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RESURGENT

At Ceylon Cold Stores we believe in the power
of resurgence; rising up against challenges

to ensure continuous delivery of value, even
amid a life-changing pandemic. Through it all,
we maintained our momentum fuelled by our
corporate strengths, resilient strategies and an
undeterred team spirit which set out to explore
the opportunities the future holds.

This report documents how our agility and
resourcefulness contributed towards achieving a
commendable performance, even as we survived
a challenging year. And that’s why, today as we
venture into the unknown whilst welcoming a new
financial year, we believe that your Company will
resurge through challenges to consistently serve
you; our valued stakeholders.



CONTENT

About Us

Our Approach to Reporting
Performance Highlights
Year in Review
Chairman’s Statement
CCS at a Glance

Value Creation Model
Strategic Review

Year at a Glance

Awards and Certifications
The Board of Directors
Management Team

Management Discussion and
Analysis

Material Matters

Embedding Sustainability
Strategy and Resource Allocation
Measuring Progress
Performance and Value Creation
Operational Review

Capital Management

10
14
16
18
22
23
24
26

30
32
34
36
38
39
42

Enterprise Governance

Corporate Governance Commentary 64
Enterprise Risk Management 80
GRI Index 87

Financial Reports

Annual Report of the Board of Directors 92
Audit Committee Report 98
Statement of Directors’ Responsibility 100
Independent Auditors’ Report 101
Income Statement 104
Statement of Comprehensive Income 105
Statement of Financial Position 106
Statement of Changes In Equity 107
Statement of Cash Flows 108
Index to Notes 110
Notes to the Financial Statements 111
Your Share in Detail 174
Decade at a Glance 176
Key Figures and Ratios 177
Group Real Estate Portfolio 177
Glossary of Financial Terminology 178
Notice of Meeting 179
Notes 181
Form of Proxy 183

Corporate Information Inner Back Cover




OUR HISTORY  For 155 years, we have continuously

evolved our products and processes
and empowered our team to stay at the
forefront of our business.

OUR V|S|0N Our passion is to deliver pleasure and
nutrition throughout people’s lives, through

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

UUR VALU ES Innovation : Changing constantly, reinventing and evolving

In trying new ideas we win or learn, there is no failure.

Integrity : Doing the right thing always

Transparency is everything, so we just do it right!

Excellence : Constantly raising the bar
We get better every day.

Caring : Fostering a great place to work
We listen, we are thoughtful and we care to make a difference.

Trust : Building strong relationships based on openness and trust
The foundation we work from.




Management Discussion and Analysis

Enterprise Governance

OUR APPROACH TO REPORTING

Our Approach to Reporting

Financial Reports

This year, we present Ceylon Cold Stores PLC’s (“CCS” or “the Group”) 6th Integrated Annual Report for the period from 1st April 2020 to
31st March 2021. The unprecedented operating conditions that prevailed during the year and the broad-based implications of the COVID-19
pandemic, brought to light the vital importance of managing our resources and directing strategy in an integrated manner. In adopting the
<IR> Framework, we have aligned our corporate reporting with this thinking; the illustration below maps the structure of our report, providing
page references relevant to demonstrate our integrated approach to value creation.

Our passion is to deliver pleasure
and nutrition throughout people’s
lives, through exciting and superior
products, whenever and wherever
they choose to eat and drink.

The operating landscape presented
an array of risks, opportunities and
challenges during the year, in turn
impacting our stakeholder needs and
materiality assessment.

While our long-term strategic
priorities remained unchanged,

the Company realigned its areas

of strategic focus in order to
address the risks and opportunities
stemming from the pandemic.
(page 20)

Defining and measuring what success
is, through nurturing our capitals and
stakeholder value creation.

The Group’s value creation is
underpinned by a strong Governance
Framework.
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Basis of Preparation

Reporting scope and boundary

This Annual 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) and LogiPark International (Pvt) Ltd (LPI) (collectively
referred to as the “Group”) for the period from 1st April 2020 to 31st March 2021. 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 2020. 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.

Principles of preparation

The financial and non-financial information presented here have been prepared based on internationally-accepted reporting frameworks as
listed below:

Financial Statements Narrative/Sustainability Report
= Sri Lanka Financial = Integrated Reporting Framework of the IIRC (including revisions = Companies Act No. 07 of 2007
Reporting Standards in January 2021) = Listing Rules of the Colombo Stock
= SrilLanka Accounting = GRI Standards on Sustainability Reporting: In accordance with Exchange
Standards ‘Core’ = Code of Best Practice on Corporate
External assurance = Sustainable Development Goals Reporting Governance issued by the SEC and
provided by Messrs. = Gender Parity Reporting Framework of CA Sri Lanka CA Sri Lanka
Ernst and Young We have not sought external assurance on sustainability reportin * Securities and Exchange Commission
Chartered Accountants g yrep g of Sri Lanka Act No. 36 of 1987

Reporting concepts

The Report is prepared in line with the principles prescribed by the Integrated Reporting Framework, mainly comparability, reliability,
consistency, strategic focus, connectivity and future orientation.

Navigating our Report

We have used the following navigation icons across our Report to show the connectivity between resource allocation, strategy and value
creation/erosion.

Capital Resources Strategic Priorities Stakeholders

Financial Capital Sustainable Growth 1403 1 Shareholders
lezoee)

Fulfilling the Customer
Promise

Consumers - Distributors
O O and Retailers

Social & Relationship
%‘@

=)

%
O B B B
[ Bo & &

o>
e 00 || |kecaccoscoscsocsocsocsossosses % Goremment
777777777777777777777777777 Sustainable and Q0
%%& Natural Capital Responsible Organisation o @ o Communities

oy

Feedback Improvements featured in this year’s Report.

We understand Integrated Reporting is an evolving =  Adoption of the revisions to the Integrated Reporting Framework in

principle and a continuous journey of improvement. We January 2021

welcome your comments, suggestions and queries on
this Report; please direct your feedback to,

= Adoption of Gender Parity Reporting Framework published by CA Sri Lanka

= Clearly show implications of COVID-19 and measures taken to address the
Chief Financial Officer / Director challenges stemming thereof
Ceylon Cold Stores PLC
148, Vauxhall Street, Colombo 2
E-mail: Nelindra.ccs@keells.com

= Increased connectivity between resource allocation, strategy and
stakeholder outcomes
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AULINABEN  Management Discussion and Analysis Enterprise Governance

PERFORMANCE HIGHLIGHTS

Financial Reports

Metric 2019/20  YoY Change
STRATEGIC PRIORITY: SUSTAINABLE GROWTH
Financial Performance
Revenue Rs. million 68,766 67,969 1%
Gross Profit Rs. million 7,651 8,443 -9%
Operating Profit Rs. million 4,112 4,786 -14%
Profit Before Tax Rs. million 2,375 3,067 -23%
Profit After Tax Rs. million 2,338 2,135 10%
EBITDA Rs. million 6,995 7,385 -5%
Financial Position
Total Assets Rs. million 54,975 48,236 14%
Total Liabilities Rs. million 38,192 32,430 18%
Total Debt Rs. million 24,483 20,442 20%
Shareholders’ Funds Rs. million 16,783 15,807 6%
Return on Assets % 4.53 4.98 (0.45)
Return on Capital Employed % 10.61 15.27 (4.66)
Debt/Equity % 145.88 129.32 16.56
Interest Cover No. of Times 2.29 2.62 (0.33)
Working Capital
Current Assets Rs. million 12,526 10,873 15%
Current Ratio No. of Times 0.57 0.51 0.06
Quick Ratio No. of Times 0.20 0.18 0.02
Shareholder Information
Earnings Per Share Rs. 24.60 22.47 2.13
Dividends Per Share Rs. 17.00 20.00 (3.00)
Net Asset Value Per Share Rs. 176.59 166.31 10.28
Closing Share Price Rs. 621.75 655.00 (33.25)
Price Earnings Ratio No. of Times 25.27 29.15 (3.88)
Dividend Payout % 69.10 89.02 (19.92)
Dividend Yield % 2.73 3.05 (0.32)
Market Capitalisation Rs. million 59,091 62,251 -5%
Enterprise Value Rs. million 83,012 82,238 1%
Revenue Profit After Tax
Rs. Million Rs. Million
o 67,960 68,766 Y0 g3
60,000 50,942 - 5,000 2,567 038
43,519 2135 '
40,000 2,000
1,310

20,000 1,000

0 0

2017 2018 2019 2020 2021 2017 2018 2019 2020 2021
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Metric
STRATEGIC PRIORITY: SUSTAINABLE GROWTH

2020/21 2019/20

YoY Change
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Property, plant and equipment Rs. million 22,289 20,137 11%
Capital expenditure Rs. million 4,014 3,847 4%
Retail outlets (Keells) No. 123 109 14

STRATEGIC PRIORITY: EMPOWERED TEAM

HUMAN CAPITAL

Total employees No. 6,698 6,014 684
Payments to employees Rs. million 6,243 5,815 428
Employee retention rate % 42 0 42
Female representation % 39 43 (4)
Investment in training Rs. million 43 80 (37)
Total training hours Hours 172,677 233,266 (60,589)
Average training hours/employee Hours 26 39 (13)
Workplace injuries No. 39 39 -
Graduates from JMSL training academy No. 376 238 138

New products launched

STRATEGIC PRIORITY: FULFILLING THE CUSTOMER PROMISE

New outlets opened (Keells)

No. 15* 15

Non-compliance to product responsibility regulations

SOCIAL AND

Payments to suppliers

STRATEGIC PRIORITY: MANAGING THE VALUE CHAIN

Rs. million

No. of farmer training programmes conducted

No. 74 56

RELATIONSHIP CAPITAL

Investment in CSR

Rs. million 32 31

STRATEGIC PRIORITY: SUSTAINABLE AND RESPONSIBLE ORGANISATION

Energy consumption GJ 284,585 275,338 3%
Water consumption m? 604,874 675,449 -10%
_ Solid waste MT 4,329 4,061 7%
<
E Effluents m? 138,422 173,097 -20%
5 Carbon footprint tCO2e 46,472 46,145 1%
g Energy intensity - Manufacturing GJ/1,000 Ltrs 1.095 1.034 6%
= Emission intensity - Manufacturing tC0O2e/1,000 Ltrs 0.175 0.160 9%
<
= Water intensity - Manufacturing Ltrs/1,000 Ltrs 4,566 5,032 -9%
Energy intensity - Retail GJ/Saft 0.186 0.182 2%
Emission intensity - Retail tCO2e/Sqgft 30.56 31.56 -3%
Water intensity - Retail Ltrs/Sqaft 0.23 0.23 0%
-
§ | InvestmentinR &D Rs. million 34 43 (9)
B <
O
ws
=
a <
T New products launched No. 11 7 4
2
*15 outlets were opened and 1 outlet was closed during the year.
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Management Discussion and Analysis

PERFORMANCE HIGHLIGHTS

MANUFACTURED CAPITAL

HUMAN CAPITAL
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SOCIAL & RELATIONSHIP CAPITAL

NATURAL CAPITAL

Enterprise Governance Financial Reports

Rs. 22,289 Mn (+11%)

Property, plant and equipment

fis. 1,626 Mn (+236%)

Digital infrastructure

123

Total retail outlets

Capital Expenditure

Rs. Million Rs. Million
25,000 6,925 8,000
LN
20,000 6,000
15,000
4,000
10,000
5,000 2,000
0 0
2018/19 2019/20 2020/21

™ Property plant and equipment @ Capital expenditure

19

Retail outlets
opened

Rs. 2,067 Mn

Investment in PPE
retail

6,698 (019120: 6,014
Total employees

39%

Female representation

Employee Value Creation

Rs. ‘000 Rs. ‘000

1,000 11,302 11,500
900 11,000
800 108287 . 10,500
700 10,000
600 9,500
o0 201819 2019/20  2020/21 5,000

™ Remuneration per employee @ Revenue per employee

Rs. 6,243 Mn

Payments to
employees

172,617

Total training hours

Recipes and product formulations

Investment in R&D

Rs. Million
s g commyor | ekl
:Among t e ountrys.top “ 43 Investment
10 brands and Sri Lanka’s leading 40 ) in R&D
Supermarket brand* 30
ELEPHANT HOUSE: Among the ? 87
country’s top 15 consumer brands* 10 SLS COVID-19 Safety
. ] 0 Management certified
Brand Finance, 2020,
(*Brand Finance, ) 2018/19 2019720 2020/21 retail outlets
2 440 ! 1 81 Payments to Suppliers
y | Rs. Billion
No. Of 3 N-O. Of 62.0 61.1 61.1 Rs- 61 ,1 29 Mn
suppliers | distributors 70 56.1 Paymgnts to
ffffffffffffffffffffffffffffffff suppliers
8,675 . b1 o
) ! 470
Farmers/ ' Private label 90 ‘I []4
out-growers | suppliers '
9 PP 37.0 Entrepreneurs supported
32,0 through strategic CSR projects
201819 2019/20  2020/21
284 585 GJ (+3%) Emission Intensity
) i (tC0O2e/1,000 Ltrs) (tCO2e/Sqft) 0
Energy consumption 54 /[]
77777777777777777777777777777777 o 3196 V 20 of total retail
604,874 I'ﬂ3 (-10%) 0.17 N :z outlets converted
Water consumption /\ ' to solar power
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 0.16 305
4,329 MT 2
A29 MT s ° | 12655 kg
Solid waste 015 295 '
77777777777777777777777777777777 of plastic waste
46 472 802 2018/19 2019/20 2020/21 collected and recycled
+10 - Emission intensity - Emission intensity
) t e ( I /D) - Manufacturing - Retail

Carbon footprint

Rs. 939 Mn

Investment in PPE
manufacturing

Rs. 1,408 Mn

Investments in digital
infrastructure

Rs. 43 Mn

Investment in
training

26

Average training
hours per employee

1

New products
launched

2 Manufacturing
plants obtained

the SLS COVID-19
Safety Management
System Certification

Rs. 32 Mn

Investment in CSR

al%

reduction of
polythene usage in
supermarkets
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YEAR IN REVIEW

Navigating the complexities of COVID-19

The COVID-19 pandemic and its implications on public health, businesses and communities rendered the year under review, one of the most
challenging of this generation. As a consumer-driven business, the Group was inevitably impacted by an array of strategic and operational
challenges. Nonetheless, proactive efforts to make our business more agile by persistently listening to and addressing the needs of our
customers enabled the Group to show considerable resilience amid the adverse operating conditions.

The direct implications of the pandemic on our operations and our response in addressing these dynamics are listed below and explained in
further detail in subsequent sections of this Report.

Heightened health and safety risk of employees

Implemented stringent safety protocols in all operating locations and facilitated working from home for office

;@ based employees
®
L(j&/\ = Implemented a bio bubble in the manufacturing plants to minimise risk of cross infection

= First supermarket chain to obtain the SLS COVID-19 Safety Management certification

= Obtained the SLS COVID-19 Safety Management System certification for the manufacturing plants

Disruptions to supply chains and distribution channels

As channel partners faced logistical challenges due to lockdowns and restrictions on mobility, the Group
engaged with authorities and obtained curfew passes for our teams, ensuring continuity of operations

= The Beverages sector was impacted by a significant drop in sales volumes in the HoReCa and hotel channels

= The Retail sector engaged proactively and continuously with its suppliers to secure stocks of essential items

= Ensured security of local supply chain despite the challenges that prevailed

Restrictions on imports

Import restrictions by the Government affected the supply of raw material in the Manufacturing segment and
availability of finished goods in the Retail sector

Strategic focus on pursuing alternative suppliers and development of local suppliers in both segments

X@

= Working with banks to workout payment arrangements that minimised the impact of import restrictions

Unprecedented surge in demand for the KEELLS online platform

Immediate measures to upgrade the e-commerce platform through implementing a virtual queuing system and a
quota system

Consistently listening to customer feedback and promptly addressing any issues

&

Migrated from server to the cloud to effectively manage the increased traffic to the keells online platform

Impact on liquidity, financial performance and stability

= Stress testing under multiple scenarios to ascertain the impact on liquidity and performance
Weekly dashboards to monitor the liquidity position

Temporary halting of all non-essential capital expenditure and stringent expense control

&

= Proactive management of working capital to ensure uninterrupted production

Ceylon Cold Stores PLC | Annual Report 2020/21 9



Management Discussion and Analysis

Enterprise Governance

Financial Reports

CHAIRMAN’S STATEMENT

Dear Shareholders,

It is my pleasure to present the Annual
Report and the Audited Financial
Statements of Ceylon Cold Stores PLC
(CCS) for the year ended 31st March 2021.

Operating Environment

The Sri Lankan economy recorded a
contraction in Gross Domestic Product
(GDP) by 3.6% in the calendar year 2020,
a notable slowdown against the growth of
2.3% recorded in the calendar year 2019,
primarily driven by reduced economic
activity and dampened sentiments
following the COVID-19 outbreak. Although
GDP growth was negative in the first half of
the calendar year 2020, economic activity
rebounded thereafter recording 1.3%
growth in both the third and fourth quarters
of the calendar year 2020. Consumer
discretionary spending deteriorated
significantly during the calendar year
2020, reflecting decline in disposable
income due to worsening economic
conditions, unprecedented volatility

and dampened consumer sentiments

on the back of COVID-19. A shift in
purchasing and consumption patterns
was witnessed, reflecting changes in
consumer behaviour as a result of health
and safety measures put in place to curtalil
the spread of the virus. The ‘In-home’
consumption increased considerably due
to lockdowns and the restrictions placed
on ‘out of home’ consumption. Consumers
migrated to online platforms during the first
lockdown, causing a surge in demand for
e-commerce and delivery solutions.

Despite facing one of the most challenging
years amidst the economic and social
impacts of the pandemic, CCS delivered
a resilient performance during the year,
recording a Consolidated Profit After
Tax (PAT) of Rs. 2.3 billion, a growth

of 10% against the previous year. The
Manufacturing sector contributed to
80% of PAT whilst the Retail sector,
which operates the “Keells” chain of
supermarkets, accounted for 20%.

Sector Reviews

The Manufacturing sector was relatively
resilient, showing recovery of monthly
revenue to pre-COVID levels by the close
of the financial year. Despite the weaker
performance in the HoReCa and hotel
channel throughout the year, the decrease
in revenue was curtailed to 3% by driving
growth in the general and modern trade
channels to support the increased
preference for ‘in-home’ consumption. Both
the Frozen Confectionery and Beverages
volumes were significantly impacted in
the first quarter of the year due to the
island-wide lockdown. Even though the
easing of restrictions in mid-May, saw a
recovery in volumes, this was halted by
the emergence of the second wave in
mid-October and the resultant restrictions
imposed in metro and urban areas which
are typically high-volume generating areas
for the business. However, the recovery
momentum accelerated in the fourth
quarter of the year as the lockdowns were
gradually eased and the relatively warm
climatic conditions spurred demand for
both Beverage and Frozen Confectionery
businesses to pre-COVID levels.

Despite the unprecedented challenges
faced during the year, the Frozen
Confectionery business contained the
decline in volumes to a marginal 1 %
supported by sustained volumes in the
bulk segment. This was driven by higher
‘in-home’ consumption, reflecting improved
customer sentiment during the second and
fourth quarters of the year. The impulse
segment recorded a 3% decline due to
the reduction in ‘out of home’ consumption
stemming from restrictions in movement,
closure of schools and ban on events

and gatherings. It is noteworthy that the
Frozen Confectionery category marked

a milestone by achieving the highest-

ever monthly volume in March 2021
demonstrating strong upside potential at
the end of the fourth quarter. The Frozen
Confectionery category launched 10 new
products during the year under review,
thereby creating excitement and novelty
within the category and capitalised

on the opportunities presented by the
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rapid increase in ‘in home’ consumption
by promoting two-liter family tubs and
launching a Wonder Bar multi pack.

The Beverages category, which comprises
of carbonated soft drinks and non-
carbonated beverages; milk, water and
fruit drinks witnessed a challenging year
on the back of the pandemic, recording

a 16 % decrease in volumes during the
year. Carbonated soft drink primarily
being an ‘out of home’ consumed product,
the decline in volumes reflected the
notable decrease in consumer mobility

by imposition of a two-month island-wide
lockdown during the peak sales months,
closure of eateries and general trade
outlets in lockdown areas and restrictions
placed on events and gatherings.
Returnable Glass Bottle (RGB) volume
declined at a faster pace due to lacklustre
performance of the HoReCa and hotel
channels. Notwithstanding this, the easing
of restrictions in mid-May resulted in

a faster than expected recovery in the
Beverage category where volumes were
on par with pre-lockdown levels by the
second quarter. While this momentum
was affected by the selective lockdowns
in mid October, the business witnessed a
recovery in volumes in the fourth quarter of
2020/21. It is encouraging to note that the
Beverage business recorded its highest
monthly sales volume in 42 months, in
March 2021.

The COVID-19 pandemic resulted in
unprecedented challenges for the Retall
sector with the complete closure of outlets
to the public during lockdowns, overnight
surge in online orders, supply chain
disruptions, and challenges in mobilisation
of labour to outlets. Whilst the disruptions
in the first quarter of the year impacted
the business significantly, the easing of
movement restrictions from mid-May 2020
onwards resulted in a sharp rebound in
sales despite the short-term impact from
the outbreak of the virus in October 2020.
Retail business saw growth through its
online platform, realising an increase

in daily online orders processed from
1,000 to 15,000. The surge in demand for



online purchasing supported the stability
in overall revenue which remains in line
with the previous year. Our customer
centric strategy delivered results during
the year, with the Store Equity Index
increasing to 4.1 from 3.5 the previous
year. Stringent health and safety protocols
were implemented across the business
with enhanced sanitisation measures and
random PCR testing to ensure safety of
our customers and we obtained the SLS
COVID-19 safety management system
certificate for 87 of our outlets. Average
Basket Values (ABV) increased during
the year, reflecting changing consumer
behaviour due to work-from-home
arrangements and increased preference
towards consumption at home. Store
expansion continued without disruption
during the year, taking the total store
count to 123. Managing risks arising from
import restrictions, rupee depreciation and
logistical challenges have also been key
focus areas for the Retail business during
the year under review.

The Group’s emphasis on cash
preservation and cost control was further
augmented with spend control towers,
detailed analysis of costs, deferment

of non-essential capital investments,
curtailment of recruitment and
rationalistion of discretionary spending.
Weekly cash flow reviews were carried out
to effectively manage working capital and
to minimise borrowing costs.

Growth and Profitability

Consolidated revenue stood at Rs. 68.8
billion, an increase of 1%, with the fully
owned subsidiary, Jaykay Marketing
Services (Private) Limited (JMSL),
accounting for approximately 80% of
revenue and CCS and The Colombo Ice
Company (Private) Limited (CICL), which
comprises the Manufacturing sector,
accounting for 20% of revenue. Revenue
of the Manufacturing sector recorded at
Rs. 14 billion, relatively unchanged over
the previous year despite the broad-based
impact of the pandemic. JMSL recorded
a revenue of Rs. 54.8 billion, a marginal

increase compared to previous year
supported by the growth in e-commerce,
expansion in outlet count and an increased
Average Basket Value.

Consolidated Profit Before Tax (PBT)
amounted to Rs. 2.4 billion, a 23%
decrease against the previous year; the
moderation in profitability reflects the
reduction in volumes coupled with the
increase in raw material costs stemming
from disruptions to supply chains and
restrictions on imports, rupee depreciation
and additional costs incurred on health
and safety measures, which offset the
lower finance costs and cost savings on
discretionary expenses. Consolidated
Profit After Tax (PAT) amounted to Rs.
2.3 billion, recording a growth of 10%,
reflecting the reduction in the income tax
rate applicable to the business.

Value to Shareholders

Your Board has recommended the
payment of a final dividend of Rs. 4.00
per share, in addition to two interim
dividends of Rs. 8.50 per share each, paid
in September 2020 and March 2021. As
such, a total dividend of Rs. 21.00 per
share is paid with a total payout of Rs.

1.9 billion from profits earned in 2020/21
compared to Rs. 1.1 billion paid in the
previous year.

Digital Leadership

We continued to make progress in our
digitisation journey during the year with
the launch of several innovative digital
products, continued digitisation of
processes and greater reliance on data
analytics for decision making. A new
Distributor Management System (DMS)
was rolled out to enhance distribution
efficiency in Beverages and Frozen
Confectionery business through access
to real time sales data with greater market
insights. The digital augmentation of

the operations of the state-of-the-art ice
cream facility in Seethawaka enabled

the interconnectivity of isolated plants
and machinery to optimise the operating
efficiency. Moreover the Keells online web

site has been revamped, scaling up over
ten-fold as customers migrated to online
platforms. The Manufacturing and Retail
sectors have also embarked on advanced
data analytics programmes which have
driven considerable improvements in
efficiencies and resource optimisation
through providing better insights on
demand patterns, customer behaviour and
promotion effectiveness.

Our People

During the year our team of 6,698
employees continued to maintain the
growth momentum amidst significant
challenges faced during the pandemic.
The Retail sector, representing 85% of

the staff cadre, was declared an essential
service and our teams ensured continuity
of operations despite the elevated

health and safety risks. The Retail sector
launched a campaign titled ‘No one is
safe until everyone is safe’ across multiple
channels including social media platforms.
Personal protective equipment was
provided to all employees and random
PCR tests were carried out with regular
frequency. Agile working arrangements
were introduced and transport was
provided where necessary. We also
continued to deliver on our ‘People
Promises’ by effectively leveraging digital
and virtual platforms to engage, develop
and motivate our employees. Townhall
meetings, employee engagement events
such as ‘Cheer the Peer’ and ‘Living
Values’ programmes were continued
virtually despite the disruptions caused by
COVID-19 outbreak. The total monetary
value delivered to employees, including
remuneration, welfare, training and
development costs, stood at Rs. 6.2 billion,
an increase of 7%.

Supply Chains

Our supply chain covers an island-wide
network of over 100,000 outlets, 181
distributors, 8,675 farmers and 2,440
suppliers. Majority of purchases are
sourced from local suppliers, including
milk, ginger, vanilla, cashew, treacle and
jaggery for the Manufacturing sector

Ceylon Cold Stores PLC | Annual Report 2020/21 11



Management Discussion and Analysis

CHAIRMAN’S STATEMENT

and fresh produce for 123 retail stores.
Payments to local suppliers, including
farmers, amounted to Rs. 4.1 billion
during the year underpinned by trusted
partnerships built by offering fair prices
and timely payments. The Retail sector
moved into a larger collection centre in
Dambulla, expanding operations, whilst
CCS continued to work with its distributors
to ensure availability of products island-
wide, supporting them during the
challenging times with extended credit and
redistribution allowances where required.

Commitment to Sustainability

Conducting operations in a socially and
environmentally responsible manner is
integrated into all aspects of the Group’s
businesses. The freshness initiatives
offered a healthy choices to customers,
giving them access to fresh produce and
bakery products. Beverage business
expanded its non-carbonated soft drinks
range and reduced the sugar content in
carbonated soft drinks to be aligned with
health conscious consumer choices. A
pledge to reduce the ‘single use’ polythene
bag usage in our Retail operations by 50%
by 2024/25 through targeted initiatives
has already resulted in a 35% reduction.
The work with ‘Plasticycle’, the Group’s
social entrepreneurship initiative aimed

at reducing plastic pollution, continued
during the year with an increased number
of collection bins at various locations.
Energy conservation efforts by the Retalil
sector continued, expanding the number
of solar panel installations to cover 10
additional outlets taking the total to 66
outlets whilst the Manufacturing sector
installed solar generating units at Ranala
and Seethawaka plants.

CCS Group contributed Rs. 32 million to
Corporate Social Responsibility (CSR)
initiatives, including the distribution of
personal protective equipment to public
health inspectors, distribution of dry
rations to 500 families and supporting the
youth development programmes of the JK
Foundation ‘Praja Shakthi programme’.

Enterprise Governance Financial Reports

Corporate Governance

| am pleased to state that there were no
departures from any of the provisions of
the Code of Business Conduct and Ethics
of the Code of Best Practice of Corporate
Governance, jointly advocated by the
Securities and Exchange Commission of
Sri Lanka and the Institute of Chartered
Accountants of Sri Lanka. | also wish to
affirm our commitment to upholding Group
policies, where emphasis is placed on
ethical and legal dealings, zero tolerance
for corruption, bribery and any form

of harassment or discrimination in our
workplace and any work-related situations.

Integrated Reporting

This Report has been prepared in
conformance with the Integrated Reporting
Framework of the International Integrated
Reporting Council (IIRC). The Board of
Directors is responsible for ensuring the
accuracy and integrity of this Annual
Report. Every effort has been made

to ensure the credibility, reliability and
integrity of the information presented.

Outlook

Even though the recent outbreak of
COVID-19 cases in Sri Lanka has
resulted in short-term uncertainty in

the market, we remain optimistic of a
sustained recovery in business volume
over the short-to medium-term, despite
the periodic isolation of ‘high-risk’ areas
which could hamper the momentum. We
envisage the impact on business to be
less pronounced, as organisations are now
better equipped to navigate the ongoing
outbreak in contrast to 2020/21. Demand
is also expected to be resilient, as evident
in the fourth quarter where business
activity and movement of consumers was
largely normal, despite the increase in
cases during this period. Ensuring the
safety of our employees will remain a

key priority and we will leverage on our
learnings from the outbreaks in 2020/21
to navigate the impacts on our business
in the new normal. We will continue to
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place emphasis on exploring business
opportunities in emerging online and
delivery channels through both owned and
third-party e-commerce platforms.

In Beverages, the per capita packaged
beverage consumption in Sri Lanka is well
below the global average, highlighting the
growth potential for the beverages market
in the country. As a leading player in the
beverages business, CCS will leverage
on its strong brand equity and distribution
network to capitalise on this opportunity
by catering to the ever-evolving lifestyles
of consumers and more emphasis will

be placed on healthier lifestyles coupled
with evolving regulations and restrictions
surrounding calorific sugar content in
beverages. Strategic emphasis will also
be placed on consolidating and stabilising
distributor network while enhancing sales
force efficiency by leveraging on data
analytics and digital capabilities.

We see significant growth potential in the
Frozen Confectionery segment, given

Sri Lanka’s relatively low per capita ice
cream consumption compared to the
global average. We anticipate increased
contributions from the impulse range,
which will emerge as the primary driver

in increasing per capita ice cream
consumption in the country. As we seek to
consolidate our current portfolio, we will
continue to place emphasis on digitisation
of processes and implementation of lean
initiatives in our manufacturing facilities
while strengthening our supply chain.

The Retail sector will continue its
expansion planned during 2021/22 and
the new state-of-the-art distribution centre
in which we have invested Rs. 4.6 billion

is expected to commence operations in
the 3rd quarter of 2021. Emphasis on cash
flow management and cost control will
remain a priority with the insights from data
analytics also expected to deliver cost
savings and margin enhancement during
the year to support the business growth.



Conclusion

| take this opportunity to thank my
colleagues on the Board for their support
and guidance in a challenging year. |
also extend my sincere appreciation to
the CCS, JMSL and CICL teams for their
teamwork and commitment to deliver

a resilient performance while adapting
to the new normal. On behalf of the
Board, | would like to acknowledge all
our stakeholders — valued customers,
distributors, suppliers, business partners
and shareholders, amongst others, for
their continued trust and loyalty.

Yours sincerely,

bisdo Bibid,

Krishan Balendra

Chairman

21st May 2021
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ORGANISATIONAL OVERVIEW

CCS manufactures and distributes a diverse portfolio of Beverages and Frozen Confectionery products. As a leading force in both categories,
the Company’s competitive edge is underpinned by the strength of its brands, a deep understanding of evolving customer preferences and
an extensive distribution network which has facilitated island-wide penetration. The Group’s retail arm, Jaykay Marketing Services (Pvt) Ltd
(“JMSL") operates the Keells supermarkets chain, the leading player in Sri Lanka’s modern trade industry with a network of 123 outlets and
industry-leading standards in customer convenience and service quality.

A DIVERSE PORTFOLIO CATERING TO AN ARRAY OF CONSUMER NEEDS AND OCCASIONS

Beverages Portfolio

Plain
Fruit FI
Carl?onated Soft Flavoured Milk (Standardised) Fruit Drinks ruit Flavoured Energy Drinks Bottled Water
Drinks (CSD) . Tea
Milk
Bulk Cups Sticks Cones Bites
A UNIQUE RETAIL PROPOSITION PEOPLE AND PARTNERSHIPS

An expanding network of modern trade Both the Manufacturing and Retail segments
outlets which have redefined Sri Lanka’s have nurtured impactful, mutually-beneficial
supermarket experience, rapidly gaining partnerships across distribution channels and
market share and emerging as the supply chains, thereby contributing towards socio-
country’s leading supermarket brand. economic development across our value chain.

m Brand Value Our Employees Channel Partners
Sri Lanka’s most valuable
1 23 SpSHTEEH FEine] 1 ,[][]4 Manufacturing 1 23 Retail Outlets

Among Sri Lanka’s 10 most

. . valuable consumer brands*
Outlets islandwide ) o
*(Brand Finance 2020) , Retail Distributors
GROWTH SUPPLIERS
Private label F d
Compound Annual Growth in Revenue 2 44[] Suppliers 67 rlvag abe 8 875 armers an
y suppliers y out-growers
(2015-2020)

FINANCIAL STABILITY AND PERFORMANCE

Rs.54975Mn s, 16,783 Mn < 00
f. 68766 Mn  Rs.2338Mn  OF 808

/
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ORGANISATIONAL OVERVIEW

As a Group with extensive partnerships across its supply and distribution chains, CCS plays an important role in delivering socio-economic
benefits to its diverse stakeholders. Addressing its environmental impacts through a proactive and holistic strategy is also a key element of
the Group’s strategy and sustainability agenda, which is described in subsequent sections of this Report. The Group’s socio-economic and

environmental impacts are illustrated below:

ENviRONW

N
\
oy

Rs.2910Mn : 5336  : +6,600 Rs. 6,243 Mn : 39% ~ Rs. 61,129 Mn
Tax contribution © New recruits * Indirect livelihoods Payments to . Female . Payments to
supported employees representation suppliers

Ensure uninterrupted access Development of local

to essential items during the . suppliers and manufacturers RS' 32 Mn ; 74 376

lockdown period Investments Farmer training Graduates trained

,,,,,,,,,,,,,,,,,,,,,,,,,,,, L e o in community | programmes ' through JMSL Retail
b toumeie B 10w engagement Training Academy
ﬁ/‘ ) % ’ citon 5 B

wl¢

SOCIAL IMPACT

Rs. 59,091 Mn

Market capitalisation

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,

Rs. 2,338 Mn

Profit after tax

12" most valuable listed company on the Colombo Stock
Exchange accounting for 1.90% of total market capitalisation

Renewable energy generated through 150 kW and 995 kW
solar panels in Ranala and Seethawaka factories.

66

604,874 m? (-10%)

Retail outlets converted to
solar powered

138,422 m (-20%) | 4847210028 (+1%)

Effluents generated Carbon footprint

as of 31st March 2021. Water consumption:

DECENT WORKAND
ECONOMCGRONTH

o

8

AN 1 CUMATE 1 RESPONSIBLE
==

08
2©:

N
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The Group’s value creation model (depicted below) describes how we generate value to our stakeholders by leveraging the resources

and relationships we have to drive our strategic ambitions. In this value transformation process, the Group nurtures, preserves and makes
trade-offs in capital inputs, which in turn leads to stakeholder outcomes. The value creation model is central to everything we do, providing a
blueprint for how we utilise, transform and nurture our capitals.

RESOURCES AND RELATIONSHIPS
WE RELY ON

VALUE TRANSFORMATION PROCESS

‘ Driving our vision through a holistic strategy (page 34-35) ‘

Financial Capital

Financial resources are key in pursuing our
growth ambitions and is represented by
our shareholders’ funds, borrowings and
cash flows.

(Page 43-44 for more information)

m Manufactured Capital
§|E_®

The physical infrastructure which enables
us to manufacture and sell our products
including our manufacturing facilities and
retail outlets.

VISION

Our passion is to
deliver pleasure and
nutrition throughout people’s
lives, through exciting and
superior products, whenever
and wherever they choose
to eat and drink.

(Page 45-46 for more information)
77777777777777777777777777777777777777777 d‘)}
fﬁqﬁl@ Human Capital g

The CCS family of 6,698 employees brings
unique skills and competencies to the
business, driving innovation and facilitating
the customer experience.

(Page 47-51 for more information) @

@4@ Social & Relationship Capital

The mutually-beneficial relationships
we have nurtured with our customers,

suppliers, business partners, employees T

and other stakeholders. m‘{

(Page 54-59 for more information) . &@& > >
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, Manufacturing

(an)- i Source raw Manufacture Distribution Sales and
cﬁ’ Intellectual Capital . .
materials marketing

E"’Powered 1e2™

‘ Delivered through our business verticals, ‘

Recipe library and product formulations

as well as our capacity for innovation and ]
our brand, @ @g > % >
(Page 52-53 for more information) EE

o o

Retail . T
% ) Source goods Warehousing Distribution to Sales and
% & Natural Capital retail network marketing

Natural resources that are inputs to our
process includes energy, water and raw
materials.

(Page 60-62 for more information)

Operating landscape (page 38) -’— Changing consumer preferences -’—
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OUTPUTS
Beverages
CSD Fruit Drinks
Flavoured Milk Fruit Flavoured Tea

Plain (Standardised) Milk Water

Frozen Confectionery

Bulk Impulse

Keells retail outlets

123

‘ Impacts ‘
4,329 MT
a2

46,472 1002e

Carbon footprint

> OUTCOMES

v

SHAREHOLDER VALUE

The profits we generate create value to our shareholders (page 43-44 and 104-109)

fs. 24.60 : Rs.17.00 : Rs.176.38 : Rs.621.75 : Rs.2,338Mn

Earnings Dividend per Net asset value Market value Profit after tax
per share share per share per share

CUSTOMERS

Our innovative products are aimed at delighting customers and creating moments of pleasure
while the unique retail proposition offered by JMSL has redefined the customer experience in
the modern trade industry (page 54-59)

EMPLOYEES

Our employee value proposition during the year centered on ensuring employee safety in a
dynamic, challenging and rewarding work environment (page 47-51)

Rs. 6,243Mn : Rs.43Mn : 26 414 (oom)

Payments to Investment in Average Employee

19%

Employee
employees training training hours satisfaction satisfaction rate
per employee score-Retail -Manufacturing

SUPPLIERS AND BUSINESS PARTNERS

We develop and support the continued commercial sustainability of individuals and
businesses across our value chain (page 54-59)

Rs. 61,129Mn 14

Payments to suppliers Farmer training programmes

CONTRIBUTION TO LOCAL COMMUNITIES

We uplift communities through job creation, CSR engagement and minimisation of
environmental impacts (page 54-59)

Rs. 32Mn

Investment in CSR

GOVERNMENT

We contribute to Government revenue through timely payment of taxes, duties and other levies.

Rs. 2,910Mn

Tax payments

More sophisticated retail habits

-’— Government policy -’— Implications of climate change —
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Management Discussion and Analysis

STRATEGIC REVIEW

LISTENING TO OUR STAKEHOLDERS

Enterprise Governance

Financial Reports

The conditions that prevailed during the year necessitated a strengthening of the Group’s stakeholder engagement mechanisms ensuring
that we could proactively identify the issues facing them and respond appropriately through agility in strategy and effective deployment of
resources. Highlights of our stakeholder engagement for 2020/21 are presented below:

b
o
&
o
o
o
>
(7]
&

How we engaged

How we responded

= Implications of the pandemic on
financial performance, stability and
liquidity

= Avenues for sustainable growth

= Corporate reputation

= Risk management and corporate
governance practices

Job security given the prevalent
conditions

Physical health, safety and mental
well-being

Practicalities and infrastructure for
remote working

Ongoing opportunities for training and
development

Continued access to products

Availability and easy access of
e-commerce platforms

Value for money
Good customer service
Product quality

Continuously evolving portfolio to fulfill
emerging customer needs

= Open, timely and transparent
communication through Annual
General Meeting,

= Press releases, the annual and
quarterly results updates

Ongoing negotiations with trade
unions

Engagement through digital platforms
Employee satisfaction survey

Interactive dialogues between HR and
all departments to discuss prevalent
issues

Satisfaction surveys

Engagement through digital platforms
and social media channels

Engagement through the distributor
and retailer network

= Realigned strategy to effectively
address the challenges stemming
from COVID-19

= Enhanced risk management to
proactively identify and respond to
emerging developments and risk
factors

= Measures to build a liquidity buffer
through cost saving initiatives,
deferment of non-essential capital
expenditure and adapting new
ways of working

Ensured safety of all employees
through facilitating work from

home arrangements, bio-bubbles

in manufacturing locations and
implementation of stringent health and
safety protocols

Launch of ‘no one is safe till everyone
is safe’ initiative to nurture a culture of
safety

Training conducted through online
platforms

Considerable resources and relentless
focus on scaling up the Keells online
platform to offer uninterrupted access
to products during lockdown

Proactively listening to customer
concerns and responding through
modifications to the website and
delivery methods

Products made available to
consumers despite the restrictions
imposed on mobility during the
pandemic. The distribution gaps
were filled in areas where there was a
limited presence.

Link to
strategy

Sustainable growth Empowered team Fulfilling the customer promise
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Restrictions in movement and
trading

Liquidity pressure arising from
disruptions to operations

Stringent health and safety
guidelines

Continued opportunities for business
growth

Disruptions to supply
chains due to challenges
in transportation

Liquidity pressure arising
from scaled down
operations

Financial support and
capacity development

Implementation of health
and safety guidelines in
line with health authority
requirements

Timely payment of taxes
Employment opportunities
Ethical business practices

Contribution towards the
community development
and environmental
preservation

Health and safety
protocols within the plants
to ensure minimal risk of
infections in communities

Community development
and job creation

Minimising the
environmental impacts of
operations

Distributor Management System
(SURGE)

Face to face engagement

Capacity building programmes

One-to-one engagement

Capacity development
programmes

Supplier audits

One-to-one engagement

Engagement through
industry forums, press
releases and associations

Strategic CSR projects and
community development
programmes

Hotline and grievance
handling mechanisms

Numerous measures to support
distributors through the crisis
including, liquidity injection,
extending credit facilities and
deploying of freezers/coolers

Proactively engaged with
suppliers in securing
volumes

Adopted flexible payment
terms in supporting
suppliers during the crisis

Focus on developing
local suppliers given the
restrictions on imports

Ongoing investment
in farmer training and
capacity development
programmes

Fully complied with all
relevant health guidelines
and regulations while
ensuring continued

value creation for the
Government through
timely payment of taxes,
duties and levies

Distribution of essential
items to 500 households
during the lockdown
period

Livelihood development
through the ‘Prajashakthi’
initiative

Value chain development

Value chain development

Sustainable and responsible
organisation

Sustainable and responsible
organisation

Ceylon Cold Stores PLC | Annual Report 2020/21
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STRATEGIC REVIEW

ADAPTING TO MARKET DYNAMICS

The Group’s operating landscape shifted significantly during the year, reflecting unprecedented changes in consumer preferences and
behaviour, operational disruptions and an array of other socio-economic factors. The table below gives a high-level overview of these factors
and how the Group adapted to these dynamics through strategic agility and a responsive business model.

Market trend and implications of Implications on the Group How we respond

COVID-19

Strategic relevance and
delivery

Evolving retail needs

The year under review saw unprecedented
shifts in the retail industry, with social
distancing requirements and the lockdown
resulting in a significant impact to the modern
trade channel. Demand shifted almost entirely
to online platforms, resulting in a surge in
volumes for e-commerce channels and
delivery services. On the other hand, the
inevitable economic toll of the pandemic led
to a fall in disposable income as consumers
focused more on affordability and value-for-
money offerings.

Opportunities

= Leverage the first mover
advantage in online retailing,
with the existing e-commerce
platform

= Streamlined the online retail
model and invested towards
scaling up the platform

Risks

= Challenges in catering to
the surge in demand for
online services and resultant
implications on reputation
and brand

At the initial onset, JMSL faced
considerable challenges in
catering to the surge in demand
for its online platform. However,
these constraints were addressed
through persistently listening to
and responding to our customers,
enhancing the IT infrastructure

to cater to increased volumes,
introduction of a virtual queuing
and quota system and migrating
the platform from a server to

the cloud. We also made a
commitment to ensure that our
private label products retailed in
our outlets were 10% cheaper
than alternative brands, thereby
catering to the increased price
consciousness of customers.

13-fold increase in online
orders

34% increase in average bill
value

Strategic pillars:
Sustainable growth, fulfilling the
customer promise

Consumer preferences

The pandemic led to considerable shifts in
consumer preferences including the following:

= Increased willingness to replicate out-
of-home experiences at home through
preference for premium products

= Drop in demand for beverages, which are
typically consumed during out-of-home
dining

= Enhanced interest in health and well-being
including immunity boosting offerings

= Increased price sensitivity due to low
disposable income

According to the IFIC’s 2020 Food and Health
Survey,

Changed their food habits after the h

pandemic

Prefer to cook at home

Increased snacking

Avoid certain food/beverages
due to safety issues

Opportunities

= Cater to evolving
preferences through
enhancing the healthy food
and beverage proposition,
both in the Manufacturing
and Retail segments

Risk
= Gradual reduction in

demand for the carbonated
beverage range

= Risk of expiry due to
disruptions in the distribution
network

We strengthened the premium
proposition of Frozen
Confectionery by enhancing

the IMORICH impulse range
through the addition of 2 products
and Beverages by launching
Cream Soda Apple Pop. We

also leveraged on our portfolio

of healthier beverages including
milk and fruit drinks to capitalise
on the shift towards better-for-you
alternatives.

48% volume growth in the
premium ice cream range

13% increase in “in-home”
consumption packs of
ice cream

Strategic pillars:
Fulfilling the customer promise

Government Policy

Government-imposed restrictions on selected
imports which had a direct impact on our
production causing difficulties in access to
certain raw materials, packaging materials
and retail products. Other implications include
product labelling guidelines, regulations on
product safety, changes in monetary and
fiscal policies, among others.

Opportunities

= Building reliance on local
procurement through
the development of local
suppliers

Risks

= Interruptions to production
due to difficulties in
accessing raw materials

= Stock-out situations in retail
outlets

= Escalation in cost of raw
materials

Following a BCP analysis on the
issue of import restrictions, the
Group carried out a thorough
study on all its inputs, categorising
them into buckets based on the
seriousness of the difficulty in
accessibility and developing
action plans accordingly.

In Retail, we worked proactively
with local manufacturers/suppliers
in sharing market insights,
encouraging new product
development to fulfil the vacuums
created by import restrictions.

47 product lines added to
the Keells private label range

9 new suppliers added to the
private label range

Rs.1.6 million invested in
supplier development

Strategic pillars:
Value chain development
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Market trend and implications of
CovID-19

Competition

During the year, the competitive pressures
intensified in both the Manufacturing and
Retail sectors. In the Manufacturing sector,
existing players expanded capacity by
launching new products, investing in
freezers / coolers, spending extensively

on advertising and promotion and offering
discount schemes. The Retail sector has
seen intensifying pressure from new domestic
and international entrants who have sought
to leverage on their international insights to
offer differentiated product propositions and
customer experiences.

Opportunities

= JMSL benefits from the
advantage of scale, given its
network of 123 outlets

= Leverage on strong local
supply chains and the Keells
brand

Risks

= Possible erosion of
market share arising from
competitive pressure

In both Manufacturing and Retail,
we are committed to consistently
enhance our customer value
proposition to innovation,

product quality, customer service
excellence, increased availability
of our products. These factors
have placed us in a strong position
to withstand emerging competitive
threats.

Strategic relevance and
delivery

Maintained market share in
Frozen Confectionery, while
Beverages saw a slight
decline.

KEELLS: Among the
Country’s top 10 brands
and Sri Lanka’s leading

Supermarket brand*

*(Brand Finance/2020)
Strategic pillars:

Sustainable growth, fulfilling the
customer promise

Customer sophistication

Changing lifestyles, urbanisation and
increased customer sophistication has led
to increase in the need for convenience and
accessibility. Perception of convenience
ranges from saving time to meeting all
customer needs at one location, while
delivering a positive experience. Customer
experience and service excellence have also
emerged as key differentiators, as retailers
are striving to differentiate themselves in an
intensely competitive marketplace.

Opportunities

= Offer an unique retail
experience across network

= Customised retail offerings
by leveraging on capabilities
in data analytics

= Drive product innovation
supported by strong R&D
capabilities in manufacturing

Risks

= Erosion in market share
given increasing competition

In Manufacturing, we consistently
monitor emerging customer
preferences and strive to fulfil
these demand trends through
innovative and relevant products.
Our retail proposition centres on
enhancing customer experience
through store layout, customer
service and product quality.

Store equity index increased
to 4.1(2019/20: 3.5)

New products/variants
launched

Frozen Confectionery: 10
Beverages: 1
Strategic pillars:

Sustainable growth, fulfilling the
customer promise

Climate change implications and
environmental considerations

The intensifying implications of climate
change are being felt across the world,
impacting industries, supply chains,
organisations and communities. The
Group is exposed to the risks of climate
change through the following:

= Disruptions to agricultural supply
chains could impact sourcing of
raw materials in our Manufacturing
operations as well as agricultural
produce in our Retail operations

= Water stress and its impact on our
Manufacturing operations

= Changing consumer trends including
rise of the ethical consumer,
veganism, rising popularity of plant-

based diets and concern over plastic

waste

= Erratic weather conditions including
heavy rains and floods have a direct
impact on consumer demand and
distribution of products

Opportunities

= Opportunity in building
resilience of operations and
communities along supply
chains

= Increase appeal among
millennials and Generation
Z consumers who prefer to
buy from more sustainable
organisations

Risks

= Disruptions to supply chains

= Impact on demand due to
natural disasters and erratic
weather conditions

The Group’s sustainability agenda
is aligned to the social and
environmental aspirations of its
Parent entity and focuses on the
following:

Generation of clean energy
through solar power generation
at retail outlets and the
manufacturing plants

Ongoing efforts to increase
energy efficiency including

the use of LED lighting and
inverter air conditioning

Drive reductions in polythene
usage across supermarkets
Propagate agricultural best
practices and sustainable
production methods across
supply chains

Partnering with the
“Plasticycle” initiative to reduce
plastic pollution

Initiated ‘Trash to Cash’ project
with the objective combating
plastic polution

Targeted initiatives in the Retall
sector to reduce single use
plastic

57% reduction in polythene
usage in supermarkets

54% of total outlets
converted to solar power

Increase in carbon footprint
contained to 1%

Introduced solar power
systems in Ranala and
Seethawaka plants

Strategic pillars:
Responsible and sustainable
organisation
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) VEAR AT A GLANCE

April - 2020

‘Dessert chef’ - a virtual chatbot on
Facebook was launched by Elephant
House ice creams to increase consumer
engagement through digital platforms
during the lockdown period.

CCS formed partnerships with PickMe and
Uber Eats to distribute beverages and ice
cream during the lockdown period.

Keellssuper.com online e-commerce
platform of JMSL managed to cater an
average of 95,000 orders a month during
the lockdown period.

May - 2020

Keells brand was recognised as the
‘Most Valuable Supermarket Brand’ for
the second consecutive year and entered
the Top 10 Most Valuable Brands list
published by Brand Finance, 2020.

CCS successfully conducted the first-ever
virtual employee engagement event,
‘Virtual Poson Bhathi Gee’ with the
participation of staff members.

July - 2020 | =

JMSL launched a campaign to
communicate its commitment to ensure
that private label products are priced 10%
lower than comparable regular brands.

JMSL launched its revamped website
(www.keellssuper.com)

JMSL became the first retailer to receive
the SLS - COVID-19 Safety Management
Certification for selected stores.

JMSL launched a ‘Thank You Campaign’
thanking all staff who worked tirelessly
over the lockdown period.

JMSL opened 3 new outlets in
Thalawathugoda, Mawanella and Kandy.

August - 2020

JMSL was shortlisted for the ‘Retail
Transformation and Re-invention” award at
the World Retail Awards.

JMSL opened 2 new outlets in Negombo
and Avissawella.

Enterprise Governance Financial Reports

September - 2020 | ;)

Partnering with Warner Brothers, Elephant
House ice cream launched its 3rd kids
range product; ‘Batman Choco Knight'.

JMSL opened a new outlet in
Sinharamulla.

October - 2020 | =
CCS conducted an online talent show to
showcase the talents of its staff members
and increase engagement.

Elephant House ice cream launched 2
new products in the value added cups
range;

= Choco Nut Vanilla

= Strawberry and Vanilla

Vendor collaboration portal project
“KANE” completed and launched by
JMSL.

JMSL opened a new outlet in Karapitiya.

November - 2020

Elephant House Beverages launched

the ‘Cream Soda Pop Studio’, a digital
platform designed to showcase emerging,
young musical talents in Sri Lanka.

Elephant House ice cream launched the
Wonder Bar Multi Pack to encourage
in-house consumption of the impulse ice
cream range.

JMSL launched the ‘Order Management
System’ to strengthen its’ Supply Chain
operation.

December - 2020

Elephant House Beverages launched the
‘Naththal Beema’ marketing campaign for
the Christmas season.

CCS conducted ‘Virtual Christmas Carols’
and this was broadcasted through the
Microsoft Teams platform.

IMORICH ice cream range was extended
by adding 3 new variants.

= Blueberry Cheesecake Cone

= Chocolate Almond Crunch Cone
= 1Ltr Salted Caramel

January - 2021 | G

Elephant House Beverages launched the
‘1 Ltr Twistee’, in the fruit drinks range.

JMSL was awarded a Bronze award at
SLIM Digis for the Best Integrated
Marketing Campaign and a Silver award
at the SLIM Brand Excellence awards.

JMSL opened 2 new outlets in
Ambalangoda and Hokandara.

February - 2021 | L

Elephant House Beverages launched,
‘Cream Soda Apple Pop’.

JMSL Sigiriya Collection Centre was
relocated to Dambulla.

CCS won the Gold award in the
‘Confectionery & Beverage Medium scale
category’ at the NCE Export Awards.

CCS won the award for Best Performing
Exporter in Emerging Markets at the NCE
Export Awards.

JMSL closed its Kotikawatte outlet.

March - 2021 | H

Elephant House Cream Soda won the
coveted SLIM ‘People’s Choice Beverage
Brand of the Year’ award for the 15th
consecutive year.

Elephant House partnered with ‘Chakra
Suthra’ for ‘Trash to Cash’ with the
objective of combating plastic pollution.

Elephant House joined with ‘Zerotrash’
to promote recycling and eco-friendly
practices around the country by investing
in a collection centre for plastic recycling.

Elephant House ice cream launched its
4th Warner Brothers kids range product;
‘Flash Cotton Candy’.

Keells was ranked 10th in the Most Visible
Brands in Sri Lanka on the internet by the
Asia Pacific Institute of Marketing.

JMSL opened 6 new outlets in
Mathugama, Vidyala Junction,
Mawaramandiya, Battaramulla, Wadduwa
and Kirillawalla.
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} AWARDS AND CERTIFICATIONS

SLS COVID-19 Safety Management
System Certification

SLIM Digis and SLIM Brand
Excellence Awards

SLIM People’s Choice Beverage Brand
of the Year

JMSL became the first retailer to receive
the ‘SLS COVID-19 Safety Management
Certification’ for selected stores.

JMSL was awarded a Bronze award

at SLIM Digis for the ‘Best Integrated
Marketing Campaign’ and a Silver award at
the SLIM Brand Excellence awards.

EH Cream Soda won the coveted SLIM
‘People’s Choice Beverage Brand of the
Year’ award for the 15th consecutive time

World Retail Awards

JMSL was shortlisted for the ‘Retalil
Transformation and Re-invention” award at
the World Retail Awards.

NCE Export Awards

Most Visible Brands in Sri Lanka

CCS won the Gold award in the
‘Confectionery & Beverage Medium scale
category’ at the NCE Export Awards.

CCS won the award for ‘Best Performing
Exporter in Emerging Markets’ at the NCE
Export Awards.

Keells was ranked 10th in the Most Visible
Brands in Sri Lanka on the internet by Asia
Pacific Institute of Marketing.

Certifications

Quality Awards/Certifications
for Food and Beverage

Certifications for ISO
9001:2015 based Quality
Management System in the
ice cream and soft drink
plants

Certificate for ISO 9001:
2015 based Quality
Management System

SLS 221: 2010 - FITO
branded flavoured fruit drinks

Certifications for ISO
22000:2005 based Food
Safety Management System
in ice cream and soft drink
plants

ISO 22000: 2005 based
Food Safety Management
System (Stage | completed)

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 manufactured at
External locations

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
Elephant House ice cream

Occupational Health and
Safety Management System

ISO 45001: 2018 certificate

Environmental Management
System

ISO 14001: 2015 certificate

COVID-19 Safety
Management System

SLS 1672: 2020 certificate

SLS 1672: 2020 certificate

SLS 1672 : 2020 certificate

Good Manufacturing
Practices

SLS 143: 1999 - Code of
practice for general principals
of food hygiene (second
revision)

SLS 956: 2916 — Code of
hygienic practice for catering
establishments

SLS 965: 1992 — Code of
hygienic practice for biscuit
manufacturing and bakery
units
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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 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 a Fellow 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
Executive Director

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

Mr. Gamlath is the President of the
Consumer Foods industry group and has
been with the John Keells Group since 2002.
He was the Sector Financial Controller for
the Information Technology sector and then
the Consumer Foods sector before he was
appointed as the Head of Beverages in 2013
and the Sector Head in 2017. Prior to joining
the John Keells Group, he worked at the
Hayleys Group. Daminda holds a B.Sc. in
Engineering from the University of Moratuwa,
an MBA from the University of Colombo and
is a passed finalist of the Chartered Institute
of Management Accountants (UK).

Charitha Subasinghe
Non-Independent - Non-Executive
Director

Mr. Subasinghe was appointed to the Board
of Ceylon Cold Stores PLC on 1st January
2021.

Mr. Subasinghe is the President of the

Retail industry group. He has been with

the John Keells Group since 2003. He was
the Sector Financial Controller of the Retail
industry group, before being appointed

as the Chief Executive Officer in 2005.

He was also employed at Aitken Spence
Hotel Management as the Sector Financial
Controller before moving over 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). He also holds an
MBA from the University of Colombo.
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Nelindra Fernando
Executive Director

Ms. Fernando was appointed to the Board
of Ceylon Cold Stores PLC, on 1st January
2021.

Ms. Fernando is the Chief Financial Officer
for the Consumer Foods industry group. Ms.
Fernando has been with the John Keells
Group since 2013. Prior to joining the JKH
Group, she worked at the MAS group for

12 years and Ernst & Young, Chartered
Accountants for 4 years. She is a member
of the Chartered Institute of Management
Accountants of (UK) and the Institute of
Chartered Accountants of Sri Lanka.

Dr. Shanthi Wilson Wijeratham
Independent - Non-Executive Director

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

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, specialising

in plant pathology and post-harvest
technology. She 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 the UN-
IAEA supported food irradiation programmes
and visiting scholar at Cornell University,
RIKILT in the Netherlands, the University of
Hawaii, the University of Cambridge, and
the University of Guelph. She has served on
the Board of the Atomic Energy Agency and
was the Chairman of the Institute of Post-
Harvest Technology. She continues to serve
on the Editorial Board of the Journal of the
National Science Foundation. In 2017 she
was appointed to the International Advisory
Board of the USAID funded “Feed the
Future — Horticulture Innovation Lab”, at the
University of California, Davis.



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. He was
the Chairman of the Sri Lanka Handicrafts
Board - Laksala - till October 2019 and
previously served as CEO and Director at
Atlas Axillia (Pvt) Ltd. He is currently a Non-
Executive Director at Gestetner of Ceylon
PLC. He had a 28-year career at Nestle,
holding senior positions across Sri Lanka,
India, Pakistan and Indonesia. Mr. Hamza
was a key player in transforming Nestle’s
footprint in Sri Lanka and was instrumental in
building local flagship brands like Nestomalt
and Milo. He holds a B.Com degree from
the University of Peradeniya, an MBA from
the American University in Washington D.C.
and a Post Graduate degree in General
Management from IMD, Switzerland.

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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Ceylon Cold Stores PLC

(In alphabetical order)

Daminda Gamlath
President / Director

Daminda is the President of the Consumer
Food Industry group. Daminda has been
with the John Keells Group since 2002. He
was the Sector Financial Controller for the
Information Technology Sector and then
the Consumer Food Sector before he was
appointed as the Head of Beverages in
2013 and the Sector Head in 2017. Prior to
joining the John Keells Group, he worked
at the 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 (UK).

Dilshani Edirisinghe
Assistant Vice President

Dilshani is the Head of Marketing in the
Beverages category of Ceylon Cold Stores
PLC and joined the Company in 2019. She
has over 20 years’ experience in sales and
marketing functions in diverse industry
sectors. Prior to joining the John Keells
Group she was attached to AkzoNobel
Paints Lanka (Pvt) Ltd for nine years
covering marketing & category management
functions. Dilshani holds a diploma in
Marketing from the Chartered Institute of
Marketing (UK).

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 18 years
of experience in the FMCG sector having
previously worked for Coca Cola Beverages
Sri Lanka Ltd., Premium Exports Ceylon
Ltd., Industrial Stainless-Steel Fabrication
(Pvt) Ltd. holding key roles in engineering,
production and project management.
Duminda holds an Engineering Diploma NDT
(Electrical Engineering) from the University
of Moratuwa, Master of Manufacturing
Management (MMM) and an MBA from the
University of Colombo.

Jehani Kanagaraj
Assistant Vice President

Jehani is the Financial Controller of

Ceylon Cold Stores PLC. She joined the
John Keells Group in 2003 and was the
Finance Manager of Keells Food Products
PLC. Jehani is an Associate Member of

the Chartered Institute of Management
Accountants (UK) and the Chartered Global
Management Accountants (CGMA).

Jude Martino
Vice President

Jude is the Head of Beverages category
of Ceylon Cold Stores PLC. He joined

the John Keells Group in 2020. Jude has
over 15 years of experience in the FMCG
industry. Prior to joining JKH, Jude has
worked at Dialog Axiata, Unilever Sri Lanka,
Reckitt Benckiser Bangladesh and Reckitt
Benckiser Sri Lanka. He holds a bachelor’s
degree in Marketing & Management from
Edith Cowan University, Australia and a
Diploma in Industrial Psychology.

Kasun Gunarathne
Assistant Vice President

Kasun is the Head of Marketing in the
Frozen Confectionery category of Ceylon
Cold Stores PLC, He has over 11 years of
experience in brand marketing and sales
working in multiple industries. Prior to joining
JKH Kasun has worked at Mobitel (Pvt)

Ltd and Prima Group Sri Lanka. He holds
master’s degree in Business Administration
from University of Wales, Cardiff, UK and
post graduate diploma in Marketing from
Chartered Institute of Marketing (UK).

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
30 years of experience in sales function in
both Beverages and Frozen Confectionery
categories.

Nelindra Fernando
Executive Vice President / Director

Nelindra is the Chief Financial Officer for the
Consumer Foods industry group. She has

been with the John Keells Group since 2013.

Prior to joining the JKH Group, she worked
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at the MAS group for 12 years and Ernst &
Young, Chartered Accountants for 4 years.
She is a member of the Chartered Institute
of Management Accountants of (UK) and
the Institute of Chartered Accountants of
Sri Lanka. She was appointed as a member
of the John Keells Groups Operating
Committee (GOC) in 2018.

Nimali Liyanage
Assistant Vice President

Nimali is the Head of Tax of the Consumer
Food and Retail Industry Groups. 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 industry, having previously worked
for Fonterra Brands Lanka (Pvt) Ltd 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 B.Sc. (Agri.) special degree from
the University of Peradeniya, M.Sc. (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 is the Chairman of
the Food & Beverage Steering Committee
of Ceylon Chamber of Commerce. He also
serves 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. He
joined the John Keells Group in 2010, and
has over 25 years’ experience in the FMCG
industry. Prior to that, he worked at Uniliver
Sri Lanka for 14 years in different areas

in the Supply Chain. He is an Associate
Member of the Institute of Engineers, Sri
Lanka and holds a B.Sc. 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 John Keells Group,
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 the Cardiff
Metropolitan University (UK) and a Diploma
in Marketing from the Chartered Institute of
Marketing (UK).

Shanil Perera
Assistant Vice President

Shanil is the Head of Sales for the
Beverages category of Ceylon Cold Stores
PLC and joined the John Keells Group in
2016 as the Head of Sales of Keells Food
Products PLC. Shanil has over 15 years of
experience in FMCG industry, he started his
career at Ceylon Tobacco Company PLC
and thereafter worked for Nestle, Heineken
Lanka and Mars Chocolate India Ltd.

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 and has over 10 years of experience
in management accounting and financial
planning in FMCG industry. Thilina holds
a B.Sc Accounting Special Degree

(First Class) from the University of Sri
Jayewardenepura, is a passed finalist of
the Chartered Institute of Management
Accountants (UK) and a Finalist of

the Association of Chartered Certified
Accountants (UK).

Udaya Padmakumara
Assistant Vice President

Udaya is the Head of Research &
Development of Ceylon Cold Stores PLC
and joined the John Keells Group in 2014.
Prior to join JKH, he worked at Lion Brewery
Ceylon PLC and Varun Beverages Lanka
(Pvt) Ltd, and he has more than 19 years

of experience in different areas of FMCG
industry. Udaya holds a B.Sc. Degree in
Microbiology from the University of Kelaniya
and M.Sc. in Food Science & Technology
from the University of Sri Jayewardenepura.

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 member of the Institute

of Engineers Sri Lanka and holds a B.Sc.
(Eng.) degree from University of Moratuwa
and has a MBA in Management of
Technology from University of Moratuwa.

Ceylon Cold Stores PLC | Annual Report 2020/21

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 a
Chartered Financial Analyst, 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 Group. 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).

Charitha Subasinghe
President / Director

Charitha is the President of the Retalil
industry group and has been with the John
Keells Group since 2003. He was the Sector
Financial Controller of the Retail industry
group, before being appointed as the Chief
Executive Officer in 2005. He was employed
at Aitken Spence Hotel Management as the
Sector Financial Controller before moving

to John Keells Group. 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.
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Fazil Buharie
Assistant Vice President

Fazil is the Financial Controller of Jaykay
Marketing Services (Pvt) Ltd and joined the
John Keells Group in 2014. He is a Fellow
Member of the Association of Chartered
Certified Accountants (UK), an Associate
Member of the Institute of Chartered
Accountants of Sri Lanka and holds a B.Sc.
Accounting (Sp.) degree from the University
of Sri Jayewardenepura.

Hiran Nugawela
Assistant Vice President

Hiran is the Head of Learning and
Development for the Retail industry group
and he joined the John Keells Group in
2010. He started his career in sales and
marketing in produce brokering before
moving to Group Human Resources to
join the Group Learning and Development
function and he took over the Keells Retail
Academy in 2017. He is a City and Guilds
Level 2 certified trainer and holds a Bachelor
of Science in Business Management from
the University College of Dublin.

Isuru Polgasdeniya
Assistant Vice President

Isuru is the Head of Supply chain of Jaykay
Marketing Services (Pvt) Ltd and joined the
John Keells Group in 2012. He was attached
to the category management department
prior to being appointed as Head of Supply
chain in 2020. He holds a Bachelor of
Business degree in Management and
Marketing (double major) from Edith Cowan
University, Australia and an MBA from the
Cardiff Metropolitan University (UK).

Janith Gunasiri
Vice President

Janith is the Head of Commercial of Jaykay
Marketing Services (Pvt) Ltd and has been
with the John Keells Group since 2010. He
was the Head of Supply Chain at Jaykay
Marketing Services (Pvt) Ltd before being
appointed as the Head of Commercial.

Enterprise Governance Financial Reports

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
John Keells 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.

Mifrah Ismail
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.

Nilusha Fernando
Assistant Vice President

Nilusha is the Head of Marketing of Jaykay
Marketing Services (Pvt) Ltd and joined

the John Keells Group in 2009. She is a
passed finalist of the Chartered Institute

of Management Accountants (UK), holds

a BBA Finance (Sp.) degree from the
University of Colombo (Sri Lanka) and an
MBA from the Cardiff Metropolitan University
(UK).

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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Osanda Warnakulasooriya
Assistant Vice President

Osanda is the Head of IT for Retail
industry group of John Keells Group where
he overlooks the IT function of Jaykay
Marketing Services (Pvt) Ltd (JMSL) and
John Keells Office Automation (JKOA).
He started his career at JKH in 2013 and
after leaving the Group, rejoined in 2017.
He holds an Honors Degree of Bachelor
of Science in Management Information
Systems from “University College Dublin /
National University of Ireland.

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 B.Eng in Aerospace
Engineering from the University of Sheffield
(UK).
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Strategy and Resource Allocation

Measuring Progress
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MATERIAL MATTERS

We assess our material risks annually, thereby ensuring that we fully understand the opportunities and risks stemming from the external
environment and formulate plans to manage these dynamics. We define material issues as those factors that are most relevant to our
stakeholders and strategy and which could have the most significant impacts on the economy, society and environment. Material topics are
determined based on ongoing dialogue with our stakeholders, critical assessment of our value creation model as well as emerging risks and
opportunities in the operating landscape.

The materiality landscape shifted significantly during the year, given unprecedented shifts in the operating environment. Accordingly, new
factors were added to the matrix while certain factors increased in importance and/or impact. The Group’s material topics for 2020/21 are
given below and we have also clearly demonstrated how these topics correspond to the topics recommended by the GRI standards on
sustainability reporting.

N
Employee health and Managing financial
safety performance and
stability

Customer health and

Innovation to {

promote health,
nutrition and { Market reach

lifestyle changes {

safety ‘ Compliance and good
J governance

Digitisation and
e-commerce platforms

Value for money with
quality products

footprint network

Provide best in class
customer service in retail

{ Procurement practices

{ Reduce carbon ‘ { Market leadership J { Efficient distributor ‘
{ Operational excellence ‘

Product labelling and

’ Remuneration and market communication

g benefits compliance

Q.

E

ﬁ Devgloping_livelihoods _ Talent

% through improving community attraction and
f“‘l infrastructure retention
n

A4

Organisational Impact
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Material Aspect Materiality Compared Corresponding GRI Topic and
to Last Year Sustainable Development Goal

Managing financial performance and stability Economic performance: 201-1,201-3

Sharp drop in volumes across business verticals compelled ¢
the Group to preserve liquidity and manage costs in ensuring
continued stakeholder value creation.

Employee health and safety Occupational health and safety:

Critical emphasis on ensuring safety of employees and minimising ¢ 403-2,403-4
risk of cross infection

Operational excellence New topic

Increased focus on driving manufacturing and process efficiencies
in adapting to the new realities of the post-pandemic world.

Customer health and safety Customer health and safety: 416-1,416-2
Critical need of ensuring a safe environment for customers who ¢

are visiting our retail outlets

Digitisation and e-commerce platforms New topic Stakeholder engagement: 102-42, 102-43

The surge in demand for online platforms necessitated strategic
emphasis on enhancing our digital infrastructure and capabilities.

Market leadership - Stakeholder engagement: 102-43
Market reach - Organisational profile: 102-6
Remuneration and benefits - Economic performance: 201-1
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

8 Eouctiom
af
Providing value for money with quality products - Customer Health and Safety: 416-1
Product labelling and market communication compliance - Marketing and Labelling:
417-1,417-2,417-3
Provide best in class customer service in retail - Customer Health and Safety: 416-1
Innovation to promote health, nutrition and lifestyle changes - s
s
Efficient distributor network = Stakeholder Engagement: 102-42
Procurement practices Procurement practices: 204-1

ensuring guaranteed supply of raw materials given the import TS

Strategic emphasis on widening the local supplier base and ¢ =
restrictions and disruptions to supply chains.

Developing livelihoods through improving community - Local communities: 413-1

infrastructure Indirect economic impacts: 203-1,203-2

Compliance and good governance - Compliance: 307-1

Socio economic compliance:419-1

Reduce carbon footprint - Emissions: 305-1,305-2,305-3,305-4,
305-5,305-6,305-7

13 S 12 Sochenn

L& 4 Neol
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

Ceylon Cold Stores PLC | Annual Report 2020/21 31



About Us [VEREGEERIABEIES QMG EIEE Enterprise Governance

EMBEDDING SUSTAINABILITY

Financial Reports

Social and environmental sustainability issues are gaining increased prominence in the global dialogue and consumer decision making,

and we are acutely aware of the need to look beyond financial returns in addressing broader challenges facing today’s society. As an
organisation with an extensive supply chain and a considerable local manufacturing footprint, we believe we can contribute towards social and
environmental sustainability through focusing on the priorities set out below:

Broader contextual issues

Widening income inequalities
Intensifying implications of climate
change

Increased landfill waste stemming
from polythene and plastic usage

Sedentary lifestyles and increasing
prevalence of non-communicable
diseases

Employees

Distribution network

SUSTAINABILITY PRIORITIES

e
~

&

N

Group’s focus areas

Better products and healthier
alternatives

Reduce consumption of single-use
polythene

Skill development

Shared value for

Customers

Business partners

reml  Offering healthier alternatives

—"/\ﬁ' We are committed to continuously pursuing ways to improve the nutritional content of our products, reflecting customers’ increased
propensity towards health and well-being. Accordingly, we have made gradual progress in reducing the sugar content and calorie
count of our carbonated beverages portfolio, while continuing to invest in expanding our non-carbonated range as well as fresh
and organic offerings at the retail outlets.

99%

Of the CSD portfolio fall in to

45%

the amber or green category in
the traffic light coding system

Substitution of calorific sugar
with natural sweetner in the
CSD product portfolio

fresh fish

+40 Retail outlets

Availability of export quality

]

Products launched in the

non-carbonated beverage
range over the past 3 years

=)

Reduction of single-use polythene

(@@) As we expand our retail network, we are cognisant of the increased use of polythene across our outlets and are driving concerted
efforts to encourage alternative packaging and re-use.

a7%

Reduction in
polythene usage

39%

Reduction in single-use
polythene bags

163

4 year

No. of plastic collection
bins deployed over last

12,609 kg

of plastic waste collected
and recycled
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10 2 Inclusive sourcing

=) As we scale up our operations, we have sought to widen our supplier base and build deeper relationships with existing suppliers.
This drive gained further prominence in 2020/21 as we sought to further expand our local supplier base. Suppliers are supported
through training, capacity building programmes, audits and sharing market insights

2,338 14 a9

New suppliers / farmers . Training programmes Supplier audits

Private label suppliers

added in the last 3 years © conducted for farmers added
1 e Climate action
@ Our efforts are directed towards increasing the energy efficiency of our operations and offsetting the carbon footprint

generated by our operations through renewable energy generation

Introduced solar
power systems in
the Ranala and
Seethawaka plants

66

Retail outlets converted
to be solar powered

100% 3%

LED lighting in Carbon intensity
retail outlets improvement in retail

12,609 Kg

of plastic waste
collected and recycled

4 oo Skill and livelihood development
ml ﬁi We offer an 18-month, NAITA and NVQ accredited course to our employees at retail outlets, supporting skill development
and lifelong learning. For most of these young trainees, this serves as an effective stepping-stone in employment
progression. During the year, the Manufacturing sector launched the ‘Prajashakthi’ initiative, with the objective of
developing livelihoods and empowering communities in and around our operating locations.

376

Students graduated from
JMSL Training Academy

82% 26 18

Students outside the Families supported through Women empowered though an
Western Province training on pottery making . Initiative to make paper bags

'
1
'
1
1
1
1
1
'
i
'
L
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} STRATEGY AND RESOURGE ALLOCATION

The Group’s resource allocation and activities are guided by five overarching strategies as illustrated below. Although 2020/21 was marked
with unprecedented challenges, focus on these priorities enabled the Group to adapt to emerging dynamics and prioritise the most critical
issues that required management focus. The progress we made in each of these strategic pillars are listed below and discussed in detail in
subsequent sections of this Report.

VISION

Qur passion is to
deliver pleasure and
nutrition throughout people’s
lives, through exciting and
superior products, whenever
and wherever they choose
to eat and drink.

o

E'"Powe red 1€

PILLAR 1: SUSTAINABLE GROWTH

Manufacturing

Demand conditions in the Beverages category recorded a downturn during the year,
as out-of-home consumption declined sharply due to the outbreak of the pandemic.
However, demand conditions improved gradually, with volumes recovering by the 4th
quarter. Demand for Frozen Confectionery was more resilient, and the Group continued
to invest in market activations, customer engagements and promotions. Strategic focus
was also placed on driving operating efficiencies and productivity improvements in the
manufacturing facilities.

Retail

As customer orders increased through the online platform, resources were directed
towards enhancing system stability technological capabilities, which resulted in an
upgraded website capable of handling over 15,000 daily orders. Despite the conditions
the retail arm continued its geographical expansion adding 15 new outlets during the
year, thereby bringing the total network to 123 outlets. We continued to invest in data
analytics to support better predictability of customer behaviour and data-driven decision
making.

KPIs Implications of COVID-19

Volume / revenue growth Sharp downturn of volumes in HoReCa
and hotel channels impacted Beverage

Market share performance

Increased in home consumption of
Frozen Confectionery leading to better
performance in the bulk segment

Overall equipment efficiency ratio (%)

Profit growth
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PILLAR 2: FULFILLING THE
CUSTOMER PROMISE

Manufacturing

Despite the market conditions that
prevailed, we continued to widen our
Frozen Confectionery portfolio, adding
10 new products/variants during the
year, of which 7 were in the impulse
category. Following the gradual
improvement in demand for beverages
towards the latter part of the year, the
category launched Cream Soda Apple
Pop, for which the initial response has
been very encouraging.

Retail

Strategic emphasis on understanding
and responding to customer needs
through frequent upgrades to the

online platform and addressing key
pain points of value for money, safety,
availability and freshness. We therefore
strengthened communication with
customers through social media and
other digital platforms. Given customers’
increased price consciousness, we
also committed to price, private label
products 10% lower than comparable
branded products, while adding 47 new
products to private label brand line. The
Retail segment also used advanced
data analytics to effectively select and
drive targeted promotions.

KPIs
New product development
Customer satisfaction (%)
Brand value

Store equity index

Implications of COVID-19

Increased price consciousness of
customers

Surge in demand for online retail
services and the need to enhance
customer engagement to identify and
fulfill their needs




PILLAR 3: EMPOWERED TEAM

Both Manufacturing and Retail segments placed strategic focus on ensuring the
safety of the workforce through implementing stringent health and safety protocols
and facilitating work-from-home arrangements for office employees. Emphasis was
also placed on strengthening engagement through digital platforms to maintain
employee morale and mental well-being in new normal work conditions. And also,
training and development activities were carried out through digital platforms.

KPIs
Employee satisfaction rate (%)

Retention rate (%)

Implications of COVID-19

Heightened health and safety risks of
employees

Required to adapt to new ways of
working

Impacts on employee morale and mental
well-being

PILLAR 4: MANAGING THE VALUE CHAIN B {é‘%

Manufacturing

As our distribution partners faced liquidity pressure, we supported their commercial
sustainability through financial support, market insights and deployment of 752
freezers and 1,735 coolers to the market. We also supported them by arranging
curfew passes and ensuring continuity of operations during the lockdown period.

Retail

With supermarkets being declared as an essential service, we offered an
uninterpreted channel for farmers to sell their crops during the year. We continued
to support farmers in obtaining the GAP certification and propagating good
agricultural practices. JMSL also expanded its private label and other local supplier
base providing a platform for them to fulfill the vacuum created in the market due to
import restrictions.

KPls

Farmer training programmes conducted

No. of farmers who obtained GAP
certification

Supplier audits conducted

New suppliers developed

Implications of COVID-19
Restrictions on trading and mobility

Import restrictions and challenges in
sourcing raw materials and finished goods

Need to expand local supplier base

PILLAR 5: SUSTAINABLE AND RESPONSIBLE ORGANISATION L’___l;

Manufacturing

The Company has installed solar power systems in its Ranala and Seethawaka
plants, with a generation capacity of 150 kW and 995 kW respectively and ongoing
initiatives are in place to enhance energy efficiency. Community engagement
initiatives during the year included COVID-19 relief to 500 vulnerable households
as well as the Prajashakthi initiative which aims to empower communities through
providing opportunities for livelihood development.

Retail

JMSL continued its renewable energy drive, converting 10 retail outlets to solar
powered during the year and bringing the total solar powered outlets to 66. During
the year we also introduced compostable bags for top crust bread, thereby
reducing in-store single use polythene food packaging by 47%. We have also
deployed 165 Plasticycle bins outside our supermarkets and other locations
through which 12,655 kg of plastic waste was collected and recycled during the
year.

KPlIs
Energy intensity
Renewable energy generation
Carbon intensity

Single-use polythene usage in
retail outlets

Implications of COVID-19

Reduction in customer footfall
and resultant drop in polythene
consumption
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J> MEASURING PROGRESS

Performance

Stakeholders

36

Resources allocated
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Sustainable growth

Revenue Growth
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Retail Manufacturing

= 2019/20 W 2020/21

Market share

Maintained market share in Frozen Confectionery, while
Beverages saw a slight decline.

Increase in Retail market share

Financial Reports

Fulfilling the customer promise -

Store Equity Index
Index
5.0

45

40 o 9
@

3.0

2.0

1.0

2018/19 2019/20 2020/21

New Products
47

Manufacturing Retail (New product
lines - Private label)

Manufacturing sector’s revenue declined by 3% given the
prevalent market conditions while the Retail sector’s revenue
increased marginally during the year.

Both the Keells and Elephant House brands rank among

Sri Lanka’s top 15 consumer brands based on Brand Finance,
2020. Meanwhile, the Keells supermarkets ranked as Sri Lanka’s
leading Supermarket brand by Brand Finance 2020.

Capital expenditure

Rs. 755 Mn

Manufacturing

2.336

New employees
recruited

Rs. 3,259 Mn

Retail

Rs. 34 Mn

Investment in R&D

3,993

Employees trained on
customer service

Short-term impact on financial capital arising from increased
capex on digital infrastructure, outlet expansion, and
promotional activities for new products

Increased automation in our manufacturing facilities will over
the long-term lead to reduced human capital requirements.
Retail sector, however, is likely to see further increases in
cadre as we pursue expansion.

The decline in sales volumes during the year, had an inevitable
impact on our supply chain and distribution partners.

Business expansion will understandably lead to a parallel
increase in the Group’s energy consumption, plastic usage
and carbon footprint, although strategic measures are ongoing
to minimise our environmental impact.

= Efforts to enhance service levels through ongoing training to
employees will strengthen our Intellectual Capital over the
longer-term, sharpening the competitive edge.

= Increased use of financial resources to enhance brand
visibility through customer engagement, marketing and
promotional activities.

Shareholders K% Employees

I:E] Suppliers and business partners

Customers
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Employee Satisfaction- Retail
Index
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Training Hours
26

172677 __

Total hours
hours per employee

Farmer Certifications

No.
200
g B
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GAP certified GMP certified
farmers farmers
2019/20 | 2020/21
Supplier Assessment
Supplier audits : Training
programmes

- An empowered team Value chain development Sustainable and responsible organisation

Environmental Impact
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al%

Reduction in polythene
usage in retail outlets

Reduction in single-
use polythene bags

Employee satisfaction levels have recorded
consistent improvement, both in the Retail and
Manufacturing sectors. The Manufacturing
sector maintained proactive and open
engagement with the trade unions while
employee engagement continued at a high
level in the Retail sector.

Given the challenges that prevailed during
the year, we extended assistance to our
distributors through, financial support and
sharing market insights. We also placed
emphasis on supporting the development and
upscaling of local suppliers, providing them
the opportunity to cater to the vacuum arising
from restrictions on certain imported products.

We continued our efforts to increase reliance
on renewable energy through the conversion of
10 retail outlets to be solar powered during the
year. Community engagement initiatives were
aimed at supporting vulnerable households
during the pandemic, and we distributed dry
ration packs to 500 households in the Western
Province.

Rs. 6,243 Mn

Total payments to
employees

Rs. 43 Mn

Investment in
training

+752

Freezers deployed
in the market

+1,133

Coolers deployed
in the market

Rs. 61,129 Mn

Payments to suppliers

Rs. 2 Mn

Investment in supplier
development

Rs. 32 Mn

Investment in CSR
activities

Rs. 44 Mn

Investment in
environmental
preservation

= Increased costs associated with ensuring
employee health and safety during the
year.

= Nurturing a unique base of human capital
through ongoing investment in training.

= |mproved customer relationships arising
from better service, particularly in our
Retail outlets.

= Injection of liquidity to support distributors
and retail partners across our value chain

= Stronger value chain partnerships lead
to improved availability of products and
increased supply chain efficiencies,
thereby enhancing profitability in the long-
term

= Ongoing emphasis on reducing our
environmental footprint is expected to lead
to stronger customer relationships given
customers’ increasing propensity towards
sustainability

= Investment in strategic CSR efforts to drive
more meaningful community relationships.

= Energy and carbon efficiency is expected
to contribute towards sustainable growth
over the long-term.

U% Employees

Customers

Suppliers, distributors
and retailer

Communities
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} PERFORMANCE AND VALUE CREATION

Financial Reports

Operating Environment

The economic landscape presented unprecedented challenges during the year under review reflecting the broad-based economic fallout due
to the COVID-19 pandemic. Key trends in macro-economic fundamentals and the implications on the Group’s operations are presented below.

m Developments Impacts on CCS

GDP

As this was the case with most economies worldwide, Sri Lanka’s
GDP contracted by 3.6% in 2020, with all economic sub-sectors
shrinking in comparison to the previous year. A gradual recovery
was evident in the fourth quarter of 2020, which saw GDP
expanding by 1.3%.

Adverse impacts on personal
disposable incomes had a direct
impact on customer affordability,
thereby leading to increased price
consciousness and implications on
demand

Interest rates

Multiple reductions in policy rates and the Statutory Reserve
Ratio (SRR) led to a sustained decline in market interest rates
during the year, reflecting the Government’s efforts to stimulate
economic activity through relaxing monetary policy.

Reduction in finance costs

Exchange rates

The Sri Lankan Rupee faced significant depreciation pressure
during the year, reflecting a drastic drop in foreign currency
inflows against the backdrop of a sharp fall in tourism earnings
and capital outflows from the debt and equity markets. As a
result, the Sri Lankan Rupee recorded considerable volatility and
depreciation, falling sharply in the first quarter of 2021 to reach
Rs. 200.30 by end-March (6% increase on y-0-y)

Sharp increase in the cost of imported
input materials

Import restrictions to preserve the
country’s foreign currency reserves
led to supply disruptions of certain
imported raw materials and products.

Inflation

Inflation remained moderate around 4%-6% during the year
reflecting subdued demand and impacts on disposable
income. Food inflation increased gradually by mid-2020, prior to
decelerating by end of the year.

Direct impact on consumer
affordability

Consumer spending

Sri Lanka remains a consumption-driven economy, contributing
nearly 75% to GDP. As economic conditions deteriorated,
consumer spending was inevitably impacted, resulting in
household consumption expenditure declining by 3% during
2020. As economic conditions recover, pent-up demand together
with a growing urban middle class, rising disposable income
and increasing customer sophistication is expected to drive
household consumption expenditure.

Adverse impact on demand for
consumer products
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OPERATIONAL REVIEW

Manufacturing

Strategy and Performance

= Despite the deceleration in demand
and numerous market challenges,
the Manufacturing sector delivered a
resilient performance, with a marginal
decline in revenue by only 3%.

= Performance was upheld by the
Frozen Confectionery category which
experienced a volume decline of 1%,
supported by an increase in in-home
consumption while the impulse category
recorded a marginal volume decline.

= The Beverages category, particularly
the carbonated beverage range was
impacted by the sharp downturn in
the HoReCa and hotel channels and
dining out. In addressing this challenge,
we pursued door-to-door delivery
and leveraged on the diversity of our
portfolio. However demand conditions
improved gradually, with volumes
recovering by the 4th quarter.

= Operating profit declined by 7%,
however profit after tax increased by
24% to Rs. 1,860 million mainly due to

~ Contribution to Group

W% 1%

Revenue Liabilities

80% 51U

Profit after tax

Manufacturing-Performance
Rs. Million

12,000
9,000
6,000

3,000

2018/19 2019/20 2020/21

™ Revenue @ Profit after tax

9%

Operating Profit

Rs. Million
15,000 1,860 2000

1,500
1,000

500

a 36% decrease in interest cost and 79%

reduction in tax expenses as a result of
revision in income tax rate.

Product Portfolio

Despite the prevalent conditions, CCS
launched 10 new products / variants
of Frozen Confectionery and 1 new
carbonated beverage during the year.
The non-carbonated range continued
to gain traction with the increasing
popularity of our fruit drinks, fruit
flavoured tea and the dairy range.
With increased contributions from this
range, our portfolio is diverse and well
balanced and has evolved to cater

to consumer preferences towards
healthier beverages. Meanwhile,
through substituting calorific sugar with
natural sweeteners we have reduced
nearly 45% of the calorie count in 80%
of our Carbonated Beverage range.

New products
Beverages:

= 1 Litre and 200 ml Cream Soda Apple Pop
Frozen Confectionery:

= 4 Litre Mango Flavour

= 1 Litre Mixed Fruit

= 1 Litre Salted Caramel (IMORICH)

= 65 ml Choco Knight Stick

= 65 ml Cotton Candy Stick

= 80 ml Strawberry and Vanilla Cup

= 80 ml Choco Nut Vanilla Cup

= 120 ml Blueberry Cheesecake Cone (IMORICH)

= 120 ml Almond Crunch Cone (IMORICH)
= 420 ml Wonder Bar-Multi Pack

Manufacturing excellence

Several initiatives were launched in the
Group’s manufacturing facilities to drive
increased efficiencies and cost reductions.
Accordingly, We critically reviewed and
revamped the plant maintenance schedules
which delivered greater efficiency and

ensured the availability of critical spare
parts. Several efficiency improvement

projects were also launched during the year,
focusing on reducing the number of change-
overs and duration spent on critical activities

relating to machine change-overs. (Refer
page 46)

VALUE CREATION

Financial Capital

Rs. 1,850 Mn (+24%)

Profit after tax

Human Capital

Rs. 2,635 Mn

Payments to employees

Rs. 37 Mn

Investment in training

Manufactured Capital

Rs. 795 Mn

Capital Expenditure of on driving
efficiency improvements and upkeep

Intellectual Capital

11

new products

Social and Relationship Capital

Rs. 633 Mn

payment to farmers

Natural Capital

-1%

decrease in energy consumption

-20%
decrease in water consumption

AN )

RISKS & OPPORTUNITIES

© Release of pent-up demand likely
to drive volume growth in the
short-term

© Economic recovery will drive
volume growth over the medium
to long-term

© Increased preference for healthy
beverages

@ Emergence of a 3rd wave of
infections

@ Exchange rate volatility
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OPERATIONAL REVIEW

Financial Reports

People

= Ensured the safety of all employees
through implementing stringent safety
protocols, separation of shift schedules,
regular PCR testing, establishing a
bio-bubble in the Seethawaka and

Ranala Factories and obtaining the SLS
COVID-19 Safety Management System
certification for all our manufacturing
plants.

= Delivered training through the CCS
Learning Management System, i-learn

and conducted a range of digital
engagement activities.

= Facilitating work-from-home
arrangements for office base employees.

(Refer page 49)

Brand

Elephant House once again ranked among
the country’s top 15 consumer brands (Brand
Finance, 2020), revalidating its position as
one of the country’s most loved, household
names. Given the conditions that prevailed
during the year, CCS curtailed expenses on
brand development, whilst several activations
were conducted on social media /digital
platforms, particularly for brands with a youth
appeal such as Cream Soda and the newly
launched Cream Soda Apple Pop.

Supporting our value chain

We continued to procure agricultural inputs
including ginger, vanilla, treacle and cashew

from an island-wide network of over 6,235
farmers. During the year, we also supported
our distribution partners through providing
financial support, market insights and
deployment of freezers and coolers to the
market. (Refer page 54-59)

Ve
(

Beverages Frozen Confectionery

93 - 88
Distributors ~ : Distributors

Retail Frozen Confectionery
123 - +440

‘ Outlets . Mobile operators

\\, ,/

Outlook

Evan though the recent outbreak of
COVID-19 cases in Sri Lanka has
resulted in short-term uncertainty we
remain optimistic of sustained recovery
in volumes in the short to medium

term. We will continue to leverage the
strength of our brands and our extensive
distribution network in driving growth,
thereby capitalising on the release of the
pent-up demand in both categories, whilst
cater to consumers’ increased propensity
towards healthier beverage alternatives.
Further, we will place emphasis on
increasing operational efficiencies in our
Manufacturing plants while strengthening
the supply chain.

@ Retail

Strategy and Performance

= The Retail sector witnessed a year
of unparalleled challenges, as the
lockdown in the first quarter of the
year and other social distancing
measures led to a sharp decline in
customer footfall. That said, with the
existing e-commerce platform, the
Company leveraged this advantage to
serve customers during the lockdown.
Resultantly, revenue marginally
increased by 2% to Rs. 54,795 million,
although additional costs incurred on
safety protocols and expanding its
delivery fleet resulted in the operating
profit declining by 20%. Increased
borrowings to fund capital expansion
and working capital requirements
resulted in an increase in borrowing
costs, which in turn resulted in the JMSL
profit after tax declining by 25% to Rs.
479 million.

= Despite the challenges that prevailed,
JMSL maintained its pace of expansion,
opening 15 new outlets during the
year and commencing construction of

Contribution to Group

80% | 63% 87U

Revenue Assets Liabilities
20% - 49%
Profit After Tax | Operating Profit

Retail-Performance

Rs. Million Rs. Million
60,000 635 700
50,000 600
40,000 500
400
30,000
21 300
20,000
2 = 200
10,000 i) 2 100
<2 3
2018/19 2019/20 2020/21
= Revenue - Profit after tax

a state-of-the-art warehouse. Customer
satisfaction as measured through the Store
Equity Index also increased to 4.1, from 3.5
in 2020/21.
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VALUE CREATION

Financial Capital

Rs. 479 Mn (-25%)

Profit after tax

Human capital

Rs. 3,288 Mn

Payments to employees

Manufactured Capital

Rs. 3,209 Mn

Capital Expenditure in outlet
expansion, warehouse construction
and digital infrastructure
Intellectual Capital
Ranked as Sri Lanka’s top supermarket
brand (Brand Finance, 2020)
Social and Relationship Capital
Private label
manufacturers added

Natural Capital

Outlets converted to solar
1 ﬂ power during the year
\
.




Adapting to the new normal

Following the first wave of infections in
March 2020 and the lockdown that followed,
the Retail sector saw its operating model
shift dramatically from a predominantly
brick-and-mortar model to a online

model within a very short span of time.
Initially, we faced considerable difficulty in
accommodating the unprecedented surge
in volumes on the online platform and

scaling up the distribution fleet. However, we
implemented measures to understand and
proactively respond to customer concerns
through upgrades to the platform, increasing
the product range that was offered and
ensuring timely and safe delivery. The online
platform was subsequently upgraded to
accommodate +15,000 daily orders while a
mobile app was also launched in July 2020.

Focus on affordability

With increased pressure on consumer
spending, our private label product range
performed exceedingly well during the

year. We added 47 new product lines to the
private label range, bringing the total to 348.

We also committed to price all private label
products 10% cheaper than comparable
regular branded products, providing
considerable relief to price sensitive
customers.

RISKS AND OPPORTUNITIES

© Increased customer
sophistication and urbanisation
will drive growth for modern trade
channels

© Release of pent-up demand
likely to drive sales growth in the
short-term

@ Emergence of a 3rd wave of
infections and travel restrictions

@ Continued restrictions on imports

@ Intensifying competitive pressures

People

= Ensured health and safety of all
employees through stringent protocols,
ongoing awareness sessions and
provision of all relevant personal
protective equipment (PPE) and
sanitation facilities.

= Ongoing opportunities for training
through the Company'’s online learning
platform, thereby enabling employees
to engage in training at their own
convenience.

= Focus on employee well-being, including
launch of a subsidised scheme for all
outlet staff and distribution of essential
ration packs to employees’ families.

= Strengthened engagement through
digital channels.

Ensuring safety

Ensuring the safety of our employees and
customers was paramount at all times, and
we implement stringent protocols in line
with the health authorities’ guidelines. We
also obtained the SLS COVID-19 Safety
Management Certification for 87 of our
outlets, emerging as the first supermarket
to obtain third party assurance on the safety
protocols; the certification process includes
periodic audits by the SLSI. We are currently
in the process of obtaining this certification
for all our outlets.

We also maintained full transparency
regarding any infections at our outlets,
promptly informing customers of such
developments through social media
platforms.

Greening our operations

Our sustainability agenda centres on the

3 priority areas of reducing polythene

and plastic usage, driving reductions

in our carbon footprint and providing
healthy and nutritional offerings across our
supermarkets.

outlets converted to solar power

01%
reduction in polythene usage

3a%

reduction in single-use polythene bags

Building supply chains

As suppliers faced production disruptions
due to the pandemic, we engaged
proactively with them to secure access to
limited stocks, thereby ensuring continued
supply of essential items to our customers.
We also sought to develop local suppliers
to cater to the shortfall in supply created
by the government-mandated restrictions
on imported goods, thereby providing
opportunities for business growth. The
Company also intends to implement a
Supply Chain Control Tower, an alert and
recommendation model which will enhance

supply chain efficiencies through assessing
the reliability of suppliers, ensuring product
availability and enabling effective demand
planning.

Outlook

We will build on the learnings obtained
during the crisis to strengthen our
customer propositions, enhance
productivity and drive efficiencies in
supply chain management. Consumer
spending is showing signs of recovery
and we anticipate the release of pent-up
demand to sustained growth over the
short-term. We will continue to pursue
geographical expansion while placing
relentless focus on enhancing the
customer experience, product offerings
and overall value proposition.
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FINANCIAL CAPITAL

Despite the extraordinary challenges that prevailed during the year, the Group’s
strategic agility, relentless focus on cost management and proactive working capital
management enabled CCS to maintain profitability, thereby nurturing its financial
capital and delivering shareholder value.

Revenue

The Group’s revenue marginally increased
by 1% to Rs. 68,766 million, reflecting the
extremely challenging operating conditions
that prevailed and the inevitable impact on
demand in both business segments. The
Manufacturing segment saw a revenue
drop of 3% to Rs.13,971 million due to a
16% volume drop in the Beverage category,
stemming primarily from the sharp slowdown
in the HoReCa and hotel channels. Frozen
Confectionery, on the other hand recorded
a marginal volume decline of 1% reflecting
decreased demand in out of home
consumption. The Retail segment’s revenue
increased marginally to Rs. 54,795 million;
supported by the addition of 15 new outlets
during the year, a 32% decline in customer
footfall in view of the lockdown and other
social distancing requirements had an
adverse impact on growth. The Retail sector
contributed 80% to the Group’s revenue
during the year.

Revenue Growth
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Gross Profit

Consolidated gross profit declined by 9% to
Rs. 7,651 million during the year, due to the
protracted gestation period of the new retail
outlets together with the depreciation in the
Sri Lankan Rupee, which in turn led to the
price increase of imported raw materials in
the Manufacturing sector. Resultantly, the
Group’s consolidated GP margin narrowed
to 11% from 12% of the previous year.

Overhead Expenses

The Group placed strategic focus on cost
rationalisation and efficiency improvements,
which led to a 7% decline in overhead
expenses during the year. This was driven
by a 3% decline in selling and distribution
expenses and 73% reduction in other
operating expenses, stemming primarily
from the removal of NBT. Administrative
expenses increased by 13% during the
year mainly due to additional costs in
implementing safety protocols across our
manufacturing facilities and retail outlets.
Both Retail and Manufacturing segments
made commendable progress in its cost
management drive, with cross-functional
teams driving cost optimisation projects
across key areas of operations.

Operating Profitability

Consolidated Operating Profit declined by
14% to Rs. 4,112 million reflecting respective
20% and 7% decreases in the Retail and
Manufacturing sectors. The performance

of the Retail sector reflects the protracted
break-even of the Group’s new outlets, as
revenue contributions from these outlets
was considerably impacted by the prevalent
market conditions. That said, the Retail
sector leveraged its digital capabilities in
swiftly catering to the demand for online
retail services, thereby somewhat offsetting
the decline in profitability from in-store
shopping. Meanwhile the Manufacturing
sector’s operating profitability was affected
by the drop in volumes, which resulted in the
sector’s operating margin narrowing from
16% to 15% during the year. Overall, the
consolidated operating profit margin also
declined from 7% to 6%.

Operating Profit
Rs. Million %

5,000

4,000

3,000

2,000

1,000

2019/20
W Retail

2020/21
@ OP Margin %

2018/19
™ Manufacture

Profitability

The Group’s net finance costs declined
marginally to Rs. 1,742 million during the
year, reflecting the sustained decline in
market interest rates. Overall, pre-tax

profit decreased by 23% to Rs. 2,375
million during the year, with Manufacturing
and Retail contributing 84% and 16%
respectively. Meanwhile the Group’s total
tax expense for the year reduced to Rs. 36
million from Rs. 932 million in year before
reflecting the lower profitability and the
reduction in the income tax rate. Resultantly,
the Group profit after tax increased by 10%,
to Rs. 2,338 million. The Manufacturing
sector maintained its position as the largest
contributor to profitability with a share of
80% supported by profit growth of 24%. The
Retail sector profits declined by 25% to Rs.
479 million during the year.

Cashflow

The Group’s cashflow position improved
during the year, due to effective
management of working capital as well as
inflows from new borrowings. Net operating
cashflow increased by 32% to Rs. 6,495
million while net cash outflow from investing
activities amounted to Rs. 5,712 million
primarily due to the opening of new retail
outlets, investment made on advance data
analytics and ongoing investments in the
Retail sector’'s new distribution centre.
Meanwhile net cash inflow from financing

Ceylon Cold Stores PLC | Annual Report 2020/21 43



About Us [VEREGEERIABEIES QMG EIEE Enterprise Governance

CAPITAL MANAGEMENT

FINANCIAL CAPITAL

activities amounted to Rs. 4,021 million
(compared to a net outflow of Rs. 3,555
million in last year) reflecting additional
borrowings of Rs. 6,000 million, which was
mainly used to fund capital expansions and
increased working capital requirements of
the Retail sector. Resultantly, net change in
cash and cash equivalents amounted to a
positive Rs. 4,805 million compared to an
outflow of Rs. 2,466 million in the previous
year.

Asset Strength

Consolidated assets expanded by 14%
to Rs. 54,975 million reflecting ongoing
expansion in the Retail sector as well
as an increase in working capital during

Asset Composition

6% .

2019/20

19% o ‘

e 7%

e 42%

M PPE M Right-of-Use Assets ~ m Other Non-Current Assets

Funding Profile

The Group has pursued debt funded
capacity expansions in recent years,
resulting in a gradual increase in its
borrowings, although debt to equity ratio
remain healthy given business growth.
During the year, borrowings increased by
20% to Rs. 24,483 million, reflecting an
increase in borrowings primarily to fund
capex and working capital requirements.
Borrowing includes Rs. 9,166 million lease
liabilities with the adoption of SLFRS 16.
Excluding this adjustment, the Group’s

Funding Composition

25%
e 33%

2019/20

42%

W Equity ™ Borrowings

Financial Reports

the year. The Retail sector recorded an
asset growth of 22% during the year.

Total capital expenditure of the Group for
the year amounted to Rs. 4,014 million
comprising investment in outlet expansion,
the distribution centre project, digital
infrastructure as well as factory maintenance
and upgrade; PPE accounted for 41% of the
Group’s total assets as at end March 2021.
Meanwhile, working capital investments
increased by 25%, as both sectors
consciously sought to secure inventories
given disruptions to supply chains and
restrictions on imports. The Group’s asset
composition remained relatively unchanged
with non-current assets accounting for 77%
of total assets as at end March 2021.

P

2020/21

19% oo -

e 7%

e 41%

M Inventories M Trade Receivable  m Other Current Assets

borrowings increased by 19% to Rs. 15,317
million. The Group sought to proactively
capitalise on the opportunity presented
by the sustained decline in interest rates
through converting its bank overdrafts

to longer-term facilities, which in turn led
to an increase in non-current liabilities.
Accordingly, long-term borrowings
accounted for an increased 57% of total
debt, compared to 41% the previous year.
The Retail sector accounted for 91% of
the Group’s total borrowings, reflecting its
growth aspirations.

259%
e 31%

2020/21

44%

m Other Liabilities
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Shareholder Returns

Understandably, shareholder returns were
impacted due to the prevalent conditions,
resulting in the Dividend per share (DPS)
declining by 15% during the year. However
the Group managed to pay two interim
dividends of Rs. 8.50 per share each and
the Board has recommend to pay a final
dividend of Rs. 4.00 per share which in total
comes to Rs. 21.00 per share.
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@ MANUFACTURED CAPITAL

Manufactured Capital, comprising the Group’s manufacturing facilities and

retail outlets, accounts for 41% of total assets and determines the quality and
uninterrupted supply of products in the Manufacturing segment and the customer
reach and experience in the Retail segment.

T

PPE of Rs. 8,176 million,
comprising 2 manufacturing
facilities Ranala and Seethawaka,
at which the Company produces
an array of Beverages and Frozen
Confectionery products.

PPE of Rs. 14,113 million,
comprising network of 123
retail outlets across the island

Warehousing infrastructure

CONTRIBUTION TO VALUE CREATION

Efficiency Improvements Facilitating Customer Reach

Critical evaluation of plant maintenance resulted in considerable With the opening Retail Outlets

efficiency improvements in the Group’s manfuacturing facilities. of 15 new outlets No.
i during the year, 150 123
Overall Equipment Efficiency Overall machine change . including 4 in 120 96 e
(OEE) Ratio over time reduced to 50% outstation areas, 90
0 of the time taken before ! the Retail segment 60
79.6 A] . further widened its
(2019/20: 77.5%) 0 customer reach. 2018/19 2019/20 2020/21

= New outlets M Total outlets
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Capital Expenditure
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The Group’s capital expenditure on PPE for the year amounted to Rs. 2,606 million of which
79% represented the Retail sector. Key areas of investments included the following:

e :
.= Addition of 15 new outlets
.= Investments in the new Distribution Centre
Retail .= Changes to store layouts to include value-added features
; such as laundry facilities and health and beauty range
M ‘ = Ongoing investments in strengthening manufacturing
. efficiencies
Manufacturing .= Distribution of coolers and freezers across the market
N | v

Efficiency Improvements

We continued to drive efficiency and
productivity improvements in our
manufacturing facilities, resulting in the
Overall Equipment Efficiency (OEE) ratio
increasing to 79.6% from 77.5% in last year.
Key areas of focus include,

= Critically reviewed and revamped the
plant maintenance schedules which
delivered greater efficiency

= Ensured availability of critical spare
parts following discussion with the
relevant supplier

= Launch of Single Minute Exchange of
Dies (SMED) with the aim of reducing
the change over time.

= Critical analysis of the change over
times and re-engineering of certain key
elements resulted in the overall change
over time reduced to 50% of the time
taken previously.

= Increased the rated capacities of two
pack sizes in the carbonated beverage
range following proactive brainstorming.

Capital Expenditure in 2020/21

Rs. Million
1,200
1,017
1,000
800
600 404 257
390
400
200
0 18 17 23 326
Land and Plant and Equipment, Others
building machinery  furniture and
fittings
W Manufacture ~ ® Retail

(Other assets of the Manufacturing segment
mainly comprise freezers and bottle coolers.)

Digital Infrastructure

In recent years, the Group has placed
strategic emphasis on digitising key
processes, which in turn has facilitated
data-driven decision making and significant
efficiencies in operations. Group incurred
Rs. 1,408 million on digital infrastructure
during the year. Key projects carried out
during the year under review are listed
below:

Internally upgraded retail website

Capability to manage +15,000 orders a day

Launch of retail mobile app

Featured attractive promotions with a view to increasing customer penetration

Advanced data analytics programme

Supported data driven decision making through better demand planning, customised
promotions, space and assortment planning and better supply chain management

SAP industry specific retail migration

Supported efficiency improvements through enhancing scalability and expansion of the network

Project KANE - Vendor collaboration portal

Automation of vendor engagement and collaboration

Distributor Management System ‘SURGE’

Drive efficiencies in distributor management through data-driven insights, access to real time

information and improved predictability

|OT project (BeeLive)

Interconnected all the isolated plant and machineries through 1200+ data points from various
facilities at the Seethavake factory to analyse online real time data on machinery efficiencies,

breakdowns and many others.

Warehousing

Construction of the Retail segment’s
Distribution Centre is currently underway,
despite temporary disruptions to
construction activities following the outbreak
of the pandemic. Through this Rs.4.6 billion
initiative, the segment will consolidate

its 3 warehousing facilities to 1 central
warehousing. The 260,000 sq.ft. state-of
the-art facility, located on a 9-acre plot, will
complement the expansion of the outlet

network and further enhance and improve
operational processes. The proposed centre
is expected to centralise 90% of the current
modern trade offering facilitating operations
in the dry, fresh, and chilled categories,
which entails the entire range with the
exception of the frozen food category.
Further, the Centre features comprehensive
environmental management systems,
rainwater harvesting and responsible waste
disposable. Also this is to store chilled items,
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facilitating considerable improvements
in distribution efficiencies, as currently
suppliers are required to deliver chilled
goods to each outlet.

CCS also initiated to construct a state-of-
the-art warehouse for its Beverage category,
in order to cater to increased demand for
logistics, thereby accruing considerable
benefits in warehousing and distribution
efficiencies.
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The CCS team comprising 6,698 employees is our most valuable asset and has been a
vital factor in delivering resilience and ensuring the creation of continued customer value
in an extraordinarily challenging year. We, in turn, placed employees at the centre of our
strategy, ensuring their safety, physical and mental well-being and encouraging them to
embrace new ways of working.

1,004 employees operating at our
two manufacturing facilities, head
office in Colombo and across our
distribution network

5,694 employees serving across
our network of Retail outlets,
warehouses and at the head
office in Colombo

CONTRIBUTION TO VALUE CREATION

A Productive Team Employee Value Creation . Driving Customer Experience

Rs. ‘000 Rs. ‘000
Value created by and o 967 o5 . Our employees have been a critical factor in driving an
for our employees has ggg ———® ——o LA ' enhanced customer experience, which in turn has allowed
been on an increasing 300 800 . the Group to sustain its market position despite increasing
trend, although the year 250 600 ' competitive intensity.
under review saw a 200 100 i -
marginal decline given 150 | Elephant House : Keel_ls i Store equity index
the unprecedented 128 200 ' rank among top 15 i Ieadlng supermarket : 4 .I
conditions that Q Q i consumer brands in ; brand in i [
prevailed. 2018/19  2019/20  2020/21 ' SriLanka. © SriLanka :

= Profit per employee @ Remuneration per employee I (Brand Finance, 2020) : (Brand Finance, 2020) : (2019/20: 3.5)
Adapting to new ways of work
Operating bio bubbles at . WFH (Working From Home) facilitated . Agile working piloted for
both plants ! for office based employees ! 30 employees
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CCS is committed to manage its Human Capital in a manner that ensures the employees are strategic partners in its business growth. The
Group’s approach to people management is aligned to that of its Parent entity, with consistencies in policy frameworks and procedures.

Employee behaviour is guided by a Code of Conduct, while the Group’s People Promises provides a blueprint for what employees can expect
from being part of the CCS family. The Group’s HR governance structure is presented below:

~

N

John Keells Holdings PLC

Board of Directors
S aKH [ JKH Group HR ]
Ceylon Cold Stores PLC
“/ Board of Directors \‘ “/ HR Department \‘
C of CICL ) L of CICL )
HR and N /
( . 2 o) ( D
Compensation Board of Directors . HR Department
Commitiee ‘\ of CCS /‘ & L President of CCS /‘ & ‘\ of CCS /‘ S
(@ ; D e 0 e D
Board of Directors . | HR Department
\\ e \%L President of JMSL . \\ e o

~

/

Team CCS

6,698 Employees

Comprising of 3,794 permanent employees and 2,904
contract employees

Employees by Contract and Gender

No.
000 --ovveeeeeere
31000 -t TV
2,000 -+
1,000 o JRAGSCM.

0

Male Female
™ Permanent | Contract

The Group retained its full permanent and contract staff cadre during
the pandemic.

The Group does not engage employees on a part-time basis.

BU% Employees

Outside the Western Province

Employees by Gender and Region

Western
Central
Southern

North Central
Northern

North Western
Eastern
Sabaragamuwa
Uva

m Male
M Female

0 20% 40% 60% 80%  100%

Female Representation
39% Y%

representation

By category | Male |

- B6%

overall female . ofnewrecruits = of employee

turnover

_Female | _Total |
6 30

AVP and above 24

Managers 59 10 69
Assistant Managers 132 24 156
Executives 512 182 694
Non-Executives 3,367 2,382 5,749
Total 4,094 2,604 6,698

Average age of Employees

26

Years

Gender parity is ensured through the Group’s equal opportunity policy,
anti-sexual harassment and non-discrimination policy.

Trade Union Representation

98%

Non executive cadre in
Ranala factory

48
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PEOPLE PROMISES

—

1. A boss who helps me A boss who helps me

. We live our values | can grow and develop

. We promise exciting and rewarding jobs | have a healthy workplace

We live our values

Manufacturing

. You can make a difference

2
3
4. You can learn, grow and develop
5

@125 )

| have a future

During the year, we recruited 5,336 employees with 97% absorbed to the Retail segment in line with the segment’s expansion and high-level of
turnover, which is an industry-wide phenomenon. The profile of our new recruits is given below:

New recruits by gender

New recruits by region

Number Cont (%) Number Cont (%)

Male 3,001 56 Western 1,869 35
Female 2,335 44 Southern 1,189 22
Total 5,336 100 Central 738 14
. Sabaragamuwa 630 12

North Western 381 7

Number Cont (%) Uva 312 6

Under 30 5,110 96 North Central 143 3
30-50 220 4 Eastern 51 1
above 50 6 0 Northern 23 0
Total 5,336 100 Total 5,336 100

The New Normal

In an unprecedented year, the Group’s HR function played a pivotal role in driving the team to adapt new and efficient ways of working while
maintaining employee morale and steering the team through the crisis. Following the outbreak of the pandemic, CCS placed focus on the

following HR priorities:

= Ensuring employee safety

The Group implemented stringent measures to ensure the safety of our employees within the manufacturing facilities, retail outlets and in the
offices. In the immediate aftermath of the outbreak, we activated the Group Business Continuity Plan and engaged closely with our employees
in recommencing operations while ensuring the safety of our employees. COVID-19 responses in the Group encompass the following:

&

A

A

2

A

Nurturing a Culture of Safety

We launched the ‘No one

is safe until everyone is

safe’ campaign and drove
employee buy-in through
ongoing awareness sessions,
digital engagement,
WhatsApp messages

and multi-level employee
discussions.

Provision of Required
Personal Protective
Equipment (PPE) and Other
Safety Measures

= Conducted over 5,400 PCR
tests

= Implemented temperature
testing, sanitisation
chambers and other
physical safety precautions

= Distribution of Personal
Protective Equipment at an

investment of Rs.145 million

Work Arrangements

Facilitate work-from-home
arrangements for office
employees

Provision of transport
facilities

Activation of bio bubbles in
manufacturing facilies

Separation of common
facilities between the
Frozen Confectionery and
Beverage employees

Quarantine Facilities

= Manufacturing sector
employees and their
families were provided free
quarantine facilities in a
hotel property owned by
the JKH Group

= Distribution of dry ration
packs to families of
employees who were
infected
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In addition to the above COVID-19 related guidelines, the Group _

complies with ISO 45001:2018 and has in place comprehensive
occupational health and safety policy and Safety Committees which ~ Occupational injuries and diseases 39

ensure a safe and injury-free working environment, particularly in the  15tal No. of lost days due to occupational injuries/diseases 247
Manufacturing facilities and Retail outlets. The Group’s health and

N ) Health and safety training hours 884

safety record for the year under review is presented alongside.
= Strengthen engagement
(7 D ' D

Employee challenges due to COVID-19 Our response

= Anxiety = Strengthen employee engagement (refer below)

= Challenging KPIs > = Work Shops on emotional well-being

= Challenges associated with WFH (Working From Home) = Living values programme

= Adhering to COVID-19 guidelines ‘ .= Cheer the peers programme )
\ / &
/" ™\

Both Manufacturing and Retail segments strengthened employee engagement to ensure that employee concerns were proactively
identified and addressed. Engagement was driven primarily through digital platforms, which included digital townhall meetings with
Presidents, quarterly employee surveys, HR dialogues and virtual events including a talent show and cultural events.

Employee Satisfaction The Retail sector’s engagement initiatives were directed towards reinforcing Company values such as

Score (Retail) care, integrity, innovation, trust and excellence. The sector also launched a digital newsletter during the
4 1 4 year, providing a platform for employees to share their personal/career developments. A monthly COVID-19
' effects survey was also launched to identify employees’ pain points in working from home, adequacy of
| (2019/20:3.91) communication and support received from superiors, among others. |
A J

A Rewarding Culture

Considerable efforts and resources were directed towards aligning the Group’s corporate culture with its values. Key initiatives carried out
included the following:

e Y

( Cheer the Peers ) ( Values Story Board )

( Interventions )

The Retail sector carried out numerous Programme aimed at recognising A platform which nurtures a culture of
interventions aimed at transforming and appreciating the employees who recognising, mentoring and learning
teams, encouraging people to push demonstrate core values in their daily from others through success stories of
beyond their limits and developing activities in the Manufacturing sector. demonstrating values
values of caring, integrity, trust, These achievements are also displayed
innovation and excellence on a dedicated Living Values page on

| the Company’s web portal. 1

Benefits and Remuneration

The Group’s Remuneration Policy ensures equitable and transparent determination of remuneration and is aimed at nurturing a performance-
driven culture. For executives, rewards are linked to the annual performance appraisal, which is carried out for the entire executive cadre. For
unionised employees guaranteed pay is determined by collective agreements, which is negotiated every 3 years.
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Training and Development

Training programmes were shifted to digital platforms and continued uninterrupted, despite the challenges that prevailed. A notable initiative

in the Manufacturing sector is the launched of ‘iLearn’ a Learning Management System, through which the delivery, tracking and assessment
of learning activities were automated. The system provides employees the flexibility of engage in training at their convenience. Key training
programmes conducted during the year are summarised below.

Details of training programme Training record in 2020/21

Total Training | Total Training
Hrs | Hrs/ per Head
8

= Skill development of retail
staff carried out by the
leadership team

i

Retail

Average training hours by category and gender

Key department Total Head
Count
30

= CCS Sales Academy
Sales Executive programme

Manufacturing

= Lean Management
Problem solving, green and
yellow belts

= Mega Visibility Drive

= Young Leaders Academy

AVP and above 104

Manager 69 869 13
Assistant Manager 156 2,091 13
Executive 694 7,818 11
Non-Executive 5,749 161,796 28
Total 6,698 172,677 26

Total investment in
training

hs. 43 million

Total training
hours

172,677

Average training
hours per employee

26

N

The Manufacturing sector commenced its Lean journey, with the aspiration of driving operational excellence and in turn cost optimisation and
increased efficiencies. As a initial step, 33 executives and managers obtained the green belt certification, while a white belt programme was

held for non-executives.

Retention

In executive category, Group’s retention levels are healthy. However, retention continues to be a challenge at non-executive level, specially
in the Retail sector due to intense competition for young talent and high labour migration. Accordingly, the Group’s employee turnover levels
are skewed by the attrition of the non-executive staff and during the year 3,699 employees left employment which translated to a employee

turnover rate of 58%.

Turnover by gender

Turnover by age

Number Cont (%) Number Cont (%)

Male 1,082 54 Under 30 3,432 93
30-50 257 7

Female 1,717 46 Above 50 10 0
Total 3,699 100 Total 3,699 100

Way Forward

As business growth is expected to recover over the short-to-medium term, we will continue to focus on building a team that is skilled and
motivated to be strategic business partners in our ambitious growth plans. Key people-related priorities for 2021/22 include introducing agile

working methods, ongoing investments in skill development and nurturing a conducive organisational culture in which employees can thrive.
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The Group’s Intellectual Capital is key to its competitive edge, comprising its portfolio of
much-loved brands, unparalleled recipe library and organisational tacit knowledge which
enables CCS to effectively identify and respond to emerging customer needs.

>
I

Brands Brands
Elephant House Keells
IMORICH

Twistee

Fito

R&D capabilities

CONTRIBUTION TO VALUE CREATION

A productive team E Strengthening our brands
The Group continues to be the key player in the Frozen Our brands are frequently recognised among Sri Lanka’s top
Confectionery category and Beverages. ' consumer brands.
In Retail, we continued to strengthen our position : Elephant House | Keells
KEELLS: Sri Lanka’s leading Supermarket brand* RS.I 1 .25 B" * RS.1 8.49 B"*
*Brand Finance 2020 Brand value | Brand value

i *Brand Finance, 2020 |
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Brands

The ‘Elephant House’ brand, one of Sri Lanka’s most loved consumer brands, affords the Group a strong competitive edge which has enabled
it to maintain market leadership despite the presence of competing global brands in the country. With increased focus on the non-carbonated
beverage range, the Manufacturing segment has also nurtured several new brands such as Fito and IMORICH which are also gaining traction.
Given the conditions that prevailed during the year, the Manufacturing sector rationalised investments in brand building, although activations
and customer engagements were conducted through social media and digital platforms. Meanwhile, the Retail segment has continued to
strengthen its brand, retaining its position as Sri Lanka’s leading supermarket brand (Brand Finance, 2020). Key achievements for the year are

summarised below:

Elephant House

(Brand Finance, 2020)

\

Sri Lanka’s leading Supermarket brand

Shortlisted for World Retail Awards in the
Brand Transformation category

15th most valuable brand in Sri Lanka with an estimated brand
value of Rs.11.25 billion (Brand Finance, 2020)

Elephant House Cream Soda - Beverage brand of the year for
the 15th consecutive year (SLIM Nielsen People’s Awards 2021)

10th most valuable brand in Sri Lanka
(Brand Finance, 2020)

SLIM Digis 2.0 Bronze award in Integrated
Campaign and Silver award in SLIM Brand
Excellence for Service Brand

Estimated brand value of Rs. 18.49 billion
(Brand Finance, 2020)

Amongst the top 10 in the 25 Most Visible
Brands on the internet in Sri Lanka by the
Asia Pacific Institute of Digital Marketing
Annual Report for 2021.

L

Recipe Library

The Manufacturing sector’s research capabilities and deep market insights has enabled it to gradually evolve its product portfolio to offer
an array of products that caters to consumer needs across different occasions. The Group’s unique tacit knowledge plays a key role in new
product development, enabling CCS to retain its competitive edge despite changing customer needs and intensifying competition.

Our product portfolio

Beverage

‘ CSD ‘ Water ‘ Fruit Drinks ‘ Fruit Flavoured Tea ‘ Flavoured Milk ‘ Plain (Standardised) Milk ‘
‘ Bulk ‘ Cups ‘ Sticks ‘ Cones ‘ Bites ‘

Innovation timeline

2016/17 2017/18 2018/19 2019/20 2020/21

Launch of Lemoki

Re-branding of Wonder
range

Launch of Fito -
Flavoured Fruit Drinks
(Mango and Orange)

Reduced sugar content
by 45% in CSD product
portfolio

Mint Choc flavour in the
IMORICH range

Mixed Fruit flavour in
the Fito range

Sugar free range of
CSDs

Flavoured Milk

1 Ltr and 200 ml Cream
Soda Apple Pop (CSD)

1 Ltr IMORICH Salted

2 Justice League
kids ice cream Sticks
(Superman Bubble
Gummy and Wonder

’Cream Soda Stick

o

Caramel
Botled Water Woman Ice Cake) e BT
. r Mixed Fruit ice
Wonder Berry Stick and 5 IMORICH ice cream cream
Gerne Cones - Black Forst and . e,
Major Max Cookie Cream thJustlgtT('dea'gue
emed kids ice cream
Chock Shock Stick 1 Ltr Plain

Sticks (Batman Choco
Knight and Flash Cotton

» Candy)

2 IMORICH ice cream
Cones - Blueberry
cheesecake and
Almond Crunch

(Standardised) Milk

2 value add cups

| Wonder bar - Multi pack
\_ 2N P )
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The conditions that prevailed during the year under review provided the Group an
opportunity to further strengthen relationships with suppliers, distributors, communities
and our customers, thereby driving mutual value creation and strengthening our social
license to operate.

'
-

3

¢

1,028

Suppliers Suppliers
6,235 2,440
Farmers Farmers

3

GMP Certified Suppliers

181

Distributors

CONTRIBUTION TO VALUE CREATION

Strengthening local supply chains Customer value creation

09 B3 14 - 13 new outlets  +15,000 online

new private labeling = new farmers | farmer training | added - orders can be processed through
suppliers added . added | programmes conducted . the online platform on a daily

basis daily basis

Supporting Communities ' TIIRTISSTesssessiissiiosioosoo P — N
Ensure uninterrupted

Investment in Investments in skill and livelihood New products developed | . ]
CSR development, supporting small businesses - } suppWofproducts/serwces

and COVID-19 relief to the neighbouring : e .
HS. 32 MI] communities b s

D ! Emphasis on customer safety through obtaining the
i COVID-19 Safety Management Certification from SLSI

54 Ceylon Cold Stores PLC | Annual Report 2020/21



The Group has nurtured long-standing, win-win relationships with a diversified group of stakeholders across its supply chain and distribution
channels. As the Group pursued aggressive growth, we supported these stakeholders in scaling up their operations through ongoing
investments in capacity development, sharing market insights and strengthening product and process quality.

STAKEHOLDERS ALONG OUR VALUE CHAIN

( Supply Chain j

( Distribution Partners j ( End Consumer )

Island-wide consumers of our
manufactured products and loyal
customers base of our retail outlets

= Farmers / out-growers = Distributors

= Contract manufacturers = Retail network

= Private label manufacturers

= Other FMCG manufacturers

= Other suppliers

Customers

The value we strive to create for our customers is multi-faceted and clearly articulated through our ‘Customer Promises’. The Manufacturing
and Retail sectors offer different customer promises given the nature of the relevant industries and customer feedback on each of these
promises is monitored regularly. The initiatives taken during the year to enhance customer value are aligned to each of these promises as
demonstrated below:

MANUFACTURING SECTOR

[ Customer Promise 1: We promise a quality product )

C Customer Promise 2: We promise to deliver choice )

We comply with a range of internal quality standards
and external certifications including ISO 9001:2015, ISO
22000:2005, SLS 223: 2017 and SLS183:2013 among others.

We have continued to expand our product range in both
Beverages and Frozen Confectionery categories, with
increasing focus on providing healthier alternatives in line with
evolving customer requirements.

Progress in 2020/21

Successfully obtained the SLS 1672 :2020 (COVID-19 Safety
Management System) for both factories during the year.

Progress in 2020/21
10 new products in Frozen | !
Confectionery including3 | | 1 new product in the
in the bulk range and 7in | ! Beverages category
the impulse range b |

[ Customer Promise 3: We promise to deliver products at the right price )

Benefits arising from reduction in input prices are typically passed on to customers, evidenced with the reduction in sugar taxes, VAT
and NBT. During the year under review input costs recorded an escalation due to disruptions in the supply chain and depreciation of the
rupee. These cost escalations were partly absorbed by the Group.

[ Customer Promise 4: We promise to make our products accessible and available )

Our products are distributed island-wide to over
+100,000 retailers through 181 distributors.

Progress in 2020/21

As the traditional distribution channels disrupted, the Group initiated a door-
to-door delivery, thereby ensuring that products were accessible to customers.
We also worked proactively with our distributors by facilitating curfew passes,
financial support and offering flexible transaction terms.

Ceylon Cold Stores PLC | Annual Report 2020/21 55



About Us [VEREGEERIABEIES QMG EIEE Enterprise Governance

CAPITAL MANAGEMENT

SOCIAL AND RELATIONSHIP CAPITAL

Financial Reports

RETAIL SECTOR

[ Customer Promise 1: Enjoyable shopping experience )

The design and structure of stores have been carefully
determined to ensure a unique retail experience to our
customers, as attested by consistent improvements in
customer satisfaction levels.

Progress in 2020/21

= Launch of laundry services and health, well-being and
beauty booths in selected outlets

= Introduced fresh flowers to 24 stores

= Launched a chilled pizzas and dessert range

( Customer Promise 4: Offers and deals )

We offer ongoing promotions and attractive offers to ensure
best deals and prices in the market.

Progress in 2020/21

= Leverage in data analytic capabilities to effectively select
promotions, which in turn led to an all-time high promotion
participation rate.

[ Customer Promise 2: | get what | want )

Our stores feature adequate space between aisles and
tri-lingual signage boards in all aisles

[ Customer Promise 3: Freshness )

We offer a ‘freshness guarantee’ to ensure that products
purchased from our supermarkets are the freshest in the
market-place.

Progress in 2020/21
= Launched export quality fresh fish in 40+ supermarkets

= Remained price competitive on fresh produce

( Customer Promise 5: Staff is great )

We offer ongoing training to staff on customer service to
provide an unmatched experience.

Progress in 2020/21

= Offer decentralised training through the online learning
platform, enabling employees to access training modules
at their convenience

= 3,955 employees trained on customer service

[ Customer Promise 6: Money’s worth )

market

Progress in 2020/21

Value for money is one of our key brand attributes and we strive to ensure that the prices we offer are among the most competitive in the

= Widened private label range through addition of 47 product lines including gluten free options
= Private label products priced at 10% lower than comparable regular branded products every day.

Responsible production and marketing

The Beverages and Frozen Confectionery
categories are governed by the Food

Act No. 26 of 1980 and the flavouring
substances and flavour enhancing
guidelines prescribed by the Food Advisory
Committee of the Ministry of Health. During
the year there were no incidents of non-
compliance with regulations and voluntary
codes concerning health and safety
aspects of products. Meanwhile, product
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labelling and marketing communications
are governed by the Food (Labelling

and Advertising) regulation of 2005.
Information to be disclosed includes date
of manufacture and expiry, complete list
of ingredients and instructions for storage.
During the year there were no incidents

of non-compliance with regulations and
voluntary codes concerning health and
safety aspects of products.

Channel Partners

The Manufacturing segment’s extensive
network of 181 distributors supply our
products to over 100,000 retailers island-
wide ensuring the accessibility of our
products to customers. The conditions that
prevailed during the year had a significant
impact on our distributor partners, as they
were affected by restrictions in mobility,
decline in volumes and liquidity pressure.




The Group placed strategic emphasis

on supporting distributors during this
challenging time by extending credit
facilities, offering additional margins, driving
volumes through incentive programmes and
supporting them in obtaining curfew passes.
We also continued to invest in strengthening
distributor infrastructure, distributing 752
freezers and 1,735 coolers across our
network during the year. Focus was also
placed on supporting the Small and Medium

Suppliers

Modern Trade outlets (SMMT) given
increased footfall to this channel during
the year.

During the year, the Group also launched
“SURGE" a new Distributor Management
System aiming to enhance efficiency

of distribution through additional

controls and monitoring modules,
stronger analytical capabilities, real-time
performance dashboards and a range of
other value added features.

Western 70
North Western 24
Southern 23
Central 20
Sabaragamuwa 13
Northern 9
Eastern 9
Uva 7
North Central 6
Total 181

In Manufacturing we engage with 1,412 suppliers, including 6,235 individual farmers through whom we procure a range of agricultural-based
ingredients including vanilla, ginger, fresh milk and jaggery, among others. The proportion of locally procured materials increased during the
year, as we sought to further expand the local supplier base given restrictions on certain imported input materials. Key developments during

the year are given below:

Input material and supplier base Value created through procurement

Volume (KG) Rs. Mn
Manufacturing
Ginger (+800 farmers) 28,000 89
Vanilla 370 22
30 farmers through Kandy Vanilla Growers Association and 2,600
farmers islandwide
Kithul Jaggery 36,000 28
280 farmers through Agriculture Self Employment Society of Neluwa
Treacle 138,225 19
155 from Waralla and Deniyaya
Cashew Nuts 81,875 207
1,600 farmers from Wanathawilluwa, Galewela, Adiyagama, Chilaw,
Serukele and processed in Kuliyapitiya and Ja-Ela
Fresh Milk 3,184,984 323
800 suppliers from Kappetipola, Bogawanthalawa, Dickoya and
Gampaha
Retail
Thambuttegama collection centre (250 farmers) 4,856,047 427
Suriyawewa collection centre (125 farmers) 3,847,470 336
Nuwara Eliya collection centre (640 farmers) 2,405,407 516
Jaffna (180 farmers) 2,356,387 248
Sourcing of fruits, vegetables and fruits
Dambulla (75 farmers) 3,054,916 327
Puttalam (135 farmers) 709,465 156
Bandarawela (380 farmers) 1,640,038 323
Pannegamuwa (80 farmers) 2,606,152 237
Kappetipola (550 farmers) 3,609,954 618
Kadawatha (25 farmers) 1,800,352 300

Developments during

the year

Reinforced the
importance of ginger
farmers in our
process by featuring
the farmer story on
our PET bottle labels

Continued to procure
quantities, ensuring
uninterrupted supply

Training and
capacity building
on agricultural
innovation

Supported farmers in
obtaining the Good
Agricultural Practice
(GAP) certification

Development of local
suppliers to procure
packaging materials
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In Retail, we engage with 1,028 suppliers
including 2,440 individual farmers through
whom we procure an array of fresh products
and finished goods. Suppliers faced
considerable logistical difficulties during

the year, given restrictions on mobility and
disruptions to manufacturing activities. With
agriculture being declared an essential
service, we continued to procure fresh
produce from our network of farmers,
providing them a much needed platform to
sell their crop. Key developments during the
year included,

= Initiated an agriculture development
project in partnership with the SAPP
(Smallholder Agri Business Partnership
Programme), through which we plan to
provide infrastructure, raise awareness
on sustainable agriculture and offer
technical training to 460 farmers

= Commenced operations in a larger
collection centre in Dambulla, which in
turn facilitated the procurement of higher
volumes

= Continued investment in farmer training,
with 74 programmes conducted during
the year

= Supported 12 small scale suppliers
in obtaining GMP through Ind-Expo
Certification and they are in the process
of getting the certification

= Expanded our network of private label
suppliers through the addition of 9
suppliers during the year

= Conducted the annual supplier
convention digitally focusing on
innovation and excellence

Value creation to farmers in 2020/21

Rs. 61,129 Mn

payments to suppliers (+3%)

a9

Supplier audits conducted

14

Farmer training programmes

Rs. 801 Mn

payments to private label manufacturers

DEVELOPING LOCAL SUPPLIERS

Given import restrictions on over 200 products, we maintained continued engagement
with suppliers in developing them to cater to the shortfall; our value proposition included
sharing market insights and offering guarantees on purchasing quantities.

JMSL launched ‘Vyavasaayaka Saviya’ - an initiative aiming to support the growth of
small-scale suppliers in developing to medium and large-scale operators. The programme
was conducted in partnership with the NEDA (National Enterprise Development Authority)
and comprised a 3-day session to 28 new suppliers on several relevant areas including:

Supply
Marketing chain
management

Product Financial Digital

marketing

quality management

' Community Engagement
Industry Associations in which CCS

holds membership The Group’s CSR agenda for the year was

centered on strengthening local supply

" Gyl G etaey o Cenleies chains and developing small businesses,

= Employers’ Federation of Ceylon thereby contributing to the economic
(EFC) recovery and creating opportunities for
= National Chamber of Commerce socio-economic empowerment. Both sectors

launched strategic initiatives targeted

= Export Development Boards
towards this aspiration as illustrated below:

= National Chamber of Exporters
= SriLanka - Maldives Bilateral = Prajashakthi-Livelihood Development

EuEInzEs Courel The Group’s Manufacturing sector launched

= Lanka Confectionery Manufacturers the Prajashakthi initiative during the year,
Association a unique livelihood development initiative

= Sri Lanka Association of Testing aimed at creating sustainable avenues for
Laboratories financial empowerment in the communities

we operate. Accordingly, we partnered

with 26 families and provided them the
infrastructure, resources and knowledge
required to commence pottery-making, a
vibrant cottage industry in the area. We also
facilitated a 2-month training programme
for 18 women in making paper bags. Key
elements of the programme were as follows:

= Customer Goods Forum

= Sri Lanka Food Processors
Association
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= Engaged an expert in
providing necessary
skills and training N

Knowledge sharing
J

\ Z

Repaired an existing .
clay-mixing machine

N\ []

supermarkets

of handicrafts

= Small Business Development

During the year, the Retail sector launched
‘Podi Business Thana’ an initiative to
support small businesses affected by the
pandemic. Through this programme, we
offered online visibility to 60 entrepreneurs
on our social media platforms, also
providing market access through allocating
space in our supermarkets and/or car parks
to sell their products.

= COVID Relief

The Group together with the JKH
Foundation engaged in the distribution

of essential food items to 500 vulnerable
households, which were affected during
the lockdown period. We leveraged on the
branch network of the Retail segment in
distributing ration packs across the island
in partnership with the local authorities, who
identified the most vulnerable households.
The Manufacturing sector also distributed
essential items to communities living

Provided stall space
outside the selected

Engaging with retailers

N (4 O\
Family engagement

= Training the next
generation of family
members on digital
marketing and
e-commerce solutions

J J

around the Ranala factory while the Retail
sector distributed dry ration packs to 300
farmer families. Further,We distributed PPE
(personal protective equipment) to PHIs and
the Homagama District Hospital. Meanwhile
we facilitated post-lock down resumption

of daily activities, CCS supported JKH
foundation in installing handwashing stations
in 3 Grama Niladhari (GN) offices, 2 schools
and the police station in Ranala.

= Skill development

The Retail sector continues to empower
the country’s youth through providing
opportunities for skill development through
the Keells Retail Academy, which offered
a comprehensive 18-month course on all
operational aspects in the retail industry
through lectures, workshops and practical
training. The course is accredited by
NAITA and NVQ and following completion
of the course, trainees are absorbed to
our supermarket cadre; they also have the

opportunity of progressing to manager-
grade through a fast-track development
programme. During the year, JMSL

also continued several train the trainer
programmes to develop culinary skills. The
Company is also the only retailer to have
formulated and delivered a curriculum for
unskilled employee training of NAITA.

On-the-job training for 500 employees

Graduates from the Retail training
academy: 376

Proportion of students from regions
outside the Western Province: 82%
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As we grow our geographical footprint and increase our production volumes, we are
cognisant of the increasing environmental impacts of our operations. The Group has
accordingly prioritised several areas in which it aspires to reduce its environmental
footprint, namely in driving reductions in polythene/plastic usage, reducing dependence
on fossil fuels and enhancing water efficiency.

>

200,203 GJ

Energy consumption

66

Solar outlets

252,970 m?

Water consumption

84,382 GJ

Energy consumption

351,904 m?

Water consumption

CONTRIBUTION TO VALUE CREATION

Cost Efficiencies 5 Carbon Footprint and Intensity 0%
With the increasing reliance on renewable energy, the Retail sector has &y intensity
recorded a gradual decrease in its energy bill, reflecting the achievement of G
both commercial and environmental objectives. 200'000

Renewable energy generated through 150 kW and 995 kW solar panels in 150,000
Ranala and Seethawaka Factories 0 100,000
50,000

Preserving Water

The Group’s water consumption declined during the year, partly reflecting
the ongoing improvements in water efficiency.

2019 2020 2021

M Manufacturing (GJ)  -@ Intensity-Manufacturing (GJ/1,000 Ltrs)
M Retail (GJ) @ Intensity-Retail (GJ/Saft)
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Our Commitment to the Environment

As an organisation with exposure to
agricultural supply chains, the Group is
directly impacted by the implications of
climate change, including prolonged crop
failure, supply deficits and declining yields
in our agricultural inputs. On the other

hand, as a responsible corporate citizen
with a growing customer penetration,

we are cognisant of the role we can play

in addressing environmental issues,
particularly relating to minimising plastic/
polythene waste and emissions. We are also
committed to reduce landfill waste through
driving reductions in single use polythene,
partnering with John Keells Holdings in the
plasticycle project and investing in the Trash
to Cash initiative.

Our Approach: Our environmental agenda
is guided by the JKH Group’s Environmental
Policy, which includes robust mechanisms
to measure the environmental impacts such

as energy consumption, energy intensity
and quality of and quantity of effluents and
waste. Also the Group uses earth check
benchmarks to compare sustainability
performance on a quarterly basis. During
the year, there were no fines or penalties
imposed on the Group for non-compliance
with environmental regulations or laws.

Raw Materials

In Manufacturing, we consume a range of
agricultural raw materials such as sugar
and milk and packaging materials. We
are acutely aware of the environmental
repercussions arising from our packaging,
particularly PET bottles and corrugated
boxes. Several initiatives were launched in
recent years to reduce plastic consumption
in our manufacturing including reduction
of the PET bottle weight, plastic reduction
in PET bottles and reduction in polythene
gauge among others.

How it impacts us

Climate change implications on
agricultural produce

Water scarcity

Impacts on demand patterns

Cost escalations

Our key environmental impacts

Energy consumption and generation of
emissions

Plastic/polythene usage

Water consumption

What we are doing?

Concerted efforts to reduce plastic/
polythene usage in both Retail and
Manufacturing

Solar power generation at the
manufacturing plants and retail outlets

Energy and water efficiency

Consumption of other materials

Fresh Milk (Litres) 2,038,044 Ground water 364,609 280,837 -23%
SMP (kg) 1,351,275 Municipality water 310,840 324,037 4%
Sugar (kg) 6,321,717 Total water 675,449 604,874 -10%
Vegetable Fat (kg) 1,481,980 Water intensity-Manufacturing (Litres/1000 Litres) 5,032 4,566 -9%
Whey Powder (kg) 240,000 Water intensity-Retail (Litres/Sqft) 0.23 0.23 2%
Water Effluents: Solid waste generated from our discharge and water quality parameters

The Group’s manufacturing activities are
water intensive, and requirements are
fulfilled through ground water and municipal
line sources. Regular pumping tests are
conducted in the deep wells in accordance
with regulatory requirements to ensure that
water levels in neighbouring communities
are not impacted by our operations. We are
committed to recycle and re-use water and
have installed a state-of-the-art sewerage
system plant, which has the capacity to
recover approximately 150,000 litres per
day. We also engage in rainwater harvesting
at the Ranala factory.

The Group’s water consumption declined

by 10% during the year, reflecting reduced
production volumes as well as improvements
in water efficiency.

operations are mainly packaging material,
reject products/wrappers, damaged crates
and palettes. These are all segregated
and sent for recycling to approved-third
parties. The effluents generated from the
Manufacturing operations are treated at

an Effluent Treatment Plant (ETP) prior to

are monitored on an ongoing basis. The
quality of water discharged is comfortably
above the regulatory limits prescribed by the
Central Environmental Authority. The sludge
generated from our operations is now sent to
an approved party for incineration.

Municipality sewerage, drainage 101,248 163,836 62%
ETPs and recycled 1,275 387 -70%
To rivers, lakes after being treated 158,922 127,994 -19%
Direct to rivers, lakes, wetlands, marshes 12,900 10,041 -22%
Ground through soakage pits 136,435 138,923 2%
Provided to another organisation 5,468 9,821 80%
Total water discharge 416,247 451,002 8%
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Energy
The expanding network of retail outlets has CCS's total energy consumption increased by 3% to 284,585 GJ, with both sectors recording
led to increased energy consumption and an increase in consumption. Energy consumption for the year is given below:

we are committed to drive energy efficiency

reducing dependence on fossil fuels, we . .
g dep ) ) Direct energy consumption
commenced conversion of our retail outlets

Diesel (Litres) 1,155,530 1,521,912 +32%
to solar power and by end-March 2021, 66 Furnace oil (Litres) 366,594 372,097 +2%
of our outlets (54% of total outlets) .were LPG (kg) 116,036 137,775 +19%
converted.to solar power. Meanvyhﬂe, vye Indirect energy consumption (kwh)
have alsa installed solar generation units Purchased from CEB (Units consumed) 46003706 46,348,030 1%
at the CCS and CICL factories, with a Purchased from LECO (Units consumed) 15,086,569 14,892,779 -1%
combined generation capacity of 1,145 kW.

Carbon Footprint The Group computes its carbon footprint based on the GHG Protocol published by the World

Our long-term objective is to effectively Resources Institute.

o e e .
2019/20 | 2020/21
generation of solar power and consistently -- g

pursuing energy efficient manufacturing Scope 1 GHG emissions (tCO2e) 3,831 4,730 23%
techniques. Carbon intensity in the Retail Scope 2 GHG emissions (tCO2e) 42,314 41,742 -1%
segment declined by 3% during the year, Total emissions (tCO2e) 46,145 46,472 1%
as the sector has gradually widened its Emission intensity- Manufacturing (tCO2e/1,000 Ltrs) 0.160 0.175 9%
reliance on renewable energy. Emission intensity- Retail (GJ/Sqft) 31.56 30.56 -3%

Circularity in Operations

We are aware of the environmental implications of our plastic-based packaging materials in the Manufacturing sector and the use of

polythene in our Retail outlets. In striving towards its aspiration of reducing the Group’s landfill waste, CCS has launched several initiatives
aimed at reducing and recycling waste.

REDUCING POLYTHENE USAGE IN SUPERMARKETS

= Introducing compostable bags for top crust bread

ZERO-TRASH

CCS has committed to the development of a waste collection
centre with dedicated transport and service personnel to collect
post- consumption recyclable plastic from collection points.
Through this partnership, Elephant House, Plasticcycle and
Zero-trash will aim to provide better access to and awareness on
the responsible disposal of plastic.

= Introducing compostable bags in fresh, meat and fish
counters

= Use of paper straws at juice counters

= Bring your own bag extended for bakery products

= Discontinued the sale of plastic cups/plastic straws at outlets
PLASTICYCLE BINS

Plasti-cycle bins have been placed at 165 of our stores and
other locations enabling the collection of plastic waste, which
is then sent for recycling. 12,655 kg of plastic waste collected
and recycled.
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WAY FORWARD

As economic conditions gradually return to
normalcy, we remain optimistic regarding
the growth potential of both businesses,
although the impending emergence of a
3rd wave has tempered this outlook. We
will continue to pursue avenues for product
differentiation as we widen our product
portfolio in Manufacturing, while continuing
to drive geographical expansion the Retail
sector. Key strategic priorities for 2021/22
will include the following:

Manufacturing

Construction of a state-of-the-art warehouse for the Beverage category

Expansion of portfolio to cater to evolving customer requirements

Continued measures to ensure safety of employees

Operational excellence through lean initiatives

Leverage investments in digital infrastructure and data analytics to support better
decision making

Ongoing expansion of geographical network

Leverage investments in digital infrastructure and data analytics to support better
decision making

Anticipated completion of Distribution Centre project expected to accrue significant
supply chain efficiencies

Ongoing development of local suppliers
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In furtherance of CCS Group’s sustainability
and digitisation efforts, coupled with the
need to strike a balance between the
principles of conciseness and completeness
in Integrated Reporting, the CCS Group has
used a variety of reporting formats to meet
diverse stakeholder requirements. Whilst
the section that ensues discusses the key
highlights for the year under review and

the mandatory disclosures required under
various regulatory frameworks.

A detailed and comprehensive discussion
of Corporate Governance Commentary

Compliance Summary

Regulatory Benchmarks

Management Discussion and Analysis Enterprise Governance Financial Reports

} CORPORATE GOVERNANCE COMMENTARY

is found on the corporate website (www.
elephanthouse. k)

Over the past 150 years, the John Keells
Group has crafted an extensive portfolio

of businesses aligned with the key growth
sectors of the economy, underpinned by

a comprehensive and robust governance
framework which is institutionalised across
all its business units and it is this philosophy
that has continuously created value for all its
stakeholders, notwithstanding the external
environment and macro conditions.

Ceylon Cold Stores PLC (CCS) and its
Subsidiaries (collectively CCS Group) has
its own set of internal policies, processes
and structures aimed at meeting accepted
best practice, in addition to the ‘triggers’
which ensure compliance with mandatory
regulatory requirements. This framework

is regularly reviewed and updated to
reflect global best practices, evolving
regulations, and dynamic stakeholder
needs, while maintaining its foundational
principles of accountability, participation and
transparency.

The Companies Act No. 07 of 2007 and regulations

Mandatory provisions - fully compliant

Listing Rules of the Colombo Stock Exchange (CSE)

Mandatory provisions - fully compliant

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

directives and circulars

Mandatory provisions - fully compliant

Code of Best Practices on Related Party Transactions (2013) advocated by the

Securities and Exchange Commission of Sri Lanka (SEC)

Mandatory provisions - fully compliant

Code of Best Practice on Corporate Governance (2013) jointly advocated by the

SEC and the Institute of Chartered Accountants of Sri Lanka (CA Sri Lanka)

Voluntary provisions - fully compliant

Code of Best Practice on Corporate Governance (2017) issued by CA Sri Lanka

Voluntary provisions - compliant with almost the full

2017 Code, to the extent of business exigency and as
required by the CCS Group

Key Internal Policies

= Atrticles of Association of the Company
= Recruitment and selection policies

= Learning and development policies

= Policies on equal opportunities, non-
discrimination, career management and
promotions

= Rewards and recognition policy

= Leave, flexi-hours, tele-working and
agile working policies, including health
and safety enhancements and protocols
in light of the COVID-19 pandemic

= Code of Conduct, which also includes
policies on gifts, entertainment,
facilitation payments, proprietary and
confidential information

= Gender policy
= Policy against sexual harassment

= Policies on forced, compulsory and child
labour and Child Protection adopted by
the Group

= Disciplinary procedure

= Policy on grievance handling

= Policies on anti-fraud, anti-corruption
and anti-money laundering and
countering the financing of terrorism

= Policy on communications and ethical
advertising

= Ombudsperson policy

= Group accounting procedures and
policies

= Policies on enterprise risk management

= Policies on fund management and FX
risk mitigation

= |T policies and procedures, including
data protection, classification and
security

= Group environmental and economic
policies

= Whistleblower policy

= Policies on energy, emissions, water and
waste management

= Policies on products and service
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Key Corporate Governance Highlights of
the CCS Group for the year 2020/21

= Given the unprecedented challenges
and operating conditions arising from
the COVID-19 pandemic, in March 2020,
the Group evaluated the resilience of its
businesses under multiple scenarios,
including extreme operating conditions.
The businesses continued to proactively
evaluate their operational performance
and financial health during the year
under review with many measures
implemented from March 2020 onwards,
including the following.

= Stringent measures were also
introduced at all manufacturing
facilities and retail outlets, including
workplace safety procedures
such as random PCR testing,
temperature monitoring, contact
tracing and provision of personal
protective equipment, safety audits
and awareness sessions, among
others. Transport facilities were also
provided to ensure safe commute for
employees.



= Adopted weekly dashboards, which
cover financial and non-financial
KPIs and revised targets, including
monitoring of weekly cash and
collections targets.

= Established ‘cash war rooms’ and
‘spend control towers’ to critically
review each spend item, prioritise
payments, and impose clear
reporting metrics. Although such
initiatives were institutionalised
primarily in response to the
COVID-19 pandemic, the Group
will continue to implement select
measures to ensure an agile,
efficient and productive business
model.

= Afreeze on all non-essential capital
expenditure.

= Enforced stringent expense control
measures, including a reduction in
executive staff remuneration ranging
from 5% to 60% across the Group,
which was reinstated from July 2020
onwards in tandem with the recovery
in performance.

= Group companies applied for relief
measures, where relevant, extended
by the Government and Central
Bank which eased the financial
position further.

While the Group had a strong cash
position and availability of banking
facilities at the onset of the COVID-19
pandemic, continued focus was placed
on ensuring Balance Sheet strength to
support the investment pipeline of the
Group.

The Group introduced an improved

and augmented Agile Working Policy
with the intention of encouraging and
unlocking new talent pools and adopting
new ways of working, particularly in
adopting to the evolving and dynamic
environment. Whilst this policy facilitates
current working arrangements with
greater clarity, the primary purpose of
this policy is to ensure a greater degree
of employee involvement and flexibility
in work arrangements, which will help
increase retention and motivation of
existing employees while expanding

the talent pool and enabling greater
participation of female in the workforce.

With the onset of the COVID-19
pandemic, the Group transitioned to
Work From Home (WFH) arrangements,
where possible. The Group’s robust
technology and digital platforms in
place at the time enabled a seamless
transfer with minimal impact on
business operations. In order to further
strengthen the IT frameworks in place
the Group continued with its migration
to cloud-based identity management,
consolidated the Security Operations
Centre, protocols, augmented data
classification and management while
migrating applications to the cloud and
adopting digital platforms.

To amplify the Group’s emphasis on
creating an inclusive, diverse and
equitable work environment, the
Group’s first Diversity and Inclusion
(D&l) team was established with the
aim of increasing female participation
in the workforce by implementing
identified initiatives such as gender
goals, employer supported childcare
solutions, change agent networks
and, training and development. Some
key initiatives in this regard included
extension of maternity and paternity
leave, introduction of adoption leave
and institution of a Gender Policy. The
JKH Group also established a goal of
increasing female participation up to
40% by the end of 2025/26, as a first
step towards achieving gender parity in
the employee cadre.

The Group embarked on a journey of
strengthening its internal audit and
process review framework by further
augmenting, through automation,

its holistic approach to conducting
internal audits and process reviews.
This framework is expected to
encourage auditors to report on

value added recommendations,

based on independent assessments,
their knowledge of leading industry
best practices and access to global
knowledge bases; it will also help
ascertain the degree of alignment
between process controls and IT
functional facilitation of these processes;
expand its database of known types of
fraud; and maintain a central repository
of data sets to undertake retrospective
forensic data analysis and to steer audit
scoping going forward.

The integrated fraud deterrent and
investigation framework, which was
initiated with the aim of driving and
delivering continuous improvements of
its assurance related initiatives, ran its
first full cycle of operations during the
year under review. As envisaged, the
framework integrated the management
of all aspects of fraud and stakeholder
assurance; reinforced uniformity across
common processes in matters relating
to fraud, and employed a data-driven
approach to the continuous assessment
of control efficacy while enabling better
monitoring and refining audit trails.

Independence of the Group’s whistle-
blower channels, was maintained by the
appointment of a new Ombudsperson
effective 1 December 2020. This
individual is an attorney-at-law by
profession.

A new Distributor Management System
(DMS) was rolled out to enhance
distribution efficiency through better
visibility and to further strengthen
internal controls. The system also
leverages on greater analytical
capabilities to provide real-time

data, historical analysis and forward
projections, performance dashboards,
and online target monitoring, among
others.

On the gender diversity front, since
female comprise a significant proportion
of the stakeholder populations, every
effort is made to attract appropriately
qualified female to the Company'’s
Board. In furtherance of these initiatives,
Ms. N Fernando was appointed to the
Board of Directors during the year under
review, increasing female representation
in the Board to 38%.

Given the faster than anticipated
recovery momentum in business activity
and the generation of cash profits by
the Group, during the year under review,
the CCS Board declared a first and a
second interim dividend of Rs. 8.50 per
share in August 2020, and March 2021,
respectively. The staggered payments
were reflective of the cognizance of the
Board of the potential for an uncertain
business environment due to the
pandemic, although improved business
performance paved the way to continue
with the declaration of dividends as
witnessed.
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The Corporate Governance System

The diagram below illustrates the key components of the Corporate Governance System of the John Keells Group. It depicts the internal
governance structure, from the Board of Directors cascading down to employee level, the integrated governance systems and procedures
within the Group, the Assurance Mechanisms in place and the various regulatory frameworks the Group is compliant with from a Governance
standpoint.

A detailed discussion of each of the components shown below is found on the corporate website (https://www.elephanthouse.lk/media-hub/annual-reports/).

INTERNAL GOVERNANCE INTEGRATED

STRUCTURE GOVERNANCE ASSURANCE REGULATORY
MECHANISMS MECHANISMS
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esources an Committee and Decision Conduct Mandatory compliance
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Committee /
AN
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Board Stock Exchange (CSE)

Group of | Nomination Human Resource senior )
Directors Committee o Independent Mandatory Fomp/:ance
overnance Blicsiar :
/ \ ; Code of Best Practices on
] . . ‘ Related Party Transactions
Transaction Project Risk
- AESEEETER . (2013) advocated by the
Cemmiics Comrlies Integrated Risk Board Securities and Exchange
Management Committee Commission of Sri Lanka
z _ (SEC)
v . :
Group + Mandatory compliance
Industry / Chairman (CEO) : :
runetion N IT Governance Employee The Code of Best Practice
) ) Participation on Corporate Governance
Group Executive Committee (GEC) , (2013) as published by the
A : A Securities and Exchange
Industry / i h ‘ A : Commission and the
Function Group Operating Committee (GOC) - Institute of Chartered
N ! N Tax Governance S Accountants, Sri Lanka
N (CA Sri Lanka)
) Voluntary compliance
Group Management Committee (GMC) .
Sector / v Stakeholder ‘
Function / Sub- Management and Code of Best Practice on
Sector Sector Committee Effective Ombudsperson Corporate Governance
: Communication (2017) issued by CA
N : : Sri Lanka
Management Committee ‘ ; Voluntary compliance with
Busiiess/ - almost the full 2017 code,
) : Sustainability External to the extent of business
Function / N Governance i '
BU / Dept Assurance exigency and as required
Employee Empowerment by the John Keells Group

= Except for the Audit Committee the other four Boards Sub Committees of JKH, act on behalf of CCS and are chaired by Independent Directors
appointed by the JKH Board. The Audit Committee is appointed by the CCS Board.

= The Chairman of the Group is present at all Human Resources and Compensation Committee meetings unless the Chairman’s performance
assessment or remuneration is under discussion. The Deputy Chairman/Group Finance Director is invited as necessary.

= Audit Committee meetings are attended by the Presidents and Chief Financial Officers of CCS and Jaykay Marketing Services (Pvt) Ltd (JMSL) and
the Head of Group Business Process Review, Internal and External Auditors are regular attendees.

= The GOC acts as the binding agent to the various businesses within the CCS Group towards identifying and extracting CCS Group synergies.

= Due to space constraints, only the key components are depicted in the diagram.
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The Board of Directors
Board Composition

As at 31st March 2021, the Board comprised
of eight Directors, with three of them being
Non-Executive Independent (NED/ID),

three of them being Non-Executive Non-
Independent (NED/NID) and two of them
being Executive Non-Independent (ED/NID).
The Group policy is to maintain a healthy
balance between the Executive Directors
(ED), Non-Executive Directors (NED) and
Independent Directors (ID), in keeping with
the applicable rules and codes, with the
EDs bringing in deep knowledge of the
businesses and the NED/IDs bringing in
experience, objectivity and independent

There were two changes to the Board
composition during the year under review.

1. Ms. P N Fernando appointed to the CCS
Board as an Executive Non-Independent
Director with effect from 1st of January
2021.

Mr. K C Subasinghe appointed to the
CCS Board as a Non-Executive Non-
Independent Director with effect from 1st
of January 2021.

Managing Conflicts of Interest and
Ensuring Independence

The CCS Group takes necessary steps to
ensure that Directors avoid situations in
which they have, or could have, a direct or

indirect interest which conflicts with, or might
possibly conflict with, the interests of the
CCS Group.

In order to avoid such potential conflicts
or