm successfully transitioned to the new Keells branding across its network, achieving full coverage of its outlets by October
2018. Built on the attributes of Freshness, Customer Experience and Value for money the new branding and store layouts have redefined Sri Lanka's
modern trade industry standards. In addition to the overall look and feel of the outlets, the new layouts feature a wider product range, improvements
in structure, design, construction as well as hygiene, cleanliness, air quality, temperature and lighting with the objective of driving improved customer
experience.

In embedding the new brand attributes across our value chain, we also sought to rebrand our training centre, collection centres, customer
communications and private label products thereby achieving holistic unification of the brand proposition across our operations.

19
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Awards and Accolades

SLIM NIELSEN PEOPLES Awards
March 2019

CCS won the “

"and the “Youth
Choice Beverage Brand of the year”
for Elephant House Cream Soda

SLIM NASCO Awards NCE Export Awards
September 2018 % September 2018

E

e

&

N i NN M :

CCS won awards in the “FMCG
Beverages Front Liner” and “FMCG Frozen CCS won awards in the “Fresh
Confectionery Front Liner” categories and : and Processed Agriculture Exports”
a award for the “FMCG Frozen and “Frozen Confectionery and
Confectionery Executive” category : Beverage Medium scale” categories

20



CA Sri Lanka - Annual Report Awards

December 2018

CCS won the Gold
award in the Food and
Beverage category

Melbourne Design Awards

May 2018

JMSL won the Silver
award for Marketing
Branded Experience

MELBOURNE
BESIGN
AWARDS
2018
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National Business Excellence

Awards January 2019

JMSL won the Gold award

in the Trading Sector

Transform Asia Pacific

Awards May 2018

JMSL won the Silver award for
Best Visual Identity in Retail
Sector and Best Brand Experience

Our Certification - 2018/19

CCS - Ranala

CICL - Seethawaka

Other

Quality Awards/Certifications
for Food & Beverage

Separate certifications for ISO 9001:2015 based
Quality Management System in the Ice Cream
plant and Soft Drink plants

Certificate for ISO 9001:2015 based
Quality Management System in the Ice
Cream plant

SLS 221:2010 - FitO
branded flavoured
fruit drinks

Separate certifications for ISO 22000:2005 based
Food Safety Management System in the Ice
Cream and Soft Drink plants

ISO 22000: 2005 based Food Safety
Management System in the Ice Cream
plant

SLS 894:2003 - EH
branded Bottled
Drinking Water

SLS 223: 2017 certificate for EH branded Ice
Cream

SLS 223: 2017 certificate for EH branded
Ice Cream

SLS 183: 2013 certificate for EH branded
Carbonated Beverages

SLS 967: 1992 certificate for EH branded
Frozen Confections/Ice Palam

SLS 183: 2013 certificate for KIK branded
Carbonated Beverages

Halal Certification for Ice Cream/Ice
Palam

Halal Certification for Ice Cream

Occupational Health and Safety

OHSAS 18001: 2007 certificate

27
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Chairman’s Message

Dear Shareholder,

Itis with pleasure that | present the Integrated
Annual Report and the Audited Financial
Statements of Ceylon Cold Stores PLC (CCS)
for the year ended 31st March 2019.

The year under review was a challenging
one for the FMCG industry amid a modest
GDP growth of 3.2 percent for the calendar
year 2018. Consumer discretionary spending
remained subdued with a decline in volume
observed across several categories in the
FMCG industry. A lackluster performance of
the economy driven by a steep depreciation
of the rupee, tight monetary conditions along
with adverse weather conditions impacted the
consumer demand.

CCS marked another milestone in its history
with The Colombo Ice Company (Private)
Limited (CICL) located in the Seethawaka BOI
zone commencing commercial operations

in June 2018.This state-of-the-art factory
enhanced the production capacity of CCS in
its impulse range of ice cream with greater
operational efficiencies and economies of
scale, while expanding the variety of offerings
to the consumer.

The Frozen Confectionery sector experienced
a volume growth of 10 percent with the
growth in the impulse segment at 18 percent
and bulk segment at 6 percent with the
growth in volumes in the impulse segment
being supported by the commencement of
commercial operations of CICL. Revenue
generated from this new venture accounted
for over 16 percent of the manufacturing
segment revenue reflecting the strong growth
in the impulse category. The impulse ice
cream product offerings were expanded

with the introduction of 6 new products to
the market which supported the growth in
volume.

The Beverage sector witnessed a 25 percent
decline in volume due to continued tapering
of demand on Carbonated Soft Drinks (CSD)
due to the price increases taken to mitigate
the increased excise duty. The industry
welcomed rationalization of the sugar tax in
the Government budget proposals for 2019
enabling the business to reduce prices of
carbonated beverages towards the end of the
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financial year, which resulted in an uptick in
volumes. The Beverage sector continued to
extend its portfolio during the year, catering
to non-carbonated products, adding bottled
water and dairy products to the existing fruit
juice portfolio. The initial uptake of these
products in the market has been encouraging
and the business will focus on continuing

to grow the volumes in the non-carbonated
categories in the future.

Our Retail sector, under Jaykay Marketing
Services (Private) Limited (JMSL) outpaced
market growth, driven by the continued
expansion of Keells stores which grew to

96 at the close of the financial year from

a store count of 80 at the start of the
reporting period. During the period under the
review the business completed the brand
transformation exercise across 67 stores
with the rebranding and refitting of all stores
completed by October 2018. The new “Keells”
brand was formally launched in the latter half
of the financial year with a brand promise of
fresh, innovative and better value for money
choices. The new brand continues to be well
received along with the extensive range of
new services offered for added convenience
which include freshly prepared meals and
juices contributing to drive footfall in line
with expectations. The private label range of
products grew substantially with consumers
shifting to private label products which
offered quality on par with national brands

at better prices. The business continued to
focus on the supply chain to support the
brand promise with initiatives launched to
ensure that produce reaches shelves in the
shortest time and in the best condition. An
increase in market share stemming from a
growth in footfall is a testament to the new
brand being embraced by our customers. Our
Nexus Mobile loyalty programme also showed
strong growth to reach over 1.2 million
members - retaining its position as one of the
most successful loyalty programmes in the
country. Weak consumer spending resulted
in a decline in average basket value which

in turn contributed to weaker same store
sales growth and negated the sound growth
in footfall. Weak same store sales growth
along with tighter margins, one-off costs

of rebranding and increased funding costs
due to expansion related capital expenditure
impacted the bottom line during the year.
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Opportunities and Prospects

Consumer insights remain a key focus
across all business segments within the
CCS Group and several initiatives were
implemented during the year to expand the
range of product offerings. These include the
introduction of bottled water and dairy to our
beverage segment, a continuous reduction of
sugar levels in our beverages, an expansion
of the impulse ice cream range, inclusion

of nutritional information on our private

label food products and the introduction of
freshly prepared meals and juices at our retail
stores. CCS continues to engage with the
relevant regulatory bodies to work towards
supporting the sugar reduction initiative that
commenced few years ago. The traction on
the CSD “Go Sugar Free” variant introduced
in 2018 was disappointing and as a result of
the lack of consumer demand for sugar free
CSD beverages in the Sri Lankan market, the
Company withdrew the range.

South East Asian countries have witnessed
a growth in impulse products along with

an increase in per capita income, a trend
that has been observed in Sri Lanka as well
over the past few years. Diversified product
capabilities in our new impulse plant enables
us to seize this opportunity to grow the
volume of impulse products going forward.

Rebranding and growth of the Retail sector
provides exciting opportunities for fulfilling
its core purpose to improve the quality of
life for the nation. We continue to expand
our in-store offerings to drive convenience
and affordability and enabling consumers to
make better choices to live healthier lives.
Growth of our loyalty programme beyond the
1.2 million mark provides opportunities for
customized offerings using advanced data
analytics to drive future growth.

Work continues on the 335,000 square foot,
state of the art centralised Distribution Centre
(DC) for JMSL. With an investment of Rs.4
billion, the new DC will support expansion of
its store network, enhance the “fresh” supply
chain for fresh and chilled products and
streamline store processes by centralising all
its dry goods range. The new DC is expected
to be operational by 2020/21.
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Growth and Profitability

Consolidated revenue increased by

16 per cent to Rs. 59 billion with fully

owned Subsidiary JMSL accounting for
approximately 77 per cent of revenue and CCS
& CICL (Manufacturing sector) accounting
for the balance. The Manufacturing sector
recorded a top line of Rs 13.9 billion, which

is a marginal increase of 1 percent which
reflected the significant volume decline in the
carbonated soft drinks segment despite the
volume increase in the ice cream segment,
whilst Subsidiary JMSL recorded a revenue
of Rs. 46 billion, a growth of 21 percent
supported by the addition of new outlets, a
more relevant customer value proposition,
effective loyalty programme and aggressive
promotions.

Consolidated gross margins reduced by 2
percent due to consumer spending remaining
subdued necessitating a careful balance in
pricing of products despite the escalation of
cost pressure on raw materials and overheads
due to uneven supply of materials due to
adverse weather patterns, steep depreciation
of the rupee and the increase in oil prices

Consolidated profit before tax amounted

to Rs. 2 billion, a decline of 46 percent as

the selling, and distribution cost increased

by 34 percent to support the branding and
marketing activities of the new impulse ice
cream products introduced to the market and
rebranding costs of the retail business. The
finance costs increased by Rs. 615 million

as a result of the increased borrowings
obtained to fund the store expansions and the
construction of the new frozen confectionery
plant in the Seethawaka BOI zone. The
consolidated EBIDTA was recorded at Rs. 4
billion compared to Rs. 4.7 billion in previous
year, recording a decline of 14 percent.
Consolidated profit after tax for the financial
year amounted to Rs. 1.3 billion, a decline of
49 percent compared to the previous year.

Total assets increased by 27 percent to

Rs. 38 billion stemming from the investments
mentioned above, significantly enhancing the
future earnings potential of the Group. These
investments were funded through internally
generated funds and borrowings resulting in a
group consolidated debt to equity ratio of 72%.

Value to the Shareholder

Your board has approved the payment of a
final dividend of Rs. 8.00 per share in addition
to an interim dividend of Rs. 7.00 per share
paid in March 2019, resulting in a total
dividend payout of Rs. 15.00 per share for
the financial year 2018/19. The total dividend
payout for the financial year amounts to

Rs. 1.4 billion which was on par with the
amount paid last year.

Our People

The value creation process of the Company
has been built around 5,849 loyal and
committed employees which grew during
the year with new recruitment focused on
meeting the requirements of new ice cream
factory at Seethawaka and JMSL store
expansions. We also launched several
initiatives to support the performance and
career progression of our team including
the launch of a quarterly employee survey
and the “Living Values” initiative of the
John Keells Group which was customized
to the CCS Group. Launch of the Keells
Online Retail Academy added a further
dimension to the existing 12-month training
programme enabling employees to learn at
their convenience incorporating concepts
such as gamification, quizzes, evaluations
and discussion forums enriching the
learning experience on a digital platform.
We will continue to empower, mentor and
invest in our people, aligning their personal
development to achieve Company goals.

Total monetary value delivered to employees
during the year amounted to Rs. 5.3 billion
including remuneration, welfare, training and
development costs. We strongly believe that
the non-monetary value delivered through
empowerment, mentoring and alignment

to personal values and goals are key
contributors to employee retention.

Managing Supply Chains

We serve an island wide network of over
100,000 outlets, 164 distributors and source
from 5,537 farmers and 3,000 suppliers who
are our closest business partners. A majority
of purchases are sourced from local farmers
to whom we paid Rs. 3 billion during the
year. Farmers supply milk, ginger, vanilla,
cashew nuts, treacle and jaggery for the
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Manufacturing segment and fresh vegetables
for 96 Retail stores. CCS continued its
support given to farmers to obtain the Good
Agricultural Practices (GAP) certification
during the year whilst we continued to provide
technical assistance to disabled persons to
grow a part of our ginger requirement which
has a buy back guarantee enabling them to
supplement household income. Similarly,

the Retail sector encouraged its private label
manufacturers to obtain Good Manufacturing
Practices (GMP) certification ensuring

that they remain sustainable operations.
JMSL added another Collection Centre in
Keppetipola to ensure that produce reaches
the shelves in the shortest time possible
directly from the farm gate.

CCS continued to work with the distributors to
ensure they maintain streamlined operations
and remained profitable in difficult times

with distributor sales representatives being
offered the opportunity to train alongside
Company sales representatives. In addition,
we distributed 4,100 coolers and freezers to
increase the product availability in the market.

Sustainability

| am pleased to note the continuous efforts
taken over past few years to improve our
intensity ratios for energy consumption,
emissions and the decrease in use of plastic
as we continue to innovate to minimize
environmental impacts of our business.

We continued to support Pasticycle, the
collaboration with our Parent John Keells
Holdings PLC, to recycle plastic and are
encouraged by our customer response as
they continue to fill the bins placed at different
locations.

CCS Group worked together with the John
Keells Foundation on a number of strategic
philanthropy projects to support specific
needs of communities we operate in,
investing a total of Rs. 26 million and 994
staff volunteer hours.

The John Keells Vision Project which is
primarily an island wide cataract project
aligned with the World Health Organisation’'s
“Vision 2020" Project conducted 3 eye camps
funded by CCS benefiting 124 persons with
cataract surgeries and also worked with the
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Ministry of Health in the School Screening
Programme in the Colombo District enabling
early detection of vision impairment in school
children.

Realising Our Potential

As you are aware, there were multiple terror
attacks across the country on Easter Sunday,
21st April 2019, which resulted in the loss

of many lives, including staff members and
guests at Cinnamon Grand Colombo, a hotel
property of the John Keells Group. It is with
deep regret that we mourn the lives of all lost
due to this incident, while wishing the injured
and those affected a speedy recovery.

We note that the security situation has

been brought under control with overall
conditions reverting to a sense of normalcy.
It is important that the country deals with this
situation with resilience as we move forward
to restore stability and growth in our country.
While there will be impacts on the economy
in the short term, particularly to the tourism
industry, and it may be premature to assess
the medium to long term impacts on the
economy, we believe that the macroeconomic
fundamentals will be able to withstand and
overcome these incidents, and as such we do
not expect a significant negative impact on
the outlook of our business at this juncture

of time.

CCS, CICL and JMSL will continue to
pro-actively cater to changing consumer
needs and lifestyles, creating value for our
customers backed by a strong balance sheet
and cashflows, and a portfolio of household
brands.

Long term strategic plans have been
developed for CCS, CICL and JMSL by the
respective management teams with inputs
from your Board taking into consideration
consumer insights, the operating
environment, opportunities for sustainable
growth and our capabilities. These plans
maximize growth opportunities themed
around enhancing quality of life for Sri
Lankans through product portfolio extensions,
entry into new product categories, continued
expansion in the retail business and
enhancing customer experiences.
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Increased capacity for manufacture of
frozen confectionery products with the
commencement of operations of CICL
together with focused growth on the non-
carbonated range of beverages is set to
improve the topline growth in CCS.

JMSL will continue to focus on an aggressive
expansion of new retail outlets, an expansion
of the private label portfolio and introducing
new innovations with a focus on fresh
categories. We will also focus on customising
offerings through deeper understanding of
our loyalty programme data to provide an
enhanced customer experience. Operational
efficiencies will be realised with the new
centralised distribution center strengthening
our value proposition to customers.

A strong focus on deriving cost efficiencies

is vital to support bottom line growth as the
near term forecast for economic growth
remains modest. Accordingly, we will continue
to work together with our business partners
to maximise potential for efficiencies along
the supply chain, driving productivity and
minimising waste through innovative and
efficient workflows. We have embarked on
an advanced analytics transformation journey
and are in the process of strengthening data
driven decision making to drive operational
performance.
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The Board of Directors

Krishan Balendra
Non Independent - Non Executive Director -
Chairman

Mr. Balendra was appointed to the Board

of Ceylon Cold Stores PLC, on 1st January
2018 and was appointed as Chairman on 1st
January 2019.

Mr. Balendra is the Chairman of John Keells
Holdings PLC. He is a Director of the Ceylon
Chamber of Commerce and the Hon. Consul

General of the Republic of Poland in Sri Lanka.

He is a former Chairman of Nations Trust
Bank and the Colombo Stock Exchange.

Mr. Balendra started his career at UBS
Warburg, Hong Kong, in investment banking,
focusing primarily on equity capital markets.
He joined JKH in 2002. Mr. Balendra holds

a law degree (LLB) from the University of
London and an MBA from INSEAD.

Gihan Cooray
Non Independent - Non Executive Director

Mr. Cooray was appointed to the Board of
Ceylon Cold Stores PLC, on 1st January 2018.

Mr. Cooray is the Deputy Chairman/Group
Finance Director and has overall responsibility
for the Group's Finance and Accounting,
Taxation, Corporate Finance and Strategy,
Treasury, Information Technology functions
(including John Keells IT) and John Keells
Research. He is the Chairman of Nations
Trust Bank PLC. Mr. Cooray holds an MBA
from the Jesse H. Jones Graduate School

of Management at Rice University, Houston,
Texas. He is an Associate member of

the Chartered Institute of Management
Accountants, UK, a Certified Management
Accountant of the Institute of Certified
Management Accountants, Australia and has
a Diploma in Marketing from the Chartered
Institute of Marketing, UK. He serves as a
committee member of The Ceylon Chamber
of Commerce.

Daminda Gamlath
Non Independent - Executive Director

Mr. Gamlath was appointed to the Board of
Ceylon Cold Stores PLC, on 1st November
2017.

Mr. Gamlath is the Sector Head for the
Consumer Food Industry Group. Mr. Gamlath
has been with the John Keells Group since
2003. He was the Sector Financial Controller
for the IT Sector and then the Consumer
Food Sector before he was appointed as the
Head of Beverages in 2013. Prior to joining
the JKH Group, he worked at Hayleys Group.
Mr. Gamlath holds a B.Sc(Eng) degree from
the University of Moratuwa, an MBA from the
University of Colombo and is a passed finalist
of the Chartered Institute of Management
Accountants of UK.

Muhammed Hamza
Independent - Non Executive Director

Mr. Hamza was appointed to the Board of
Ceylon Cold Stores PLC, on 15th May 2015.

Mr. Hamza has over 30 years of managerial
experience in the FMCG industry. Presently he
is the Chairman of the Sri Lanka Handicraft
Board — Laksala and prior to that he was the
CEOQ/Director at Atlas Axillia (Pvt) Ltd, for a
period of 5 years. He had a 28 year career
with Nestle, holding Senior Marketing and
General Management positions in

Sri Lanka, India, Pakistan and Indonesia and
has played a significant role in transforming
the Nestle business in Sri Lanka. During his
long career with Nestle Lanka, he has been
instrumental in developing strong brands
such as Nestomalt and Milo, which are today
the flagship brands of Nestle in Sri Lanka.
He holds a B.Com degree from the University
of Peradeniya, an MBA from The American
University in Washington DC and a Post
Graduate degree in General Management
from IMD, Switzerland.

Dr. Shanthi Wilson Wijeratnam
Independent - Non Executive Director

Dr. Wijeratnam was appointed to the Board of
Ceylon Cold Stores PLC, on 17th June 2076.

Dr. Wijeratnam graduated from University
College London with a B.Sc Hons, degree in
Microbiology and obtained her Ph.D. from the
University of Cambridge, specializing in plant
pathology and post-harvest technology. She
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was the Head of the Food Technology Section
and subsequently Additional Director Research
and Development at the ITI (Former CISIR).
She was the country representative for IAEA
supported food irradiation programmes and
has been a visiting scholar at Cornell University,
RIKILT, Netherlands, the University of Hawaii,
the University of Cambridge and the University
of Guelph. She has served on the Board of
Directors of the Atomic Energy Agency and
was Chairman of the Institute of Post-

Harvest Technology. She has served on the
Editorial Board of the Journal of the National
Science Foundation. In January 2017 she

was appointed to the International Advisory
Board of the “Feed the Future - Horticulture
Innovation Lab”, at the University of California,
Davis.

Sharmini Ratwatte
Independent - Non Executive Director

Ms. Ratwatte was appointed to the Board of
Ceylon Cold Stores PLC, on 17th June 2016.

Ms. Ratwatte is a Fellow Member of

the Chartered Institute of Management
Accountants, UK and also holds a Master's in
Business Administration from the University of
Colombo.

Ms. Ratwatte holds Non-Executive
Directorships in BPPL PLC, a manufacturer
and exporter of household and professional
cleaning products and is a Trustee of Sunera
Foundation, a non-profit organisation
empowering differently-abled persons using
the performing arts. She is a Founding
Trustee and Former Chairperson of the
Federation of Environmental Organisations,
which works to support environmental
organisations operating in Sri Lanka.
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(In alphabetical order)

Belindra Weerasinghe
Vice President

Belindra is the Head of the Beverages
category of Ceylon Cold Stores PLC and
joined the Company in 2014. Belindra has
over 20 years of experience in the FMCG
sector having previously worked for Ceylon
Tobacco Company and Coca Cola Beverages
Sri Lanka. During his career, he has held

key roles in sales, marketing and research.
Belindra holds an MBA from Edith Cowan
University, Australia.

Buddhika Abayakoon
Assistant Vice President

Buddhika is the Head of International
Marketing for the Consumer Food Industry
Group. He has more than 15 years of
experience in the Pharmaceutical and FMCG
industry and has experience of working in
international markets in his previous work
experiences with Dilmah Tea. Buddhika holds
an MBA from AeU University Malaysia and
is a Certified Professional Marketer of Asia
Marketing Federation (AMF) and a holder of
a Post Graduate Diploma in Marketing. He is
also a member of the Sri Lanka Institute of
Marketing and a visiting lecturer at Sri Lanka
Institute of Marketing.

Daminda Gamlath
Executive Vice President/Director

Daminda is the Sector Head of the Consumer
Foods Industry Group. He joined the John
Keells Group in 2003 and was the Sector
Financial Controller of the IT Sector and then
the Consumer Foods Industry Group. He was
appointed as the Head of Beverages in 2013.
Prior to joining the JKH Group, he worked at
Hayleys Group. Daminda holds a BSc. (Eng)
degree from the University of Moratuwa, an
MBA from the University of Colombo and is

a passed finalist of the Chartered Institute

of Management Accountants of UK. He was
appointed as a member of the John Keells
Group Operating Committee (GOC) in 2017.

28

Duminda Gunawardena
Assistant Vice President

Duminda is the Head of Manufacturing of
Ceylon Cold Stores PLC and joined the John
Keells Group in 2016. He has over 17 years
of experience in the FMCG sector having
previously worked for Unilever Sri Lanka,
Coca Cola Beverages Sri Lanka, Premium
Exports Ceylon Ltd, Industrial Stainless-
Steel Fabrication (Pvt) Ltd and has held key
roles in engineering, production and project
management. Duminda holds an Engineering
Diploma NDT (Electrical Engineering) from
the University of Moratuwa, a Master of
Manufacturing Management (MMM) from the
University of Colombo.

Mahendra Amarasinghe
Assistant Vice President

Mahendra is the Head of Sales for the Frozen
Confectionery category. He joined Ceylon
Cold Stores PLC in 1991 and has 27 years
experience in sales function in both Soft
Drinks and Ice Cream categories.

Nelindra Fernando
Executive Vice President

Nelindra is the Chief Financial Officer of the
Consumer Food Industry Group. She has been
with the John Keells Group since 2013. Prior
to that, she worked at the MAS Group for over
10 years. Nelindra is an Associate Member

of the Chartered Institute of Management
Accountants (UK) as well as the Institute of
Chartered Accountants of Sri Lanka. She was
appointed as a member of the John Keells
Group Operating Committee (GOC) in 2018.

Nimali Liyanage
Assistant Vice President

Nimali is the Head of Tax of John Keells
Consumer Food and Retail Industry Group.
She joined the John Keells Group in 2012.
Prior to joining the John Keells Group, she
worked at KPMG Sri Lanka, KPMG Australia
and PricewaterhouseCoopers (PwC) Sri
Lanka. Nimali is a Fellow Member of the
Institute of Chartered Accountants of Sri

Lanka and holds a B.Sc. Accounting and
Financial Management (Special) degree from
the University of Sri Jayewardenepura.

Nisansala Paranayapa
Vice President

Nisansala is the Head of Human Resources
of the Consumer Foods Industry Group and
joined the Group in 2015. Prior to that she
worked at Ceylon Grain Elevators PLC and
Ansell Lanka (Pvt) Ltd. She is a life member of
the Bar Association of Sri Lanka, an Associate
of Institute of Personnel Management

(Sri Lanka) and a life member of MBA Alumni
Association of University of Colombo.

She holds a LL.B (Hons) degree from the
University of Colombo, Attorney at Law from
Sri Lanka Law College and an MBA in Human
Resource Management from the University
of Colombo.

Ruwan Kumara
Assistant Vice President

Ruwan is the Head of Quality Assurance

and Regulatory Affairs of Consumer Foods
Industry Group. He joined the John Keells
Group in 2016. Ruwan has over 20 years of
experience in the FMCG, food and beverage
sector, having previously worked for Fonterra
Brands Lanka and Coca-Cola Beverages Sri
Lanka. During his career, he has held key
roles in R&D, quality, regulatory and public
affairs. Ruwan holds a BSc. (Agri) special
degree from the University of Peradeniya,
MSc. (Food Science and Technology) from
the University of Sri Jayewardenepura and an
MBA from the University of Colombo. He is a
member of the Food Advisory Committee of
the Ministry of Health and Acting Chairman of
the Food and Beverage Steering Committee
of Ceylon Chamber of Commerce. He also
serves as a visiting lecturer to the master's
programme of the University of Colombo
and as a technical assessor to The Sri Lanka
Accreditation Board.



Sanjeewa Jayasundara
Vice President

Sanjeewa is the Head of Supply Chain
Management of Ceylon Cold Stores PLC

and joined the John Keells Group in 2010.
Prior to that, he worked at Unilever Sri Lanka
for 14 years in different areas of the Supply
Chain. He is an Associate of the Institute

of Engineers, Sri Lanka, and holds a BSc.
Engineering degree from the University of
Peradeniya and an MBA in Management of
Technology from the University of Moratuwa.

Sathish Ratnayake
Vice President

Sathish is the Head of Frozen Confectionery
category of Ceylon Cold Stores PLC. He

has over 25 years’ experience in sales and
marketing functions in diverse industry
sectors. Prior to joining JKH, he was attached
to Unilever Sri Lanka for 14 years covering
sales, marketing, customer and trade
marketing functions. He has also worked

for Pure Beverages Ltd, Cargills Ceylon PLC,
Bharti Airtel Lanka Ltd and Heineken Asia
Pacific. Sathish holds a master’s degree from
Cardiff Metropolitan University (UK) and a
Diploma in Marketing from the Chartered
Institute of Marketing (UK).

Thilina Abeygunawardane
Assistant Vice President

Thilina is the Head of Financial Planning and
Analysis of Consumer Foods Industry Group.
He joined the John Keells Group in 2010 as

a Trainee Management Accountant. Thilina
holds a BSc. Accounting Special Degree from
the University of Sri Jayewardenepura, is

a passed finalist of the Chartered Institute

of Management Accountants of UK and

a Finalist of the Association of Chartered
Certified Accountants UK.

The Colombo Ice Company
(Pvt) Ltd

Irsula Rajakaruna
Assistant Vice President

Irsula is the Factory Manager of The Colombo
Ice Company (Pvt) Ltd and joined the John
Keells Group in 2015. Prior to that, he worked
at Unilever Sri Lanka for 8 years in the
engineering function. He is an Associate of
the Institute of Engineers Sri Lanka and holds
a B.Sc Engineering degree from University

of Moratuwa and an MBA in Management of
Technology from University of Moratuwa.

Jaykay Marketing Services
(Pvt) Ltd

(In alphabetical order)

Aravinda Wanniarachchi
Executive Vice President

Aravinda is the Chief Financial Officer of
Jaykay Marketing Services (Pvt) Ltd and
joined the John Keells Group in 2007. He was
attached to the Group Corporate Finance and
Strategy team of John Keells prior to joining
the Retail Sector. He is an Associate Member
of the Chartered Institute of Management
Accountants (UK) and holds a BBA Marketing
(Sp.) Degree from the University of Colombo.
He was appointed as a member of the John
Keells Group Operating Committee (GOC) in
2018.

Ashan Ransilige
Vice President

Ashan is the Head of Human Resources of
Jaykay Marketing Services (Pvt) Ltd and
joined the John Keells Group in 2016. He

was attached to Dialog Axiata PLC, as the
Human Resources Manager before moving to
John Keells. He holds a Diploma in Teaching
and Learning from the Institute of City and
Guilds of London and also a Certified Training
Programme Assessor of SHL Training
Academy, UK and holds an MBA from the
University of Derby, UK.
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Charitha Subasinghe
President / Director

Charitha is the President of the Retail Sector
and has been with the John Keells Group since
2003. He was the Sector Financial Controller
of the Retail sector, before being appointed as
the Chief Executive Officer in 2005. He was
attached to Aitken Spence Hotel Management
as the Sector Financial Controller before
moving to John Keells. He is an Associate
Member of the Chartered Institute of
Management Accountants (UK) as well as a
Diploma Holder of the Chartered Institute of
Marketing (UK), and he also holds an MBA
from the University of Colombo. He was
appointed as a member of John Keells Group
Operating Committee (GOC) in 2015 and
Group Executive Committee (GEC) in 2018.

Janith Gunasiri
Assistant Vice President

Janith is the Head of Supply Chain of Jaykay
Marketing Services (Pvt) Ltd and has been
with the John Keells Group since 2010.

He joined John Keells Group as a Finance
Manager and then appointed as the Head of
New Business Development — Transportation
sector in 2015. He worked at KPMG Ford,
Rhodes Thornton & Co. before joining the
JK Group. He is an Associate Member of
the Institute of Chartered Accountants of

Sri Lanka, a passed finalist of the Chartered
Institute of Management Accountants (UK)
and holds a BBA (Finance Special) from the
University of Colombo.

Kanchana Bamunuarachchi
Vice President

Kanchana is the Head of Commercial of
Jaykay Marketing Services (Pvt) Ltd and
joined the John Keells Group in 2007. She was
attached to the New Business Development
and Group Initiatives Department of John
Keells Holdings before joining the category
management department of JMSL. She holds
a BSc. (Honours) degree in Management &
Information Technology from the University
of Kelaniya (Sri Lanka) and an MBA from the
Edith Cowan University, Australia.
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Lauren Chang
Assistant Vice President

Lauren is the Head of Marketing of Jaykay
Marketing Services (Pvt) Ltd and joined the
John Keells Group in 2017. She was attached
to GlaxoSmithKline Consumer Healthcare

as a Senior Manager — Projects, responsible
for developing brands and handling strategic
projects. She is an Associate Member of

the Chartered Institute of Management
Accountants (UK) as well as holding a BBA
Marketing (Sp.) degree from the University of
Colombo (Sri Lanka) and an MSc. in Business
Psychology from Heriott-Watt University,
Edinburgh. She is also certified for Core
Training in Professional Coaching by the
Coach Masters Academy, Singapore.

Mifrah Ismail
Assistant Vice President

Mifrah is the Head of Fresh Food of Jaykay
Marketing Services (Pvt) Ltd and joined the
John Keells Group in 2011. He was attached
to the category management department
before joining the fresh food team. He is an
Associate Member of the Chartered Institute
of Management Accountants (UK) as well as
a Diploma Holder of the Chartered Institute of
Marketing (UK). He also holds a BBA Finance
(Sp) degree from the University of Colombo.

Nilush Cooray
Vice President

Nilush is the Head of Operations of Jaykay
Marketing Services (Pvt) Ltd and has been
with the John Keells Group since 2003. He
was the Head of Human Resources of the
Retail sector, before being appointed as the
Head of Operations in July 2011. He was also

employed at the Carsons Group of companies

for 4 years in the Human Resources function.
He holds a Diploma in Human Resources
Management from the Institute of Personnel
Management, Sri Lanka and an MBA from the
University of Southern Queensland, Australia.
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Sajeev Jeganathan
Assistant Vice President

Sajeev is the Head of Projects of Jaykay
Marketing Services (Pvt) Ltd and joined John
Keells Group in 2010. He was attached to the
Projects Department of Cinnamon Hotels
Management Services (Pvt) Ltd before joining
Jaykay Marketing Services (Pvt) Ltd in 2013.
He holds a BEng in Aerospace Engineering
from the University of Sheffield, UK.
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Stakeholder Interactions

Understanding and effectively responding to the expectations of our stakeholders is vital in ensuring the creation of long-term shared value. We

maintain ongoing stakeholder engagement through multiple formal and informal platforms and the feedback obtained is a key input in determining

GRI

strategy and supporting our drive towards integrating sustainability into our daily business operations. Stakeholders concerns arising from the
Group's stakeholder interactions for the year 2018/19 are summarised below. Please refer to the respective capital reports for further details on how

we engage with our stakeholders.

4 N\
Shareholders

= Sustainable growth in financial, social and
environmental performance

= Return on investment
= Adequate risk return balance

= Corporate governance and risk management
frameworks

= Corporate reputation

= Transparency and credibility of disclosures

Addressed through the ‘Sustainable Growth' pillar of

our strategy

-
Consumers

= Value for money

= Compliance with all applicable food safety
standards

= Product quality

= New product development aligned to customer
health, nutritional and lifestyle expectations

= Consumer promotions and loyalty programme

= Stores that are designed to deliver best in class
shopping experience to customers

= Excellence in customer service at our retail
stores

Addressed through the ‘Fulfilling the customer
promise’ pillar of our strategy

4 N\
Customers-Distributors and Retailers

= Sustainable business growth

= Maintaining profitability

= Access to market information
= Continuous supply of products
= Acceptable credit terms

= Ethical business conduct

= Recognition and rewards

= Capacity building

Addressed through the ‘Value Chain Development’
pillar of our strategy
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topics and concerns
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s N
Communities
= Creation of direct and indirect employment
opportunities
= Livelihood and community development
= CSRinitiatives
= Compliance to all relevant food safety and
environmental regulations
Addressed through the ‘Responsible Organisation’
pillar of our strategy
( )
Government
= Compliance with relevant regulations and
guidelines
= Payment of taxes on a full and timely basis
= Employment generation
= Contribute towards community development
= Environmental preservation
Addressed through the ‘Responsible Organisation’
pillar of our strategy
s N
Suppliers
= Equitable and on-time payments
= Sustainable demand for products
= Capacity building and financial support
= Competency development
Addressed through the ‘Value Chain Development’
pillar of our strategy
~

-
Employees

= Remuneration and benefits

= Job security

= Conducive work environment

= Skill and knowledge development
= Health and Safety

= Dignity of labour

= Career progression and succession

Addressed through the ‘Empowered Team’ pillar of
our strategy
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The environment we operate in is increasingly competitive and dynamic, and in order to remain relevant to our customers, driving accelerated change
is essential. The evolving industry landscape underscores the importance of strategic agility in navigating market uncertainties and during the year
under review we refined our strategy to effectively respond to the following industry trends.

Government policy and regulation

Consumer preferences for health and nutrition

Governments are increasingly focusing on public health, wellness
and environmental objectives.

= The sugar taxation in November 2017 led to a near 35% increase in the
price of many stock keeping units in the beverage category

Frequent changes on regulations for product labelling

= Ban on polythene less than or equal to 20 microns

A 4

Our response

= 45% reduction in sugar content in our CSD range

= Going beyond regulation and displaying the nutritional content of our
private label products in supermarkets

Rise of the conscious customer

Consumers are increasingly basing their purchasing decisions on many
factors beyond price. Led by millennials, this is forcing retailers to act
sustainably and practice strong ethics.

66% of Consumers are willing to spend more on a product if it comes from a
sustainable brand committed to positive social an environmental impact (Global
Sustainability Report by Nielsen)

66%

\ 4

Consumers are increasingly seeking products with meaningful
functional benefits including energy and stress relief which can
support healthy and robust lifestyles. Nutrition and wellness are
emerging as a key priority, particularly among millennials, triggering
a shift towards natural and organic offerings which have a lower
calorie count. Globally, preferences have shifted towards natural,
nutrient-dense ingredients with millennials leading the exit from
preservatives and artificial ingredients.

7/10 consumers of those,
are willing to give up a familiar N 4/10 consumers

product for one that doesn’t
contain artificial ingredients

Would be willing to pay 50%
more for a product with
natural ingredients

#2018 Food and Health Survey-International Food Information Council Foundation

\ 4

Our response

= Sugar reduction in our CSD range and widening the beverage portfolio to
include water, flavoured milk and fruit drinks

= Display nutri-info boards in supermarkets

= Freshness Guarantee Initiative at supermarkets

Our response

= Ethical sourcing of raw materials and products

= Environmentally friendly manufacturing methods

Connectivity

Unprecedented adoption of technology and connectivity is
transforming customer expectations and they interact with retailers.
The entire retail experience is now being digitalised, from product
research and ordering online to home deliveries. Meanwhile, social
media is a powerful tool for shaping brand perceptions engaging
with customers.

A 4

Our response

= Expanding the online operation of our Retail arm

= Active social media engagement

Shopping habits

Customer experience has emerged as a key source of competitive advantage in the retail industry, as retailers are striving to differentiate themselves in an
intensely competitive market place. According to the Customers 2020 research by Walker, customer experience is set to overtime price and product as key brand

differentiators by 2020.

Our response

= Customer experience is a key attribute of the new Keells brand, and our customer proposition is centred on enhancing customer experience through store

layout, customer service and product quality
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Our strategy is designed to address the challenges and capitalise on the opportunities presented by an evolving industry landscape. To deliver our
strategy we have prioritised five key areas of our business, which are designed to differentiate both our manufacturing and retail offering while

delivering on our stakeholder value creation commitments.

Strategic Objective 1: Sustainable Growth

Manufacturing

Resources Allocated

The commissioning of the Group's state of the art impulse range
ice cream factory during the year has led to a near doubling

of capacity, aptly positioning CCS to capitalise on rapid growth
in the segment. We also sought to broaden our product range
with the introduction of several new flavours and offered
competitively priced products which allowed us to capture
market share in the impulse segment. In beverages, we sought
to expand the non-CSD range with the re-launch of flavoured milk
and bottled water during the year. Continued emphasis was also
placed on driving manufacturing efficiencies in our factories.

(Refer to page 40-43 for further information)

Retail

Opened 18 new outlets during the year including in key outstation
locations, bringing the total to 96 by end-March 2019. We also
expanded the product range, enhanced the service offering and
sought increased productivity and efficiencies in driving profit
growth.

(Refer to page 44-46 for further information)

Rs. 4,200 million

Investment in new impulse ice

Rs. 4,844 million

Capital expenditure in retail

cream factory segment
KPls
Revenue Growth

Rs. Mn 5
50,000 i3

o <

e}

~
40,000 5 + 1 6 %

30,000 Revenue growth

o [e2]
20,000 5 & + 80 %
R
Equipment efficiency rate
10,000 I auip v
0
Manufacturing Retail
® 2018 2019
What's Next

= Ongoing expansion of the retail network

= Further expansion of our impulse-range products

Strategic Objective 2: Fulfilling the Customer Promise

Manufacturing

Resources Allocated

Effectively responded to evolving consumer needs with the
launch of several new products in both categories. We also
enhanced the customer value proposition through a downward
price revision in certain products in the frozen confectionery
range with focus on offering high quality products at affordable
prices. Sugar reduction efforts are ongoing in the CSD range, with
45% of the sugar content reduced in 80% of our beverages over
the past 3 years.

(Refer to page 59-66 for further information)

Rs. 41 million

Investment in R&D
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Strategic Objective 2: Fulfilling the Customer Promise (Contd.)
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Retail KPIs
Strategic focus on enhancing customer experience through Store Equity Index Recognised as the most valuable
providing Prepared Food offerings, delivering on our fresh food e super market brand in Sri Lanka by
promise, driving better customer service and expanding the o Brand Finance PLC in 2019.
rivate label product range. We also commenced the disclosure : ) . .
> " p ) g. ) L ) 33 Retail Brand "Keells" posted a
of nutritional information in our private label products, in line with : ) o
) . /’ steady improvement in its Store
international standards. 3.0 2.8 )
2;5/'/ Equity Index.
(Refer to page 59-66 for further information) 0 Fastest growing modern retailer in
) the country.
10 Gained market share in the
) ice cream impulse range and
maintained market leadership in
0 )
« - < the ice cream category.
Maintain position as a leader in the
What's Next beverages category.

= Ongoing expansion of the non-CSD range

Strategic Objective 3: An Empowered Team

Manufacturing

Resources Allocated

Launched a ‘core skills’ programme across the sector, focusing
on change management, coaching and soft skills among others.
Ongoing focus on enhancing employee engagement and creating
a conducive and safe work environment.

(Refer to page 52-56 for further information)

Retail

Keells Retail Academy Online was launched during the year
enabling employees to undergo training at their convenience
and flexibility. We also standardised the staff boarding facilities,
detailing the amenities that should be offered to all employees
across locations.

Launched a "Core Skills" programme across the sector to improve

capabilities of middle management.

(Refer to page 52-56 for further information)

Rs. 5,306 million

Total payments to employees

Rs. 47 million

Investment in training

6,381

New recruits

KPls
Employee Retention
No. %
6,000 13.0
5,800 12.5
5,600 12.0 1 1 %
5.400 15 Employee retention rate
5,200 ! 11.0 5 849
5,000 10.5 )
4,800 100 Number of employees
4,600 g 95
4,400 = 9.0
2018 2019

® Employees

What's Next

— Retention rate

= Roll out the Living Values programme across the organisation to drive

cultural cohesiveness

= Ongoing focus on developing leadership and management capabilities
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Strategic Objective 4: Value Chain Development

GRI 1102:10

Manufacturing

Resources Allocated

In manufacturing we deployed 3,000 freezers and 1,100 coolers,
revised our incentive schemes to enhance secondary sales and
increased the outlet network in which our products are available.
We also continued to invest in distributor capacity building and
technical know-how. Resources were also deployed towards
supporting distributor’s financial sustainability given the weak
market conditions. We also continued to work with over 5,500
farmers through whom we source local ingredients.

(Refer to page 59-66 for further information)

Retail

Expanded the network of collection centres for fresh fruits and
vegetables by adding a new centre in Keppetipola during the year.
We also upgraded the centre in Sooriyawewa. We continue to
work with our private label manufacturers in ensuring high quality
products, conducting audits and capacity building programmes
on an ongoing basis.

(Refer to page 59-66 for further information)

Rs. 56,118 million

Payments to suppliers

KPls

3,000

Freezers deployed in the market

1,100

Coolers deployed in the market

12

Farmers obtained GMP
certification

What's Next

60

Farmers obtained GAP
certification

Further improve the quality of fresh fruits and vegetables sourced

= Channel sales programmes to drive aggressive sales growth in the

frozen confectionery category

= Further deployment of freezers and coolers

Strategic Objective 5: Sustainability and Socially Responsible Organisation

Manufacturing

Sustainable manufacturing methods at the new ice cream
factory including energy efficient technology and responsible
waste disposable. Ongoing investment in CSR activities in the
communities we operate in and creation of value to farmers and
other suppliers through whom we source ingredients and raw
materials.

(Refer to page 59-71 for further information)

Retail

During the year Solar panels were installed at 41 retail outlets.
We also, support the JKH Group's plastic recycling programme,
Plasticycle and encourage customers to reduce the use of
polythene bags.

(Refer to page 59-71 for further information)

Resources Allocated

Rs. 486 million

Investment in green technology

Rs. 3,002 million

Payments to farmers

KPIs

Rs. 26 million

Investment in CSR

237,780GJ

Energy consumption

What's Next

40,3581C0.e

Carbon footprint

= Reduce dependence on fossil fuels through investing in solar power
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Material Matters

Material topics are defined as those issues which are most relevant to our stakeholders and could significantly impact our ability to create value.
These issues direct the Group's strategy, provide a strong foundation for risk management and form the anchor for the Group’s Integrated Annual
Report. Our materiality assessment follows ongoing dialogue with our stakeholders, critical assessment of our value creation model as well as
emerging risks and opportunities in the operating landscape. The relative materiality of each issue is determined by combining the importance to
stakeholders and the significance of the economic, social and environmental impacts.

Stakeholder feedback : —~
Industry risks and opportunities “ Identification Assessment L
Prioritise

of material of relative

- ‘ , matters
Value creation model i issues importance

The following 16 factors are regarded as the most critical to our business. We have clearly demonstrated how our selected material topics
correspond to the topics recommended by the GRI standards on sustainability reporting. Certain factors have increased in importance and/or
potential impact in comparison to last year as demonstrated below.

N
: 1,2,3,4,56,7,89,10,11,12,14

Material issues discussed fully in this Report

13,1516
Other issues discussed in summary form

Importance to Stakeholders

Significance of impacts

Material Topics for 2018/19

Consumer preferences Sustainability considerations Government policy
Earnings growth | Fulfilling the customer promise Value chain development | Responsible organisation
Market Value for money with quality Talent attraction and 11. Efficient distribution 13. Community
leadership products retention network infrastructure
2. Financial 6. Product labelling and 4. Employee health and 12. Sustainable and 14. Compliance and good
performance marketing communications safety ethical procurement governance
practices
7. Marketreach 8. Customer health and safety 15. Reduce carbon
footprint
9. Bestin class customer 16. Managing natural
service-retail inputs and outputs
10. Innovation
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Material Matters

GRI 1102:46/47/49: 1031

No  Material Aspect Materiality Corresponding GRI Topic and Sustainable
comparedto  Development Goal
last year
1 Market leadership N
2 Managing financial performance Economic performance:201-1,201-3
The challenging macro-economic conditions have compelled the A
Group to pursue productivity drives and manufacturing efficiencies
in a bid to preserve profitability.
3 Talent attraction and retention Employment:401-1
Diversity and equal opportunity:405-1
Training and education:404-1,404-2,404-3
- Labour Management relations: 402-1
§ e
o
Employee health and safety - Occupational health and safety: 403-2,403-4
Providing value for money with quality products
The escalation in excise duty resulted in higher prices to customers
across our beverage portfolio. In order to stem the decline in ’I\
demand, it is imperative to enhance the customer value proposition
by providing value for money.
6 Product Labelling and market communication compliance /]\ Marketing and Labeling:417-1,417-2,417-3
7 Market reach
Strategic emphasis was placed on driving increased penetration in /I\
both the Retail and Manufacturing segments through expanding our
geographical reach.
Customer health and safety - Customer health and safety:416-1,416-2
Provide best in class customer service in retail -
10 Innovation to promote health, nutrition and lifestyle changes g oo
We continue to place focus on leveraging our research capabilities 4\ —’\«\/\'
to drive innovation and product development, given the clear shift in
customer preferences towards healthy and natural beverages.
11 Efficient distributor network -
12 Sustainable and ethical procurement practices Procurement practices:204-1
- 10 Rikhes 5 Gk
13 Developing livelihoods through improving community infrastructure Local communities: 413-1
Indirect economic impacts: 203-1,203-2
14 Compliance and good governance Compliance: 307-1
Socio economic compliance:419-1
15 Reduce carbon footprint Emissions: 305-1,305-2,305-3,305-4,305-5,305-6,305-7
- 13 v 12 %m
 *d Kee
16 Managing natural inputs and outputs Raw materials: 301-1

Water:303-1,303-2,303-3
Energy: 302-1,302-2,302-3,302-4
Waste and effluents:306-1,306-2.,
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Economic and Industry Environment

During the year Sri Lanka's household consumption
expenditure was subdued, growing marginally by 2.3%
due to weak consumer confidence, higher interest
rates for most part of the year and depreciation of the

exchange rate.

Economic growth

Sri Lanka's GDP growth moderated to 3.2% in
2018 (from 3.4% in 2017) reflecting cascading
effects of global dynamics, rising commodity
prices including oil, subdued investor and
consumer sentiments and political instability
towards the latter part of the year. The
Agriculture sector rebounded after several
years of lacklustre growth to expand by 4.8%
following favourable weather conditions

and a particularly strong Yala season. The
Services sector which accounted for 59% of
GDP grew by 4.7% during the year supported
by broad-based expansion of several sub-
sectors including financial services and
telecommunications. The Accommodation,
food and beverage serving sub-sector grew by
5.5% while Wholesale and Retail trade grew by
5.0% in 2018. Meanwhile the Industrial sector
growth was disappointing at 0.9% during the
year, primarily due to a subdued construction
sector.

Economic Growth

% %
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6.0 6.0
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Inflation

The Central Bank signalled a relaxation of the
tight monetary policy adopted since end 2015,
by reducing the upper bounds of the policy
rates in April 2018. Persistent deficits of rupee
liquidity in the domestic money market led

to the Central Bank to reduce the Statutory
Reserve Ratio (SRR) applicable on all rupee
deposits of commercial banks in November
2018, while increasing policy interest rates to
neutralise the impact on interest rates. This
approach was adopted with the objective of
stabilising inflation at mid-single digit levels
and anchoring inflation expectations to enable
the economy to reach its potential in the
medium term.

Inflation - 2018
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Exchange rate

The Sri Lankan rupee recorded sharp
depreciation against the US Dollar, falling
by 18% in 2018 to end the year at Rs.180.1
as at end-December 2018. The continued
tightening of monetary policy in the US with
several rate hikes during the year led to a
strengthening of the US dollar, with most
regional currency depreciating against the

greenback. The Central Bank largely allowed
demand and supply forces to determine

the level and direction of the exchange

rate of the rupee in the foreign exchange
market, intervening only to prevent disorderly
adjustments.

Consumer spending

Performance of the FMCG (fast moving
consumer goods) segment is directly linked
to household consumption patterns. During
the year Sri Lanka’s household consumption
expenditure was subdued, growing marginally
by 2.3% due to weak consumer confidence,
higher interest rates for most part of the year
and depreciation of the exchange rate. Over
the longer- term however, a growing urban
middle class, rising disposable incomes

and increasing customer sophistication is
expected to drive household consumption
expenditure. Sri Lanka continues to be a
consumption-driven economy, contributing
nearly 75% to GDP.

Household Consumption Expenditure
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*
Modern trade grew by 8.7%

Ice cream was one of the few
categories to record growth in the
FMCG sector**

CSD volumes declined by 25%

in 2018

*Nielsens  **LMRB
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Manufacturing

The Manufacturing Segment’s performance was
adversely affected by a sharp drop in volumes in the
beverage category following the imposition of the sugar
tax coupled with weak consumer sentiments. This was
however, countered by the strong performance of the
frozen confectionery category resulting in the segment'’s
revenue increasing by 1% during the year, while profit
amounted to Rs. 1,096 million compared to

Rs. 1,598 million in the previous year.

Contribution to Group Manufacturing - Performance

o Rs. Mn Rs. Mn
%
25,000 5,000
Revenue 23
20,000 4,000
Profit after tax 84
Assets 53 15,000 3,000
Employees 19
: 10,000 506 2,000
Carbon footprint 32 \
1,096
5,000 1,000
0 0
~ © o
o o o
o~ o~ o~
@ Revenue Assets — PAT

Capital value addition

GRI 1102:10

Achievements 2018/19

= Maintained the market leadership position in

frozen confectionery category

Beverage Brand of the Year-SLIM Neilsen
People’'s Awards 2019 (Elephant House
Cream Soda)

= Grew market share in impulse ice cream

category

= Entered the flavoured milk and bottled water

categories

Risks and Challenges 2018/19

= Regulations on sugar content of beverages

= Frequent changes in product labelling

regulations

= Evolving consumer preferences

= Increasing competition in the frozen

confectionery category

Way Forward

= Further expansion of the non-CSD

beverages range

= Increase penetration through the modern

trade channel

= Capacity expansion in bottled water

= Inice cream, ongoing expansion of the

distribution network

= Further expansion of the product portfolio.

= CAPEX:Rs. 1,740
millio