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Industry Group Review

The Supermarket business was better geared
in navigating COVID-19 related disruptions
during the year on account of the existing
infrastructure and delivery mechanisms
which was implemented in response to

the pandemic in 2020/21. The e-commerce
platforms of the business, comprising of the
online website, the mobile app and WhatsApp
bots, performed well with increased traction
during periods of lockdown; where online
sales accounted for a signi cant amount of
daily volumes traded. Consumer behaviour
suggests an inclination to shop at physical

stores where online sales witnessed temporary

upticks during periods of lockdowns, with a
reversal in trends evident thereafter with the
easing of restrictions.

The Supermarket business faced a series of
challenges on account of the deterioration of
the economy and other market externalities,
particularly towards the latter end of the year
under review:

Challenges in sourcing due to supply chain
constraints, especially shortages of certain
stock keeping units (SKUs). Price controls
on essential items such as our, rice and
sugar further exacerbated the impact.

The fertilizer shortage arising due to the
import ban on agrochemicals in April 2021
precipitated a drop in crop yields which
resulted in signi cant price increases and
limited availability of fresh produce.

The rapid increase in the cost of
construction materials and the shortage
of foreign exchange required for the
importation of materials led to delays in
construction exerting pressure on the
business's outlet expansion plans.

Recurrent disruptions to electricity supply
led to a higher use of generators at outlets
which contributed to higher operational
costs. Whilst the business has managed
the impact on operations thus far, this was
further exacerbated by the shortage of fuel
in the country.

Return your
scanmer hore

‘Scan & Go' self-checkouts.

The new concept 'Keells' outlet at Lauries Road, Colombo.

Liquidity constraints in the foreign currency market, the devaluation of the local currency and
import restrictions adversely impacted the business's ability to import products.

Several measures were undertaken by JMSL during the year in response to the evolving
macroeconomic environment:

Given the notable shortages in essential goods and other fast-moving items, the business
expanded its 'Keells' private-label o ering to drive better choice and 'value for money' for
consumers, whilst managing inventory and gaps, which contributed to increased customer
footfall. However, certain SKUs in the private-label had to be temporarily halted due to
aforementioned challenges and shortages.

y  During the year under review, 44 new 'Keells' private-label products were launched,
resulting in the total SKUs count at ~340 products.

y  Private-label products accounted for 5 per cent of revenue [2020/21: 4 per cent].

Continuous negotiations with suppliers were held on sourcing essential SKUs in order to
manage availability and a ordability of items. JIMSL demarcated speci ¢ teams for forward
buying and to continuously engage in procuring stocks at an early stage, bulk buying and
minimise the risk of stockouts.

Proactive steps were taken to strengthen the import channel by directly liaising with foreign suppliers.

Various measures were rolled to manage the liquidity requirement on foreign exchange
including the promotion of foreign currency receipts through the online sales platforms.
Entered into forward buying contracts for building materials and other items required for the
construction of 'Keells' outlets in the pipeline, where possible and feasible.

Select chemical fertilizers were allowed to be imported from July 2021 onwards under a license.
Since the lifting of the import ban from November 2021, yields have gradually recovered.

Outlet Expansion

Outlet expansion was moderate due to pandemic related disruptions. The imposition of lockdowns
resulted in delays in obtaining construction approvals from Government authorities and the rapid
spread of COVID-19 at construction sites resulted in delays and supply chain disruptions. 'Keells'
expanded its outlet network with the addition of ve new outlets to its footprint during the year,
with the total outlet count at 128 outlets as at 31 March 2022 [2020/21: 123 outlets].

The business will closely review and monitor the expansion of its network considering the
uncertainty and volatility on construction related costs. Such expansions in the outlet base will
be considered on a case-by-case basis, with feasibilities stress-tested under extreme sensitised
scenarios.

In January 2022, a new concept 'Keells' outlet was opened at Lauries Road, Colombo. This outlet
brings innovative technology features such as 'Scan & Go' self-checkouts and a food ordering kiosk
in a very sleek and contemporary atmosphere. In keeping with 'Keells' strategy of promoting fresh
produce and ready to consume food, a 'Kafe' serving a ordable co ee, snacks and beverages is a key
feature of the store. These elements will be rolled-out in select outlets in line with expansion plans.
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Distribution Centre

The state-of-the-art centralised distribution centre (DC) in Kerawalapitiya, constructed at a cost of Rs.4.30 billion, commenced operations in January
2022 facilitating e  ciencies by centralising o erings across fresh, dry and chilled categories. The ~260,000 sq.ft. facility is the largest DC in the modern
retail sector of Sri Lanka, equipped with the latest innovative technology, systems, and health and safety standards in accordance with international
best practice. The DC will be instrumental in streamlining the 'Keells' supply chain over ~250 outlets.

D
Technological Advancements Operational E ciencies
v Temperature-controlled chamber v Faster response to customer demand.
to maintain the quality of produce. v Capacity to centralise all suppliers
v Automated re-packing machines and consolidate orders.

to promote timely stock vy Consistent delivery times and

distribution and availability. reducing stock holding costs at the
v Afully automated tray wash plant back-store of outlets.
to cleanse all crates maintaining

hygienic practices.

v Improved on-shelf availability and
bu er stocks.

v Allitems transported in roller
cages and dollies with minimum
human intervention.

v Improved quality control and
reduction in wastage.

v Reduced store footprint at the

y System guided operations to aid storage areas of outlets.
higher level of process accuracy
and productivity.
v Installation of advanced material
handling equipments in the DC.
v Installation of solar power panels
in the pipeline, which will reduce
energy costs.
Fresh DC a2 Dry DC Chilled DC %@
vy Commenced operations in January vy Commenced operations in February v Scheduled to commence centralised
2022. 2022 operations in the rst quarter of
v Entails handling fruits and vegetables. v Entails handling dry food and 2022/23.
v All fresh items are handled in a non-food items. v Entails handling chilled items,
temperature-controlled environment maintaining availability at outlets.

enhancing the 'Freshness
Guaranteed' pledge to serve fresh
produce to customers.

5L

1. |
e
1

The state-of-the-art centralised distribution centre.
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Industry Group Review

Product and Process Initiatives

'Keells' website

y Many incremental improvements were
implemented on the 'Keells' website
including the ability to accept foreign
currency transactions, faster and secure
payment processing, pre-authorisation
of credit and debit cards, search
enhancements and access to a wider
range of mobile devices.

y  Process improvements on online
operations were also implemented
including, system developments for
order delivery and Il rates, introduction
of thermal protected delivery bags,
improvements on online delivery
partner processes such as onboarding
agreements coupled with improved
e ciencies of online deliveries.

Advanced analytics transformation
programme

y  During the year under review, identi ed
‘use cases' were fully rolled, yielding
promising results, with pilot projects
delivering evidence of signi cant value
that can be unlocked from translating
advanced analytics insights into front
line business interventions.

y Asinthe previous nancial year, the
e ects of the COVID-19 pandemic on
business operations necessitated a
review of the timing of piloting and
rolling out of some 'use cases' However,
despite these challenges, several 'use
cases' were successfully piloted, scaled
and deployed.

Several features such as 'Scan & Go'
self-checkouts, queue buster — a system
that enables faster check outs during
peak hours at outlets by producing

quick response (QR) codes, restaurant
management systems and self-checkouts
were introduced at select outlets
improving operational e ciencies.

'Imperfect Produce' launched in January 2021 was extended across outlets providing
customers the option to purchase produce at a 20 per cent discount in comparison to
conventional items.

The business introduced robotic process automation driving marketing initiatives across the
Supermarket business enabling teams to switch to creative automation.

The business continued to focus on an omni-channel strategy to cater to di erent customer
segments and needs.

Ranked as the 'Strongest Brand in Sri Lanka 2021' for the rst time in its history and the
'‘Most Valuable Supermarket Brand 2021' by Brand Finance.

Winner of the 'Sustainable Initiative of the Year — Sri Lanka' and 'Food and Beverage
Retailer of the Year — Sri Lanka' at the Retail Asia Awards 2021.

Bronze award - 'Service Brand of the Year' at SLIM Brand Excellence Awards 2021.
Silver award — 'Best Use of Technology in Marketing' at SLIM Digis 2.1.

O ce Automation

The O ce Automation business recorded an encouraging growth during the year under review
primarily driven by mobile phone sales which recorded strong double digit growth in volumes.
The growth in mobile phone sales was aided by the introduction of various models by Samsung.

The copier and printer business segment experienced a recovery of activities with the ease of
lockdowns and businesses returning to work. The business was also successful in securing a
number of tenders for laptops and smart boards with institutions. JKOA continued to maintain its
market leadership position in the copier vertical during the year under review.

The ongoing macroeconomic crisis raised a series of challenges for the O ce Automation business
as mobile phones and laptops were categorised as non-essential items with limited imports. This
was more pronounced towards the latter end of the year under review where the business faced
signi cant challenges in importing inventory for sale given restrictions on imports, constraints on
opening letters of credit and foreign currency liquidity pressures in the market.

[LDD Refer Outlook section for details of the envisaged impact of the ongoing macroeconomic crisis - page 136

The O ce Automation business carried out digitisation initiatives during the year under review
to strengthen its salesforce by adopting a customer relationship management (CRM) system
which improved the sales invoicing process; business intelligence (Bl) powered dashboards were
used amongst sta for better insights. In relation to the copier and printer business segment,
the e-bridge cloud connect (ECC) central management system implemented during the year
facilitated proactive resolutions of copier breakdowns by online monitoring and con guration
which led to reduced onsite visits and downtime, enhancing customer satisfaction.

'Scan & Go' self-checkouts,
queue buster — a system that
enables faster check outs
during peak hours at outlets by
producing quick response (QR)
codes, restaurant management
systems and self-checkouts
were introduced at select
outlets improving operational
e ciencies.

JKOA showroom at the One Galle Face Mall.
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Capital Management Review

The section that ensues discusses the performance of the industry group

during the year under review, under the key forms of Capital applicable
for the industry group.

AN Financial and Manufactured Capital

Income Statement Indicators

Rs.million | 2021/22  2020/21 %
Revenue

Supermarkets 67,085 54,795 22
O ce Automation 23,757 15434 54
Total 90,842 70,229 29
EBITDA*

Supermarkets 5,204 4144 26
O ce Automation 2,345 1,379 70
Total 7,549 5,523 37
PBT

Supermarkets 849 416 104
O ce Automation (842) 1,402 (160)
Total 7 1,818 (100)

* Note that EBITDA includes interest income but excludes all impacts from foreign
currency exchange gains and losses, to demonstrate the underlying cash operational
performance of businesses.

Supermarkets
Given the change in the shopping patterns of customers and the

volatility of market conditions, the ensuing discussion aims to provide

an insight to the performance of the business across the quarters.

Supermarketbusiness (2021/22) Q1 Q2| Q3 Q4

Improved consumer sentiment on the back of easing of restrictions in
the third quarter led to an increase in same store sales and revenue.

Interest expenses increased by 14 per cent due to an increase in the
cost of borrowings during the year under review and the increase in
notional interest charge stemming from SLFRS 16 — Leases.

ce Automation

Despite the challenging environment, the business recorded a strong
performance with revenue increasing by 54 per cent on account of a
strong double-digit growth in mobile phone volumes.

The EBITDA margin of the business increased to 9.9 per cent from 8.9
per cent which was recorded in 2020/21 due to the implementation
of stringent cost controls despite pressures faced on restrictions on
imports, constraints in opening letters of credit and foreign currency
liquidity pressures in the market.

The sharp devaluation of the local currency which took place during
the fourth quarter led to a signi cant di erence between EBITDA and
PBT on account of exchange losses on its USD Dollar denominated
trade payable balances, which adversely impacted the pro tability of
the company.

Same store sales (%) 393 8.7) 95 189
Revenue (Rs.million) 15,096 14,030 18425 19,535
Revenue growth (%) 53 0 18 29
EBITDA (Rs.million) 1,094 579 1573 10958
EBITDA growth (%) 254 (46) 15 40
EBITDA margin (%) 72 41 85 100

As outlined in the Operational Review, the recovery momentum
continued in the rst quarter, with same store sales recording a
double-digit growth despite the imposition of travel restrictions on
account of COVID-19.

This momentum was hampered in the second quarter with the rapid
spread of COVID-19, which was followed by lockdowns, leading to

a decrease in revenue. The loss of revenue during this period was
partially o set by an increase in online sales.

It is pertinent to note that sta costs in relation to COVID-19
treatments and quarantine facilities increased during the second
quarter which impacted EBITDA.

Group Highlights

Balance Sheet Indicators

Rs.million 2021/22 = 2020/21 %
Assets

Supermarkets 40,615 35441 15
O ce Automation 11,861 8,971 32
Total 52,476 44,412 18
Debt*

Supermarkets 15,130 13,047 16
O ce Automation 212 1 18,385
Total 15,342 13,048 18

*Excludes lease liabilities.

Supermarkets

The increase in the asset base primarily stemmed from the newly
constructed distribution centre (DC) in the Supermarket business
which commenced operations during the year under review.

The Supermarket business continued its upgrades to the 'Keells'
website and other support systems which led to an increase in
intangible assets during the year.

The increase in debt is driven by loans taken to fund the construction

of the DC and outlet expansion. It should be noted that bank

overdraft facilities of the Supermarket business reduced during the
year due to the subdued outlet expansion resulting in lower working

capital requirements and the conscious strategy of repro ling its

borrowings portfolio where overdraft facilities were moved into term

loans.

Lease liabilities as at 31 March 2022 stood at Rs.10.21 billion [2020/21.
Rs.9.01 billion]. Total debt including leases stood at Rs.25.34 billion as
at 31 March 2022.
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Industry Group Review

O ce Automation

The increase in assets is driven by an increase in cash, short-
term investments and inventory in line with higher operational
performance.

Bank overdrafts noted an increase during the year under review on
account of the aforementioned constraints and pressures on meeting
working capital requirements.

J
Natural Capital

The Retail industry group conducts operations in accordance with the
Group's environmental policies with strict adherence to all relevant
environmental laws and regulations, whilst adopting measures to
minimise impacts from business operations.

"o

212

O ce Automation

36,018

Supermarkets

Carbon
Footprint (MT)

Energy and emissions management

Relevance: Financial, regulatory, and brand reputation
implications

Approach

O ") 8ii

Implementing and improving energy e ciency.
Use of renewable energy sources.

Alignment with international best practice and
standards.

Initiatives

Continued the use of solar power systems in 'Keells'
outlets during the year under review. This resulted in
~10.1 million kWh of renewable energy generated
by 80 outlets, constituting 16 per cent of the total
energy requirement.

Continuous use of skylights, LED lights,and e cient
cooling systems at 'Keells' outlets maintaining energy
e cient building design.

@ Energy

Solar photovoltaic (PV) energy generation across the Supermarket
business against the 2018/19 baseline:

Goal Status
125% @ by 2024/25 32% @ during 2021/22

Note: The status disclosed above is the progress made at the end of the current
nancial year and is reported independently against the goal of the baseline year.
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Waste ande uent management

Relevance: Regulatory and brand reputation implications
and stakeholder expectations for plastic management

Approach

O |8l

Compliance with all regulatory requirements in

relation to responsible waste disposal.

Establishing a plastic waste reduction goal.
Initiatives

Reuse of treated wastewater for gardening and

general cleaning purposes at selected 'Keells' outlets.

Conducting regular water quality tests for outlets

to ensure that alle uents meet the requisite water
quality standards.

JKOA organised an awareness programme to educate
and encourage its customers on correct methods of
disposing e-waste.

Java ey
@% Plastic
Usage of single-use polythene bags at 'Keells' outlets by 2024/25

Goal Status
50% @ by 2024/25 35% @ during 2021/22

Usage of single-use packaging for fresh food by ensuring they are
reusable, recyclable or compostable by 2024/25

Goal Status
50% @ by 2024/25 58% @ during 2021/22

Note: The status disclosed above is the progress made at the end of the current
nancial year and is reported independently against the goal of the baseline year.

Indicators

Carbon Footprint (MT)

\
2020/21 ‘ 33,168
Water Withdrawn (m?)
\
2020/21 \ 254,861

Waste Disposed (kg ‘000)

2020/21 3,399

2021/22 3820 @ 12%

|




'Keells' Plastic Promise

In working towards its commitment of reducing single-use plastics
and packaging by 50 per cent by 2024/25, the Supermarket business

continued the following initiatives: Given the nature of operations, labour retention continues to be

a challenge for both the Supermarket and O ce Automation
Initiative Monthly impact businesses. Strong emphasis is placed on providing continuous
training opportunities with the aim of developing skills and improving
productivity of employees. Further, career development opportunities
are also provided to retain employees whilst establishing stringent
health and safety measures to facilitate a safe work environment.

‘Keells' green bags and eco-friendly
reusable bags

Continuation of BYOB (Bring Your
Own Bag) and BYOC (Bring Your
Own Container) initiatives, where a
Rs.4 discount was o ered per bag/
container.

Over 70 per cent of aluminium foil

boxes were substituted with kraft LD ey 2 e Supermarkets O ce Automation
boxes at food preparation counters at sold
el s ~30,000+ bags reused 3
Plastic cutlery were substituted with suy | Healthand safety
wooden cutlery at food preparation ~80,000+ plastic straws A Relevance: Ensuring a safe and healthy work environment
counters at 'Keells' outlets. reduced T for all employees which is pivotal for employee well-being.
i Value creation through improved productivity and reduced
Compostable bggs were provided ~500+ kg plastic collected ﬁi ol 2 oat Ig . _p o p : ty o
at sh, meat, fruit, and vegetable at 47 ‘Plasticcycle’ bins ealth and safety related incidences at the workplace
couqters ar'1d for Top crust bread located at 'Keells' outlets Approach
packing at 'Keells' outlets. Maintaining health and safety related processes and
Paper straws were made available at practices.
juice counters. Training and creating awareness.
As a part of the 'Plasticcycle’ the Initiatives
Gro.up‘s 5‘_)Cia| entrepreneurship Continuous occupational safety training programmes
project, bins were placed at 'Keells' were conducted for employees.
outlefs tc: ertl.cq:rage UEEIERS 12 Safety gear was provided for 5,110 sta in Supermarkets.
recycle plastic items.
yEEL In-store and digital safety awareness materials were
made available to sta .
SLSI 1672 certi cation was obtained for the COVID-19
safety management system at 123 'Keells' outlets.
clre [ vl Transport arrangements were provided to night shift
JMSL CO2 kg per sq. ft. of outlet area 314 306 employees at 'Keells' outlets.
JKOA CO2 kg per sq. ft. of o ce space 10.8 107 Random PCR and rapid antigen tests were conducted

for employees.

COVID-19 vaccination camps were conducted for
2021/22 | 2020/21 employees.

~650 employees completed the gender based
violence and child protection e-module under John
Keells Foundation (JKF)'s 'Project WAVE' (Working
Against Violence through Education).

JMSL water withdrawn - litres per sq. ft. of
outlet area 244.8 2345

Regular safety audits and awareness sessions were
2021/22 | 2020/21 conducted at 'Keells' outlets to ensure adherence to
all health and safety guidelines.

JMSL waste generated - kg per sq. ft. of

outlet areas 3.3 31 ISO 45001:2018 certi cation was obtained by the
Hokandara 'Keells' outlet for the occupational health
*Water usage and waste generated at JKOA are not disclosed as they are not and safety management system.

considered to be material. .
JMSL introduced a loyalty app for outlet sta through

the newly launched online engagement platform
which provides a range of bene ts such as in-store
discounts and attractive o ers through partnering
with other companies.
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Industry Group Review

Retail

Talent management

Relevance: To retain talent and continuously upgrade
skills of existing sta  to enable delivery of superior
customer service excellence

B
i

Approach

v Continuous training and development of employees.

v Driving employee diversity, equity and inclusion
(DE&I) initiatives.

Initiatives

v The retail management trainee programme was
conducted where selected recruits were o ered
the opportunity to fast-track career progression to
managerial positions.

v The 'Keells Retail Academy' digital learning platform
provided opportunities for both head o ce and
outlet sta to complete learning modules online and
enhance skills.

v Training was provided in collaboration with the
National Apprentice and Industrial Training Authority
(NAITA) at 'Keells' outlets.

v DE&l initiatives:

y Inclusion of the 'She Inspires Award' category at
JMSL's annual 'Head O ce Employee of the Year'
award ceremony with the aim of recognising
exemplary female role models.

y Mentorship programmes were 0 ered to select
female cluster HR managers for the preparation of
future responsibilities.

y A dedicated article 'Ladies of Keells' was
introduced in the JMSL newsletter featuring
female employees at 'Keells' and their
achievements.

y  Steps were taken to reduce gender gaps in non-
traditional roles, such as at meat counters.

Indicators
Training (Hours)

2020/21 158,962
[
Injuries (Number)
|
2020/21 26

Note: Mass scale recruitment campaigns carried out were successful in attracting
employees. As a result, the number of employees recruited during peak seasons were
substantially higher in comparisonto o -peak seasons which resulted in a higher
number of injuries of new recruits in tandem with increased level of operations. It is
pertinent to note that a majority of the injuries were minor in nature and no fatalities
were recorded in 2021/22.
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@ Social and Relationship Capital

The Retail industry group places importance on building mutually
bene cial relationships with its stakeholders, especially supply chain
partners given the need to maintain a continuous supply of products to
its customers.

The Supermarket business engaged in a range of initiatives to
disseminate knowledge and share best practices amongst its diverse
farmer community as well as promote sustainable farming initiatives.
This also contributed towards improving the livelihoods of communities
and development of the local economy.

Number of | Total annual | Total annual

farmers supply payment

(kg'000) | (Rs.million)

JMSL 2,162 24454 3,964

Businesses in the industry group annually assess signi cant suppliers,
including outsourced services, to gauge and remedy any negative
sustainability impacts, as applicable.

Signi cant Suppliers

Dry food product suppliers

Frozen and chilled product suppliers
Fresh meat suppliers

Vegetable and fruit suppliers
Household item suppliers

Third party tenants (within premises)

Janitors

< K KK K K KKK

Security

'Keells"'Govidiri' initiative in partnership with SAPP.

KFP and JMSL in partnership with JKF launched
John Keells 'Praja Shakthi' in Ja-Ela and carried
out preliminary needs assessments to identify
community livelihood options to increase the
yield and quality of SME-related production
whilst expanding potential markets.



[
:

2\

@

Supply chain and sustainable sourcing

Relevance: Ensure a continuous supply of raw
materials which reduces risk, enhances brand
reputation, and bene ts local businesses. Building
ongoing and sustainable relationships in order to
promote social responsibility and integration across
the supply chain

Approach

Building and maintaining relationships with
supply chain partners.

Development of sustainable agricultural
practices.

Initiatives

The Farmer Management System (FMS) of JMSL
supported over 4,000 farmers across the country
to ensure productivity.

JMSL continued to provide free technical
assistance via helplines to over 2,500 farmers.

Adedicated eldo cerengagedinall eld
visits and provided onsite consultations to
farmers across all collection centres.

JMSL commenced the eld implementation
of the 'Keells Govidiri' project during the year
under review. This initiative aims at ensuring
production consistency and availability of
selected fresh produce.

y Produce of 24 green houses were GAP (Good
Agricultural Practices) certi ed.

y JMSL in partnership with SAPP (Smallholder
Agribusiness Partnerships Programme)
supported 245 farms by establishing
productivity enhancement initiatives.

The 'Keells Podi Business Thena' project
extended support to small business owners and
vendors by allocating space to set up stalls at
car parks at select 'Keells' outlets.

The introduction of the 'Imperfect Vegetables'
range available across 63 'Keells' outlets,
supported farmers by reducing produce
returns whilst also providing customers a price
reduction of up to 20 per cent across the range.

JMSL facilitated the distribution of fertiliser and
most needed agrochemicals among farmers

to continue respective farming practices and
livelihood thereby bene ting over ~300 farmers.

A 36-hour, industry-related skill development
programme which was organised under JKF's
'Skill into Progress' (SKIP) during 2020/21 was
completed during the year under review

with 12 small to medium enterprise (SME)
suppliers of 'Keells' being empowered with
English communication skills. The virtual SKIP
programme initiated for a new batch of suppliers
during the reporting year had to be discontinued
due to challenges arising from the prevailing
socio-economic conditions in the country.

|
i
i

2\

@

Community engagement

Relevance: To promote social responsibility and integration
within the community

Approach

Building and maintaining relationships within diverse
communities.

Development of skills and employability of youth by
providing job opportunities.

Initiatives

185 disadvantaged school children were awarded English
and Information Technology (IT) scholarships under the
'English for Teens' initiative of JKF's English Language
Scholarship Programme.

Four students were awarded scholarships under JKF's
Higher Education Scholarship Programme to pursue higher
studies at State universities.

JMSL in collaboration with the JKF commemorated the
International Day for the Elimination of Violence Against
Women, by printing a public interest message containing
helplines on domestic violence on all 'Keells' supermarket
bills during a two-week period in December 2021.

Under JMSL's 'Say No To Food Waste' food redistribution
initiative, 108 'Keells' outlets in partnership with selected
non-pro t organisations redistributed consumable fresh
produce on a monthly basis among deserving communities.

JMSL in partnership with the Department of Marketing
Management of the University of Kelaniya, provided insights
on the retail industry of Sri Lanka. JMSL will collaborate

as a strategic partner in select degree programmes by
conducting lectures and knowledge sharing sessions, whilst
o ering internships and job placements.

KN95 facial masks and face shields were donated to ve
Government hospitals in an e ort to support the nation's
frontline workers and medical personnel.

248 students from nine schools in the Gampola, Mawanella
and Matale areas were provided books and stationery item
packs for the new academic year.

® JKF in partnership with KFP and JMSL launched John Keells
'Praja Shakthi' in Ja-Ela and conducted the following activities:

vy Needs assessments and identi cation of two livelihood
initiatives - namely livestock farming and the production
of spices - with the aim of increasing yield and quality of
production whilst expanding potential markets.

y  Conducted an awareness session on Substance Abuse
Prevention, especially through early childhood education,
bene ting a total of 48 Governmento cers.

Under JKF's 'Praja Shakthi' initiative in Ranala, JIMSL supported
'Batawela Ranliya Women's Society of Ranala' in manufacturing
paper-based products by purchasing Vesak lanterns and
gifting them to 'Keells' customers at selected outlets in the
spirit of supporting SME livelihoods a ected by the pandemic.

JKOA collaborated with JKF's John Keells Praja Shakthi Digital
Learning' pilot programme by providing 100 Samsung A8
tabs at discounted rates to selected disadvantaged children in
Colombo and Ranala to facilitate online education during the
pandemic. The tabs with data packages were distributed to
select students of Colombo and Ranala divisional secretariats.
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Industry Group Review

"l am the sole proprietor of Sethum products,

and | started this journey as a courageous mother
due to nancial di culties, with no academic
quali cations or computer knowledge. My business
was at its infancy when | started working with
'Keells' and | was fortunate to be part of the English pro ciency
programme organised by JKF. Before this programme, | was not
con dent to communicate in English. But this programme helped
me improve my English. | believe that this will help me to a great
extent in the future. | would like to thank 'Keells' for going beyond
business relationships and supporting their suppliers.

Kumari Rajakaruna —'Keells' SME Bene ciary of Skill into Progress (SKIP)

AR
<

—]
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Intellectual Capital

The Retail industry group constantly strives for excellence in product and
service quality whilst maintaining safety in its processes.

Product quality and responsibility

Relevance: Financial, regulatory, brand reputation and
business continuity implications

Approach
Formulation of new products and services.
Ensuring e ective and responsible marketing
communication.

Initiatives
JMSL obtained SLS 1432 (SMMS) certi cation for 117
outlets and SLS 143 (GMP) certi cation for 118 outlets.
Of the 405 stock keeping units sourced by JMSL for
private labelling;

y 57 per cent carried information of the ingredients
used

1 per cent carried information on raw materials sourced

y 47 per cent and 97 per cent carried information
on safe use, and responsible disposal of products,
respectively.

JKOA continued to be the authorised distributor of
mobile devices for Samsung in Sri Lanka, whilst also
maintaining a product portfolio of other world-renowned
brands such as Toshiba, Asus, and RISO.
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Industry Group Structure
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Cinnamon Hotels & Resorts
Colombo Hotels

vy Two hotels o ering ~28 per cent of the 5-star
room capacity of Colombo.
y 'Cinnamon Grand Colombo' - 501 rooms.
y 'Cinnamon Lakeside Colombo' - 346 rooms.

y 'Cinnamon Red Colombo) a lean luxury hotel
in Colombo - 243 rooms.

v 26 restaurants across the three properties.

Sri Lankan Resorts

v Resorts spread across prime tourist locations
in Sri Lanka, leveraging on the natural
diversity of the country.

y 8resort hotels.
y 1,022 rooms.

Maldivian Resorts

v Resorts located across the Maldives o ering
unigue experiences and panoramic views.
y 4resort hotels.
y 454 rooms.

=
=

vy Cinnamon Hotel Management Limited
(CHML), the hotel management arm of the

Hotel Management

Leisure industry group.

v Two destination management companies in
Sri Lanka:
y  Walkers Tours
y  Whittall Boustead Travel

Destination Management

Contribution to
the John Keells Group

8% (0%)

Revenue EBIT

19%

Capital Employed

33%

Carbon Footprint

Group Highlights

Management Discussion and Analysis

Inputs (Rs.million) 2021/22 | 2020/21 ‘ % ‘ 2019/20
Total assets 121,567 98,324 24 98,335
Total equity 59,539 52,907 13 59,409
Total debt! 28,634 20,743 38 16,034
Capital employed? 110,782 89,765 23 88,865
Employees (No.)? 4,195 3819 10 4542
Outputs (Rsmillion) | 2021/22 2020/21 | % 2019/20
Turnover* 18,962 5374 253 17,754
EBIT (46) (7,336) 99 (905)
PBT (1,281) (8527) 85 (1,540
PAT (1,302) (7,598) 83 (1,548)
EBIT per employee 0) () 99 0)
Carbon footprint (MT) 32,018 24,360 31 31,510

1. Excludes lease liabilities.

2.For equity accounted investees, capital employed is representative of the Group's equity investment in these

companies. This is inclusive of lease liabilities.
3. As per the sustainability reporting boundary.

4. Revenue is inclusive of the Group's share of equity accounted investees.
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Industry Group Review

Leisure

External Environment and Operational Review

Macroeconomic Update — Sri Lanka
Timeline: Encouraging Recovery from the Pandemic

_?AprZI TMay21  Tiun2i a2l  TAug2l |Sep2l |oOct2l |Nov2l |Dec2l

Mid-May

Third COVID-19 wave in Sri Lanka
which resulted in the imposition
of a ten day island-wide curfew.

Mid-August

Mid-June
Easing of restrictions resulting in the
gradual recovery of hotel operations.

Entry requirements for the country, such
as the removal of on-arrival PCRs, was
also relaxed for select tourist groups.

Early-October

Easing of restrictions within
Sri Lanka resulting in a
rebound in domestic travel.

Fourth COVID-19 wave in Sri Lanka which resulted in
the imposition of curfew and inter-provincial travel
bans in the country from 20 August to 1 October.

April 2022

Further relaxation of
entry requirements
to Sri Lanka.

| | | |
May — November

Select Group hotels operated as
intermediary care centres (ICC) whilst

others operated within the guidelines of
‘Safe & Secure Level 1 Hotels

June to Mid-September

Sri Lanka was added to the UK's
'COVID-19 travel red list' and
removed in mid-September 2021.

TJan 22 ?Feb 22 TMar 22

December onwards

Strong vaccinations drives, globally and
locally, coupled with increased leisure
travel globally contributed towards a
recovery of Sri Lankan tourism.

Mid-November

Sri Lanka commenced administrating the third dose
of the COVID-19 vaccination programme, as a booster
shot with almost entirety of the adult population was
vaccinated with two doses by this time.

Industry Highlights

102

As evident by the graph below, although tourist arrivals in CY2021 were impacted
due to multiple lockdowns in the rst half of the nancial year, arrivals demonstrated
a notable recovery in the second half of the year under review aided by rapid
vaccination roll-outs, both locally and globally, and increased global travel.

Tourist Arrivals to Sri Lanka
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y In the month of December 2021, arrivals surpassed the 90,000 mark for the rst
time in 20 months since the onset of the pandemic and 100,000 mark in March
2022, which is almost 50 per cent of pre pandemic levels.

v Tourist arrivals to Sri Lanka stood at 194,495 for CY2021, a 62 per cent decrease
against the previous year [CY2020: 507,704 arrivals].

y Total arrivals during January to April 2022 stood at 348,314 arrivals, a notable
increase against the 9,629 arrivals recorded in the corresponding period of last
year. For 2021/22, tourist arrivals stood at 470,200 arrivals, against 10,022 arrivals
recorded in 2020/21.

v Key source markets driving arrivals during CY2021 was India, followed by
Russia, the United Kingdom, Germany, and Ukraine.

v Arrivals from Russia and Ukraine witnessed a decline to the country, with the
invasion of Ukraine by Russia on 24 February 2022.

John Keells Holdings PLC | Annual Report 2021/22

COVID-19 Developments

In September 2021, debt moratorium granted
to the tourism sector was extended for a nine-
month period commencing from October 2021.

The grace period o ered on Saubhagya
COVID-19 Renaissance Facility for businesses by
the Central Bank of Sri Lanka (CBSL) was extended
from September 2021 to December 2021.

Awards

Sri Lanka continued to gain traction during the year,
securing numerous awards and accolades:

Ranked at the top of the world's "Wellness
Tourism Destination for 2021' by the Global
Wellness Institute.

Placed amongst CNN Travel's ‘20 Best Places to
Visit in 2022"

Secured second place in the 'Women Solo Travel
Index’

Accoladed as 'One of the Best Countries to

Travel' at the Conde Nast Traveller magazine
Readers Choice Awards 2021.

LD\D Refer Outlook section for details of the envisaged
LJ impact of the Russia-Ukraine crisis - page 136



Cinnamon Hotels & Resorts

During the rst half of the year under review, Sri Lanka experienced a rapid outbreak of a third

and fourth wave of COVID-19 cases, mainly as a result of the highly transmissible Delta variant,

with the number of daily cases and deaths across the country reaching peak levels. As a result, the
Government imposed intermittent island-wide quarantine curfews and travel restrictions to contain
the spread of the virus. The Government rolled-out an aggressive vaccination drive across the country
where almost the entirety of the population over 30 years of age was fully vaccinated by November
2021 which resulted in a signi cant decline in the number of daily cases and mortalities.

With this successful vaccination drive and easing of restrictions, the Group's Sri Lankan Leisure
businesses recorded a signi cant turnaround in performance on account of activity and consumer
trends being near 'normal’ since the onset of the pandemic in early CY2020. This was particularly
evident from December 2021 onwards, where business momentum gained encouraging traction
on the back of a notable resumption in tourism.

During the period of quarantine curfew and inter-provincial travel restrictions, the Sri Lankan hotel
properties were closed to the public whilst continuing proactive cost management initiatives and
e ective management of working capital requirements.

Key strategies rolled-out include:

Intermediate Care Centres (ICCs)

y 'Cinnamon Red Colombo ‘Cinnamon Citadel Kandy' and 'Hikka Tranz by Cinnamon'
operated as ICCs for the treatment of asymptomatic patients, during the peak of outbreaks
primarily to aid the short supply of hospital beds at the time, which also assisted to mitigate
the drop in revenue.

‘Safe & Secure Level 1 Hotels'

y 'Cinnamon Bentota Beach' and 'Cinnamon Bey Beruwala' operated as 'Safe & Secure Level 1
Hotels' and housed tourists arriving through the 'bio-bubble’ scheme.

Flavours by 'Cinnamon’

y  The Colombo Hotels segment continued its online food delivery platform 'Flavours' and
partnerships with third party delivery platforms, in order to cater to the demand for food
and beverage 0 erings.

Emphasis was placed on vaccinating sta engaged in leisure activities, with vaccination rates
being over 95 per cent within sta members at '‘Cinnamon Hotels & Resorts'

LDD Refer Outlook section for the envisaged impact of the ongoing macroeconomic crisis - page 136

Awards

‘Cinnamon Hotels & Resorts' was listed as a partner hotel by CNN.

‘Cinnamon Hotels & Resorts' obtained the United Nations Educational, Scienti ¢ and
Cultural Organisation (UNESCO) 'Sustainable Travel Pledge’ certi cate, becoming the rst
hotel chain in Sri Lanka to attain this status. The pledge by the UNESCO aims to promote
sustainable travel, community resilience and heritage conservation globally.

Colombo Hotels

The Colombo Hotels segment was signi cantly impacted by the imposition of lockdowns and

the closure of the airport, resulting in curtailment of activities, limitations on events. However, the
segment noted an encouraging recovery momentum across the quarters, particularly towards the
third quarter of 2021/22. The gradual resumption of tourism and business travel towards the latter
half of the year under review contributed towards the revival of the Colombo Hotels segment
with an increase in foreign tourists and domestic participation, including expatriates and business
delegates.

Group Highlights ~ Management Discussion and Analysis

Eolorlnbo 202122 | S \ g
otels g <
Q1 Q2 Q3 Q4 & S
N N
Average Room
Rate (USD) 61 54 71 77 70 64
Occupancy
(%) 6 20 39 52 29 3
Note:

+ Both Average Room Rates (ARRs) and Occupancy
excludes 'Cinnamon Red Colombo'

+ Given market circumstances and demand during
2021/22, the business only operated 242 rooms of
‘Cinnamon Grand Colombo! and the indicators
re ected above are on a base of 242 operational rooms.

Occupancy at 'Cinnamon Grand Colombo'
and 'Cinnamon Lakeside Colombo' were also
aided through group bookings for sporting
teams that visited the country under the
'bio-bubble’ scheme. Given the rapid outbreak
of COVID-19 cases, ‘Cinnamon Red Colombo'
was converted to an ICC for the treatment

of asymptomatic patients from April to
November 2021.

The segment also experienced a strong
recovery in banquet and restaurant activities
with the easing of restrictions. The segment
witnessed a signi cant pick-up in the number
of events and banquets, with restaurant
operations reverting to pre-pandemic levels,
particularly from December 2021 onwards.

FuzeBar at 'Cinnamon Bentota Beach'

Piers dining in 'Cinnamon Bentota Beach'
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Industry Group Review

Leisure

Cinnamon Life Colombo

The construction of the state-of-the-art hotel
'Cinnamon Life Colombo' is progressing well
where touts and interior designing of the
hotel rooms and common areas are currently
underway. The hotel, retail and entertainment
components of the 'Cinnamon Life Integrated
Resort' is scheduled for commencement of
operations, in a phased manner, in the rst half
of CY2023. This integrated project is expected
to transform the landscape of Colombo and
establish Colombo as a tourism hub given its
multi-use facilities and iconic design.

This multifaceted development will consist of
an 800-room hotel, 15 speciality restaurants,14
meeting facilities, along with many other hotel
amenities, retail, and entertainment spaces, in
addition to two residential apartment towers
andano ce tower.

LDD Refer the Property industry group review
for a discussion on the construction
progress of the ‘Cinnamon Life Integrated
Resort'- page 114

Given the iconic nature of the hotel and retail
components of the property, and the dynamic
challenges entailing a project of this size,

the business continued to recruit employees
with requisite skills for the operation of

an integrated resort of this nature whilst
implementing training and skill development
platforms.

Discussions with key tenants of the retail
mall continued during the year, with various
alternatives being considered for the retail
space to ensure unique attractions and

0 erings.

Sri Lankan Resorts

Whilst the imposition of inter-provincial travel
restrictions during lockdown periods curtailed
domestic tourism signi cantly during mid-
May and mid-August, the hotels witnessed a
resumption of domestic travel post the easing
of restrictions in movement. Domestic tourism
was a key catalyst that resulted in all properties
in the Sri Lankan Resorts segment recording
an encouraging increase in month-on-month
occupancy, particularly in the second half of
the year under review.

Sri Lankan Resorts 2021/22 2021/22  2020/21
Q. Q2 @ Q4

Average Room Rate (USD) 50 38 82 93 78 62

Occupancy (%) 18 18 35 57 32 16

The segment continued to review the trends of both international and domestic travel during
the year under review, and expanded operations accordingly. '‘Cinnamon Bentota Beach' and
‘Cinnamon Bey Beruwala' operated as 'Safe & Secure Level 1 Hotels' under the guidelines and
protocols stipulated by the Sri Lanka Tourism Development Authority (SLTDA) and accommodated
tourists arriving through the 'bio-bubble' scheme until May 2021. 'Cinnamon Bey Beruwala'

also operated under the 'bio-bubble' scheme during the rst 15 days of August 2021. As noted
previously, ‘Cinnamon Citadel Kandy' and 'Hikka Tranz by Cinnamon' were operated as ICCs for
the treatment of asymptomatic patients. ‘Cinnamon Citadel Kandy' operated as an ICC from April
to October 2021 while 'Hikka Tranz by Cinnamon' operated as ICC from May to September 2021.
In tandem with the resumption of international tourism and evolving regulations, operations
were realigned, and performance continued to recover to 'normal’ levels on the back of 'pent up'
demand for leisure travel from various markets.

'Hikka Tranz by Cinnamon' re-opened in May 2021 following the completion of structural repairs
carried out during 2020/21.

The lean luxury segment of ‘Cinnamon Hotels & Resorts', ‘Cinnamon Red Colombo' is set to expand
with the launch of '‘Cinnamon Red Kandy;, a joint venture with Indra Traders (Private) Limited,
which is under construction with concrete work currently underway. The Group is envisaged to
hold a 40 per cent stake of the equity component, whilst the management of hotel will fall under
the purview of the Hotel Management sector at a total investment cost of ~Rs.6.00 billion. Slated
for completion in the rst half of 2023/24, the hotel will feature 216 rooms and amenities including
an expansive rooftop bar and a swimming pool amongst others.

Awards
v 'Most Valuable Hospitality Brand in Sri Lanka 2021' by Brand Finance Sri Lanka.

v 'Sustainability and Social Responsibility' award for the 'Cinnamon Travel Pledge’ initiative
awarded at the Paci c Asia Travel Association (PATA) Gold Awards 2021.

'Hikka Tranz by Cinnamon' re-opened in May 2021 following the completion of structural repairs.
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) ) Maldivian Resorts
Macroeconomic Update — The Maldives . . )
The Maldivian tourism industry continued
Industry Highlights

Despite pandemic related disruptions during CY2021, the revival of tourism in the
Maldives was extremely encouraging.

y  The public health emergency for the COVID-19 pandemic which was announced on
12 March 2020 and extended several times, was revoked on 13 March 2022.

vy Upon lifting the health emergency status in March 2022, the mask requirement in the
Maldives was limited to islands with an active COVID-19 outbreak; PCR tests are also
not required for entry.

y  The Maldives was added to the UK's 'COVID-19 travel red list' on 13 May and removed
on 22 September 2021.

vy The Government of the Maldives also imposed a series of inter-island travel bans
and travel bans on speci ¢ countries such as India, South Africa and other African
countries.

Despite these challenges, since re-opening its borders in July 2020, the Maldives has
been successful in managing the spread of COVID-19 through the implementation of
strict health protocols and rapidly vaccinating sta employed in tourism industry. Such
initiatives coupled with a recovery in the global travel industry, contributed to an uptick
in tourism as evident below.

Tourist Arrivals to the Maldives
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Itis noted that despite the drop in its largest source market China on account of various
challenges in Chinese outbound travel, the Maldives was successful in attracting new
source markets such as India and Russia which compensated for the loss in Chinese tourists.

The momentum in arrivals continued with over 427,000 tourists visiting the Maldives
between January and March 2022, despite the ongoing Russia-Ukraine crisis.

LDD Refer Outlook section for the envisaged impact of the Russia-Ukraine crisis - page 136

The new International Passenger Terminal Building at the Velana International Airport is
currently underway. This transformation enables the airport to handle up to 7.5 million
passengers annually and addresses the space constraints faced by the existing terminal.
Construction of this project is set to be completed by CY2022.

On 7 April 2022, the Maldivian Ministry of Tourism and the United Nations Development
Programme (UNDP) signed the ‘GOM-UNDP Reimagining Tourism' project which aims to
transform Maldivian tourism with emphasis on diversi cation and enhanced community
engagement.

Group Highlights  Management Discussion and Analysis ~ Governance

its strong recovery, where the performance

of Group hotels was higher than anticipated.
This was also evident from the continuous
momentum of forward bookings in the
Maldives, which demonstrated a signi cant
‘pent up' demand for leisure travel. Occupancies
and ARRs reached pre-pandemic levels during
the fourth quarter of the year under review,
supported by arrivals from both traditional and
new source markets.

As evident from the table below, the segment
recorded an encouraging recovery across the
guarters, where occupancies were above the
industry average of 56 per cent for CY2021.

By the fourth quarter of 2021/22, ARRs of the
Group properties recovered to pre-pandemic
levels.

Maldivian ‘

2021/22 | 3 \ 3
Resorts < S
Q1 Q2 3 Q4 § S
N N

Average Room
Rate (USD) 259 262 344 423 333 349

Occupancy

(%) 48 76 83 89 75 27

With the onset of restrictions on Chinese
outbound travel, active measures were
adopted to attract other source markets such
as India, Russia, UK, Germany, and South Africa
to compensate for the shortfall of Chinese
tourists; especially as China is one of the main
source markets for the Maldives. The ongoing
Russia-Ukraine crisis had a minimal impact

on the performance of the Maldivian Resorts
segment as the drop in Russian tourists during
the fourth quarter was o set with an increase
in British tourists.

LDD Refer Outlook section for the envisaged
u impact of the Russia-Ukraine crisis - page 136

The segment also enhanced its digitisation
strategies through the implementation of

a revenue management tool, which placed
emphasis on yield maximisation through the
identi cation of market trends.
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Leisure

Awards

v The Maldivian Resorts segment was awarded the 'Corporate Maldives Gold 100 Gala'
award as one of the leading 100 companies of the Maldives in CY2021.

Platinum beach bungalow at 'Cinnamon Hakuraa Huraa Maldives.

Destination Management

Whilst the operating environment of the Destination Management business was signi cantly
impacted by the pandemic, the re-opening of Sri Lanka's borders resulted in an encouraging
revival of interest for inbound travel, particularly in the luxury segment and foreign independent
travellers (FIT). Walkers Tours continued to establish ties with key Indian inbound travel partners,
with the aim of strengthening regional networks and widening its presence in the Indian market.
To this end, Walkers Tours further strengthened its luxury and wellness o erings under its sub
brands ‘Artravele' and 'Ayu' by engaging in sales visits and familiarisation tour programmes
targeting high-end travel agencies and wellness operators, which augured well in tandem with
the pickup in tourist arrivals. The sector expanded its digital strategy and footprint by increasing its
online B2B booking segment and rolling out various digitalisation initiatives aimed at improving
response times and internal e ciencies.

=
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The launch of the EmpowHer Network.

106  JohnKeells Holdings PLC | Annual Report 2021/22

'‘Cinnamon' Events and Promotions

‘Cinnamon’ events were curtailed to an extent
in the year under review given the pandemic
related challenges. However, some key
initiatives during the year included:

v 'One Island, A Thousand Treasures,
destination promotion campaign was
conducted by 'Cinnamon Hotels &
Resorts' with the goal of promoting Sri
Lanka as a 'must visit' travel destination
showcasing unique places, people, and
experiences. These stories were promoted
via digital platforms in order to engage an
international audience through curated
and programmatic digital marketing, to
encourage travellers to visit and experience
Sri Lanka.

v 'Cinnamon Hotels & Resorts' along with
John Keells Holdings PLC established
the 'EmpowHer Network' to provide an
enabling environment for women to
excel not only in their jobs but also allow
them to pursue their passions outside
the workspace, thereby establishing
'Cinnamon' as more than just a workplace.

v The 'Classic Car Run' was organised by
‘Cinnamon Bentota Beach' in partnership
with the Classic Car Club of Ceylon to
bring together enthusiasts of the quaint
artistry of the past, where over 35 classic
car owners joined the run starting from
‘Cinnamon Lakeside Colombo' parading
through a pre-planned route to 'Cinnamon
Bentota Beach'

y 'Cinnamon Hotels & Resorts' in
collaboration with 'Cinnamon’ Nature Trails
conducted a webinar series encouraging
participants to explore the natural wonders
of Sri Lanka.

The 'EmpowHer Network'
provides an enabling
environment for women

to excel not only in their

jobs but also allow them to
pursue their passions outside
the workspace, thereby
establishing 'Cinnamon’ as
more than just a workplace.



Capital Management Review

The section that ensues discusses the performance of the industry group during the year under review, under the key forms of Capital applicable for

the industry group.

A\ Financial and Manufactured Capital

Income Statement Indicators

Rs.million | 2021/22  2020/21 %
Revenue*

Colombo Hotels 4,052 1,631 148
Sri Lankan Resorts 2,871 958 200
Maldivian Resorts 10,398 2,706 284
Destination Management 1,610 67 2,295
Hotel Management 31 12 152
Total 18,962 5,374 253

*Including share of revenue of equity accounted investees.

As outlined in detail in the Operational Review, with the easing of
COVID-19 restrictions and resumption of tourist arrivals to Sri Lanka,
the Sri Lankan Leisure businesses recorded a signi cant turnaround
in performance.

The Maldivian Resorts segment continued its strong recovery where
occupancies and average room rates reached pre-pandemic levels. It
is pertinent to note that the segment is well positioned to capitalise
on this opportunity given that the full complement of inventory in all
four resorts in the Maldives is available, following the refurbishments
and reconstruction just prior to the pandemic.

With the easing of restrictions, the Colombo Hotels witnessed
asigni cant pick-up in the number of events whilst restaurant
operations have reverted to pre-pandemic levels.

The notable increase in revenue of the Destination Management
segment was driven by the luxury segment and the aforementioned
resumption in tourist arrivals to the country.

The Hotel Management segment recorded an increase in revenue
as a result of higher management fees and marketing fees given the
improvement in performance across the hotels, as outlined above.

Rs.million | 2021/22 202021 %
EBITDA*

Colombo Hotels 60 (1,370) 104
Sri Lankan Resorts (206) (1,347) 85
Maldivian Resorts 3,617 (227) 1,692
Destination Management 30 (279) 111
Hotel Management 389 (349) 212
Total 3,890 (3,572) 209

* Note that EBITDA includes interest income but excludes all impacts from foreign
currency exchange gains and losses, to demonstrate the underlying cash operational
performance of businesses.

Share of results of equity accounted investees are shown net of all taxes.

Group Highlights

Rs.million | 2021/22  2020/21 | %
PBT*

Colombo Hotels (536) (1,943) 72
Sri Lankan Resorts (1,448) (2.421) 40
Maldivian Resorts 233 (3378) 107
Destination Management 186 (312) 160
Hotel Management 284 (473) 160
Total (1,281) (8,527) 85

* Share of results of equity accounted investees are shown net of all taxes.

The primary drivers for the continued recovery in pro tability were
the aforementioned factors impacting revenue.

It should be noted that all segments across the industry group
recorded a positive EBITDA and PBT in the fourth quarter of the year
under review.

Various cost saving mechanisms were implemented focusing on the
liquidity position of all segments within the industry group.

The Maldivian Resorts segment recorded an increase in the lease
amortisation charge for the year on account of the translation impact
given its US Dollar denomination.

The recurring EBITDA of the industry group, excluding fair value
gains/losses on investment property, amounted to Rs.3.78 billion, a
205 per cent increase against the previous year [2020/21: negative
Rs.3.59 billion].

Interest expenses recorded an increase during the year under review
due to increased borrowings across the industry group.

Balance Sheet Indicators

Rs.million 2021/22 = 2020/21 %
Assets

Colombo Hotels 36,046 34,754

Sri Lankan Resorts 20,280 18,809

Maldivian Resorts 61,355 41,888 46
Destination Management 2,014 1,223 65
Hotel Management 1,873 1,650 14
Total 121,568 98,324 24

Note: The above does not include the asset base of ‘Cinnamon Life Colombo' nor the
retail space at the ‘Cinnamon Life Integrated Resort.

The industry group continued to curtail its investments in capital
expenditure, to the extent possible, due to the COVID-19 pandemic
and the volatile macroeconomic environment.

'Hikka Tranz by Cinnamon' recorded an increase in assets due to the
capitalisation of refurbishment costs which was completed during
the year.

Trade and other receivables increased across the industry group
owing to the resumption in operational activities.
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Leisure

v Nuwara Eliya Holiday Resorts (Private) Limited disposed its land
during the year under review for a consideration of Rs.362 million.

J
Natural Capital

The Leisure industry group operates in accordance with the Group's
Environmental policies and the 'Cinnamon'’ sustainability strategy to
ensure operations are conducted in a responsible manner with minimal
impact to the environment whilst adhering to international standards
and best practice.

v The increase in assets in the Maldivian Resorts segment stems from
the increase in leasehold property due to the translation impact
given its US Dollar denomination.

v The depreciation of the local currency resulted in the Destination
Management segment recording an exchange gain on US Dollar
denominated debtors and foreign currency cash balances.

Debt* The Leisure industry group has set sustainability goals to be
Colombo Hotels 1,638 1,018 61 achieved by 2024/25. The goal and reduction in usage against the
Sri Lankan Resorts 6,201 4491 38 2018/19 baseline is depicted below to consolidate and maintain its
Maldivian Resorts 19257 13741 40 SUGETEL Y [FEOTErEE:
Destination Management 395 353 12 Note: In arriving at the status for the year for each of the indicators, the absolute
| 114 variation against the base year has been calibrated tore ect the level of activity
Hotel Management 143 1139 0 in the baseline year, for a like with like comparison. The status disclosed below is
Total 28,634 20,743 38 reported independently by each year against the goal of the baseline year.

*Excludes lease liabilities. f\ @
@’ Energy Water

v The industry group obtained term loans and overdraft facilities in
order to sustain working capital requirements and to lesser extent,
fund maintenance related capital expenditure which contributed to
the increase in debt. Debt facilities for working capital purposes were
primarily at the Colombo Hotels segment and at ‘Cinnamon Bentota =
Beach: @% Plastic

Goal Status Goal Status
-4% 55% -1% 33%
(not achieved) (not achieved)

v Certain hotels and resorts obtained loan moratorium extensions for Goal Status
the Saubhagya COVID-19 renaissance loan whilst others commenced

loan repayments during the year under review.

The increase in debt in the Maldivian Resorts segment stems from
the increase in lease liabilities due to the translation impact given
its US Dollar denomination, as there were no new leases obtained
during the year under review.

-50% single = -6% single
use plastic | use plastic

Note: Due to the intermittent lockdowns and travel restrictions on account

of the COVID-19 pandemic, the number of guest nights reduced at a higher
proportionate than the reduction in energy and water usage, thereby distorting
the performance against the set goals. The performance will be monitored

continuously.

y  Lease liabilities as at 31 March 2022 stood at Rs.22.61 billion [2020/21:
Rs.16.12 billion]. Total debt including leases stood at Rs.51.24 billion as
at 31 March 2022 [2020/21: Rs.36.86 hillion].

Water and e uent management
Relevance: Regulatory and brand reputation implications
Approach

vy Regular monitoring and responsible discharge of
e uents

v Adhering to water reduction goals.

Initiatives

y  Continued to maintain onsite e uent treatment
plants at hotels that are unable to discharge e uent
into common municipal sewerage lines.

vy ~86,000 litres of water was saved annually
at 'Habarana Village by Cinnamon' through
improvements in water xtures.

y  Continued the reuse of treated water for gardening
and farming at select hotel properties.

y Ensured all e uents met the requisite water quality
standards prior to discharge.

y 'Cinnamon Bentota Beach' and 'Cinnamon Lakeside
Colombo' continued to maintain rainwater
harvesting systems.

'Habarana Village by Cinnamon.
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Energy and emissions management

Relevance: Financial implications, stakeholder
expectations of sustainable tourism practices, regulatory
requirements, brand image, and reputation

Approach
Implementing and improving energy e ciency.
Use of renewable energy sources.

Alignment with international best practice and
standards.

Adhering to energy reduction goals.

Initiatives

Ongoing replacement of traditional air conditioner
units with inverter type units at hotels, which resulted
in ~20,500 kWh of energy savings.

Improved the Variable Frequency Drive (VFD) speed
in the main kitchen at 'Cinnamon Grand Colombo'
contributing~16,400 kWh of energy savings.
Optimised the operating hours across the Building
Management System (BMS) at ‘Cinnamon Lakeside
Colombo' resulting in energy savings of 197,184 kWh.
Optimised chiller set-points at ‘Cinnamon Lakeside
Colombo' resulting in 108,000 kWh of energy savings.
~1,083,292 kWh of renewable energy utilised through
the generation of solar power by the industry group.

Walkers Tours Limited (WTL):
y Continued to be certi ed as a carbon neutral eet
by Carbon Neutral UK.

y Invested in a local renewable energy project to
o setits carbon footprint by the equivalent 2,000
tons of carbon.
y 71 per cent of the vehicle eet were hybrid
vehicles.
Complied with all tolerance levels stipulated under
the environmental protection license (EPL).
Maintained the I1SO 14001:2015 Environmental
Management System certi cation at all hotels and WTL.

Waste management
Relevance: Regulatory and brand reputation implications
Approach

Compliance with all regulatory requirements for
responsible waste disposal.

Adhering to plastic waste reduction goals.

Initiatives

Continued the generation of biogas using food waste
at 'Cinnamon Wild Yala, 'Cinnamon Citadel Kandy"
and 'Habarana Village by Cinnamon'.

WTL in collaboration with 'Plasticcycle’, placed plastic
collection bins at Southern Expressway exit points
collecting ~1,000kg of plastic waste for recycling.

500 reusable water bottles were provided to clients
of WTL.

‘Cinnamon Lakeside Colombo' continued its compost
initiative where 4,900 kg of compost was produced
using food waste. The compost was used to grow
organic produce for use in meals.

Hotels replaced plastic cutlery and stirrers, and plastic
bottles with wooden cutlery and stirrers, water
dispensers and glass bottles, respectively.

Fused Light-Emitting Diode (LED) bulbs at ‘Cinnamon
Citadel Kandy' were repaired which resulted in a 69
per cent reduction of e-waste.

Site launch at the 'Cinnamon Rainforest Restoration' Project.

Group Highlights

Biodiversity conservation and promotion

Relevance: Regulatory and brand reputation implications
and maintaining the value proposition of the destination

Approach
Conservation of biodiversity and awareness creation.

Initiatives

©® 'Cinnamon Hotels & Resorts' in partnership with
John Keells Foundation (JKF), Ruk Rakaganno (The
Tree Society of Sri Lanka) and the Forest Department
of Sri Lanka launched the 'Cinnamon Rainforest
Restoration Project’ which undertook the restoration
of a degraded 59 Acre plot in Suduwelipotha, a land
in proximity to the Sinharaja Forest Reserve, over
an initial period of three years. Ground clearance,
preparation and planting activities were initiated
during the year.

Volunteers from WTL participated in the 'Nurdle
Free Lanka Volunteer Campaign' contributing 261
volunteer hours collecting over 1,122 kg of nurdles.
The campaign focused on removing plastic pellets.

‘Cinnamon Grand Colombo' conducted video
awareness campaigns in relation to the international
biodiversity day and ocean day.

Management Discussion and Analysis
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Proximity to biodiversity and its features — Sri Lankan Resorts

Cinnamon Citadel Kandy -«

Mahaweli river and freshwater ecosystems, adjacent to
property

Extent of Site (km?) - 0.0234

*JUCN Category 4 - Habitat/ Species Management Area

Cinnamon Bey Beruwala »

Marine ecosystem, adjacent to property
Extent of Site (km?) - 0.045
*JUCN Category 2 - National Park

Cinnamon Bentota Beach «

Marine ecosystem, adjacent to property
Extent of Site (km?) - 0.0446
* |UCN Category 2 - National Park

Hikka Tranz by Cinnamon . ©
Marine ecosystem, adjacent to property @
Subsurface Land at Site (km2) - 3,600
Extent of Site (km2) - 0.0176
*JUCN Category 2 - National Park

Note: All properties have obtained EPLs.
Unless explicitly speci ed, subsurface land at site (km2) - Nil.
*Protected through the Flora and Fauna Protection Ordinance 1937.

Proximity to biodiversity and its features — Maldivian Resorts

. Cinnamon Dhonveli
Maldives

Marine ecosystem,
adjacent to
property

Extent of Site (km?2)
-0.1496

Trinco Blu by Cinnamon

Marine ecosystem, adjacent to property
Extent of Site (km?) - 0.1143
* |UCN Category 2 - National Park

Ellaidhoo Maldives by « ©

Cinnamon @ « Cinnamon Velifushi
Marine ecosystem, Maldives
adjacent to Marine ecosystem,
property adjacent to
Extent of Site (km?2) property
-0.0556 Extent of Site (km?2)

-0.05351

Note: Subsurface land at site (km?) -Nil.

» Cinnamon Hakuraa
Huraa Maldives

Marine ecosystem,
adjacent to
property

Extent of Site (km?2)
-0.0543

Protected through The Environmental Protection and Preservation Act.

Volunteers from WTL participated in the 'Nurdle
Free Lanka Volunteer Campaign' which focused

on removing plastic pellets.
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@ « Habarana Village by Cinnamon
Minneriya tank sanctuary, 15 km away from property
Extent of Site (km?) - 0.0378
*JUCN Category 2 - National Park
< Cinnamon Lodge Habarana
Minneriya tank sanctuary, 15 km away from property
Extent of Site (km?) - 0.1031
*|UCN Category 2 - National Park
* Cinnamon Wild Yala
@ Yala national park, adjacent to property
Extent of Site (km?) - 0.0405
*JUCN Category 2 - National Park
Indicators
2021/22 2020/21
Sri Lankan Resorts CO2 kg per guest night 39.71 66.89
Maldivian Resorts CO2 kg per guest night 39.26 9721
Colombo Hotels CO?2 kg per guest night 86.12 42840
Destination Management CO2 kg per client
serviced 4.25 3991
2021/22 2020/21
Sri Lankan Resorts water withdrawn - litres
per guest night 1,403 2,264
Maldivian Resorts water withdrawn - litres
per guest night 1,184 2,679
Colombo Hotels water withdrawn - litres
per guest night 1,761 8,069
2021/22 2020/21
Sri Lankan Resorts waste generated — kg per
guest night 2.55 313
Maldivian Resorts waste generated — kg per
guest night 494 852
Colombo Hotels waste generated — kg per
guest night 3.76 18.09

Note: The per guest night reduction in indicators have been driven by higher levels of

operational activity during the reporting year.



Indicators

Carbon Footprint (MT)

2020/21

2021/22

Water Withdrawn (m?)

2020/21

2021/22

|

|

Waste Disposed (kg ‘000)

2020/21

2021/22

NG

|

24,360
32,108 @ 32%
624,528

890308 @ 43%

1,339

2393 @ 7%

Carbon
Footprint (MT)

65

Destination
Management

12,746

Colombo Hotels

149

Hotel Management

Solar panels at 'Ellaidhoo Maldives by Cinnamon'.

Group Highlights

9,409

Sri Lankan Resorts

9,798

Maldivian Resorts

Management Discussion and Analysis

As a service-based industry group, the e ective management of Human
Capital is of paramount importance to maintain service standards of
the 'Cinnamon’ brand. The industry group continues to invest in the
workforce to build a professionally trained and competent sta cadre to
deliver an unparalleled customer experience.

Human Capital

The Leisure industry group facilitates its employees with a safe working
environment through education, awareness, and training on safety
practices in the workplace.

Training and talent retention

Relevance: Retaining talent and upgrading skills of
existing sta towards delivering superior customer
service and quality

Approach
v Continuous training and development opportunities.

Initiatives
v Provided 41 hours of training per employee.

v All properties continued to o er classroom and
on-the-job training to all employees to enhance skills,
productivity, and service quality.

v 'Cinnamon Lakeside Colombo' created a NAITA
(National Apprentice and Industrial Training Authority)
training centre which provided students opportunities
to gain exposure on hotel operational aspects.

v All properties encouraged female participation in the
workforce, working towards committed diversity goals.

v Training programmes were conducted at hotels with
the aim of accelerating career progression:

y Graduate Management Acceleration Programme
(GMAP) for heads of departments to progress
towards senior managerial positions.

y  Supervisory Talent Enhancement Programme
(STEP) for associates to progress towards
supervisory roles.

y Talent Acceleration Programme (TAP) for
supervisory level sta to progress towards
executive positions.

y Management Programme (MAP) for executive sta
to progress towards head of department levels.

1,816

Number of 1,525

Employees Colombo Hotels Sri Lankan Resorts
151 177 703
Destination Hotel Management Maldivian Resorts
Management
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Health and safety

Relevance: Ensuring safe working conditions are
provided for all employees to minimise occupational
health and safety incidents

Approach

Maintaining health and safety related processes and
practices.
Training and creating awareness.

Initiatives
Food handlers at all hotels were provided
comprehensive training on food safety and hygiene
to ensure quality standards are maintained.
Conducted regular rstaid, re awareness and
emergency evacuation training at all hotels.
ISO 45001:2018 occupational health and safety
standards certi cation was maintained by hotels.
ISO 22000:2018 certi cation on food safety was
maintained by hotels.
‘Safe & Secure' certi cate of compliance issued by the
Sri Lanka Tourism Development Authority (SLTDA) was
obtained by all Sri Lankan hotels and resorts and WTL.
Continued workplace safety protocols such as, guest
health declarations, temperature checks, and regular
sanitisation of high-risk areas.
Training on COVID-19 safety measures was
conducted for 250 chau eur guides by WTL.
WTL conducted a series of comprehensive rst aid
training for jeep suppliers.
Employees across all hotels completed the e-module
on gender based violence which was facilitated
under JKF's Project "WAVE' (Working Against Violence
through Education).

Indicators
Training (Hours)

[
2020/21 124,376

2021/22 172,775 @ 39%

Training Per Employee (Hours)

\
2020/21 33

2021/22 41 D 24%

Injuries (Number)

|
2020721 ‘ 10

2021/22 21 D 110%
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@ Social and Relationship Capital

The industry group strives to ensure sustainable value creation by
empowering the community and recognising the importance of
building stakeholder relationships by engaging with its operational
communities and supply chain partners and working towards the
development of the local economy.

The signi cant suppliers within the industry group are:

Signi cant Suppliers - Cinnamon Hotels & Resorts
Amenities
Food and beverage suppliers
Travel agents and travel websites
Casual workers

Signi cant Suppliers - Destination Management
Hotels and other accommodation providers
Contracted retail stores
Freelance national guides
Jeep and boat suppliers
Foreign travel agents and tour operators
Outsourced eet

Supply chain and sustainable sourcing

Relevance: Assessing and educating signi cant suppliers
to ensure mitigation of negative impacts with respect to
~ environment, labour, and human rights aspects

Approach
L E Building and maintaining relationships with supply
@. chain partners.

Engaging with signi cant supply chain partners
to encourage environmental friendly and socially
responsible activities.

Initiatives

Supporting local economies through sourcing local
produce and other outsourced services.

Audits were conducted on key suppliers of
‘Cinnamon Hotels & Resorts' and the central
purchasing o ce.

44 suppliers participated in the awareness sessions
which were carried out covering topics such as
quality, environmental practices and health and
safety.

Food handlers at all hotels were provided
comprehensive training on food safety and
hygiene to ensure quality standards are
maintained.
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Community development

Relevance: Engagements with the community to reduce inequality, enhance skills and build
mutually bene cial relationships

Approach
Building and maintaining relationships with diverse communities.
Developing skills and employability of youth by providing job opportunities.
Initiatives

© JKF in partnership with the International Finance Corporation (IFC) and ‘Cinnamon Life Colombo'
formalised plans for a Street Market in Colombo 2 which is aimed at addressing:

y Absence of an existing platform for the provision of food by street vendors conforming to
public health and hygiene standards.

y Increase the participation of women in the hospitality and tourism sectors.

Under JKF's business-centric community empowerment initiative John Keells 'Praja Shakthi' -
Hikkaduwa, 'Hikka Tranz by Cinnamon' partnered with JKF on the following:

y  Continuing to support 13 women engaged in the batik craft to enhance their skills and
market access.

y Commenced a series of design thinking workshops facilitated by industry trainers together
with a tour of the hotel.

y Assisted participants in establishing sustainable market linkages with ‘Artravele’ - the luxury
brand of WTL.

© 'Cinnamon Grand Colombo' was the venue partner for JKF in the launch of the Colombo phase of
the John Keells Praja Shakthi Digital Learning Initiative' in collaboration with Deutsche Bank, JKOA,
Dialog Axiata PLC under which tabs and data packages were presented to 50 disadvantaged school
children, enabling access to online learning.

JKF in collaboration with CHML and the Colombo Municipal Council (CMC) continued its
initiative to improve the livelihoods of street vendors operating in the vicinity of Colombo 2
through upskilling and complying with the regulatory framework. Based on a sustainability
assessment conducted on street vendors operative at Galle Face in collaboration with the CMC,
suitable training will be provided to street vendors by a team including the chefs at ‘Cinnamon
Hotels & Resorts' The proposed training content was designed and shared with the CMC during
the year towards nalising content and implementing training at a more conducive time.

JKF in partnership with '‘Cinnamon Lodge Habarana' and WTL carried out entry level needs
assessment in advance of the launch of John Keells 'Praja Shakthi' in Habarana.

173 English and IT scholarships were awarded to disadvantaged school children in Habarana,
Kandy, Trincomalee, Hikkaduwa, Yala and Beruwala under the 'English for Teens' initiative of JKF's
English Language Scholarship Programme.

A total of ten higher education scholarships were o ered to students from Hikkaduwa.

WTL and Whittall Boustead continued to collaborate with JKF in its supply chain management
initiative 'Skill into Progress' (SKIP) which is aimed at upskilling identi ed supplier groups

in a pandemic challenged context. A 36-hour customised English programme designed in
collaboration with the Destination Management sector was completed by 40 chau eur guides
demonstrating commendable skills and con dence levels.

‘Cinnamon Hotels & Resorts' carried out the following community service programmes;

y 'Cinnamon Red Colombo' donated essential dry rations and food items to the Gamini Matha
Elders' home and linens to the National Cancer Institute.

y 'Cinnamon Lodge Habarana' and 'Habarana Village by Cinnamon' renovated the Horiwila
ayurvedic medical hospital.

y 'Cinnamon Citadel Kandy' assisted in the renovation of an adjoining temple and the
construction of asta meal room at the Kandy Municipal Council.

Under JKF's Project WAVE (Working Against Violence through Education), a training refresher was
conducted for 16 pre-trained master trainers from ‘Cinnamon Hotels & Resorts' towards increasing
motivation and creating awareness on child protection in Sri Lanka.
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Industry Group Structure g
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Property Development

v Development and sale of residential
and commercial properties under three
segments; 'Luxe Spaces’ 'Metropolitan
Spaces' and 'Suburban Spaces.

vy Ongoing projects: ‘Cinnamon Life Integrated
Resort' development and 'Tri-Zen' a
development based on smart living in the f
heart of the city.

v Previous projects: 'OnThree20', '7th Sense on
Gregory's Road, 'Monarch’, and 'Emperor"

v Development of holiday homes at 'Victoria
Golf and Country Resort' in Rajawella, Kandy.

000000

Real Estate

v Rental of commercial 0 ce space.

y Management of the Group's real estate
within the city.

v Ownership and operation of the ‘Crescat
Boulevard' mall and 'K-Zone' malls in
Moratuwa and Ja-Ela.

y  Operation of the 18-hole champion golf
course and management of the land bank in
Rajawella, Kandy.

Contribution to
the John Keells Group

Inputs (Rs.million) 2021/22 | 2020/21 ‘ % ‘ 2019/20
17% 149 Total assets 276754 196882 41 162928
Revenue EBIT Total equity 166,895 108,406 54 98118
Total debt! 102,260 59,492 72 41,954
Capital employed? 269,155 167,898 60 140,073
45% 1% Employees (No.)? 260 272 @) 278
Capital Employed Carbon Footprint
Outputs (Rsmillion) | 2021/22 2020/21 | % 2019/20
Turnover* 41,476 1,910 2,072 1,395
EBIT 2,879 (92) 3,214 565
PBT (847) (136) (521) 462
PAT (986) (276) (257) 326
EBIT per employee 11 0) 3,358 2
Carbon footprint (MT) 733 770 (5) 814

1. Excludes lease liabilities.

2.For equity accounted investees, capital employed is representative of the Group's equity investment in these
companies. This is inclusive of lease liabilities.

3. As per the sustainability reporting boundary.

4. Revenue is inclusive of the Group's share of equity accounted investees.
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External Environment and Operational Review

Macroeconomic Update

The construction sector accounted for 6.1 per cent of Sri Lanka's GDP in CY2021 [CY2020:
6.2 per cent].

The Land Valuation Indicator for Colombo District, compiled by the Central Bank of Sri
Lanka (CBSL), reached 155.1 in the rst half of CY2021, an increase of 9.5 per cent against
the comparative period [CY2020 1H:141.6, CY2020 2H:145.2]. The residential, commercial,
and industrial sub-indices contributed to this increase.

In April 2022, the Government introduced a scheme to issue ve to ten year long-term
residence visas to foreigners that invest a minimum of USD 75,000 in condominium
properties.

Connectivity

The New Kelani Bridge (NKB) named 'Golden Gate Kalyani' was declared open in
November 2021, linking the city of Colombo with the Bandaranaike International Airport
and the Port of Colombo.

Central Expressway

y The second phase of the Central Expressway from Mirigama to Kurunegala was
declared open in January 2022.

vy The Central Expressway is expected to be completed by CY2024.

Ruwanpura Expressway

y  Surveying activities on the stretch from Ingiriya to Pelmadulla in the Ruwanpura
Expressway commenced during the year.

y The rststretch from Kahathuduwa to Ingirya of the Ruwanpura Expressway is
expected to be completed by CY2023.

Construction of the Port Access Elevated Highway commenced during the year. The
proposed highway entails ve on and o -ramp facilities and provides a direct link to the
city of Colombo and the Port of Colombo from the Colombo-Katunayake Expressway via
the NKB, and also extends to the expressway network.

Preliminary work relating to the construction of the four-lane elevated highway from the
NKB to Athurugiriya via Rajagiriya continued during the year. The project will be fully foreign
funded on a design build nance operate maintain and transfer (DBFOMT) basis.

In July 2021, Port City Colombo gained legal status to operate and function as a Special
Economic Zone (SEZ).

Operational Performance

The pandemic related disruptions continued to present a series of challenges to the Property
industry group, including impacts to construction activities, accessibility to labour and availability

of construction materials, particularly during lockdown periods. However, given that the

businesses were better equipped in managing such e ects as previous restrictions and lockdowns
had imparted learnings and experience in better navigating the e ects of the pandemic, along
with the rapid vaccination drive, the businesses were able to minimise impact, in comparison to

2020/21.

Constraints in labour and rising construction costs continued to be a challenge for the industry.
In addition, notable challenges which materialised towards the tail end of the year under review,
such as steep rises in material costs and the fuel and electricity crisis exerted pressure on business

performance.

Group Highlights ~ Management Discussion and Analysis

The industry witnessed notable cost pressures
in lieu of:

Global supply chain constraints due to the
pandemic, such as, challenges in booking
containers and longer delivery times due
to multiple transits.

The shortage of foreign exchange in Sri
Lanka resulted in substantial delays and
constraints in opening letters of credit (LCs)
for building materials and components.

Import restrictions causing di culties in
sourcing materials.

Layered tax and tari systems for
construction material.

Depreciation of the domestic currency and
in ationary pressures.

Despite the challenges, demand towards real
estate assets increased signi cantly during
the year under review aided by the prevailing
low interest rate regime, where consumers
were able to access to long-term funding at
attractive rates which also induced a shift in
funds from other asset classes to real estate
assets. This was particularly evident in the
metropolitan segment and within the suburbs
of Colombo, given its value proposition and
connectivity. Demand was further augmented
towards the latter end of the year under
review, given that real estate assets were
exploited as a hedge against in ation.

The commercial real estate market also
witnessed an improvement during the year.
Occupancies at A-Grade commercial spaces
remained encouraging despite ‘work from
home' arrangements. Whilst mall operations
were a ected by lockdowns, the easing of
restrictions and increase in tourist arrivals
contributed to a gradual improvement.

Cinnamon Life Integrated Resort

The year under review marks the
commencement of revenue and pro t
recognition from the completion and handover
of the residential apartments and o  ce towers
of the 'Cinnamon Life Integrated Resort'
project, a signi cant milestone considering

the long gestation period of the project. Whilst
COVID-19 restrictions imposed during mid-May
and mid-August impacted the momentum

of construction at 'Cinnamon Life Integrated
Resort, particularly the mobilisation of labour,
the available resources and e orts were
continually re-planned and re-organised to
ensure the completion of the residential and the
0 ce towers, for handover as planned.
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With the handover of the residential towers and the rest of the complex nearing completion, there
was an upsurge in sales interest, with eight units sold in the fourth quarter of the year.

'The O ces at Cinnamon
Life Integrated Resort'

'The Residence
at Cinnamon Life
Integrated Resort'

'The Suites at
Cinnamon Life
Integrated Resort'

Structure 39-storey tower 45-storey tower 30-storey tower features
features a total of 196  features a total of 231  four oors sold outright,
apartment units. apartments units. six oors reserved for car

park and the remaining 20
oors allocated for rent.

Number of units 115 units. (59 per cent 152 units. (66 per cent Four oors. (100 per cent

sold as at 31 of total units) of total units) of outright oors sold)

March 2022

Revenue and Since the rst quarter  Since the fourth During the third quarter of

pro trecognition of 2021/22. quarter of 2021/22. 2021/22.

‘The O ces at Cinnamon Life' entered into a lease agreement in August 2021 with a leading global
technology company, HCL Technologies (HCL), to occupy ten oors of the Grade-A o ce building, with
an option to occupy an additional ten  oors of the building within a pre-agreed time. In December 2021,
HCL occupied ve oorsin December 2021 which triggered the commencement of the recognition of
the recurring revenue fromthe o - ce space. Afurther ve oors were occupied in May 2022, bringing the
total occupancy to ten oors. Given the prevailing macroeconomic uncertainty, HCL has informed that
the option of taking the additional ten  oors will not be exercised, at this juncture of time. Discussions
with prospective tenants for the o - ce space will take place for the remainder of the ten oors.

Discussions with key tenants of the retail mall continued during the year, with various options being
considered for the retail space to ensure unique attractions and o erings.

The momentum of construction at ‘Cinnamon Life Integrated Resort' is progressing well, where the
hotel, retail and entertainment components are in the nal stages of construction. The t outs and
interior designing of the hotel rooms and common areas are currently underway. Operations of the
hotel, branded 'Cinnamon Life Colombo! retail and entertainment components are scheduled to
commence, in a phased manner, in the rst half of the CY2023, which will result in the generation of
signi cant recurring cash ows for the Group once operations ramp up.

LDD Refer the Leisure industry group for a discussion on the hotel and retail components - page 101

‘The Residence
at Cinnamon Life
Integrated Resort'

< Handed over
during the fourth
quarter of 2021/22.

'The O cesat
Cinnamon Life
Integrated Resort'

Operations - rst
half of CY2023 ina

Handed over
phased manner.

" during the
third quarter of
2021/22.

'The Suites
at Cinnamon
Life Integrated
Resort'

< Handed over

during the
rst quarter of

2021/22.
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The USD 395 million syndicated loan facility

at ‘Cinnamon Life Integrated Resort, which
was due for repayment by July 2022, was
successfully re nanced in December 2021
through a USD 225 million long-term loan
facility and a six-month bridging facility of

USD 100 million. The USD 225 million facility
was concluded at a rate similar to the previous
facility taking into account step-down pricing
mechanisms based on pre-agreed triggers. The
facility isa ve-year loan with a two-year grace
period and back-ended capital payments. The
USD 100 million bridging facility was structured
in order to align with the maturity date of July
2022 under of the original facility.

Interior areas at The Residence at Cinnamon Life
Integrated Resort'

Common areas at 'The Suites at Cinnamon Life
Integrated Resort.

With the handover of the
residential towers and the
rest of the complex nearing
completion, there was an
upsurge in sales interest, with
eight units sold in the fourth
quarter of the year.



Tri-Zen

Positioned within the 'Metropolitan Spaces'
segment of the industry group, 'Tri-Zen' an
891-unit condominium located at the heart

of the city focuses on a ordable, smart,

and e cient living solutions. Although the
imposition of quarantine curfew presented
challenges in sourcing labour and labour
mobilisation during periods of movement
restrictions, the sales momentum and interest
towards 'Tri-Zen' continued to strengthen with
pre-sales substantially increasing during the
year, particularly in the fourth quarter which
had record sales. This was particularly in lieu

of real estate assets being considered the
preferred investment choice on account of the
low interest rate regime that prevailed during
the year. The Rupee pricing model which
mitigates the risk of uctuating exchange rates
for buyers, continued to augur well for sales.

Construction at the 'Tri-Zen' site continued to
progress well during the year, achieving the
milestone of completing structural work of all
three towers with a 'topping-o ' ceremony
was held in January 2022. The mechanical,
electrical, plumbing work and t outs are
currently underway, with the overall project
scheduled for completion in mid-2023.

Cumulative Sales

659 units

2020/21: 342 units

Town houses and villa developments at RHL.

Mall Operations

In November 2021, the newly revamped
'Crescat Boulevard' was launched o ering a
revitalised, upmarket shopping and dining
experience to consumers. Since its re-

launch, the business was able to secure lease
tenants at an encouraging pace. Accordingly,
occupancy as at the fourth quarter of 2021/22
was at ~70 per cent.

Group Highlights

Rajawella Holdings Limited (RHL)

The Group's initial real estate products under RHL, which includes scenic land parcels, town houses
and villa developments, are branded under three segments i.e., 'Peacock Valley', 'Sunrise Ridge'

and 'Mara Ridge' based within the 'Victoria Golf and Country Resort' in Digana. Interest towards
RHL's real estate products were encouraging during the year with all land plots in 'Peacock Valley'
and 'Mara Ridge' fully sold by the second quarter of 2021/22. 'Sunrise Ridge', luxury holiday homes
located alongside the golf course, also gained encouraging traction with ~80 per cent of holiday
homes sold as at 31 March 2022.

In addition to products earmarked under 'Peacock Valley, 'Sunrise Ridge' and 'Mara Ridge, RHL
possess a vast land bank within the 'Victoria Golf and Country Resort' in Digana. This land parcels
hold prospects for future leisure linked development opportunities, especially given the expected
appreciation of the land value with the second phase of the central expressway being declared
open and the completion of the central expressway in CY2024.

Awards

v 'Victoria Golf and Country Resort' was awarded the ‘Best Golf Course in Sri Lanka 2021" by
World Golf Awards.
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The newly revamped 'Crescat Boulevard' was re-launched during the year.
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Vauxhall Land Developments Limited (VLDL)

As disclosed in the JKH Annual Report 2020/21 and as per the terms of
the transaction, the Group acquired the balance 13.3 per cent equity
stake of VLDL from Finlays Colombo Limited (FCL) for a consideration of
Rs.2.99 billion in September 2021. This purchase was an extension to the
transaction that materialised post FCL exercising its option to divest its
holding as provided under the joint development agreement entered into
in 2018. Accordingly, VLDL is now a fully owned subsidiary of the Group.

The contiguous 9.38 acre property is one of the largest privately held land
banks in central Colombo and is within a proposed zoning area identi ed
under the Beira Lake Development Plan of the Urban Development
Authority (UDA). The strategic location in the heart of Colombo city allows
for a large-scale development with views over the Beira Lake.

This property is a part of the Group's land banking strategy, where
strategic land parcels were identi ed in order to capitalise on
opportunities arising in the real estate and property development
industry. A development project has been earmarked for this property,
subject to market conditions, once 'Tri-Zen' reaches a certain level of
completion, to ensure a steady cycle of revenue recognition through
the planned monetisation of the Group's land bank. In furtherance of
this strategy, the master planning and development strategy continued
during the year under review.

Capital Management Review

The section that ensues discusses the performance of the industry group
during the year under review, under the key forms of Capital applicable
for the industry group.

A\ Financial and Manufactured Capital

Income Statement Indicators

Rs.million | 2021/22  2020/21 %
Revenue*

Property Development 41,102 1612 2,450
Real Estate 374 298 26
Total 41,476 1,910 2,072

*Including share of revenue of equity accounted investees.

Property Development

Revenue from the 'Cinnamon Life Integrated Resort' was recognised
during the year post the completion and handover of all sold
residential and commercial units. The project accounted for ~85 per
cent of the total revenue in the industry group.

Revenue growth was further driven by the encouraging sales
momentum witnessed in the 'Tri-Zen' project amounting to Rs.5.74
billion during the year under review [2020/21: Rs.1.30 billion].

Real estate sales at RHL also contributed to revenue, with all land
plots in 'Peacock Valley' and 'Mara Ridge' fully sold by the second
quarter of 2021/22.

Revenue from the operation of the 18-hole champion golf course at
RHL recorded an improvement due to a resumption in activities since
the pandemic.
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Real Estate

The increase in revenue in the Real Estate sector is primarily
attributable to the resumption in mall operations post the easing of
restrictions. The malls were closed during select periods of the year
given restrictions in movement.

The 'Crescat Boulevard' which was closed for refurbishment on 31
December 2020 was reopened in November 2021

Rs.million 2021/22 = 2020/21 | %
EBITDA*

Property Development 2,724 160 1,605
Real Estate 241 (177) 236
Total 2,965 (17) 17,191
PBT**

Property Development (1,030) 76 (1,453)
Real Estate 183 (212) 186
Total (847) (136) (521)

*Note that EBITDA includes interest income but excludes all impacts from foreign
currency exchange gains and losses, to demonstrate the underlying cash operational
performance of businesses.

**Share of results of equity accounted investees are shown net of all taxes.

Discussions on EBITDA are inclusive of fair value gains/losses on
investment property (IP). The Group is of the view that fair value
gains/losses on IP are integral to the industry group's core operations,
given the land banking strategy of the Property industry group and
the view of monetising such land through development and sales.

However, given the current market conditions and uncertainty,

the steep depreciation of the Rupee and the outlook on US Dollar
linked rental for commercial space, as a prudential measure,
Waterfront Properties (Private) Limited (WPL) reassessed the fair
value of the o ce spaces at the 'Cinnamon Life Integrated Resort,
and accordingly recognised an impairment loss of Rs.4.90 billion on
its investment property. As outlined under the Group Consolidated
Review, this has been adjusted for in arriving at the recurring
performance of the industry group.

Accordingly, the recurring EBITDA of the industry group amounted
to Rs.7.87 billion, a notable increase over the previous year [2020/21.
negative Rs.17 million].

Performance driven by the Real Estate sector was primarily on
account of the resumption in mall activities and fair value gains
recorded in certain businesses within the sector.

Excluding the aforementioned IP loss at WPL, the fair value gains/
losses on IP for the industry group amounted to a gain of Rs.614
million in 2021/22 in comparison to the loss of Rs.291 million in
2020/21. The fair value loss on IP of Rs.349 million recorded in
2020/21 at 'Crescat Boulevard' reduced to a loss of Rs.42 million

in 2021/22, contributing to the increase in EBITDA during the year
under review.

Revenue from the 'Cinnamon Life Integrated
Resort' was recognised during the year post the
completion and handover of all sold residential
and commercial units.



Balance Sheet Indicators

Rs.million 2021/22 = 2020/21 %
Assets

Property Development 265,204 185,803 43
Real Estate 11,550 11,079 4
Total 276,754 196,882 41

The increase in assets of the industry group is primarily driven by the
Property Development sector, on account of project related costs

pertaining to the '‘Cinnamon Life Integrated Resort' which is captured

under other non-current assets as work-in-progress costs. The
relevant costs pertaining to the commercial tower at the 'Cinnamon

Life Integrated Resort' were recognised under investment property as

at 31 March 2022.

The USD 395 million syndicated loan facility at '‘Cinnamon Life Integrated

Resort, which was due for repayment in July 2022, was successfully

re nanced in December 2021 through a USD 225 million long-term loan

facility and a six-month bridging facility of USD 100 million.

During the year under review, debt at 'Cinnamon Life Integrated
Resort' increased by Rs.42.56 billion to Rs.101.41 billion [2020/21:
Rs.58.86 billion], primarily due to the translation impact of its foreign
currency denominated syndicate debt facility given the steep
depreciation of the domestic currency towards the latter end of the
year under review.

Jl
Natural Capital

The industry group places signi cant emphasis on minimising the
impact of its operations on natural resources. Continuous e orts and
initiatives are rolled-out to reduce its energy and water usage within its
businesses, whilst operating within the Group's Environmental policies
and industry best practice.

" Energy and emissions management

00 Relevance: Financial, regulatory, and brand reputation
implications

=
([}

Approach

9

Implementing and improving energy e ciency.
Use of renewable energy sources.
Initiatives

Installation of a Variable Frequency Drives (VFD)
chiller at 'Crescat Boulevard' resulting in an annual
saving of ~ 360,000 kWh.

E cient usage of energy through continuous
replacement of existing uorescent lamps with light
emitting diode (LED) lighting.

Continued operation of the biogas plant at RHL
which generates renewable energy from organic
waste.

2020/21

2021722

" Water and waste management

QO Relevance: Implications on brand image and
environment, compliance with Government and
industry regulations

Approach

Compliance with all regulatory requirements in
relation to responsible waste disposal.

Conservation of water.
Initiatives

Implemented the drip irrigation system at 'K-Zone
Ja-Ela’ which uses harvested rainwater.

WBL continued to use condensed water from air
conditioners for irrigation.

Continued disposal of plastic and e-waste through
contracted third-party recyclers.

7,452 kg of paper waste recycled.

Restructuring the road at 'Crescat Boulevard'

facilitated by 'Plasticcycle' through ‘AGC Innovate|
using Plastic Modi ed Asphalt Concrete (PMAC).

Continued segregation of waste into colour-coded
bins at cafeterias and garbage collection points in
WBL and MKL.

—

Waste

RHL aims to reduce its waste to land Il by 80%, against the 2018/19
baseline.

Goal Status

80% © by 2024/25 99% @ during 2021/22

Note: The status disclosed above is the progress made at the end of the current

nancial year and the performance measured against the goal will be reported
independently of each year against the goal of the baseline year.

Indicators

Carbon Footprint (MT)

2020/21 770

Waste Disposed (kg ‘000)

39

|
|

8 @3
——————————
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Industry Group Review

Property

The industry group continued its focus on training and development
initiatives to ensure the development of employees. The industry
group customised activities as per job requirements and training was
conducted virtually considering limitations due to the pandemic.

e
§
£

Health and safety

Relevance: Monitoring occupational health and safety
incidents and practices. Assessing the risks arising from
its business model of utilising third party construction
contractors, and implications on brand image

=
b
B

B

Approach

Maintaining health and safety related processes and
practices.

Training and creating awareness.
Initiatives

ISO 45001 health and safety surveillance audits
and internal audits were carried out to ensure
maintenance, housekeeping, and security at all malls.

Health and safety internal audits were carried out at
head o ce, WBL and MKL in order to maintain a safe
workplace.

Training sessions were conducted onsite including
on-the-spot, special and refresher trainings,

re ghting, emergency evacuation for workers at the
construction sites.

Continued veri cation of food hygiene standards at
malls through regular food sample tests.

Dengue preventive activities were carried out to
ensure a safe working environment.

First aid, re safety, food hygiene, basic health and
safety training provided to employees.

Zero incidences of injury were reported during the
year under review.

Continued preventive measures were taken to
control the spread of COVID-19.

Indicators

Training (Hours)

2020/21 1,053

2021/22 ‘ 244
|

Q77%
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Training Per Employee (Hours)

2020/21 4

2021/22 ‘ 1
\

@ 75%

An Arts workshop for children and youth at the De Mel Park Community Centre,
Colombo 2.

Fire safety training at 'Crescat Boulevard.

@ Social and Relationship Capital

The industry group continued its e orts to maintain and strengthen
relationships with its diverse stakeholders. Additional e orts were made
to support the community on challenges faced due to the COVID-19
pandemic.

Signi cant Suppliers - Property Development
Construction contractors

Architects and interior designers

Signi cant Suppliers - RHL
Food and beverage and amenities suppliers
Travel agents and travel websites

Casual employees



B

@i

Community development

Relevance: Proactive community engagement towards
building trust and promoting brand image

Approach

Building and maintaining relationships among
diverse communities.

Development of skills and employability of youth by
providing job opportunities.

Initiatives

The Property industry group in collaboration with
John Keells Foundation (JKF) continued its public-
private partnership with Sri Lanka Railways for the
18t consecutive year to refurbish and maintain the
historic Slave Island railway station in Colombo.
During the year, partial refurbishment was initiated
while routine maintenance services were provided to
the railway station.

Continued to support JKF's initiatives under John
Keells 'Praja Shakthi' project in Colombo 2 by:

y Assisting in ongoing needs assessment and
planning of capacity development activities
to support street vendors engaged in catering
services in collaboration with the Colombo
Municipality Council.

y  Supporting the conduct of strategic needs
assessments for 'Metro Homes Residencies'
(adjacent to 'Cinnamon Life Integrated Resort')
including the identi cation and sourcing of
security measures for the housing complex
following a request for support by the 'Metro
Homes Residencies.

v Supporting the establishment of a Child Resource
Centre at the De Mel Park Community Centre,
Colombo 2 in collaboration with ChildFund Sri Lanka.

Under John Keells Praja Shakthi' project in
Nithulemada, RHL continued its collaboration

with JKF and the Provincial Ministry of Education
to establish a pre-school in the village adjoining
the 'Victoria Golf and Country Resort' Survey

and demarcation of the related land have been
completed while plan clearance has been initiated.

English and Information Technology scholarships
were awarded to 37 school children under the
‘English for Teens' initiative of JKF's English Language
Scholarship Programme.
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Industry Group Review

U
g@ Financial Services

Industry Group Structure @

Insurance 1 P

vy Comprehensive life insurance solutions : : v =
through Union Assurance PLC (UA). i1
v General insurance solutions through Fair rst
Insurance Limited (FIL). | ”

| =0 |

Banking L - 1=

v End-to-end banking solutions through '
Nations Trust Bank PLC (NTB).

vy Network of branches for corporate, retail, !
and small and medium enterprise (SME)
clients. — e

= il

y Sole acquirer of the agship centurion : =
product range of American Express cards
in Sri Lanka.

y Largest issuer of credit cards in Sri Lanka.

/7

—

Stock Broking

v Stockbroking services through a leading
stockbroking company in Sri Lanka, John
Keells Stock Brokers (JKSB).

vy Number of trade execution relationships : g
with high-net-worth individuals, - (=2
institutional investors, leading foreign
securities houses and retail clients via an
‘online trading portal’

Inputs (Rs.million) 2021/22 | 2020/21 ‘ % ‘ 2019/20
Total assets 74,248 76,080 2) 60,058
Contribution to Total equity 17,100 19,465 (12) 18376
the John Keells Group Total debt! 161 143 12 331
Capital employed? 17,705 19,906 (12) 18,972
0 0
10 A) 24 A) Employees (No.)? 822 824 (0) 877
Revenue EBIT
Outputs (Rsmillion) 2021/22  2020/21 | % 2019/20
3% 1% Turnover* 24,149 20,890 16 19,675
Capital Employed Carbon Footprint EBIT 5,000 3,360 49 2,755
PBT 4,995 3,360 49 2,755
PAT 4,314 2,497 73 2,222
EBIT per employee 6 4 49 3
Carbon footprint (MT) 885 992 (12) 1,388

1. Excludes lease liabilities.

2.For equity accounted investees, capital employed is representative of the Group's equity investment in these
companies. This is inclusive of lease liabilities.

3. As per the sustainability reporting boundary.

4. Revenue is inclusive of the Group's share of equity accounted investees.
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External Environment and Operational Review

Sri Lanka's nancial services industry recorded an 8 per cent
growth in CY2021 [CY2020: 11 per cent] and contributed 9 per
cent to GDP during the year [CY2020: 9 per cent].

The insurance industry recorded total assets at Rs.879.8 billion in
CY2021, an 11 per cent growth against the previous year [CY2020:
Rs.789.7 billion], while gross written premium (GWP) noted a 12
per cent increase to Rs.233.8 billion [CY2020: Rs.208.2 billion].

The life insurance industry recorded a 21 per cent growth in GWP
during CY2021, amounting to Rs.124.74 billion [CY2020: Rs.103.03
billion]. The growth in premiums were primarily driven by growth
in single premiums, regular new business premiums and renewal
premiums which grew by 59 per cent, 29 per cent and 15 per cent,
respectively.

Private sector credit growth increased to 13.1 per cent in CY2021
[CY2020 6.5 per cent] which was driven by the accommodative
monetary policy stance adopted during the year.

Industry gross non-performing loans (NPL) reduced to 4.5 per cent
in CY2021 in comparison to 4.9 per cent recorded in CY2020.

The All Share Price Index (ASPI) of the Colombo Stock Exchange
(CSE) recorded a 80.5 per cent gain in CY2021, the highest annual
return recorded since CY2010, whilst the Standard and Poor's

Sri Lanka 20 (S&P SL20) index noted a 60.5 per cent increase in
CY2021, which is the highest ever recorded [CY2020: negative 10.2
per cent].

Daily average turnover of equity stood at Rs.4.89 billion in CY2021,
a 157 per cent increase against the previous year [CY2020: Rs.1.90
billion], primarily driven by high domestic investor participation.

The CSE revised the index calculation methodology of the ASPI to
afree oatadjusted market capitalisation weighted index e ective
24 January 2022 onwards (previously the ASPI was a full market
capitalisation weighted index).

The CSE enabled local entities incorporated in Sri Lanka to issue
and list foreign currency denominated shares on the CSE subject
to prede ned conditions, including requirements on foreign
currency revenue generation.

The revised Security Exchange Commission (SEC) Act No. 19 of
2021 amended the Central Depository Systems (CDS), Automated
Trading Systems (ATS), listing and stockbroker rules of the CSE to
facilitate the implementation of the Delivery Versus Payment (DVP)
settlement mechanism which enhanced the margining model
facilitating multi-currency trading.

The CSE and the SEC commenced a project to launch a Central
Counter Party (CCP) system for equities which will signi cantly
enhance the post-trade risk management of the equity market.

Key Policy and Regulatory Highlights

Since January 2021, the Central Bank of Sri Lanka (CBSL) increased
the Standing Deposit Facility Rate (SDFR) and the Standing
Lending Facility Rate (SLFR) twice by a total of 200 basis points
each with the rates at 6.5 per cent and 7.5 per cent as at March
2022, respectively, whilst the Statutory Reserve Ratio (SRR) was
increased by a total of 200 bps to 4 per cent as at March 2022.
Subsequently in April 2022, the SDFR and SLFR were increased by
700 basis points to 13.5 per cent and 14.5 per cent respectively on
the back of in ationary pressures, driven by demand-pull in ation,
domestic supply disruptions, foreign exchange challenges and
global increases in commodity prices.

The grace period o ered on Saubhagya COVID-19 Renaissance
Facility for businesses was extended till 31 December 2021.

Are nance scheme to support state owned enterprises (SOE) was
introduced.

The CBSL implemented many guidelines to limit the out ow of
foreign currency from the banking system, such as a 100 per cent
cash margin requirement on selected imports, restrictions on
forward rate contracts, mandates issued for all licensed banks to
convert a speci ed proportion of foreign currency received via the
general public through export proceeds and worker remittances
to the CBSL.

Policy interventions on market driven aspects such interest rate
caps continued during the year.

The Financial Intelligence Unit of Sri Lanka (FIU) rolled-out
regulations aimed at introducing additional measures to mitigate
the emerging money laundering/terrorist nancing risks, especially
to address the third wave of the COVID-19 pandemic.

The Insurance Regulatory Commission of Sri Lanka (IRCSL)
introduced regulations stipulating the maximum commission rates
payable to insurance brokers and insurance agents by an insurer.

Value added tax (VAT) on nancial services were increased from 15
per cent to 18 per cent from January 2022 onwards.
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Industry Group Review

Operational Review
Insurance

UA recorded an 18 per cent growth in GWP,
primarily driven by a 42 per cent increase
in regular new business premiums, which
in turn, resulted in UA being placed as the
second largest regular new business producer
in the industry. Renewal premiums noted a
12 per cent growth re ecting the recovery to
normalised premium payment patterns whilst
rst year premiums demonstrated a 42 per
cent growth, well above the industry average
growth of 29 per cent.

The agency channel continued to be the
primary channel contributor to revenue
contributing 81 per cent to GWP and
recording a 15 per cent growth during

the year under review. The business also
continued to strengthen its bancassurance
channel which recorded a growth of 27 per
cent in comparison to the previous year.

To this end, UA extended its long-term
partnership with NTB and entered into a
partnership with Standard Chartered Bank.
UA further strengthened its partnerships
with multiple leading banks consolidating its
position as a leading bancassurance provider
in the country. The alternate channel, which
acts as a complementary channel to the
agency and bancassurance channels, recorded
a growth of 34 per cent.

Net investment income recorded a growth of
5 per cent in CY2021 [CY2020: 10 per cent.

The business continued to maintain a strong
solvency position, despite the volatile market
with the Capital Adequacy Ratio (CAR) at 228
per cent as at CY2021, which is signi cantly
above the minimum 120 per cent CAR
threshold stipulated by the IRCSL. Total assets
under management stood at Rs.70.76 billion
as at CY2021, a 13 per cent growth against the
comparative year [CY2020: Rs.62.60 billion].
UA's investment portfolio stood at Rs.59.33
billion recording a 13 per cent growth in
CY2021 while the Life Fund, which is backed
by reputed re-insurers with an international
credit rating of 'A-' or above, recorded a 17 per
cent growth to Rs.48.91 hillion.

Underwriting and net acquisition costs
increased by 33 per cent to Rs.2.84 billion

on account of strong growth in regular new
business premiums. Claims and bene ts to
policyholders recorded a 22 per cent increase
to Rs.4.61 billion [CY2020: Rs.3.79 billion] on the
back of maturity payouts in accordance with
the contractual obligations and an increase in
surrender payouts due to adverse economic
conditions.
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'Fri-Mi' launched several new digital features.

'Union Smart Life' was launched during the year.

The Life Insurance business recorded a surplus of Rs.1.60 billion [CY2019: Rs.825 million] as per the
actuarial valuation carried out at the end of the year. The distribution of a one-o surplus of Rs.3.38
billion - attributable to non-participating and non-unit fund of unit linked business, which was
transferred from the life policyholder fund to the life shareholder fund in 2017/18 based on the
directive dated 20 March 2018 issued by IRCSL - continues to remain restricted subject to meeting
governance requirements stipulated by the IRCSL and can only be released upon receiving
approval from the IRCSL.

UA also established the SLFRS-17 steering committee to ensure strategic, tactical, and operational
readiness for the implementation of SLFRS-17, which included implementing a SLFRS-17 roadmap.

During CY2021, UA continued its 'digital rst' business model in line with its mission of positioning
itself as the foremost digital life insurance company in Sri Lanka. The 'Clicklife’ self-servicing

app, a turnkey end-to-end digital insurance solution launched in CY2020 continued to perform
beyond expectation providing customers greater remote accessibility with added service features.
Digitisation initiatives during the year included:

Launch of 'Union Health 360’ a health insurance solution that covers a wide range of health
protection needs for the entire family.

Launch of 'Union Smart Life} an investment product which also provides long-term protection
and an attractive return at maturity.

‘Most Innovative Digital Insurance Company and Digital Innovative Sri Lanka' at the
International Business Magazine Awards 2021.

'Best Workplace in the Insurance Sector' and 'Most Innovative Insurance Services Provider'
at the Global Economics Awards 2021.

'Best Life Insurance Company Sri Lanka 2021} 'Most Admired Insurance Company of the
Year - Sri Lanka' and 'Digital Insurance Innovation of the Year 2021' at the World Economic
Magazine Awards 2021.

‘Domestic Life Insurer of the Year - Sri Lanka' and 'New Insurance Product of the Year -
Sri Lanka' at the Insurance Asia Awards 2021.

'Sri Lanka's Best Customer Service Insurance Provide' at the International Finance Awards 2021.

Winner of 'Great Place to Work' title for the 9" consecutive year as well as the 'Best Place to
Work in Asia 2021 title.

Banking

NTB continued to adapt to challenging circumstances during the year under review by delivering
customer-centric solutions, continued stability and record pro tability aided by the digitisation of
processes and optimisation of risk-reward dynamics.

The deteriorating external nancing position coupled with a decline in tourism earnings and
remittances impacted Sri Lanka's foreign exchange reserves, which compelled the CBSL to
introduce several measures to limit foreign currency out ows from the banking system. Although
such policy interventions are deemed necessary during periods of uncertainty, reverting to a more
market driven approach is required once the current volatility settles.

124 JohnKeells Holdings PLC | Annual Report 2021/22



NTB continued to adopt a cautious and selective approach to lending, refocusing on segments

of the economy that are anticipated to have upside potential and critical to the economy such as
export oriented and local manufacturing sectors. Through this focused strategy, NTB was able to
secure an 18 per cent growth in loans and advances. The growth in net interest income (NIl) was 3
per cent as a result of regulatory caps on interest rates on selected products and conscious e orts
to optimise risk-reward dynamics through increasing exposure to wholesale banking. The relatively
slower NIl growth, against a portfolio expansion of 18 per cent led to a net interest margin of 3.9
per cent for CY2021 [CY2020: 4.1 per cent].

Despite the lacklustre economic conditions and increased provisioning requirements stemming
from the downgrade of the sovereign rating, the Bank was able to improve its credit quality, with
impairment charges declining by 3 per cent in CY2021. Gross hon-performing loans (NPL) ratio
declined to 4.9 per cent [CY2020: 7.2 per cent], on the back of customer-centric repayment plans
and in lieu of the selective approach to lending followed by the Bank in recent years.

The Bank continued to strengthen its 'digital rst' approach by driving operating e ciencies
through automation of internal processes and productivity improvements as outlined in detail in
the ensuing section, which led to a 2 per cent reduction in operating expenses. This translated to a
signi cant improvement in the cost to income ratio which decreased to 39 per cent in CY2021, in
comparison to 45 per cent in CY2020.

During the year under review, NTB successfully raised Rs.4.00 billion through a rated, senior,
redeemable debenture and also obtained a USD 40 million facility from FMO, the Dutch
Entrepreneurial Development Bank, which further strengthened its capital position whilst
maintaining adequate capital bu ers in line with regulatory requirements. The Bank's Tier | capital
and total capital ratios stood at 15.3 per cent and 18.0 per cent, respectively [CY2020: 14.8 per cent
and 18.3 per cent, respectively].

As disclosed to the CSE in December 2021, the Group currently holds 29.48 per cent of voting
shares in NTB. By the letter dated 21 December 2020, the director of bank supervision of the
CBSL, directed the Group to reduce its voting shareholding in NTB to 20 per cent on or before 31
December 2021 and to 15 per cent by 31 December 2022. JKH has requested for an extension of
the deadline from the CBSL given the current environment.

The Bank's digitally enabled customers increased by 14 per cent whist digital transactions
accounted for 87 per cent of total transactions [CY2020: 82 per cent]. To this end, the Bank
capitalised on the customers' unprecedented shift to digital platforms post-pandemic, focusing on
the entire customer journey by launching several innovative value-added digital solutions whilst
improving customer relationships and increasing wallet share. Further, 'FriMi' was the rst private
banking app to be awarded a nationwide payment project for the roll-out of Quick Response (QR)
based payments for the expressway, in partnership with the Road Development Authority (RDA).
Other key developments during the year under review include:

Nations Alpha - Fully digital customer on boarding platform, inclusive of eKnow Your Client
(KYC) and vKYC features, which has enabled paperless activation of accounts, eliminating the
need for physical visits to branches.

Smart automated teller machine (ATM) and customer relationship management (CRM) - Allows
customers to self-activate cards and generate a green personal identi cation number (PIN) and
other self-servicing features.

Smart Collect - Digitalisation of cash collection and integration of online settlement methods
for credit cards, loans and leases.

Smart Statements - A holistic overview of transactions and in-depth analysis of the portfolio.

Nations e-Box - Access to customer letters and notices.

Group Highlights  Management Discussion and Analysis ~ Governance

'Best Customer Service Bank -

Sri Lanka' and 'Best Digital Bank -
Sri Lanka' at the World Economic
Magazine Awards 2021.

Ranked among the ‘Top 50 Digital
Challenger Banks' in Asia Paci c.

Bronze award - 'Online Brand of the
Year' at the SLIM Brand Excellence
Awards 2021.

Federation of Information Technology

Industry Sri Lanka (FITIS) Digital

Excellence Awards 2021

y  Gold award - Connected Product
(‘Frimi’)

y  Gold award - Workforce Enablement

y  Silver award - Digital Marketing
Strategy ('FriMi')

y  Silver award - Digitised Organisation

y  Silver award - Connected Partner
Ecosystem

vy Bronze award — Customer Centric
Process Automation

Stock Broking

The prevailing low interest rate regime
coupled with a notable increase in domestic
participation aided the Sri Lankan equity
market to perform exceptionally well and
contributed to a signi cant rise in market
turnover levels during the year under review.
Whilst this momentum was successfully
maintained during most parts of the year, the
market witnessed a slowdown in activity in
the fourth quarter of the year on the back of
an increase in interest rates and deterioration
of the economy while on the global front,
uncertainty associated with Russia and Ukraine
as well as the hawkish monetary policy of the
Federal Reserve also exerted pressure.

JKSB continued to focus on updating its
processes and systems to improve alignment
with client needs and adopted digitalised
solutions and e cient cost management
methods to strengthen its digital presence.
During the year under review, JKSB also
launched the mobile app 'DirectFN' facilitating
client engagement, investor forums and
access to market updates and research reports.
Client account details such as cash account
analysis, portfolio and dividends received were
made available on this platform.
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Industry Group Review

Capital Management Review

The section that ensues discusses the performance of the industry group during the year under review, under the key forms of Capital applicable for

the industry group.

A Financial and Manufactured Capital

Income Statement Indicators

As the key businesses within the industry group comprise of the Banking
and Insurance sectors, the ensuing discussion will predominantly focus
on PBT and PAT, in order to capture the net earnings of the businesses as
re ected in the nancial statements of the Group.

Rs.million 2021/22 | 2020/21 %
PBT*

Insurance 2,645 1,596 66
Banking 2,148 1594 35
Stock Broking 202 170 19
Total 4,995 3,360 49

* Share of results of equity accounted investees are shown net of all related taxes.

Insurance

The business witnessed a strong performance in its gross written
premiums (GWP), recording a growth of 15 per cent during the year
under review [2020/21:18 per cent]. The growth in GWP was driven
by a 29 per cent increase in regular new business premiums and a 15
per cent increase in renewal premiums.

Bene ts and claims increased by 25 per cent to Rs.4.87 billion
[2020/21: Rs.3.90 hillion] on account of an expansion of the policy
portfolio base, increase in maturities payout in line with contractual
obligations and increase in surrender payouts stemming from
adverse economic conditions. Net claims amounted to 32 per cent of
net written premiums [2020/21. 29 per cent].

Underwriting and net acquisition costs increased by 31 per cent to
Rs.2.96 billion in line with new business growth.

Investment income in 2021/22 stood at Rs.5.39 billion, a 6 per cent
growth in comparison 2020/21, supported by a realignment of the
asset allocation, despite the subdued market interest rates that
prevailed during most parts of the year.

Stringent cost optimisation measures enabled UA to manage its
operating expenses, despite the in ationary pressures and the steep
currency depreciation towards the latter part of the year. Accordingly,
the expense ratio was 23 per cent [2020/21: 24 per cent].

Life insurance contract liabilities including unit-linked funds increased
by 14 per cent to Rs.51.35 billion, due to the increase in contract
liabilities by Rs.6.19 billion during the year as a result of the growth of
the business.

UA recorded an annual life insurance surplus of Rs.1.60 billion
2021/22, a notable increase against the surplus of Rs.825 million
recorded in the previous year.

Fair rst Insurance Limited, an equity accounted investee under UA,
with interests in the general insurance industry, recorded a 14 per
centincrease in PAT.
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Banking

NTB recorded an increase in pro ts despite the challenging operating
environment, given e orts aimed at driving cost e ciencies through
automation and lean management initiatives.

NTB recorded an 18 per cent in net interest income (NII) mainly
stemming from a portfolio growth of 20 per cent based on the
selective lending strategy adopted by the Bank. Further, the Nl
growth was assisted by a ten-basis point increase in margins in
comparison to 2020/21.

The non-performing loans (NPL) ratio declined to 5.31 per centin
comparison to 6.16 per cent in 2020/21 re ecting improvements in
portfolio quality, as outlined.

The impairment charges for the year increased by 45 per cent mainly
due to prudential provisions made on both customers and Sri Lanka
Government securities denominated in foreign currency based on
macroeconomic factors and moratorium fallouts.

Focused cost management strategies enabled the business to reduce
its operating expenses resulting in an improvement of the cost-
to-income (Cl) ratio to 36.8 per cent during the year under review
[2020/21: 43.4 per cent].

Stock Broking

The Stock Broking business recorded a 21 per cent increase in
revenue during the year under review, primarily in lieu of the

retail segment [2020/21: 197 per cent growth]. However, due to
uncertainties associated with the macroeconomic environment,
the business witnessed a slowdown in activity and relatively lower
market turnovers in the fourth quarter of 2021/22.

The business rolled-out various initiatives aimed at managing its
operational cost, which resulted in productivity and cost e ciencies
positively impacting the pro tability of the business.

Rs.million 2021/22 = 2020/21 %
PAT*

Insurance 2,014 777 159
Banking 2,148 1594 35
Stock Broking 152 126 21
Total 4314 2,497 73

* Share of results of equity accounted investees are shown net of all related taxes.

Insurance - The strong growth in GWP coupled with the optimisation
of expenses resulted in an increase in PAT of the Life Insurance
business. The downward revision of the tax rate from 28 per cent to
24 per cent which was e ective from 1 January 2021, the repeal of
notional tax credit and the economic service charge (ESC) write o
contributed to the increase in PAT during the year under review.

Banking - Trading gains, cost e  ciencies, improvement in portfolio
guality and the reduction in the e ective tax rate led to an increase in
pro tability at NTB.



Natural Capital

The Financial Services industry group strives to operate with
minimal impact to the environment in accordance with the Group's

environmental policies, particularly given its service-oriented nature of

operations.
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Energy and emissions management
Relevance: Financial, regulatory, and brand reputation
implications
Approach
Improving energy e ciency and conservation.

Alignment with international best practice and
standards.

Initiatives

Replacement of traditional light bulbs with energy
e cient LED bulbs resulting in an annual saving of
~100,000 kWh.

Monitoring of energy consumption, rationalisation
of branch networks and relocating to more energy
e cient buildings.

Waste and e uent management
Relevance: Regulatory and brand reputation implications
Approach

Compliance with all regulatory requirements for
responsible water discharge and waste disposal.

Initiatives

98,000 litres of water collected by UA as a by-product
of condensation from air conditioners, was reused for
washing of vehicles.

E uents discharged was in line with requisite water
quality standards, where relevant.

UA continued to operate the wastewater treatment
plant at the Kurunegala branch.

UA segregated and disposed the following waste
through third-party recyclers thereby diverting waste
away from land lIs;

y 6,166 kg of paper waste
y 72 kg of plastic
y 13,200 kg of food waste

Indicators

Carbon Footprint (MT)

2020/21

2021/22
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Group Highlights

O 11%

As a service-oriented industry group, signi cant emphasis is place on the
management of Human Capital, with regular training and development
opportunities provided to employees to enhance service levels and
customer satisfaction. Several initiatives were carried out during the year
to ensure employees were provided with a safe working environment.

Sl Health and safety
UAS  Relevance: Providing a safe working environment to
s iMprove employee productivity
ﬁi Approach
Maintaining health and safety related procedures and
practices.
Training and creating awareness.
Initiatives
The annual re evacuation drill was conducted at the
UAhead o ce in association with the Colombo Fire
Brigade.
COVID-19 workplace safety procedures and
guidelines were followed to ensure employee and
customer safety.
(8 Talent management
We Relevance: The need to continuously upgrade the skills
T of existing sta
Approach
il

Attracting and retaining high-potential individuals.

Providing regular training and development
opportunities.

Initiatives

Conducting HIPO (High Potential Individuals)
programmes targeting employees at mid-level
positions by providing exposure to cross functional
projects and identi cation of talent through a
comprehensive selection process.

The SMT (Senior Management Team) programme
was conducted enabling employees to be a part
of high-level decision-making and idea generation
platforms in order to improve career development
and succession planning.

OMT (Operational Management Team) and JMT
(Junior Management Team) programmes were
launched during the year paving the way for
employees to be a part of high-level of exposure
driven platforms to aid career progression.

Management Discussion and Analysis
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Industry Group Review

Indicators

Training (Hours)

2020/21 2,969

2021/22 ‘ 1817 @ 39%
|

Injuries (Number)
\

2020/21 ‘ 13

2021/22 14 @ 8%

@ Social and Relationship Capital

The Financial Services industry group carried out community
engagements with various stakeholders aimed at empowering
communities, thereby fostering greater productivity and e ciency
within the industry and economy. Community engagement activities
were conducted throughout the year in accordance with statutory
obligations and the Code of Conduct speci ed by the Group.

Signi cant Suppliers
Reinsurance partners
Janitorial services providers
Security services providers

Bancassurance partners

Ethics, fraud, and corruption

Relevance: Impact on brand reputation and possible
regulatory non-compliance

Approach

Strict monitoring of processes related to fraud and
corruption.

Initiatives

Conducted audits and reviews to ensure coverage of
fraud, corruption, and unethical behaviour under the
overall risk management process of the Group and
statutory requirements.

UA produced 300 'Million Dollar Round Table' (MDRT)
quali ers which was the highest ever in the Sri
Lankan insurance industry in CY2021. This showcased
a high standard of excellence including providing
outstanding client service and strict ethical conduct.
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Community development

Relevance: Impact on brand reputation and possible
regulatory non-compliance

g==a
"' Approach
Providing education opportunities for the youth.
== Supporting communities impacted by COVID-19.

G' Initiatives

UA partnered with the Department of Probation and
Child Care Services together with leading companies
in Sri Lanka to provide e-learning facilities to selected
child development centres in Sri Lanka. 50 units of
tabs and computers were donated to children in
these development centres to facilitate uninterrupted
education during the pandemic.

UA sponsored the annual education expenses of
~220 children based in SOS children's villages of
Monaragala and Nuwara Eliya towards ensuring
uninterrupted learning support during the pandemic.

Under the 'English for Teens' initiative of John

Keells Foundation's English Language Scholarship
Programme, 89 English and IT scholarships were
awarded to high performing school children. UA

also represented JKF at the annual 'English for Teens'
inauguration programmes in Mullaitivu and Vavuniya,

As a part of UA's COVID-19 response, medical
equipment were donated to Gampaha,
Anuradhapura, Medawachchiya and Kamburupititya
base hospitals.

UA in partnership with the Disaster Management
Centre, A-PAD and 'Cinnamon Hotels & Resorts'
distributed ~3,000 meals to people a ected by
inclement weather as part of the 'Meals that Heal'
food donation initiative by ‘Cinnamon’.

UA in partnership with the Ministry of Health
launched a public campaign to raise awareness on
protection against COVID-19.
