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RE-RATING

The John Keells Group has been in business for 153 years, some of which have been periods of social and
economic turmoil both here and overseas. Yet last year was possibly the toughest one that Sri Lankans
have ever endured, involving unprecedented hardship and adversity. Today, while many challenges
remain, the country has, possibly for the first time ever, put in place the fundamental framework of
economic policies that will enable us to emerge from this crisis stronger than we were. We trust that if
we have the resolve to stay the course, travelling the path of consolidation while restructuring for better
stewardship and governance, Sri Lanka can move to a stronger, more sustainable model of growth and
development, offering a brighter future for the country.

Throughout the chaos of the previous year, our company maintained its belief that challenges can also be
catalysts for positive transformation. Together with our partners, we launched the biggest port investment
in the country, while the steady progress of work on the Cinnamon Life project—notwithstanding the
obstacles of last year—moved the Group closer towards completion of this transformational investment.
Soon to launch, this will be the first such integrated resort in Sri Lanka and the largest private investment
in the country to date, evidencing our commitment to nation-development, which remains strong. We
continue to be guided by our vision to transform Sri Lanka through such landmark investments and today,
that vision is fast becoming a reality, for we are excited to launch operations by the end of 2024.

Even major setbacks offer opportunities to grow as well as lessons to be learned. That is why, through all

of the challenges we have encountered, we maintained a strong focus on the ESG framework that lies at

the heart of all that we do, as we strive to operate a truly sustainable business that enriches people and
communities while minimising our impact on the world we live in.

Today, we emerge from those difficult years content that we have been able to navigate the turbulence
and still deliver commendable results while looking forward to the prospects for revival and the
opportunities that lay ahead. As the economy rebounds, we too plan to build on the solid platform we
have built, strong in the belief that both country and company are now ready for a significant upward
‘Re-rating, as we move confidently into a promising future.
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REPORTING UNIVERSE

In furtherance of the Group's comprehensive and integrated ESG reporting framework, the 2022/23 JKH Annual Report continues to be supplemented
by various online publications and additional information, as outlined below.

Stakeholders
Frequency Coverage e e——
FINANCIAL AND OPERATIONAL REPORTING
2022/23 JKH Annual Report, which includes: Annual Contains information Primarily
Chairperson’s Message Financial Statements and related relating to the Group's of interest
External Environment Notes financial performance and to Capita|
Financial and Manufactured Outlook position, both annually and  providers and
Capital Review Strategy, Resource Allocation and quarterly. The information regulators.
Industry Group Reviews Portfolio Management is also complemented
Investor Presentations/ Updates: https://keells.com/investor-relations Quarterly/Annual through details of key
operational indicators and
Recordings of the investor webinars: https://keells.com/investor-relations Quarterly/Annual justification of performance.
Social media updates of key highlights through LinkedIn, Facebook and Routine Includes regulatory
Instagram disclosures.
m https://lk.linkedin.com/ https://www.facebook.com/
company/john-keells-holdings Jjohnkeells/
a https://www.instagram.com/lifeatjkh/?hl=en
ENVIRONMENTAL AND SOCIETAL REPORTING
2022/23 JKH Annual Report, which includes: Annual Covers how the Group Primarily of
Natural Capital Review Intellectual Capital Review uses its expertise to interest to
Human Capital Review Sustainability Integration and create positive economic, investors,
Social and Relationship Capital Review Stakeholder Engagement environmental and societal  prospective
Management Approach Disclosures under each form of Capital: Annual Idrﬁpactﬁ. Also co;télns and Turrent
https://keells.com/resource/Management_Approach_Disclosures_2022_23.pdf Iscussions on the Impact EMPIOYeEs,
that the Group has created.  regulators,
Sustainability Integration and Stakeholder Integration Review: Annual NGOs
https://www.keells.com/resource/reports/governance/John-Keells-Holdings- customers and
PLC-AR-2022_23-Sustainability-and-Materiality.pdf society,
Communication on progress for the UN Global Compact: Annual
https://www.keells.com/resource/governance/JKH-Communication-on-
Progress-2022-23.pdf
Details of CSR activities through the CSR website: Routine
https://www.johnkeellsfoundation.com/
Details of the Group’s Social Entrepreneurship Project aimed at reducing Routine
plastic pollution: https://plasticcycle.lk/
GOVERNANCE AND RISK MANAGEMENT REPORTING
2022/23 JKH Annual Report, which includes: Annual Contain information and Primarily
Corporate Governance Risks, Opportunities and Internal disclosures relating to of interest
Commentary Controls aspects linked to governance,  to capital
Sustainability Integration, Annual Report of the Board inclyding bgard matters, providers,
Stakeholder Engagement and Statement of Directors’ ethics, key risks, risk ' customers,
Materiality Responsibility management, and director employees,
Independent Auditors' Report remuneration. Disclosures regulators,
demonstrate the mannerin suppliers and
Corporate Governance Framework: https://www.keells.com/resource/reports/  Routine - .
) which the Group operates; members of
governance/John-Keells-Holdings-PLC-AR-2022_23-Corporate-Governance.pdf through sound governance society.
Risk, Opportunities and Internal Controls Review: https://www.keells.com/ Annual practices, and the highest
resource/reports/governance/John-Keells-Holdings-PLC-AR-2022_23-Risk.pdf standards of ethics,
Notice of meetings and related proxies: https://keells.com/investor-relations ~ Routine integrity, tt;a‘nsparency and
accountability.
Company's performance and disclosures for Transparency in Corporate Annual /

Reporting 2022 (published by Transparency International
Sri Lanka): https://www.tisrilanka.org/trac2022/

Also entails the circulars
to shareholders, notices of
meeting and forms of proxies.
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INTRODUCTION TO THE REPORT

We are pleased to present our eighth Integrated Report in accordance
with the International <IR> Framework of the International Integrated

Reporting Council (IIRC).

Our Integrated Report is the outcome of a group-wide reporting process. The process is governed by the Board, led by the Group Executive
Committee, and delivered through group-wide collaboration. Our integrated-thinking approach to decision-making, management and
reporting enables us to create and preserve value in the short, medium and long-term. The Report strives to deliver a balanced and relevant
report that will bring clarity and detail to the complex task of reporting a year of diverse business operations across multiple sectors.

This Report reflects on:

e The value creation model of the Group, combining different forms of capitals in the short,
medium and long-term

* Governance, risk management and sustainability frameworks entrenched within the John
Keells Group

* Financial, operational, environmental and social review and results of the Group
In keeping this Report concise as possible and pertinent to the year under review, we have
ensured that the commentaries in certain sections are limited to a helicopter view of the events

and progress within the year, whilst the Group’s standard policies, operating guidelines and
management approaches are available on the corporate website.

INTEGRATED THINKING AND OUR INTEGRATED REPORTING PROCESS

Integrated
Reporting process:

Validating e

Compiling © Approving

Related
sub-processes:

01 Process of
completing the
Integrated Report

04 Information integrity ~ Sign-off by the
verification and Group Executive
quality assurance Committee

02 Standards and
principles

Board Approval

03 Integrated Report
and Reporting
Principles

Parties involved: Board, Group
Executive Committee,
Integrated Reporting

team

Board, Group Executive
Committee, Internal
Audit and External
Auditors

Board, Group
Executive
Committee

01 Process of Completing the Integrated Report

The JKH Annual Report is prepared based on deliberations at a GEC and Board level, meeting
minutes, decisions and approvals including frameworks as previously approved, as well as internal
and external reporting information reflecting the Group’s integrated thinking in line with the
International <IR> Framework. A cross-functional team, led by the Deputy Chairperson/Group
Finance Director and various industry group/sector representatives and subject matter experts
across the Group, produce the content contained within this Report, with oversight from the GEC
and the JKH Board of Directors. The GEC and Directors actively contribute to the content of the
Report whilst being involved in the various approval processes. The Report is also supported by
the oversight provided by independent assurance providers. Whilst the cross-functional team, who
has delegated authority from the Board, ultimately sign-off for publication, the Board provides the
final approval of the Report.
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02 Standards and Principles
Reporting

¢ International <IR> Framework of the
IIRC

Governance, Risk Management and
Operations

* Laws and regulations of the Companies
Act No. 7 of 2007

* Listing Rules of the Colombo Stock
Exchange (CSE) and subsequent
revisions to date

e Securities and Exchange Commission
of Sri Lanka (SEC) Act No. 19 of 2021,
including directives and circulars

e Code of Best Practice on Corporate
Governance (2013) jointly advocated
by SEC and the Institute of Chartered
Accountants of Sri Lanka (CA Sri Lanka)

¢ (Code of Best Practice on Corporate
Governance (2017) issued by CA
SriLanka, to the extent of business
exigency and as required by the Group

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

Financial Reporting

* SriLanka Accounting Standards
(SLFRS/LKAS) issued by CA Sri Lanka

Sustainability Reporting

* This report has been prepared in
accordance with the GRI Standards:
Core option of reporting

* Aligned to United Nations Sustainable
Development Goals

e Operations in conformity with the
Principles of the United Nations
Global Compact

e Environmental, Social and
Governance (ESG) disclosures through
the <IR> framework and operations in
conformity with the Principles of the
United Nations Global Compact

~




03 Integrated Reporting and Guiding Principles

The Group has strived to deliver a comprehensive, balanced and relevant
report, while adhering to the recommendations of the IIRC. The seven
guiding principles in integrated reporting, as depicted, have been given
due consideration when preparing and presenting this Report.

Guiding Principles of the 2022/23 JKH Annual Report

Conciseness

Reliability and completeness

Consistency and comparability

Strategic focus and future orientation

Connectivity of information

Stakeholder relationships

Materiality

04 Information Verification and Quality Assurance

The Chairperson-CEO, Deputy Chairperson/Group Finance Director,
Group Executive Committee and relevant management personnel are
responsible for disclosures made in this Report. The Group makes every
effort to ensure the credibility, reliability and integrity of the information
presented in the Report. To this end, external assurance is also sought
from independent auditors as outlined below. As such, the Board
ensures the integrity of the integrated report through the integrated
reporting process, the various approvals and sign-offs by Group
Executive Committee and the Board of Directors.

The information contained in this Report has been reviewed, as
applicable by:

e The Board of Directors
¢ The Group Executive Committee
e Audit Committee of the Company

* Anindependent auditor confirming the accuracy of the annual
financial statements

* An external assurance has been obtained for the non-financial
statements in this report by an independent auditor confirming the
accuracy of the report which has been prepared in accordance with
the GRI standards 2021

SCOPE AND BOUNDARY

The John Keells Annual Report 2022/23 is a reflection of the Group's
integrated approach of management during the period from 1 April
2022 to 31 March 2023. Material events post this reporting period, up to
the sign off date by the Board of Directors on 23 May 2023, have been
included in this Report, ensuring a more relevant and up-to-date Report.

85 legal entities of the John Keells Group create the financial reporting
boundary of the Annual Report 2022/23, of which 46 companies are
included in the Sustainability reporting scope. The remaining companies
have been excluded from reporting as they are either a non-operational
company/ investment company/ holding company or owner of real
estate or if the Group does not exercise management control over the
entity and this has been indicated against each company in the Group
directory section of this report.

Navigating Our Value Creation Journey ~ Group Highlights

Management Discussion and Analysis

ENGAGEMENT OF SIGNIFICANT STAKEHOLDERS

The Group values input from its stakeholders and is committed to
sharing its sustainability ambitions with the various stakeholder groups.
Maintaining clearly set objectives based on the various goals and targets
the Group has committed to in the short, medium and the long-term,
and working towards fulfilling these objectives remain a key priority.

The Group’s stakeholders have been identified as those who have
significant influence over or who are significantly affected by the Group's
operations. Numerous platforms have been established to facilitate
continuous dialogue with the Group’s stakeholders and the following
table summarises the frequencies of engagement with significant
stakeholders:

Stakeholder Frequency
=
23322)s
2| 5|5 & E| ¢
s & 8|8 2|S
Customers ° e o
Employees
Community e o o
Institutional investors, fund managers, . .
analysts, multilateral lenders
Government, Government institutions o o
and departments
Legal and regulatory bodies
Business partners, principals, suppliers °
Society, media, pressure groups, NGOs, o
environmental groups
Industry peers and competition °

A detailed write-up of stakeholder engagement can be found in the sustainability
integration, stakeholder engagement and materiality section of this report.

CONTACT WITH STAKEHOLDERS

The preparation of the Report took place in cooperation with all
relevant stakeholders in order to improve transparency and
accountability. Feedback is gathered through questionnaires, a
dedicated mailbox, one-on-one meetings and stakeholder
engagement fora.

Email: investor.relations@keells.com
Tel: +94-112306170

DETERMINING MATERIALITY

Materiality analysis is one of the key processes that the Group uses

to define key triple bottom line issues that are of significance to the
business and its internal and external stakeholders. Through this process,
the Group identifies short, medium and long-term goals, processes and
interventions aimed at addressing Group and stakeholder concerns.

The Group arrives at this assessment through the results of an external
stakeholder engagement survey that is conducted by an independent
third party every three to four years.

Governance  Financial Statements  Supplementary Information 5



INTRODUCTION TO THE REPORT

Additionally, materiality is also assessed internally in ascertaining the
topics material to the Group and fine-tuning and streamlining its
strategy and processes to manage these material issues. The outcomes
of these studies are prioritised using a materiality matrix, representing
their level of significance to the Group and its external stakeholders, and
are then disclosed as per clearly defined topics under the GRI Standards.

Whilst the matrix, as illustrated, indicates the prioritisation of these
material topics, the Group continues to assess its internal and external
materiality on a routine basis and disclose the performance of such
topics. Its reporting scope will be expanded as relevant.

During the year under review, the Group had not carried out a formal
third party stakeholder engagement survey to identify the material
topics for the organisation. Hence, the material topics identified from the
study carried out in CY2018 was used to arrive at the material topics that
the Group would be reporting on for 2022/23. The below process was
followed to further validate the material topics for the reporting period.

* As the Group has zero tolerance for non-compliance to regulatory
requirements, a check was carried out to determine any material
topics stemming from new regulatory changes made during the
reporting period.

e The results of the study were also compared against the Group's risk
matrices to identify material topics.

* There are various grievance handling mechanisms in place at a sector
as well as a Group level. Any critical grievances that were flagged
at the Group level were also considered in arriving at the material
topics.

* As best practice, the Group also reviewed external resources to
understand and identify any topics that may need to be addressed to
avoid potential negative publicity.

As an outcome of the above exercise, the following topics were deemed
most material to the organisation during the period under review.

No. | Material Topic

1 Volatility and vulnerabilities in the macroeconomic
environment impacting employees, consumers, communities
and the supply chain

2 Economic performance

Skilled staff attrition due to increased local and global
competition

4 Data security and customer privacy / information governance
and security

Regulatory compliance

6  Business continuity and energy management - Local and
global fuel shortages

7 Increasing prices of product and services, and price volatilities
in the supply chain

Employee attraction, retention and skill resilience

Changes to taxation and levies

The complete list of material topics can be found in the sustainability
integration, stakeholder engagement and materiality section of this report.
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DISCLAIMER FOR THE PUBLICATION OF FORECAST DATA

The Report contains information about the plans and strategies of the
Group for the medium and long-term and represents the management'’s
view. The plans are forward-looking in nature and their feasibility
depends on a number of economic, political and legal factors which are
outside the influence of the Group and Company, including the situation
of key markets, changes in tax, customs and environmental legislation.
Given this, the actual performance of indicators in future years may
differ from the forward-looking statements published in this Report. The
reader is advised to seek expert professional advice in all such respects.

APPROVAL BY THE BOARD

The Board acknowledges its responsibility of ensuring the integrity of
this Integrated Report. In the Board's opinion, this Report addresses all
the issues that are material to the Group's ability to create value and
fairly presents the integrated performance of the John Keells Group. The
Board is confident that the Report was prepared in accordance with the
International <IR> Framework. This report was approved by the Board on
23 May 2023.

NAVIGATING THIS REPORT

This Annual Report is available on our website:

https://www.keells.com/resource/reports/annual-reports/
John_Keells_Holdings_PLC_AR_2022_23 CSE.pdf

Reporting Guides Capital Guides

Reference to other pages F\'na‘ncial and Manufactured
within the Report Capital
Natural Capital

Reference to further v
reading online
m Human Capital

Details of CSR ) ) )
@ projects available on . kS | Soqa\ and Relationship
www.johnkeellsfoundation.com/ Capital

~ . Intellectual Capital
—

As you flip through the pages of this Report, you will find a relevant,
transparent and noteworthy value proposition entrenched within the
John Keells Group that strives to achieve the highest form of stakeholder
satisfaction through sustainable value creation.


https://www.keells.com/resource/reports/annual-reports/ John_Keells_Holdings_PLC_AR_2022_23_CSE.pdf
https://www.keells.com/resource/reports/annual-reports/ John_Keells_Holdings_PLC_AR_2022_23_CSE.pdf

ABOUT US

John Keells Holdings PLC (JKH) is one of the largest listed companies
on the Colombo Stock Exchange, with business interests primarily in
Transportation, Consumer Foods, Retail, Leisure, Property and Financial
Services. Started in the early 1870s as a produce and exchange broking
business by two Englishmen, Edwin and George John, the Group has
been known to constantly re-align, re-position and re-invent itself in
pursuing growth sectors of the time.

JKH was incorporated as a public limited liability company in 1979 and
obtained a listing on the Colombo Stock Exchange in 1986. Having
issued Global Depository Receipts (GDRs) which were listed on the

Luxembourg Stock Exchange, JKH became the first Sri Lankan company

to be listed overseas.

Industry Groups and Sectors

Other, including
Information Technology
and Plantation Services

Information Technology
Plantation Services

Financial Services

Insurance
Banking
Stockbroking

Property

Property Development
Property Management

CENTRE FUNCTIONS

¢ Corporate Communications * Group Finance and Group

e Corporate Finance and Insurance

Strategy ¢ Group Human Resources
¢ Data and Advanced Analytics e Group IT
¢ Group Business Process Review e Group Tax

Navigating Our Value Creation Journey — Group Highlights

T=

Transportation

Transportation
Ports and Shipping

Management Discussion and Analysis

The Group’s investment philosophy is based on a positive outlook,
bold approach, commitment to delivery and flexibility to change. JKH
is also committed to maintaining integrity, ethical dealings, sustainable
development and greater social responsibility in a multi-stakeholder
context. JKH is a full member of the World Economic Forum and a
Participant member of the UN Global Compact.

The Holding Company of the Group, John Keells Holdings PLC, is based
at 117, Sir Chittampalam A. Gardiner Mawatha, Colombo 2 and has
offices and businesses located across Sri Lanka and the Maldives.

Consumer Foods

Beverages
Frozen Confectionery
Convenience Foods

—_
o

Retail

Supermarkets
Office Automation

M

Leisure

Cinnamon Hotels & Resorts
Destination Management
Hotel Management

¢ Group Treasury * Social Entrepreneurship

¢ John Keells Foundation * Sustainability, Enterprise
Risk Management and Group

Initiatives

¢ John Keells Research
¢ Legal and Secretarial
¢ New Business Development

Governance  Financial Statements  Supplementary Information
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OUR BUSINESS MODEL

Vision: Building businesses that are leaders in the region

Fundamental forms of Capital deployed

Financial and
Manufactured
Capital

%:

Natural
Capital

o0

Human
Capital

LR

Social and
Relationship
Capital

Intellectual
Capital

Values:

°

Value creation / preservation overtime

Value Creation Interventions and Returns

Inputs -
Processes and Frameworks <> Activities
~ . G
e Shareholder funds and JKH Code of Conduct Effective and responsible investment of
debt shareholder funds
e (Cash flow from Corporate Governance Framework Business development activities
operations Cost reduction initiatives
e Land bank Human Resource Governance
* Machinery and )
: Integrated Risk Management Framework
operations
Information Technology Governance
* Energy ) Environmental impact assessment and mitigation
Stakeholder Management and Effective .
* Water Communication of impacts

Other natural resources

Employee diversity
Experience
Skills and competencies

Dedicated CSR team
Strategic and
sustainable community
development

Investor relations

and stakeholder
management

Staff volunteerism
Health and safety
initiatives

Brand equity and
stewardship

Research and
development
Technological expertise
Digital infrastructure

Tax Governance

Sustainability Management Framework

Environmental, Social and Governance (ESG)

Management

Strategy Formulation and Decision-Making

Strategic, Resource Allocation and Portfolio

Management

Corporate Social Responsibility

Group Policies

Mandatory Regulatory Frameworks

Voluntary Frameworks and Mechanisms

Industry Groups

Transportation
Consumer Foods
Retail

Leisure

Property
Financial Services

Other, including Information Technology
and Plantation Services

Roll-out of carbon footprint and energy
management initiatives

Strengthening of water and waste management
processes

Leveraging on employee skills and expertise for
business growth

Training and development of employee cadre
Performance management and appraisals
Employee survey initiatives

Structured career development programmes

Investment in community and livelihood development
Regular dialogue with investors, analysts and other
stakeholders

Social impact assessments

|dentification of key stakeholders and material aspects
in relation to them

Awareness creation and engagement of suppliers

Social needs assessment based on SDGs/UNGC/
national agenda

Development of intangible infrastructure,
processes and procedures to improve efficiency

New product development
Innovation

Stakeholder returns and engagement
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Transformed Capital that produces stakeholder value

Value Derived

Outputs

Indicators as at 31 Mar 2023

Outcomes

Shareholder returns and
dividends

Payments to other stakeholders
Share price appreciation

Efficient disposal of all effluent
and waste

Reduction of carbon footprint
Reduced resource consumption
through better monitoring

Staff motivation
Talented and efficient workforce

Job satisfaction

Rs.341 billion Rs.129 billion
Shareholder funds Net debt (cash)
Rs./45 billion Rs.193.89 billion

Group assets

0.38 MT
Carbon footprint per
Rs.million of revenue

Market capitalisation

7.00 m?

Water withdrawal
per Rs.million of revenue

46%

Non-hazardous waste recycled/reused by Group
companies and through third party contractors

69%
Employee
retention rate

26 hours
Average hours of
training per employee

Financial stability
Financial growth
Creation of wealth

Sustainable natural resource
utilisation

Biodiversity preservation

Alignment of workforce with
Group vision

Profitable businesses through
improved productivity and

face disruptive business models

Career progression 249 67 :33
Safe and equitable environment  Injuries Male : Female SifieEney
staff ratio
Community skills development 1,557,360 81% Individuals and communities
Well informed and sound Number of persons Proportion of purchases empowered with knowledge,
investment decisions impacted by community | from suppliers within skills and opportunities for a
Better supplier/distributor and engagements Sri Lanka better future
stakeholder relations Brand visibility and reputation
Strengthened supply chain
Adherence to UN SDGs
Patents Rs.5.8 billion Evolving businesses to suit
Copyrights Value of intangible assets the ever Chang]ngl dynam]c
= Transparency in Corporate Reporting (TRAC) Assessment e E]
by Transparency International Sri Lanka (TISL) 2022 An entity better prepared to
= LMD’s Most Respected Entity
= LMD Top 100 Entities
Awards and accolades
1< 1<
Trust Innovation Integrity
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CHAIRPERSON'’S MESSAGE

Dear Stakeholder,

I am pleased to present the Integrated Annual Report and the Financial
Statements for the financial year ended 31 March 2023.

| trust our Report will provide you with an in-depth understanding of the Group’s value creation process and
the strategies in place to manage the diverse portfolio of businesses towards driving sustainable growth,
particularly in terms of navigating our businesses through the macroeconomic crisis in the country and the

way ahead for the Group.

The Group reported a strong performance
during the year amidst the unprecedented
challenges in the operating environment.
Despite the significant earnings before interest
expense, tax, depreciation and amortisation
(EBITDA) recognition of Rs.6.30 billion from
the handover of the residential apartment
units and commercial floors at‘Cinnamon Life
Integrated Resort'in 2021/22 compared with
the absence of corresponding recognition in
the current year, the recurring Group EBITDA
increased by 17% over the previous year to
Rs.45.74 billion, driven by the Transportation
businesses, the significant turnaround in the
Group's Leisure businesses and improved
performance across other business verticals.
Over the course of the year under review, Sri
Lanka has witnessed a strong turnaround
from the onset of its worst macroeconomic
crisis, and it is encouraging to witness the
continuation of normal day-to-day activities in
the country, supported by continued political
and social stability.

Whilst there were no pandemic related
disruptions during the year, the Sri Lankan
economy faced a multitude of unprecedented
challenges, particularly during the first two
quarters of the year under review. The financial
year 2022/23 commenced with significant
pressure on the Sri Lankan Rupee on the back
of the free float of the currency in March 2022
due to the previously pegged exchange rate
not being reflective of market rates and the
significant tightening of the foreign exchange
markets which had resulted in shortages

of many essential commodities. Due to the
precarious foreign currency reserves position
and lack of liquidity in the foreign exchange
markets, the Government of Sri Lanka declared
a pre-emptive measure of suspending

the servicing of almost all of its external

debt obligations, including international
sovereign bonds, bi-lateral loans and facilities
guaranteed by the Government. The volatile
environment and severe shortage of essential

items were subsequently exacerbated by social unrest and political uncertainty, culminating in the
resignation of both the Prime Minister and the President by July 2022. In addition, tourist arrivals
to the country, which was witnessing an encouraging post-pandemic recovery, recorded a sharp
slowdown due to multiple travel advisories issued and negative perceptions as a result of the
socio-economic turmoil.

The appointment of a new President and the subsequent appointment of a Prime Minister

and Cabinet resulted in political stability while many of the shortages of essential commodity
items were largely resolved in a relatively short period of time, enabling a faster than anticipated
resumption of normal activities. In September 2022, Sri Lanka reached a staff level agreement on
an Extended Fund Facility (EFF) arrangement of USD 2.90 billion with the International Monetary
Fund (IMF), subject to Sri Lanka meeting a series of conditions that included tightening its fiscal
and monetary policy, restructuring its debt with its main international creditors and public
sector reforms.

Further to this, the Government announced and implemented several significant policy actions
and reforms, aimed towards achieving a path of fiscal consolidation and reaching sustainable debt
levels. Significant increases in both direct and indirect tax rates were announced with the intention
of increasing Government tax revenue to approximately 15% of gross domestic product by 2025
from the current 8.5%. Market reflective pricing mechanisms were established for fuel and cooking
gas whilst multiple upward revisions to electricity tariffs were undertaken to reduce the cost of
subsidies provided by the Government. A fuel rationing scheme was successfully implemented to
ensure equitable and consistent distribution across the country which addressed the fuel shortage.

With the implementation of the various policy reforms and actions, the domestic economic
environment, particularly, the foreign exchange liquidity position in the country experienced a
strong turnaround from the peak stresses witnessed in the first two quarters of the year. The country
has seen a continued deceleration in inflation, where rates have eased to ~35% in April 2023

from the peak of over ~70% over the past 12 months, as prices started to stabilise due to the high
interest rate regime and other factors. Although inflation has decelerated, the elevated levels of
inflation prevalent since the beginning of 2022/23 compared to the past, and the impact of higher
direct and indirect taxes, have dampened consumer discretionary spend, the impact of which we
are witnessing in our Consumer Foods and Supermarket businesses. The Central Bank of Sri Lanka
(CBSL) expects inflation to reduce to a low single digit by the end of this calendar year aided by the
continued tight monetary policy and favourable base effects together with the easing of global
inflationary pressures and an appreciating currency. The improving trade balance in the country
and substantial increases in tourism receipts and foreign currency remittances resulted in strong
net inflows into the country from the fourth quarter of 2022/23 onwards. With the banking sector
clearing many of the backlogs and liquidity imbalances stemming from the sharp depreciation

of the Rupee in the first half of the year, the foreign currency liquidity position has reverted to
normalcy, supported by lower imports and the suspension of the servicing of foreign currency
debts. These impacts, together with the impending EFF announcement, at the time, resulted in the
Sri Lankan Rupee witnessing an appreciation of approximately 10% in February 2023 which enabled
the CBSL to remove some restrictions which were implemented in the market. With the significant
turnaround in the foreign exchange market, together with other policy measures, the official
reserves position has improved dramatically from that of 12 months ago, where the reserves have
increased to USD 2.69 billion as at March 2023 from USD 1.81 billion in April 2022.
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Summarised below are the key operational and financial highlights during the year under review.

The Group reported a resilient performance during the year, amidst the
unprecedented challenges in the operating environment, recording

a recurring EBITDA growth of 17% to Rs45.74 billion. This is despite

the substantial EBITDA recognition of Rs.6.30 billion from the revenue
of the handover of the residential apartment units and commercial
floors at‘Cinnamon Life Integrated Resort'in 2021/22, compared to the
absence of corresponding recognition in the current year.

The growth in recurring Group EBITDA was mainly driven by
the Transportation businesses, the significant turnaround in the
Group's Leisure businesses and improved performance across
other business verticals.

Sri Lanka has witnessed a strong turnaround from the onset of

its worst macroeconomic crisis, and it is encouraging to witness
the continuation of normal day-to-day activities in the country,
supported by continued political and social stability.

The Group's Bunkering business recorded a significant increase
in profitability driven by higher margins on account of the steep
increase in fuel oil prices and volumes during the first half of the
year, whilst the profitability of the Group’s Ports and Shipping
business recorded an increase as a result of higher revenue
from ancillary operations and the translation impact due to the
depreciation of the Rupee.

The groundwork on the West Container Terminal (WCT-1) at
the Port of Colombo is progressing well with the entirety of the
dredging works for both phases near complete.

The Leisure industry group recorded a strong performance driven
by the Maldivian Resorts and the recovery momentum in the
Colombo Hotels and Sri Lankan Resorts segments, supported by
a return to normalcy on the back of continued political and social
stability during the second half of the financial year.

The Supermarket business recorded a recurring EBITDA growth of
45% to Rs.7.46 billion due to an increase in same store sales driven
by a combination of higher customer footfall and basket values on
account of high inflation.

Profitability in the Consumer Foods businesses was impacted

by volume declines in the second half of the year, reflective of
dampened consumer sentiments, and lower margins. With global
raw material prices coming off its peak, the stabilisation of the
country’s foreign exchange liquidity position and the appreciation
of the Rupee, the pressure on margins has started to gradually
ease from the fourth quarter of 2022/23 onwards.

The Property industry group recorded a decline in profitability due to

2021/22 including revenue and profit recognition from the handover

of the residential apartment units at‘Cinnamon Life Integrated Resort,
compared with the absence of any corresponding recognition in the

current year. The recognition of revenue of all units sold at ‘Cinnamon
Life Integrated Resort'was completed by 31 March 2022.

Subsequent to the gazetting of the gaming regulations by the
Government in August 2022, the Group is currently engaged in
discussions with leading international gaming operators to secure the
necessary international gaming expertise to operate at ‘Cinnamon Life
Integrated Resort’ with the Group leasing the space for such operations.
Similar to the experience with integrated resorts in other Asian countries,
‘Cinnamon Life Integrated Resort’ has the potential to transform
Colombo as a destination for leisure and entertainment and lead to
significant foreign exchange earnings for the country.

The Financial Services industry group recorded a strong growth in
profitability, where the Insurance business witnessed a growth in the life
insurance surplus and gross written premiums whilst Nations Trust Bank
recorded an increase in net interest margins and a reduction in costs.

OCTAVE, the Group's Data and Advanced Analytics Centre of Excellence,
worked on a series of advanced analytics use cases in the Retail,
Consumer Foods, Financial Services and Leisure industry groups which
yielded promising results with pilot projects delivering evidence of

the significant value that can be unlocked from translating advanced
analytics insights into front line business interventions.

Reflecting the positive results of the efficiency initiatives embarked
upon, the Group’s carbon footprint per million rupees of revenue
decreased by 29% and water withdrawn per million rupees of revenue
decreased by 31%.

Initiatives under ‘ONE JKH; the Diversity, Equity, and Inclusion (DE&)
brand of the John Keells Group, included the introduction of 100 days of
Equal Parental Leave aimed at eliminating the discrimination associated
with recruiting women, due to potential concerns about maternity leave.

Cognisant of the multiple economic hardships faced by the people of the
country, and in recognition of the Group’s role as a leading responsible
corporate citizen, the Group continued its multi-pronged crisis response
programme with a particular focus in the areas of food security, education
and nutrition among vulnerable segments such as school children.

JKH donated Rs.100 million to the ‘Suwa Seriya’ Foundation for the
operations of the ‘Suwa Seriya Ambulance Service, which provides free-of-
charge lifesaving emergency medical assistance to the public across the
country. The donation aims to support the ambulance service, which was
facing financial constraints, allowing the service to continue operations.

(Rs.000) ‘ Recurring EBITDA*

| 2022/23 2021/22 | Variance | %
Transportation 11,963,136 6,140,923 5,822,213 95
Consumer Foods 3,184,139 3,484,778 (300,639) 9)
Retail 8,778,841 7,549,338 1,229,503 16
Leisure 8,604,117 3,784,901 4,819,216 127
Property (265,486) 7,867,199 (8,132,685) (103)
Financial Services 6,451,249 5,023,608 1,427,641 28

*EBITDA includes interest income and the share of results of equity accounted investees which is based on the share of profit after tax but excludes all impacts from foreign
currency exchange gains and losses (other than for equity accounted investees), to demonstrate the underlying cash operational performance of businesses.
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CHAIRPERSON’S MESSAGE

Sri Lanka received the much-anticipated approval from the Executive Board of the IMF for the
EFF arrangement in March 2023 to support the restoration of macroeconomic stability and debt
sustainability. In April 2023, Sri Lanka received the initial tranche of ~USD 333 million whilst Sri
Lanka's creditor nations met in May 2023 to pursue debt structuring options that would provide
a sustainable solution to Sri Lanka's debt repayment obligations, consistent with the parameters
of the IMF programme. Sri Lanka is now faced with the challenging task of negotiating with

the country’s creditors to reach an equitable debt treatment plan with all creditors. There is still
uncertainty as to the need for a domestic debt restructuring (DDR) and, even if so, the form,
structure and breadth of the same. The Governor of the Central Bank of Sri Lanka has assured
the stability of the domestic banking system as well as the protection of public deposits will be
paramount in any kind of debt optimisation programme. The risk premia currently attached to
domestic debt as a result of this uncertainty should fall away once there is clarity on the DDR with
expectations that interest rates will ease significantly thereafter.

Sri Lanka recorded over 770,000 tourist arrivals for 2022/23, with March 2023 recording the highest
number of arrivals since the peak of the economic crisis. Although arrivals are still significantly
below pre-pandemic levels, it is encouraging to witness the month-on-month pick-up in inquiries
and forward bookings. The Group is confident that the current recovery trend in arrivals will
continue, particularly given the opening of the Chinese borders for international travel after a
period of three years and the increase in frequencies of flights by a few major airlines. Tourism will
be a key catalyst to drive the recovery of the economy, particularly in the context of the positive
impact it will have on foreign exchange earnings. In light of this, we continue to urge the tourism
authorities to expedite the launch of Sri Lanka’s much awaited global marketing campaign,
especially in our key source markets, particularly to address the lack of awareness and negative
perception regarding the ground situation in the country.

We wish to commend and recognise the efforts of the Government and policy-makers for
successfully navigating the economic stabilisation measures over the last few quarters and

in reaching some key milestones including securing the EFF with the IMF, together with the
implementation of difficult policy actions. While many challenges remain, the country has,
possibly for the first time ever, put in place the fundamental framework of economic policies
that will enable us to emerge from this crisis stronger. We are optimistic that Sri Lanka is on a
path to recovery, particularly, if these measures continue to be in place and sustained over a
period of time. Whilst these measures, as expected, would curtail consumer spend and activity
in the short to medium-term, the stability and confidence in achieving fiscal consolidation will
lead to a more sustained recovery. The new legislative enactments regarding fiscal responsibility
are much needed to ensure policy consistency and macroeconomic stability as it provides the
required checks and balances. We urge the authorities to expedite the implementation of much
needed public sector reforms, including privatisation, as done by countries when faced with
similar challenges in the past, to restore and sustain fiscal discipline. These reforms will also aid
the Government in raising revenue through investment while ensuring better collaboration,
technology and knowledge transfer in key industries.

Through the volatility and uncertainty of the previous years, your company maintained its belief
that challenges can also be catalysts for positive transformation. Together with our partners,

we launched the biggest port investment in the country, while the steady progress of work on
‘Cinnamon Life Integrated Resort’ - notwithstanding the obstacles of last year — has moved the
Group closer towards completion of this transformational investment. | am confident that as these
investments come to fruition, your Group will see a significant upward re-rating’of its performance
from the already strong platform we have built over the years.

While many challenges remain, the country has, possibly for

the first time ever, put in place the fundamental framework of
economic policies that will enable us to emerge from this crisis
stronger. We are optimistic that Sri Lanka is on a path to recovery,
particularly, if these measures continue to be in place and
sustained over a period of time.
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GROUP PERFORMANCE

For the financial year 2022/23, Group revenue
(excluding equity accounted investees)
increased by 27% to Rs.276.64 billion while
recurring Group EBITDA increased by 17%
to Rs.45.74 billion. This growth is despite
the significant EBITDA contribution of
Rs.6.30 billion from the Group's Property
business, which included the revenue and
profit recognition from the handover of
the residential apartments and commercial
office floors at'Cinnamon Life Integrated
Resort, compared with the absence of any
corresponding revenue recognition in the
current year.

The recurring Group profit before tax (PBT)
decreased by 30% to Rs.17.14 billion while the
recurring profit attributable to equity holders
of the parent decreased by 35% to Rs.13.33
billion for the financial year ended 31 March
2023. In addition to the aforementioned
decline in the Property industry group, the
decline in PBT is on account of the higher
finance expenses due to the significant
increase in interest rates in the market which
affected the Leisure and Retail industry
groups, in particular, given the relatively
higher working capital and debt facilities.

The increase in working capital in Retail was
temporary on account of the investments

to ensure the continuation of supplies and
minimise disruptions, which has now stabilised
with the business reverting to normalised
levels of working capital. Further, the PBT of
the Holding Company was impacted by the
translation impact of the IFC loan interest
payment and the notional non-cash interest
charged on the convertible debentures issued
to HWIC Asia Fund (HWIC) in August 2022, in
line with the accounting treatment, due to

a significant difference between the market
interest rates and the 3% interest accrued on
the instrument.

The recurring EBITDA analysis below is post
the elimination of one-off impacts in order
to demonstrate the performance of the core
operations of the businesses. The recurring
adjustments are detailed in the ensuing
section, where relevant, of this Message and
the Financial and Manufactured Capital Review
section of the Report. As the Annual Report
contains discussions on the macroeconomic
factors and its impact on our businesses as
well as a detailed discussion and analysis of
each of the industry groups, | will focus on a
high-level summation of the performance of
each industry group during the financial year
2022/23.



ISSUE OF UNLISTED CONVERTIBLE
DEBENTURES

As announced to the Colombo Stock
Exchange in August 2022, the Company
received the funds and concluded the
issuance of convertible debentures amounting
to Rs.27.06 billion, by way of a private
placement of Rupee denominated securities
to HWIC Asia Fund (HWIC), a subsidiary of
Fairfax Financial Holdings Limited, Canada.
208,125,000 Sri Lankan Rupee denominated
unrated, unlisted, unsecured convertible
debentures were issued to HWIC at an issue
price of Rs.130 per debenture. The debentures
have a maturity period of three years and will
accrue interest at a rate of 3% per annum.

The date of maturity of the debentures is 12
August 2025 with HWIC having the option to
convert each debenture to one new ordinary
share of the Company during the conversion
period commencing from 12 February 2024 to
12 August 2025.

TRANSPORTATION

Revenue incl. Associates

Rs.94.28 billion (A)
2021/22: Rs.43.82 billion 115%
Recurring EBITDA

Rs.11.96 billion (A)
2021/22: Rs.6.14 billion 95%
Recurring PBT

Rs.10.97 billion (A)
2021/22: Rs.5.71 billion 92%
Recurring PAT

Rs.10.49 billion (A)
2021/22: Rs.5.43 billion 93%

The groundwork on the West
Container Terminal at the Port
of Colombo is progressing

well with the entirety of the
dredging works for both
phases near complete. Overall
timelines for the project
remain as originally envisaged.

Navigating Our Value Creation Journey  Group Highlights

TRANSPORTATION

The Transportation industry group recurring EBITDA of Rs.11.96 billion in 2022/23 is an increase of
95% over the recurring EBITDA of the previous financial year [2021/22: Rs.6.14 billion]. The recurring
EBITDA for 2022/23 includes a one-off deferred tax charge of Rs.1.35 billion in the Group's Ports and
Shipping business, South Asia Gateway Terminals (SAGT), on account of the significant change in
income tax rates, as the share of results of equity accounted investees are consolidated net of all
related taxes.

The increase in profitability is mainly attributable to the strong performance of the Group’s
Bunkering business, Lanka Marine Services (LMS), and SAGT. LMS recorded a significant increase
in profitability driven by higher margins on account of the steep increase in global fuel oil prices
during the first half of the year, as well as higher volumes for the year supported by local fuel
sales. LMS continued to retain its market leadership position in the Sri Lankan bunker market.
Despite the decline in overall volumes at the Port of Colombo, the profitability at SAGT recorded
an increase as a result of higher revenue from ancillary operations and the benefit of the steep
depreciation of the Rupee.

In May 2022, the Government of Sri Lanka granted approval for licensed bunkering businesses to
import and supply fuel oil to local industries to ensure continuity of operations in light of the fuel
shortages in the country and ease the burden on Government supplies. LMS also provided fuel to
such local industries which helped them navigate supply issues while these sales incrementally
supported the overall volumes at LMS.

The groundwork on the West Container Terminal (WCT-1) at the Port of Colombo is progressing
well with the entirety of the dredging works for both phases near complete. The contract for the
quay wall construction, a significant component of the overall construction works, was awarded in
October 2022. Overall timelines for the project remain as originally envisaged. The WCT-1, which
has a lease period of 35 years, is a deep-water terminal with a quay length of 1,400 meters, an
alongside depth of 20 meters and an annual handling capacity of ~3.2 million TEUs. Phase 1 of the
terminal, comprising of a quay length of 800 meters as against the previous 600 meters, is slated
to be operational by the third quarter of 2024/25. The extension of the quay length in Phase 1
facilitates the servicing of two large vessels concurrently, which will enable a higher throughput
once Phase 1 is operational. The remainder of the terminal is expected to be completed by the
third quarter of 2025/26.

CONSUMER FOODS

The Consumer Foods industry group recurring EBITDA of Rs.3.18 billion in 2022/23 is a decrease of
9% over the recurring EBITDA of the previous financial year [2021/22: Rs.3.48 billion].

Despite the macroeconomic disruptions, the Consumer Foods businesses recorded a strong
volume recovery momentum in the first half of the year, with volumes exceeding pre-pandemic
levels. However, the performance in the second half of the year was negatively impacted by

a decline in volumes and margin contraction across the businesses as the impact of elevated
inflation, price increases and dampening consumer demand took effect.

Given the increases in raw material prices, which was largely a global phenomenon, coupled

with the impact of the steep depreciation of the Rupee and the high inflationary environment,
the business undertook price increases across its portfolio to mitigate the margin pressure.

The price increases, together with higher direct and indirect taxes and declining consumer
disposable income, dampened demand, thereby impacting volumes in the second half of the
year. It should be noted that volumes in the third quarter of the previous year benefited to an
extent from the stocking up of inventory post the easing of pandemic related restrictions. Whilst
the domestic macroeconomic and supply chain conditions recorded substantial improvements
during the second half of the year under review and day-to-day business activity reverted to levels
of normalcy, consumer demand began to subdue on account of the reasons outlined above.
However, it is encouraging to note that the volumes of the Beverages business witnessed a pick-up
in the month of April 2023, although it is too early to ascertain whether this trend would continue.
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CHAIRPERSON’S MESSAGE

With global raw material prices coming off its
peak, together with declining freight costs, the
stabilisation of the country’s foreign exchange
liquidity position, the appreciation of the Rupee and
the improved raw material availability, the pressure
on margins has started to gradually ease from the
fourth quarter of 2022/23 onwards. In addition, the
inventory sourced at higher costs is now largely
depleted, whilst the gradual reduction in interest
rates and normalised level of working capital will
further support the profitability of the businesses.
While margins at a product level are expected

to recover, the impact of the lower dilution of
fixed costs due to reduced operating leverage on
account of volume declines is yet to be fully seen.

With global raw material prices
coming off its peak, together
with declining freight costs, the
stabilisation of the country’s
foreign exchange liquidity
position, the appreciation of
the Rupee and the improved
raw material availability, the
pressure on margins has started
to gradually ease from the fourth
quarter of 2022/23 onwards.

CONSUMER FOODS

Revenue

Rs.31.27 billion (A]
2021/22:Rs.21.01 billion 49%
Recurring EBITDA

Rs.3.18 billion V]
2021/22: Rs.3.48 billion 9%
Recurring PBT

Rs.1.14 billion (V]
2021/22: Rs.2.32 billion 51%
Recurring PAT

Rs.2.23 billion (A
2021/22: Rs.1.90 billion 18%

The performance of the
Supermarket business remained
insulated, to a large extent,
despite the macroeconomic
challenges, considering that
essential and regular grocery and
household items constitute a large
portion of a consumer basket.
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RETAIL

The Retail industry group recurring EBITDA of Rs.8.78 billion in 2022/23 is an increase of
16% over the recurring EBITDA of the previous financial year [2021/22: Rs.7.55 billion]. The
Supermarket business recurring EBITDA of Rs.7.46 billion in 2022/23 is an increase of 45%
against the previous financial year [2021/22: Rs.5.20 billion].

Despite the challenging operating environment, the Supermarket business recorded a strong
performance with same store sales recording encouraging growth driven by a combination

of higher customer footfall and basket values due to high inflation. The sustained increase

in footfall is encouraging as it demonstrates the continued potential for higher penetration

of certain customer segments. The revenue of the Supermarket business was supported by
the substantial price increases driven by suppliers, although growth in basket values were
offset to some extent by a reduction in the items purchased due to subdued consumer
sentiment. However, margins remain under pressure given the significant cost escalations in
operations primarily due to the increase in electricity tariffs and, to a lesser extent, staff costs.
The introduction of the social security contribution levy (SSCL), which is a revenue based tax
similar to the nation building tax in force a few years ago, had a further significant impact on
the margins of the business. The business managed to re-negotiate margins with suppliers and
mitigate this impact to a large extent. The business will continue to place emphasis on cost
optimisation and working capital management. The performance of the Supermarket business
remained insulated, to a large extent, despite the macroeconomic challenges, considering that
essential and regular grocery and household items constitute a large portion of a consumer
basket.

Given the notable shortages in essential goods and other fast-moving items in the first half
of the year, the business proactively ramped up its direct sourcing strategy with the aim of
bridging gaps and, more importantly, providing its customers with such products at the
best possible value. This has also helped drive footfall to our outlets. Whilst the Supermarket
business has increased penetration of its private label range, this focus was augmented with
the intention of managing inventory better and also providing its customers with better
choice and‘value for money’ The state-of-the-art distribution centre commissioned in
2021/22, where the entire dry product and fresh range was centralised together with other
best in class practices being adopted, was pivotal in managing the supply chain disruptions
and ensuring the outlets were supplied in the most optimum and efficient manner.

During the year under review, the expansion of the outlet network was moderated due to

the uncertainty and volatility of construction related costs. While the investment per outlet
has increased significantly, the business is also seeing higher revenue per outlet which will in
turn positively impact the feasibility studies of prospective outlets. During the year, four new
outlets were opened whilst one outlet was closed, increasing the total outlet count to 131
outlets as of 31 March 2023. The business will continue to selectively expand its network, and
such expansions in the outlet base will be considered on a case-by-case basis, with feasibilities
stress-tested under sensitised scenarios.

In line with the brand expansion plans of the Supermarket business, where the business
leverages on a standard and an extended format depending on the income levels of the
locality, three outlets were upgraded to the extended ‘iconic’format during the year under
review. This concept for select Keells outlets, is aimed at enhancing the overall customer
experience through best-in-class retail technological solutions and a wider offering. Despite
the additional investment associated with the conversion of the standard format outlets to the
extended format, the payback on these investments based on incremental performance has
been attractive.

The Office Automation business recorded a significant reduction in sales volume due to the
continued import restrictions on non-essential items, which was further exacerbated by the
steep increase in unit prices of all imported products as a result of the depreciation of the
Rupee. The performance of the Office Automation business is witnessing a gradual recovery as
the foreign currency liquidity position of the country has stabilised.



RETAIL

Revenue

Rs.106.85 billion (A)
2021/22: Rs.90.84 billion 18%
Recurring EBITDA

Rs.8.78 billion (A~
2021/22: Rs.7.55 billion 16%

Recurring PBT

Rs.1.53 billion V]
2021/22: Rs.3.06 billion 50%
Recurring PAT

Rs.2.44 billion (A)
2021/22:Rs.2.18 billion 12%

The Group is confident that
the current recovery trend

in arrivals will continue,
particularly given the opening
of the Chinese borders for
international travel after a
period of three years and the
increase in frequencies of
flights by a few major airlines.

LEISURE

Revenue incl. Associates

Rs.39.86 billion @
2021/22: Rs.18.96 billion 110%
Recurring EBITDA

Rs.8.60 billion (~)
2021/22: Rs.3.78 billion 127%
Recurring PBT

Rs.(382) million (]
2021/22:Rs.(1.51) billion 75%
Recurring PAT

Rs.(614) million ®
2021/22: Rs.(1.53) billion 60%

The Group is currently engaged
in discussions with some leading
international gaming operators
to secure the necessary
international gaming expertise
to operate at‘Cinnamon Life
Integrated Resort:

LEISURE

The Leisure industry group recurring EBITDA of Rs.8.60 billion in 2022/23 is an increase of 127%
against the recurring EBITDA of the previous financial year [2021/22: Rs.3.78 billion]. The recurring
EBITDA for 2022/23 includes an impairment loss amounting to Rs.422 million at the Destination
Management business, Whittall Boustead Travel Limited, on its investment in preference shares

of Saffron Aviation (Private) Limited (SAL), the operating company of ‘Cinnamon Air, given the
continued multiple setbacks faced by the tourism industry in the recent years which impacted the
operating performance of the business.

The strong performance was driven by the Maldivian Resorts and the recovery momentum in the
Colombo Hotels and Sri Lankan Resorts segments, supported by return to normalcy on the back of
continued political and social stability during the second half of the financial year. The PBT of the
industry group was impacted by higher finance expenses due to the significant increase in interest
rates on working capital facilities obtained.

The Maldivian Resorts segment continued its strong performance with occupancies averaging
over 90%, supported by arrivals from both traditional and new source markets.

The Colombo Hotels recorded a strong performance in its restaurant and banqueting operations.
Occupancies of the Colombo Hotels improved on the back of a gradual recovery in business
travel. Whilst the first half of the year was subdued due to the fuel restrictions and social instability
witnessed in the country, the Sri Lankan Resorts segment witnessed a rebound in occupancies
during the second half of the year driven by domestic travel and improved tourist arrivals. Margins
in the Sri Lankan Leisure businesses were under pressure given the rising input and utility costs as
yields did not pick up commensurately since the benefit of foreign currency revenue was limited
due to the gradual recovery of tourism.

Sri Lanka recorded over 770,000 tourist arrivals for 2022/23, with March 2023 recording the
highest number of arrivals since the peak of the economic crisis. Although arrivals are still
significantly below pre-pandemic levels, it is encouraging to witness the pick-up in inquiries and
forward bookings. The Group is confident that the current recovery trend in arrivals will continue,
particularly given the opening of the Chinese borders for international travel after a period of three
years and the increase in frequencies of flights by a few major airlines.

While the current situation on the ground has reverted to normal, the negative perception and
lack of awareness, especially in our key source markets, has been a challenge in accelerating the
recovery momentum in tourist arrivals. In light of this, we urge the tourism authorities to expedite
the launch of Sri Lanka’s much awaited global marketing campaign. Sri Lanka continues to remain
attractive as a tourist destination given our diverse landscape and unique offerings, with the added
competitive advantage from a pricing perspective due to the significant depreciation of the Rupee.

Cinnamon Life Integrated Resort

The construction work at‘Cinnamon Life Integrated Resort'is progressing well, where the hotel, retail
and entertainment components are in the final stages of construction. The fitouts and interior works
of the hotel rooms and common areas are well underway with ~500 rooms already completed.
Discussions with potential tenants of the retail mall continued during the year, to ensure unique
attractions and offerings, although arrangements were not finalised pending clarity on the gaming
operator and related strategy. Various alternatives including experiential offerings focused on food and
beverages, lifestyle and entertainment, which would complement the hotel and gaming operations,
are being considered for the retail space. With the project now reaching its final stretch, we are excited
and pleased to announce that ‘Cinnamon Life Integrated Resort'was formally launched at the Arabian
Travel Market 2023 held in May with significant awareness and interest being generated.

Subsequent to the gazetting of the gaming regulations by the Government in August 2022, the
Group is currently engaged in discussions with some leading international gaming operators to
secure the necessary international gaming expertise to operate at‘Cinnamon Life Integrated Resort’
A lot of groundwork has been carried out by the parties, including detailed site visits, evaluation

of the business case and operating model, fit-out requirements, designs and timelines. The
discussions are progressing well, where various commercial structures and arrangements are being
negotiated. In the event ‘Cinnamon Life Integrated Resort'is unable to obtain favourable terms to
our satisfaction, as an alternative, we will work on a model where the gaming entity sources the
requisite international gaming expertise to operate at‘Cinnamon Life Integrated Resort, similar to
how some other successful regional integrated resorts have established operations.

Navigating Our Value Creation Journey  Group Highlights ~ Management Discussion and Analysis ~ Governance  Financial Statements — Supplementary Information 15



CHAIRPERSON’S MESSAGE

PROPERTY

Revenue incl. Associates

Rs.4.58 billion (\/]
2021/22: Rs.41.48 billion 89%
Recurring EBITDA

Rs.(265) million (]
2021/22: Rs.7.87 billion 103%
Recurring PBT

Rs.(503) million (\/)
2021/22: Rs.7.65 billion 107%
Recurring PAT

Rs.(580) million (V]
2021/22:Rs.7.51 billion 108%

The construction activity

at the ‘TRI-ZEN'residential
development project is
continuing with encouraging
momentum. The mechanical,
electrical and plumbing
work and fit-outs at ‘TRI-ZEN’
are well underway, with the
overall project scheduled for
completion in end-2023.

FINANCIAL SERVICES

Revenue incl. Associates

Rs.27.77 billion (A)
2021/22: Rs.24.15 billion 15%

Recurring EBITDA

Rs.6.45 billion @
2021/22: Rs.5.02 billion 28%
Recurring PBT

Rs.6.40 billion ()
2021/22: Rs.4.99 billion 28%
Recurring PAT

Rs.5.32 billion (A)
2021/22:Rs.4.31 billion 23%

UA recorded encouraging
growth in gross written
premiums, driven by renewal
premiums, with UA maintaining
its position as the second largest
regular new business producer
in the industry.

The envisaged structure of the gaming operations is that ‘Cinnamon Life Integrated Resort’ will
lease space to the gaming entity, while a third party will invest in the gaming fit-out. Based

on discussions, it is estimated that the overall fitout of the gaming space will take a period of
approximately 12-15 months once the commercial aspects and agreements are finalised. We are
confident that the convergence of all elements in the launch of the integrated resort will unlock its
full potential as a transformative development in South Asia and be a catalyst in creating tourism
demand and foreign exchange earnings for Sri Lanka.

PROPERTY

The Property industry group recurring EBITDA of negative Rs.265 million in 2022/23 is a decrease
against the previous financial year [2021/22: Rs.7.87 billion]. The previous year included a substantial
EBITDA recognition of Rs.6.30 billion from the revenue of the handover of the residential apartment
units and commercial floors at ‘Cinnamon Life Integrated Resort, compared to the absence of
corresponding recognition in the current year. The recognition of revenue of all units sold at
‘Cinnamon Life Integrated Resort' was completed by 31 March 2022, and an inventory of 161 units
remains to be sold. The introduction of value added tax (VAT) of 15% on the sale of residential
apartments and a SSCL of 2.5%, both of which are on revenue, further suppressed demand.

Given the near completion of construction works at ‘Cinnamon Life Integrated Resort’and

the focus and transition on the pre-operational phase of the project with the impending
commencement of operations in end 2024, the review and reporting of the hotel, retail and
entertainment components of the project were transitioned to the Leisure industry group.

The property development components of the project, namely, the two residential apartment
towers and the commercial tower continue to be recorded under the Property industry group.
The residential sales at ‘Cinnamon Life Integrated Resort’ were slow due to the macroeconomic
challenges, where the slowdown in sales is more pronounced in the luxury segment in the market.

In discussion with the contractor at ‘TRI-ZEN; the project construction costs were revisited given
the escalation in costs on account of the steep depreciation of the Rupee and global commodity
and freight cost increases, particularly to realign work to meet timely completion. As the cost
escalation impact is allocated to the profit recognition on the project, there was an adjustment in
the current year to reflect the cost impact on the sales already recognised in the previous financial
years, which affected the current year profitability somewhat materially. Since this adjustment has
been fully absorbed in the current financial year, going forward, the revenue recognition of ‘TRI-
ZEN'will result in positive profit recognition over the ensuing quarters up to and including project
completion. The construction activity at the ‘TRI-ZEN'residential development project is continuing
with encouraging momentum. The mechanical, electrical and plumbing work and fit-outs at ‘TRI-
ZEN'are well underway, with the overall project scheduled for completion in end-2023. The current
high interest rate regime has resulted in a slowdown in sales, although we expect that TRI-ZEN's
positioning as an affordable living solution with a Rupee pricing model, which mitigates the risk of
fluctuating exchange rates for buyers, offers a strong value proposition.

FINANCIAL SERVICES

The Financial Services industry group recurring EBITDA of Rs.6.45 billion in 2022/23 is an increase
of 28% over the recurring EBITDA of the previous financial year [2021/22: Rs.5.02 billion]. The strong
growth in profitability was driven by both Union Assurance PLC (UA) and Nations Trust Bank PLC (NTB).

UA recorded encouraging growth in gross written premiums, driven by renewal premiums, with

UA maintaining its position as the second largest regular new business producer in the industry.

Net investment income recorded growth as a result of an asset reallocation which benefited from
the high interest rate environment which prevailed during the year. The business continued to
strengthen its partnerships with multiple leading banks, consolidating its position as the market
leader in the bancassurance industry in the country through two new partnerships and renewing an
existing partnership during the year. UA recorded an annual life insurance surplus of Rs.2.30 billion in
2022/23, a notable increase against the surplus of Rs.1.60 billion recorded in the previous year, mainly
arising from an increase in GWP, increase in net investment income and management of expenses.
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Nations Trust Bank PLC (NTB) recorded an
increase in profitability driven by an increase
in net interest margins due to the timely re-
pricing of assets which comprised primarily of
a short-duration lending portfolio in a rising
interest rate environment and efficient cost
saving strategies, although profitability was
impacted, to an extent, by the impairment
charges, in line with industry, on the Sri
Lankan Government foreign securities. The
total exposure in this segment is low at
approximately 2% of the total assets of NTB.
Whilst the severe macroeconomic stresses
have largely stabilised, the Bank will continue
to rigorously assess credit quality and persist
with the stringent cost management culture
in place, including leveraging on technology
to enhance customer experience. The Bank is
confident that it has the required resources to
withstand the potential impacts arising from
the current macroeconomic environment,
given the strong capital base, healthy liquidity
buffers and robust risk management models.

OTHER, INCLUDING INFORMATION
TECHNOLOGY AND PLANTATION
SERVICES

Revenue

Rs.6.87 billion ®
2021/22: Rs.4.04 billion 70%
Recurring EBITDA

Rs.7.02 billion ()
2021/22: Rs.5.41 billion 30%
Recurring PBT

Rs.(2.02) billion (\/]
2021/22:Rs.2.21 billion 191%
Recurring PAT

Rs.(5.18) billion (V]
2021/22: Rs.958 million 640%

Work on a series of
advanced analytics use cases
in the Retail, Consumer
Foods, Financial Services
and Leisure industry groups
yielded promising results
with pilot projects delivering
evidence of significant

value that can be unlocked
from translating advanced
analytics insights into front
line business interventions.

OTHER, INCLUDING INFORMATION TECHNOLOGY AND PLANTATION
SERVICES

The Information Technology sector recurring EBITDA of Rs.758 million in 2022/23 is an increase
of 68% over the recurring EBITDA of the previous financial year [2021/22: Rs.451 million]. The
improved performance is on account of onboarding new clients and expanding the scope of
services.

The Plantation Services sector recurring EBITDA of Rs.944 million in 2022/23 is a significant increase
over the recurring EBITDA of the previous financial year [2021/22: Rs.239 million]. The increase in
profitability is primarily on account of improved tea prices.

Other, comprising of the Holding Company and other investments, the Information Technology
and Plantation Services sectors, together, recorded a recurring EBITDA of Rs.7.02 billion in 2022/23,
which is an increase of 30% over the recurring EBITDA of the previous financial year [2021/22:
Rs.5.41 billion]. The increase in EBITDA is mainly attributable to the increase in interest income

due to the translation impact on the foreign currency denominated cash held at the Holding
Company on account of the depreciation of the Rupee. The PBT of the Holding Company was
negatively impacted by an increase in finance expenses as a result of the increase in interest rates,
the translation impact of the IFC loan interest and the notional, non-cash, interest charged on the
convertible debentures issued to HWIC in August 2022, in line with the accounting treatment, due
to significant difference between the market interest rates and the 3% interest accrued on the
instrument.

ADVANCED ANALYTICS

The Group’s advanced analytics transformation journey, in collaboration with a global consulting
firm, continued with the deployment of advanced analytics solutions or ‘use cases, whilst driving
the adoption of a greater degree of data-driven decision making in day-to-day operations of
businesses across the Group. OCTAVE, the Data and Advanced Analytics Centre of Excellence of the
Group, continued to grow in capability and team strength, functioning as a pure play advanced
analytics practice equipped to deliver end-to-end advanced analytics solutions.

As stated in the 2021/22 JKH Annual Report, work on a series of advanced analytics use cases in the
Retail, Consumer Foods, Financial Services and Leisure industry groups yielded promising results
with pilot projects delivering evidence of significant value that can be unlocked from translating
advanced analytics insights into front line business interventions. Accordingly, tested use cases
continued to be rolled out at scale. The ongoing assessment of the impact to the business of these
advanced analytics solutions, post roll-out and complete business wide adoption, has provided
strong evidence that the anticipated benefits that were evident through initial pilot projects can
be sustained at scale, with iterations to adapt to a changing operating environment as and when
required.

The domestic macroeconomic challenges necessitated a continued review of the timing, piloting
and rolling out of certain use cases. However, with the operating environment exhibiting a degree
of stability in the second half of the year under review, many of the use cases that were developed
and pending pilot, were rolled out successfully, particularly in the Supermarket and the Beverages
businesses.

During the year under review, OCTAVE embarked on creating new road maps for potential
use cases across several verticals of the Group while data governance practices were further
strengthened with the adoption of a data governance tool that was deployed to serve core
verticals.

The OCTAVE Advanced Analytics Academy, which offers in-class room training, online courses
and curated on-the-job learning for each cohort of roles linked to the advanced analytics
transformation programme, has successfully trained over 290 team members across the Group in
the functioning of advanced analytics roles at OCTAVE and within the businesses.
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CHAIRPERSON’S MESSAGE

EMPLOYEES

The value creation process of the Group has
been built around our loyal and committed
employees, and | wish to acknowledge, with
gratitude, the contribution and commitment
of our employees during yet another year of
many challenges.

Over the years, we have attracted the best
talent towards building a strong team that
reflects the diversity of the customers we
serve. We continue to engage and encourage
our employees to perform to the best of their
abilities through a performance-oriented
culture founded on ethical and transparent
behaviour, which, in turn, promotes
sustainable and profitable growth. Our people
have been the source of success of the John
Keells Group, and, | believe, will continue to be
a key differentiator going forward as well.

The challenging macroeconomic conditions,
notably an environment of high inflation,
experienced during the past year have created
significant hardships and uncertainty for
people across the country, with the talent pools
exploring alternative careers overseas, resulting
in a substantial increase in migration. The Group
is faced with similar challenges in some of its
businesses as we continue to take steps to
improve retention through various initiatives,
while also focusing on enhancing the Employer
brand of the Group via the launch of initiatives
to make a meaningful, positive and sustainable
difference to our people.

The introduction of 100 days
of Equal Parental Leave was
aimed at eliminating the
discrimination associated
with recruiting women, due
to potential concerns about
maternity leave. We are proud
that the men in the Group,
eligible for parental leave, are
availing themselves of this
opportunity, and hope that

it will also aid the workforce
outside of John Keells Group,
by assisting their partners

to return to their respective
workplaces or join the
workforce, following their
maternity leave.

The Group Executive Committee, in its efforts to mitigate hardships faced by the people as a result
of the impact of rising prices, introduced a Temporary Crisis Allowance during the period under
review for all eligible staff, which is set to continue for the forthcoming year as well. This measure, a
significant step in assisting the employees during these challenging times, is intended to assist the
John Keells family in bridging the gap in the costs of basic essential items and, | believe, epitomises
one of the core Values of our Group - Caring.

The Group conducted its periodic culture survey through the independent third party, Great Place
to Work (GPTW), and is pleased to note that the index improved materially from the previous
survey. Notwithstanding this improvement, the Group has identified several areas in which it can
enhance its people experience, and, as such, put in place a range of initiatives across all sectors to
drive specific employee experience related agendas.

The Corporate Governance Commentary and the Capital Management Review sections of this
Report explain in further detail the best practices, policies and procedures that are in place to
ensure that John Keells is‘More Than Just a Work Place’

ONE JKH - OUR DIVERSITY, EQUITY, AND INCLUSION INITIATIVE

As we reflect on the past year, we are proud to have continued our efforts to create a workplace
culture that is truly diverse, equitable, and inclusive. Launched in 2020, ONE JKH focuses on
increasing female participation in the workforce, inclusivity of the LGBTIQ+ community, and
increasing career opportunities for Persons with Disabilities (PWD). In 2022/23, new initiatives have
been launched and ongoing initiatives strengthened.

The introduction of 100 days of Equal Parental Leave was aimed at eliminating the discrimination
associated with recruiting women, due to potential concerns about maternity leave. We are proud
that the men in the Group, eligible for parental leave, are availing themselves of this opportunity,
and hope that it will also aid the workforce outside of John Keells Group, by assisting their partners
to return to their respective workplaces or join the workforce, following their maternity leave.

The setting of the internal five-year goal of achieving 40% women in the workforce by the end
of 2025/26 has already yielded results. As of 31 March 2023, the Group reached 33% female
participation in our workforce from 30% two years ago, when we set this goal. Further to the
launch in 2022/23, we continue to provide all female employees of John Keells Group with free
sanitary napkins coupled with awareness sessions on menstrual health. We believe that this
will assist to break the stigma around menstruation, address the negative impact on physical
and mental well-being due to the inaccessibility to essential sanitation, and support to improve
productivity of females in our workforce.

In commemoration of Pride Month, in June 2022, a trilingual e-module was launched as an
awareness creator to ensure that everyone across the Group understands the relevant facts and
terminology in relation to the LGBTIQ+ community. The Group was also a sponsor of the 18th
Annual Colombo Pride Festival, partnering with three events that focused on education and
awareness.

In July 2022, to create a truly equitable and inclusive workplace, the Group launched the usage
of Gender-Neutral terminology and created awareness on gender pronouns. This is not only

an effective way to normalise discussions about gender identity and create an inclusive work
environment for transgender and non-binary persons, but also to avoid masculine generic terms
and, instead, use a suitable gender-neutral alternative.

In January 2023, we launched our PWD policy which provides details of the disability categories
structured in line with globally accepted categorisations that the Group will adopt going forward.
We have identified job roles from each business unit that can be filled by those within diverse
disability categories, with reasonable accommodation. While a few years ago, we commenced
making our locations wheelchair accessible, as part of the supported employment strategy
roadmap, we will continue to work on the infrastructure changes required to make our physical
and digital spaces accessible to all.
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GOVERNANCE

I am pleased to state that there were no
reported violations of the Group Code of
Conduct and Code of Business Conduct

and Ethics of the Code of Best Practice of
Corporate Governance 2013, jointly advocated
by the Securities and Exchange Commission
of Sri Lanka and the Institute of Chartered
Accountants of Sri Lanka. | also wish to affirm
our commitment to upholding Group policies,
where emphasis is placed on ethical and legal
dealings, zero tolerance for corruption, bribery
and any form of harassment or discrimination in
our workplace and any work-related situations.

In affirmation of this commitment, JKH

was ranked first in the Transparency in
Corporate Reporting (TRAC) Assessment by
Transparency International Sri Lanka (TISL)
for the third consecutive year, with a 100%
score for transparency in disclosure practices.
This ranking is based on an assessment of
corporate disclosure practices among the top
100 companies listed on the Colombo Stock
Exchange.

During the year under review, several initiatives
were undertaken to further strengthen the
Group's governance framework and controls.
The Group continued with its multi-pronged
approach to internal audits and process
reviews by augmenting its integrated fraud
deterrent and investigation framework to foster
synergy and collaboration efficiencies between
components that deliver governance and
assurance and related services, in facilitating
business strategies. In addition, the Group
recorded the Policy for bidding on contracts
and tenders, which entails a standardised set
of guidelines for bidding, including to those

of local and foreign governments and related
bodies and further strengthened its Policy on
gifts and entertainment to include a reporting
and monitoring mechanism for all gifts or
benefits received or given.

JKH was ranked first in the
Transparency in Corporate
Reporting (TRAC) Assessment
by Transparency International
Sri Lanka (TISL) for the third
consecutive year, with a 100%
score for transparency in
disclosure practices.
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As a part of the Group’s ongoing efforts towards increasing
emphasis on environmental, social and governance (ESG) aspects,
the Group embarked on re-formulating its ESG framework in
collaboration with an international third-party consulting firm,
setting revised Group-wide ESG ambitions and translating such
ambitions to ESG related targets.

As a part of the Group's ongoing efforts towards increasing emphasis on environmental, social
and governance (ESG) aspects, the Group embarked on re-formulating its ESG framework in
collaboration with an international third-party consulting firm, setting revised Group-wide ESG
ambitions and translating such ambitions to ESG related targets. This exercise is expected to
ensure enhanced alignment between the different ESG strategies of the Group’s business units,
culminating in a holistic ESG strategy and roadmap for the Group. Select Group policies related
to ESG areas were further enhanced in line with best practices advocated by internationally
reputed institutions such as the Asian Development Bank and International Finance Corporation,
particularly given their focus on development impacts and positive externalities.

Further details on governance compliance and initiatives can be found in the Corporate
Governance Commentary of this Report.

Integrated Reporting

This Report has been prepared in conformance with the Integrated Reporting Framework of

the International Integrated Reporting Council. The Board of Directors and the Group Executive
Committee are responsible for ensuring the accuracy and integrity of this Annual Report. We
confirm, to the best of our knowledge, the credibility, reliability and integrity of the information
presented, and, in this regard, external assurance has also been sought from independent auditors,
as applicable.

SUSTAINABILITY

This Report discloses the Group's sustainability performance in accordance with the Global Reporting
Initiative (GRI) Standards and details its integrated approach to sustainable business practices, its
management framework and its overall sustainability performance over the reporting year.

The Group continued its efforts to manage its Natural Capital through initiatives aimed at
improving efficiency, conservation of natural resources and management of outputs such

as emissions, effluents and waste in a responsible manner. Further, the Group continued to
make investments in its Human Capital through training and development and ensured a safe
working environment for its diverse workforce. Encouraging supply chain partners to advance
their sustainability efforts and the work done with communities further enabled the Group to
strengthen its Social and Relationship Capital.

Upon completion of the ESG exercise referred to above, the Group’s alignment of different ESG
efforts will be clearly defined through the framework and the Group’s ESG agenda including
ambitions and roadmaps with short, medium and long-term goals on how these ambitious goals
would be achieved, would be clearly stated.

Given the higher operational activity compared to the previous year, in absolute terms, the Group
recorded increases in emissions and resource usage. However, reflecting the positive results of the
initiatives embarked upon in these areas on an efficiency basis, the Group’s carbon footprint per
million rupees of revenue decreased by 29% and water withdrawn per million rupees of revenue
decreased by 31%, respectively. In absolute terms, the Group reported an 8% increase in its carbon
footprint to 103,597 MT, a 5% increase in its water withdrawal to 1,931,418 cubic meters and a 2%
increase in its waste generation to 8,322 MT. 249 incidences of occupational injuries were recorded
during the year. Employees were provided with an average of 26 hours of training per person.
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The Group's businesses continue to work towards the established Sustainability Goals to be
achieved by 2024/25, which include renewable energy generation and plastic reduction. The
performance against these goals is disclosed in this Report.

Plasticcycle

The Group’s Social Entrepreneurship Project ‘Plasticcycle; has been steadfast in its efforts to serve
as a catalyst for significantly reducing plastic pollution in the country. Through its initiatives,
‘Plasticcycle’aims to reduce usage of single-use plastics, support responsible disposal, and
promote recycling initiatives and innovation to support a circular economy. Despite the challenges
posed by the economic crisis, ‘Plasticcycle’ has collected 127,000 kg of recyclable plastic waste
since its inception in 2017/18. This has been made possible through a robust network of over 250
collection bins, with a monitoring and reporting mechanism on the collections, which enables
reassigning of the bins to new locations, targeting increased collections per bin.

For the year in review, Plasticcycle’further strengthened its collection network, by placing
recyclable plastic waste disposal bins at certain exits of the Central Expressway in partnership with
Ceylon Cold Stores PLC, Coca Cola Beverages Sri Lanka, the Road Development Authority and Eco
Spindles.

‘Plasticcycle’also conducted customised awareness sessions for over 3,000 students and other
target audiences with the aim of highlighting the challenges related to plastic pollution and
educating and encouraging them on adopting the 4R’s — Refuse, Reduce, Reuse and Recycle with
regard to plastics.

CORPORATE SOCIAL RESPONSIBILITY

The John Keells Group’s deep-rooted commitment to Corporate Social Responsibility (CSR) is an
integral part of our business ethos. We believe in proactively contributing to building a better
future for all and ensuring that our efforts had meaningful and sustained impact during the
unprecedented economic challenges which prevailed during the year in Sri Lanka.

Guided by our CSR vision of Empowering the Nation for Tomorrow/, John Keells Foundation (JKF)
continued to operate within the six focus areas of Education, Health, Livelihood Development,
Environment, Arts & Culture and Disaster Relief. Our CSR initiatives remain aligned to national priorities
and the Sustainable Development Goals as well as principles of the United Nations Global Compact
of which JKH is a participant. CSR volunteerism by staff enabled them to contribute to community
activities while benefiting from the resultant positive energy, team spirit and personal motivation.

Highlights of our CSR initiatives during the year are outlined below, while details can be found in
the Group Consolidated Review section in this Report.

Crisis Response

The Group initiated a multi-pronged crisis response initiative to address the widespread socio-
economic challenges affecting Sri Lanka. Accordingly, the following projects were designed and
implemented to provide both immediate relief as well as sustained empowerment-based support
to affected persons under the broad pillars of food security and educational support.

Dry Ration Distribution

‘Keells'and 'Union Assurance; in collaboration with other stakeholders, distributed a total of 35,940
relief packs to disadvantaged families and communities across the country.

We believe in proactively contributing to building a better future
for all and ensuring that our efforts had meaningful and sustained
impact during the unprecedented economic challenges which
prevailed during the year in Sri Lanka.
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The Group’s Social
Entrepreneurship Project
‘Plasticcycle; aims to reduce
usage of single-use plastics,
support responsible disposal,
and promote recycling
initiatives and innovation to
support a circular economy.

School Meal Programme

Under‘Pasal Diriya’- an initiative by JKF in
partnership with the Ministry of Education and
Group businesses, to establish an ecosystem
to provide nutritious school meals towards
mitigating child malnutrition, increasing
school attendance and improving mental
well-being - a total of 125,977 school meals
were provided to 2,951 children of 11 selected
schools and 3 preschools. Through the ‘Keells
Meal Donation’ crowdfunding initiative, over
49,578 school meals were also distributed to
995 children in 26 preschools.

Home Gardening and Sustainable
Farming

Local communities around Group businesses
were empowered to improve the productivity
of farms and develop home gardens through
resources and training on good agricultural
practices towards strengthening food security,
improving nutrition, enhancing livelihoods and
generating additional household income. The
production of over 98,273 kgs of fresh produce
was attributed to these efforts during the year.

Provision of Entrepreneurship Grants
and Other Support

‘Keells' provided microgrants to 400
beneficiaries in over seven locations and also
partnered with USAID and other stakeholders
to support 21 small-scale suppliers of
‘Keells'through loans, grants and technical
support and business mentoring to enhance
productivity and competitiveness.

Access to Education

The John Keells ‘Praja Shakthi' Digital Learning
Initiative, in partnership with Deutsche Bank,
Dialog Axiata PLC and John Keells Office
Automation, was expanded to provide digital
devices and data packages to 180 children.
Back-end monitoring systems supplemented
by cyber safety awareness were implemented
to ensure online safety of beneficiary students.
Additionally, JKF increased the quota of annual
English and Higher Education scholarships
awarded to deserving students.



Donation to the ‘Suwa Seriya’
Foundation

JKH donated Rs.100 million to the ‘Suwa Seriya
Foundation'for the operations of the ‘Suwa
Seriya Ambulance Service, which provides
free-of-charge lifesaving emergency medical
assistance to the public across the country.
The donation aims to support the ambulance
service, which was facing financial constraints,
allowing the service to continue operations.

Project WAVE (Working Against
Violence through Education)

Project WAVE continued to combat gender-
based violence (GBV) and child abuse through
multiple public awareness and social media
initiatives, including carrying out an interactive
forum for lawyers, judges and police officers

in partnership with the Bar Association of

Sri Lanka, with a total reach of an estimated
631,313 persons, training for 39 police officers
of the Polonnaruwa Police Division, child
protection awareness for 2,264 school children
as well as internal awareness and training
programmes for 2,216 Group staff.

Substance Abuse Prevention

Substance abuse awareness was undertaken by
JKF with the National Dangerous Drugs Control
Board, Humedica Lanka and local Government
agencies to conduct customised awareness
programmes for 379 school teachers, preschool
teachers, parents and Government officers and
through a social media campaign reaching an
estimated 12,447 individuals.

John Keells ‘Praja Shakthi’

* The Child Learning Centre at De Mel Park
Community Centre in Colombo 2, was
established with ChildFund Sri Lanka and
the Colombo Municipal Council while a
series of 48 aesthetic workshops for youth
was concluded with a successful exhibition.

e Women’s Livelihood enhancement
continued with batik artisans in Hikkaduwa
and paper product entrepreneurs in Ranala.

Upskilling Youth

e Under the long-term collaboration with the
University of Moratuwa, 97 undergraduates
of the Transport Management and
Logistics Engineering Faculty underwent a
customised English programme.

e 738 students of the Universities of
Ruhuna and Colombo benefited from
soft skills webinars towards improving
undergraduate employability.
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JKH donated Rs.100 million to the ‘Suwa Seriya Foundation’ for
the operations of the ‘Suwa Seriya Ambulance Service, which
provides free-of-charge lifesaving emergency medical assistance
to the public across the country. The donation aims to support
the ambulance service, which was facing financial constraints,
allowing the service to continue operations.

Environment Conservation
JKF's conservation efforts during the year included:

¢ Planting of 15,315 seedlings of indigenous forest plants under the 3-year Cinnamon Rainforest
Restoration Project — a collaboration between JKF, ‘Cinnamon Hotels & Resorts; Ruk Rakaganno
and the Forest Department - aimed at restoring a degraded 59-acre plot in Suduwelipotha Forest.

¢ Production of an awareness cum promotional video on the Rumassala Nature Field Centre
under a long-term collaboration between JKF and the Central Environment Authority.

Arts & Culture

e Kala Pola - The 30" anniversary of Sri Lanka’s renowned annual art fair of visual art showcased
the works of 312 adult artists and 358 child artists, to over 33,000 visitors.

*  Primary sponsorships/grants - JKF's sustained support enabled:

The Museum of Modern and Contemporary Art Sri Lanka (MMCA) to show the ‘Encounters’
exhibition to over 20,866 visitors and conduct capacity building for representatives of 18 Sri
Lankan cultural organisations through MMCA's first Museum Intensive programme with the
Reinwardt Academy and the Cultural Heritage Agency in the Netherlands.

The Gratiaen Trust to conduct the annual Gratiaen Prize, the H.Al. Goonetileke Prize for
Literary Translation and initiate its 30" year commemorations with a literary day in Jaffna.

Group Volunteerism

During the year in review, JKF recorded a total of 4,856 hours of CSR volunteerism by 610 staff
volunteers across the John Keells Group in respect of activities conducted by JKF. This number
excludes substantial volunteer activities independently undertaken at a business unit level.

DIVIDENDS

The Company paid a first interim dividend of Rs.1.00 per share in December 2022 and a second
interim dividend of Rs.0.50 per share in March 2023.

Your Board maintained the final dividend for 2022/23 at Rs.0.50 per share given the
macroeconomic environment which could result in stresses on operating performance and

cash flows and the pipeline of strategic investments such as'Cinnamon Life Integrated Resort'and
the WCT-1 project. Accordingly, the dividend declared for 2022/23 is Rs.2.00 per share. The final
dividend for 2022/23 will be paid on or before 21 June 2023. The Group will follow its dividend
policy which corresponds with growth in profits, whilst ensuring that the Company maintains
adequate funds to ensure business continuity and to fund its pipeline of strategic investments.

RETIREMENTS AND APPOINTMENT OF DIRECTORS

Mr. A. Omar retired from the JKH Board with effect from 27 June 2022, having completed nine
years on the Board. | would like to place on record our deep appreciation for the invaluable
contribution made by Mr. Omar during his tenure on the Board.

Ms. P. Perera will retire from the JKH Board with effect from 30 June 2023, having completed
nine years on the Board. | would like to place on record our deep appreciation for the invaluable
contribution made by Ms. Perera during her tenure as a Director.

As announced to the Colombo Stock Exchange, Dr. Sharmini Amrita Coorey was appointed as an
Independent Non-Executive Director of John Keells Holdings PLC, with effect from 1 January 2023.
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CHAIRPERSON’S MESSAGE

CONCLUSION

The year under review was characterised by many unprecedented events in the country,
economically, socially and politically. The corporate sector had to endure challenges unseen before,
and I am pleased that the Group performed admirably during this tumultuous period. Whilst the
country and our people showed resilience once again to emerge from this challenge to levels of
normalcy within a relatively short period of time, an economic crisis of this proportion can be a
catalyst for a major economic overhaul for the country and presents a significant opportunity to
re-set and re-rate some of the country’s fundamentals. The resolve to continue to stay on the path
of consolidation and ensure we address the calls for better governance, including public sector
reform, will be pivotal to achieving sustainable growth. As mentioned before, the country has,
possibly for the first time ever, put in place the fundamental framework of economic policies that
will enable us to emerge from this crisis stronger than we were. As importantly, the ‘checks and
balances'required to ensure financial responsibility, through legislative means, are critical to ensure
the framework for independent management of external financing is maintained, and we hope the
Government enacts the relevant Acts expeditiously. Whilst Sri Lanka has commendably embarked
on the hard road to recovery, it is imperative to sustain the reform momentum, rebuild trust in
public institutions through greater transparency and accountability, and protect the livelihoods of
those most affected by the crisis. We are hopeful that Sri Lanka’s international partners will continue
to extend their support to help achieve this balance between critical reforms and ensuring that
people’s safety nets and opportunities are not lost.

As always, | am extremely proud of the manner in which our people and teams have rallied around

to ensure we continue to prepare, pre-empt and navigate challenges successfully. Whilst the impact
and outlook on consumer spend as a consequence of the fiscal and monetary tightening measures,

including higher taxation, and elevated inflation are somewhat uncertain at this juncture in time, |
am confident that our businesses have done their best to ensure that the momentum of business
continues to its utmost potential as we serve all our stakeholders. While the macroeconomic
conditions have improved significantly, we are conscious that the current impact on consumer
discretionary spend on account of higher taxation, interest rates and policy measures to restore
economic stability may continue over the next few quarters. The Group will continue to focus on
productivity, cost optimisation and closely review all capital expenditure and new investments as
a means to driving profitability. As we look forward to the years ahead, we pledge to play our part
and take a proactive role in shaping and driving the nation’s economic recovery, as the Group also
brings to bear our landmark transformative projects such as the ‘Cinnamon Life Integrated Resort’
and the West Container Terminal (WCT-1) at the Port of Colombo, which are both expected to
commence operations towards the end of 2024.'Cinnamon Life' will be the first integrated resort in
Sri Lanka and is the largest private investment in the country to date, evidencing our commitment

to nation-development, which remains strong. We continue to be guided by our vision to transform

Sri Lanka through such landmark investments. That vision is fast becoming a reality as we look
forward to launching operations of both these investments by the end of 2024.

We believe that the convergence of an economic revival together with our own landmark
transformational projects coming to life will create tremendous opportunities for the country and
Group, which we believe will result in a re-rating’ of our performance and investment thesis.

In conclusion, on behalf of the Board of Directors and all employees of the John Keells Group,
I thank all our stakeholders for the support extended to the Group during the year. | also wish
to thank all staff of the John Keells Group for their unstinted commitment, understanding and

cooperation throughout yet another extremely challenging year.

Finally, | thank my colleagues on the Board and the Group Executive Committee for their valuable
guidance and support during the year.

Ok Bilid,

Krishan Balendra
Chairperson

23 May 2023
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As we look forward to the years
ahead, we pledge to play our
part and take a proactive role
in shaping and driving the
nation’s economic recovery, as
the Group also brings to bear
our landmark transformative
projects such as the ‘Cinnamon
Life Integrated Resort’ and

the West Container Terminal
(WCT-1) at the Port of Colombo,
which are both expected to
commence operations towards
the end of 2024.



INVESTOR RELATIONS

GROUP HIGHLIGHTS

The ensuing section details the key highlights of the year under review,

followed by an overview of the key verticals, its industry potential,
outlook and the initiatives that are undertaken to drive growth.

The JKH Investor Presentations are available on the Corporate Website to provide easier access and
in-depth details of the operational performance of the Group.

FINANCIAL AND MANUFACTURED CAPITAL

https://www.keells.com/investor-relations

Financial Highlights

Group (Rs.million) | 2022/23 | 2021/22 | 2020/21
Revenue - consolidated 311,478 244,294 145,446
Recurring profit before interest and tax (EBIT) 34,944 31,149 7,893
Recurring profit before interest, tax, depreciation and

amortisation (EBITDA) 45,740 39,259 18,750
Recurring profit before tax (PBT) 17,141 24432 3,498
Recurring profit after tax (PAT) 14,109 20,760 6,222
Net debt (excluding both lease liabilities and the

convertible debenture liability) 111,029 77,611 48,709

Key operational and financial highlights during the year under review

The Group reported a resilient performance during the year, amidst the unprecedented challenges
in the operating environment, recording a recurring EBITDA growth of 17% to Rs.45.74 billion. This
is despite the substantial EBITDA recognition of Rs.6.30 billion from the revenue of the handover of
the residential apartment units and commercial floors at the ‘Cinnamon Life Integrated Resort'in
2021/22, compared with the absence of corresponding recognition in the current year.

Sri Lanka has witnessed a strong turnaround from the onset of its worst macroeconomic crisis,
and it is encouraging to witness the continuation of normal day-to-day activities in the country,
supported by continued political and social stability.

The Group's Bunkering business recorded a significant increase in profitability driven by higher
margins on account of the steep increase in fuel oil prices and volumes during the first half of
the year, whilst the profitability of the Group’s Ports and Shipping business recorded an increase
as a result of higher revenue from ancillary operations and the translation impact due to the
depreciation of the Rupee.

The Leisure industry group recorded a strong performance driven by the Maldivian Resorts and
the recovery momentum in the Colombo Hotels and Sri Lankan Resorts segments, supported
by a return to normalcy on the back of continued political and social stability during the
second half of the financial year.

The Supermarket business recorded a recurring EBITDA growth of 45% to Rs.7.46 billion due to
an increase in same store sales driven by a combination of higher customer footfall and basket
values on account of high inflation.

Profitability in the Consumer Foods businesses was impacted by volume declines in the second
half of the year, reflective of dampened consumer sentiments, and lower margins. With global
raw material prices coming off its peak, the stabilisation of the country’s foreign exchange
liquidity position and the appreciation of the Rupee, the pressure on margins has started to
gradually ease from the fourth quarter of 2022/23 onwards.

The Property industry group recorded a decline in profitability due to 2021/22 including
revenue and profit recognition from the handover of the residential apartment units at

the ‘Cinnamon Life Integrated Resort, compared with the absence of any corresponding
recognition in the current year. The recognition of revenue of all units sold at the ‘Cinnamon
Life Integrated Resort’was completed by 31 March 2022.

The Financial Services industry group recorded a strong growth in profitability, where the
Insurance business witnessed a growth in the life insurance surplus and gross written premiums
whilst Nations Trust Bank recorded an increase in net interest margins and a reduction in costs.
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Insight - Private Placement of
Convertible Debentures to HWIC
Asia Fund

In August 2022, the Company raised funds
by way of a private placement of LKR
denominated securities to HWIC Asia Fund
(HWIQ), a subsidiary of Fairfax Financial
Holdings Limited, Canada.

* Rs.27.06 billion was raised by issuing
208,125,000 Sri Lankan Rupee
denominated unrated, unlisted,
unsecured convertible debentures at
an issue price of Rs.130 per debenture.

* The debentures have a maturity period
of three years and will accrue interest
at a rate of 3% per annum.

* The date of maturity of the debentures
is 12 August 2025 with HWIC having
the option to convert each debenture
to one new ordinary share of the
Company during the conversion
period commencing from 12 February
2024 to 12 August 2025.

* The maximum number of ordinary
shares that would potentially be
issued under the conversion of the
debentures would be 208,125,000
ordinary shares.

Accounting Treatment:

* The convertible debentures were
benchmarked against an equivalent
plain vanilla debenture in order
to segregate the liability (which is
debt-like) and equity components
associated with the transaction, as per
the accounting standards.

¢ The resultant liability embedded in the
convertible debentures was recognised
under non-current financial liabilities,
whilst the residual of Rs.10.51 billion was
recognised under other capital reserves.
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INVESTOR RELATIONS
GROUP HIGHLIGHTS

Annual Recurring EBITDA and Recurring PBT

Rs.million ‘ 2022/23 | 2021/22 | 2020/21 2019/20
Recurring EBITDA

Transportation 11,963 6,141 3,610 4,375
Consumer Foods 3,184 3,485 3318 3,366
Retail 8,779 7,549 5523 5,108
Leisure 8,604 3,785 (3,588) 2,306
Property (265) 7,867 (17) 641

Financial Services 6,451 5,024 3,645 2,988
Other, including Information Technology

and Plantation Services 7,024 5,408 3,082 1,286
Group 45,740 39,259 15,572 20,069
Recurring PBT

Transportation 10,973 5712 3,269 4,044
Consumer Foods 1,140 2,319 2,304 2,284
Retail 1,527 3,056 1,608 1,490
Leisure (382) (1,512) (8,546) (1,597)
Property (503) 7,650 (109) 535

Financial Services 6,400 4,995 3,360 2,755

Other, including Information Technology

and Plantation Services (2,015) 2,213 1,612 787
Group 17,141 24,432 3,498 10,299

Maturity Analysis of Interest Bearing Borrowings

Payments (principal and interest)

Composition on interest bearing borrowings
(%) (Rs.billion)
100 80
70
80 60
60 50
40
40 30
20 20
10
0 0
CY24 CY25 CY26 Ccv27 CY28 CY29
onwards
W Leisure M Retail — Total (Rs.billion)

M Holding Company M All other industry groups

The following should be noted with regard to the illustration above:

* Interest bearing borrowings does not include the convertible debentures issued in
August 2022. The liability component amounting to Rs.18.38 billion is recognised under
Non-Current Financial Liabilities. In the event the debenture is not converted during the
conversion window, an obligation for Rs.27.06 billion will materialise in August 2025.

* The USD 225 million term loan facility at‘Cinnamon Life Integrated Resort, captured
under Leisure, falls due for repayment in December 2026. Based on the structuring of
the loan, ~75% of the loan is due for repayment in the final year where the intention
and strategy would be to refinance a component at that juncture.

e The USD 175 million term loan from IFC, captured under the Holding Company, falls due
for repayment in equally amortising capital repayments from December 2024 onwards.

e [tis pertinent to note that the pressures on the exchange rate exposure arising from
the ‘Cinnamon Life Integrated Resort’ project are mitigated to a large extent as the
functional currency of Waterfront Properties (Private) Limited, its project company,
is US Dollars. Accordingly, the risk is largely hedged 'naturally’ given the expectation
of foreign currency linked revenue streams. Similarly, at present, there is no foreign
exchange translation risk on the IFC loan since the cash is retained in foreign currency
at the Holding Company.

Recurring Group EBITDA

Rs.45.75 billion ()
2021/22: Rs.39.26 billion 17%
Recurring Group PBT

Rs.17.15 billion 9
2021/22: Rs24.43 billion 30%

The decline in recurring PBT of 30% in the current
year is primarily due to the following reasons.

* The previous year included a profit recognition
of Rs.6.30 billion on account of the residential
apartment sales at'Cinnamon Life Integrated
Resort; as explained elsewhere in this Report,
whereas there was no corresponding profit
recognition in the current year.

* Increase in finance expenses due to the
impact of significantly higher interest rates
and the translation impact of the foreign
currency denominated interest expense on
account of the depreciation of the Rupee.

* A non-cash notional change of Rs.1.83 billion
was recorded in the current year in respect of
the convertible debenture issued to HWIC.

Net debt (excl. both lease liabilities and
the convertible debenture liability)

Rs.111.03 billion (A)
2021/22: Rs.77.61 billion 43%
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Insight - Capital Expenditure

Despite the challenging and unprecedented
years, the Group has carried out significant
investments which have continued steadfastly,
maintaining the depth and breadth of the
Group's long-term investment strategy which
is now coming in fruition.

The investments in recent years have focused
on a refurbished portfolio of Leisure properties
and the acquisition of a long-term lease on a
new hotel in the Maldives. The Group has also
doubled its store footprint in the Supermarket
business to over 130 outlets and capacity

and capability investments in the Frozen
Confectionery and Insurance businesses.

The Group is confident of its ability to fund
projects, if feasible, and as required, thereby
optimising equity returns in the long run.

In addition to the routine maintenance capital
expenditure, the key investments the Group
will focus on in the near-term:

* Balance investment towards the
completion of the ‘Cinnamon Life
Integrated Resort’

* Investment towards the West Container
Terminal (WCT-1) of the Port of Colombo

* Roll-out of the Supermarket outlets

e Completion of ‘Cinnamon Red Kandy’



Industry Group-wise Quarterly Performance

The following provides an insight to the performance of the industry groups across the quarters.

Although there were no pandemic related disruptions in Q1, there were numerous challenges and macroeconomic pressures emanating
from a precarious external financing position, including a severe fuel shortage, scarcity of essential commodities, food and medicines, and
disruptions to power. Despite this, the Group reported a strong performance, which was a significant improvement over the comparative
period of last year, with all businesses witnessing a sustained recovery momentum. The Group’s Leisure businesses, in particular, continued
to record a significant turnaround in performance primarily due to the Maldivian Resorts. It should be noted that the performance of the
comparative quarter was somewhat distorted due to the business disruptions on account of the imposition of island-wide travel restrictions.

Despite the challenging operating environment in Q2, the Group reported a strong performance with all businesses recording an increase in
profitability, except for the Property industry group. The day-to-day consumer and business activity gradually reverted to levels of normalcy from
late July 2022 onwards, supported by political and social stability and less disruptions on account of the macroeconomic challenges. It is noted
that the comparative quarter continued to be impacted by business disruptions stemming from the Covid-19 pandemic.

Q3 witnessed the continuation of normal day-to-day consumer and business activity, supported by sustained political and social stability
and less disruptions on account of the macroeconomic challenges. Whilst businesses witnessed a strong performance in contrast to the
comparative quarter, cost pressures continued to impact businesses. The Consumer Foods industry group in particular noted a decline in
profitability due to a contraction in volumes on account of price increases undertaken in several stock keeping units (SKUs) to address rising
costs, mitigate margin pressure, and declining disposable incomes.

The overall macroeconomic stability of the country improved during the fourth quarter aiding tourism and the Group’s Sri Lankan Leisure
businesses. However, consumer disposable income contracted further with the increase in personal income taxes implemented from 1
January 2023, which impacted the Group's consumer focused businesses, in particular.

Group Revenue ‘ Rs.million ‘ YoY %

2022/23 o Q2 Q3 Q4 Qi Q2 Q3 Q4
Transportation 23,969 20,233 15,335 14,108 343 161 102 27

Consumer Foods 7,657 8,457 7,298 7,856 107 85 34 8
Retail 25,624 25,835 28,040 27,349 27 24 8 15

Leisure 8,623 8,030 10,631 12,394 346 160 90 50

Property 590 695 402 436 (84) 91) (88) (98)
Financial Services 3,356 3,970 4,873 4,003 11 2 1 2

Other, including Information Technology and

Plantation Services 1,695 1,845 1,659 1,674 71 84 88 44
Group 71,516 69,065 68,239 67,820 84 40 27 (11)
Recurring EBITDA ‘ Rs.million ‘ YoY %

2022/23 o Q2 Q3 Q4 Qi Q2 Q3 Q4

Transportation 4,551 3,035 2,840 1,537 345 153 103 (39)
Consumer Foods 1,233 1,009 402 540 288 68 (60) (65)
Retail 2,319 1,963 2,320 2,176 48 48 2 9)
Leisure 1,869 1,005 1,898 3,831 (388) (2,278) 54 18

Property (140) (279) (312) 466 (126) (122) (144) (91)
Financial Services 877 1,104 2,571 1,899 14 12 22 64

Other, including Information Technology and

Plantation Services 2,623 1,457 1,746 1,198 119 35 117 (49)
Group 13,333 9,294 11,465 11,647 180 45 20 (37)

Navigating Our Value Creation Journey — Group Highlights ~ Management Discussion and Analysis ~ Governance  Financial Statements  Supplementary Information

25



INVESTOR RELATIONS
GROUP HIGHLIGHTS

Dividend

* The Company paid two interim dividends of Rs.1.00 and Rs.0.50 per
share in December 2022 and March 2023, respectively.

e Whilst the Group recorded a growth in core operating profits despite
the substantial EBITDA recognition of Rs.6.30 billion from the revenue
of the handover of the residential apartment units and commercial
floors at the ‘Cinnamon Life Integrated Resort’in 2021/22, compared
with the absence of corresponding recognition in the current year,
given the macroeconomic environment which could result in
stresses on operating performance and cash flows and the pipeline
of strategic investments such as the ‘Cinnamon Life Integrated Resort’
and the WCT-1 project, the final dividend for 2022/23 was maintained
at Rs.0.50 per share.

* Accordingly, the dividend declared for 2022/23 is Rs.2.00 per share
[2021/22: Rs.1.50 per share].

Distributions to Shareholders and Payout Ratio

(Rs.billion)

FY20

(%)
10

54
8
6
4
2
0
FY19

M Dividend paid

60

50

40

30

20

FY21 FY22

FY23

— Group dividend payout (%)

Market Information of the Ordinary Shares of the Company

2022/23 | 2021/22
e The Group will follow its dividend policy which corresponds with
growth in profits whilst ensuring that the Company maintains Average daily turnover (Rs.million) 105 169
adequate funds to support business continuity and fund its pipeline Percentage of total market turnover (%) 5.0 35
of strategic investments. Market capitalisation (Rs.million) 193,888 200,813
Percentage of total market capitalisation (%) 5.0 5.2
W
Tl ECONOMIC VALUE ADDED STATEMENT
—e Operating
Revenue @ — Costs
Rs.276,640 mn . . Rs.236,941 mn
2021/22: Rs.218,075 mn Direct Economic 2021/22: Rs.195,677 mn
Value Generated
Finance Income* ©— Rs.315,254 mn Employee Wages
2021/22: Rs.254,157 mn and Benefits
Rs.26,900 mn
! Rs.23,529 mn
2021/22:Rs.30,806 mn
2021/22:Rs.17,335 mn
Share of Results of Equity e— | e Payments to
Accounted Investees Pr:vi ders of Funds
Rs.7,574 mn
f R Economic Value Economic Value Rs.21 1297 mn
2021/22: Rs.6,746 mn Retained Distributed 2021/22: Rs.9,280 mn
Rs.26,689 mn Rs.288,565 mn
Profit on Sale of Assets o 2021/22:Rs.27,228 mn 2021/22: Rs.226,929 mn —® PaymentsTo
and Other Income Government
Rs.3,261 mn Rs.6,507 mn
2021/22:Rs2,615 mn 2021/22: Rs.4,478 mn
Valuation Gain/(Loss) on e— i l l —e Community
Investment Property Depreciation Amortisation Profit After Dividends Investments
Rs.879 mn Rs.6,281 mn Rs.5,003 mn Rs.15,404 mn Rs.293 mn

2021/22: Rs.(4,085) mn 2021/22:Rs.5015 mn

2021/22:Rs.3,546 mn

2021/22:Rs.18,667 mn 2021/22:Rs.159 mn

*Includes interest income from life insurance policyholder funds at Union Assurance PLC and foreign exchange gains.
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GOVERNANCE

Shareholding Structure The current composition of the JKH Board
(%) 8
7
6
38 5
999%, 4 Male
free-float 3
62 2
1 Female
0
Designation Gender Agegroup  Boardtenure
® Domestic Foreign (years)

Environmental, Social and Governance (ESG) Initiatives

* Asa part of the Group's ongoing efforts towards increasing emphasis on environmental,
social and governance (ESG) aspects, the Group embarked on re-formulating its ESG
framework in collaboration with an international third-party consulting firm, setting
revised Group-wide ESG ambitions and translating such ambitions to ESG related targets.

* Select Group policies related to ESG areas were further enhanced in line with best practice
advocated by internationally reputed institutions such as the Asian Development Bank
and International Finance Corporation, particularly given their focus on development
impacts and positive externalities.

ONE JKH - Diversity, Equity, and Inclusion Initiative
Key initiatives during the year:

* Introduction of an equal 100 days of maternity and paternity days as parental leave at the
birth or adoption of a child. The five days of paternity leave was enhanced to 100 days,
ensuring equity, and recognising the importance of both parents'roles in early childcare.

* The Group has set a goal of increasing women participation in its employee cadre up to
40% by the end of 2025/26. In this regard, women participation as at the end of the year
stood at 33% [2021/22: 33%)].

¢ Adoption of gender-neutral terminology with the objective of avoiding word choices
which may be interpreted as biased, discriminatory or demeaning and with the intention
of being inclusive of gender non-binary persons.

¢ Asafirst step to developing a focused strategy around increasing career opportunities
for persons with disabilities (PWDs), a tri-lingual survey to understand the needs and
perceptions of PWDs was launched.

* The Group continued with its multi-pronged approach to internal audits and process reviews
by augmenting its integrated fraud deterrent and investigation framework to foster synergy
and collaboration efficiencies between components that deliver governance and assurance
and related services, in facilitating business strategies.

* The Group recorded the Policy for bidding on contracts and tenders, which entails a
standardised set of guidelines for bidding, including to those of local and foreign governments
and related bodies and further strengthened its Policy on gifts and entertainment to include a
reporting and monitoring mechanism for all gifts or benefits received or given.
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Transparency in Corporate
Reporting

JKH was ranked first in the Transparency
in Corporate Reporting (TRAC)
Assessment by Transparency International
Sri Lanka (TISL) for the third consecutive
year, with a 100% score for transparency
in disclosure practices.

INTERNAL GOVERNANCE
STRUCTURE

Board of Directors and
Senior Management Committees

vV

Human Resources

and Compensation
Committee
F;elated Earty Audit
ransactions B
. Committee
Review Board of
Committee | pirectors
/l:roject Risk Nominations
ssessment Committee
Committee
o
Chairperson-CEO
o
Group Executive Committee (GEC)
o
Group Operating Committee (GOC)
o
Group Management Committee (GMC)
® o ®
Sector Committee
® o ®
Management Committee
o

Employee Empowerment
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GROUP HIGHLIGHTS

? NATURAL CAPITAL

Performance 2022/23 | 2021/22* 2020/21 ‘

Energy consumption: non-renewable sources (GJ) 1 386,837 301,172 216,253 1 93 1 41 8 m3

Energy consumption: renewable sources (GJ) 2 124,228 127,825 132,706 ’ ’

Purchased energy: national grid (GJ) 3 398,518 390,654  *%349,195 Total water consumed across

Total energy consumption (1) + (2) + (3) 909,583 819651 **698,154 all business units

Total energy consumption (GJ) per Rs.million of revenue 3.53 449 2.75

Direct greenhouse gas emissions - Scope 1 (MT) 28,144 27,507 15,894 47%

Indirect greenhouse gas emissions — Scope 2 (MT) 75,453 71,188 66,114 Percentage of treated water

Total carbon footprint (MT) 103,597 98,695 82,009 out of total water consumption

Total carbon footprint (MT) per Rs.million of revenue 0.38 0.53 0.64

Greenhouse gas emissions from combustion of biomass (MT) 8,362 9172 10,535 5 1 %

Water withdrawal (m3) 1,932,965 1,843,259 1,677,672

Water withdrawal (m3) per Rs.million of revenue 7.01 10.10 13.19 Percentage of recycled water

Water discharge (m3) 1,200,051  1,305676 1,091,384 outof treated water

Volume of hazardous waste generated (MT) 401 337 279

Volume of non-hazardous waste generated (MT) 7,921 7,855 6,484

Non-hazardous waste recycled/reused by Group companies 1

and through third party contractors (%) 46 32 22

Significant environmental fines Nil Nil Nil 8,322,285 MT
Total waste generated across

@ all business units

909,583 GJ 19,018,103 kwh 46%

Energy used Total units of renewable energy Percentage of treated

generated across all business units non-hazardous waste recycled

11,322 MT 13% 182.7 MT

Total carbon footprint across Percentage of renewable energy generated Total plastic waste collected

all business units out of total energy consumption

!
‘_z INTELLECTUAL CAPITAL
%’ AWARDS

e Work on a series of advanced analytics use cases in the Retail, Consumer Foods, Financial -

Services and Leisure industry groups yielded promising results with pilot projects Keells'supermarkets ranked as the

delivering evidence of significant value that can be unlocked from translating advanced ‘Strongest Brand in Sri Lanka 2022

analytics insights into front line business interventions. Accordingly, tested use cases for the first time in its history and the

continued to be rolled out at scale. Most Valuable Sypermarket Brand
2022'by Brand Finance.

* The ongoing assessment of the impact to the business of these advanced analytics ‘Brand Finance Most Loved Brands
solutions, post roll-out and complete business wide adoption, has provided strong 2022'in the Beverages and FMCG
evidence that the anticipated benefits that were evident through initial pilot projects can categories.
be sustained at scale, with iterations to adapt to a changing operating environment as Union Assurance was awarded the
and when required. ‘Best Digitising Life Insurance Sri Lanka’

award at The Global Business Magazine
L Awards 2022. )
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m HUMAN CAPITAL

Performance 2022/23 2021/22 2020/21
Total workforce (employees and contractors'staff ) 22,250 21,200 20,092
Employees**** 15,415 14,700 13,889
Outsourced personnel (neither staff employees nor

seasonal workers) 6,835 6,500 6,203
Employee benefit liability as of 31 March (Rs.million) 2,559 3,107 2,814
Total attrition (%) 31 29 18
New hires (%) 64 76 47
Average hours of training per employee 26 25 23
No. of employees receiving performance reviews (%) 100 100 100
Incidences of child labour (below age 16) 0 0 0
Incidents of forced labour during the year 0 0 0

Rs.33 million

Total investment on
training and development

405,331

Total training hours

B 78 SOCIAL AND RELATIONSHIP CAPITAL

26

Average learning hours
per employee

15,415

Total staff members of the group

67% 33%

Male Female
Gender ratio

69%

Average employee retention rate

234

Total Number of Injuries

Performance | 2022/23| 2021/22| 2020721
Community services and infrastructure projects (Rs.million) 397 97 51
Proportion of purchases from suppliers within Sri Lanka (%) 81 90 85
Community engagement (no. of persons impacted) 1,553,971 1,955,639 756,153
Sustainability integration awareness (no. of business partners) 201 89 72
Business partners screened for labour, environment and human
rights (no. of business partners) 63 65 74
Proportion of labels carrying ingredients used (%) 76 76 79
Proportion of labels carrying information on disposal (%) 95 89 92
Proportion of labels carrying sourcing of components (%) 3 1 1
Monetary value of significant fines** (Rs.) No No No
significant  significant  significant
fines fines fines
Proportion of businesses analysed for risk of corruption (%) 100 100 100

Rs.397 million

Total CSR Spend

63

Number of Suppliers
Engaged

93.75 Acres

Total Land Area Impacted

315,255 million

Total Economic Value Generated

1,553,971

Total people impacted

81%

Sourcing from Local

Suppliers

220,394

People benefited from
Crisis Response Initiatives

579,459

People benefited from
Livelihood Development projects

4,132

People benefited from
Education-related projects

655,551

People benefited from
Health-related projects

92,570

People benefited from
Arts and Culture projects

*2021/22 has been restated

**Significant fines are defined as fines over Rs.1 million.

***Purchased energy: national grid and total energy consumption values have been restated
****0Of the Group’s total employees, 683 are placed in the Maldives, with the remainder domiciled in Sri Lanka
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INVESTOR RELATIONS
INDUSTRY GROUP HIGHLIGHTS

== TRANSPORTATION

Industry Potential Our Business
¢ Ongoing capacity enhancements in the *  429% stake in SAGT - container terminal (capacity of ~2 million TEUs).

POC and shipping lines opting for‘hub e Development of the WCT-1 (capacity of ~3.2 million TEUs).

and spoke’services will spearhead the * Leading bunkering services provider.

thrust to establish Colombo as a leading * One of the largest cargo and logistics service providers in the country.

transshipment hub in the region. e JV with Deutsche post for DHL air express, AP Moller for Maersk Lanka and Inchcape Shipping
e Envisaged increase in bunkering market Services for IMMS.

share driven by increased storage and e GSA for KLM Royal Dutch Airlines and Guilf Air.

infrastructure. ¢ Warehousing and supply chain management.
e Growing demand for logistics services e Domestic scheduled and charter air flight operations.

through growth in inbound project cargo

and other major industries. Key Performance Indicators

0
o s 2022/23 | 2021722 | % 2020721

¥ Mumbai ¢ Ghittagong SAGT volumes (TEU'000) 1,704 1831 (7) 1,810

Fapatnam S?Yangon Domestic: Transshipment mix 13:87 14.86 13:87

Port of Colombo volumes (TEU'000) 6,632 7,351 (10) 6,300

— LMS volumes (%) 8 3 (22)
Warehouse space under management  (sq. ft."000) 317 337 6) 337

Mom!

Dar es Salaam

Insight into Quarterly Performance

The Port of Colombo (POC) is strategically AL ‘ oL ‘ Q2 ‘ @ ‘ Q4 ‘ Full Year
positioned on the main East-West shipping routes. SAGT volumes (TEU‘000) 439 440 116 408 1,704
Port of Colombo volumes (TEU'000) 1,705 1,680 1,628 1,619 6,632
LMS volume growth (%) 54 ) (8) (0) 8

SOUTH HARBOUR
DEVELOPMENT
Strategy and Outlook

1 West East
Terminal Terminal

Immediate to Short-Term
Ports, Shipping and Bunkering

* Volumes are expected to be insulated from macroeconomic disruptions given that a
majority of its businesses have revenue models primarily driven by offshore markets.

South Terminal
¢ In Rupee growth terms, there maybe a negative base effect stemming from the appreciation

Capacity enhancements in the POC - WCT-1 and ECT. of the Rupee in the current year as against the levels witnessed last year post the steep
depreciation of the currency.

West Container Terminal (WCT-1) Logistics and Transportation
* The gradual removal of import restrictions and the normalisation of export volumes are

* The groundwork on the West I L
anticipated to result in increased volumes.

Container Terminal (WCT-1) at the
POC is progressing well with the
entirety of the dredging works for
both phases near complete.

¢ Given the increased airline frequencies into the country, this should bode well for more
competitive fares and supply.

Medium to Long-Term

* The contract for the quay wall
construction, a significant component
of the overall construction works, was
awarded in October 2022.

Ports, Shipping and Bunkering

* Anticipated growth in regional and global economies coupled with a rebound in the
domestic economy is expected to facilitate a growth in overall volumes in the POC.

* Continue to explore opportunities arising from the POC, Hambantota and Trincomalee,

Phase 1 of the terminal, comprising of particularly in relation to bunkering and storage.

a quay length of 800 meters as against

the previous 600 meters, is slated to

be operational by the third quarter

of 2024/25. The remainder of the

terminal is expected to be completed

by the third quarter of 2025/26.

Logistics and Transportation

* Explore opportunities arising from the anticipated growth in regional and domestic trading
activity, and ongoing infrastructure developments in the country.

¢ Optimise cost and operational efficiencies through emphasis on digitisation initiatives.

¢ Increased trading activity and investment in the tourism industry is expected to benefit the
Airline segment.
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‘ . CONSUMER FOODS

Industry Potential

e Per capita consumption of beverages at 14 litres, is below peer
markets.

* Per capita consumption of ice creams at 3 litres, is far below
developed markets.

e BulkIimpulse ice cream mix in regional markets is highly skewed
towards the Impulse segment, demonstrating significant potential
within the Impulse category.

e Emerging 'health conscious consumers and growing need for
convenient and affordable main meal options.

Our Business

e Strong market presence in Beverages, Frozen Confectionery and
processed meats through ‘Elephant House'and 'Keells-Krest' brands.

* Frozen Confectionery products including premium ice cream
range 'Imorich’and the ‘Feelgood’ guiltfree frozen yoghurt range for
customers seeking wellness and balanced lifestyles.

* A portfolio of CSD and non-CSD Beverages catering to a wide array of

customers and island-wide distribution network.

Key Performance Indicators

% 2022/23 | 2021/22 | 2020/21

Volume Growth

Beverages (CSD) (7) 18 (14)
7) 17 m
Convenience Foods (22) 12 (6)
EBITDA Margins

Beverages and FC 10.8 16.8 20.3
Convenience Foods 9.0 16.1 19.0
PBT Margins

Beverages and FC 4.2 11.2 14.2

Convenience Foods 1.1 113 12.3

Frozen Confectionery (FC)

Bulk:iImpulse Volume Mix of the FC Business
(%)

100
80
60

40

20
30 30 32
0

FY19 FY20 Fy21 FY22 FY23

W Bulk B Impulse

Navigating Our Value Creation Journey  Group Highlights  Management Discussion and Analysis ~ Governance

100,000+ 14 38:62

Outlet reach CSD flavours Revenue mix:
Beverages (CSD): FC
60 2 FY22:42:58
Ice Cream flavours Frozen yoghurt flavours
Insight into Quarterly Performance
Volume Growth Q1 Q2 Q3 Q4 | FullYear
2022/23 (%)
Beverages (CSD) 56 13 (19) (40) (7)
Frozen
Confectionery 31 6 (19) (30) @)
Bulk 19 (6) (25) (37) (15)
Impulse 65 30 ) (18) 10
Convenience Foods 14 (1) (33) (48) (22)

* The Consumer Foods industry group recorded a strong volume
recovery during the first half of 2022/23 with volumes exceeding
pre-pandemic levels.

* However, the profitability in the Consumer Foods businesses
was impacted by volume declines in the second half of the year,
reflective of dampened consumer sentiments, and lower margins.

*  With global raw material prices coming off its peak, the stabilisation
of the country’s foreign exchange liquidity position and the
appreciation of the Rupee, the pressure on margins has started to
gradually ease from the fourth quarter of 2022/23 onwards.

Movement of Raw Material Prices of the Beverages Business
Index: FY20 Q1 = 100

300

250

200 / \
150

100 —_— e /—/

50

Ql Q@ Q3 4[Q1 @2 @3 Q4‘Q1 Q@ @3 04‘01 Q2 @3 Q4‘
FY20 FY21 FY22 FY23

Beverages: white refined sugar (price per kg) == CSD PET bottle (price per unit)

Movement of Raw Material Prices of the FC Business
Index: FY20 Q1 = 100
600
500
400
300
200 /\
100 c—e
0

Q1 Q@ Q3 Q4|Q1 Q@ @3 04]Q1 Q@ @3 Q4‘Q1 Q2 @3 Q4‘
FY20 FY21 FY22 FY23

Ice cream containers
and lids (per unit)

== |ce cream:white refined
sugar (price per kg)

Skimmed milk powder
(price per kg)
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INVESTOR RELATIONS
INDUSTRY GROUP HIGHLIGHTS

Strategy and Outlook

Immediate to Short-Term

Consumer discretionary spending is expected to moderate in the
short-term due to a reduction in disposable income.

Margin pressure is expected ease on the back of decreasing
commodity prices, lower freight costs, improved foreign exchange
liquidity, and availability of raw materials.

Capacity enhancements will be evaluated based on business
growth and the evolution of the product portfolio.

Advanced data analytics will be utilised to optimise promotional
spend, distribution networks, and production planning.

The hotels, restaurants, catering (HORECA) channel is expected to
gradually recover in line with tourism recovery.

® Medium to Long-Term

Domestic demand conditions are expected to rebound in
the medium-term, driven by economic revival and improved
consumer confidence.

There is significant potential for growth in the consumer food
products industry in Sri Lanka due to relatively low penetration
compared to global and regional peers.

Digitisation strategy will continue in the medium to long-term,
focusing on advanced analytics for data-driven decision-making to
optimise production practices, achieve cost savings, and identify
growth opportunities.

2

RETAIL

Industry Potential

Supermarket Business

e Modern trade penetration at 16% is one of the lowest in the region.

e Growing popularity of modern trade as a result of:

Convenient and modern shopping experience.
Access to diverse categories and brands at affordable prices.

Rising per capita income, rapid urbanisation and changing
consumption patterns.

Office Automation Business

* Increased smartphone penetration in the country.

* Increased digital adoption within the country driven by smart mobile

devices.

Modern Retail Penetration

(%)
80
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20

0

il

Singapore Malaysia Hong Kong Taiwan Thailand SriLanka

Source: Central Bank of Sri Lanka, Nomura Research Institute.

Sri Lanka Urbanisation vs. Regional Peers

(%)
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B

Srilanka

Nepal

India Bangladesh ~ Myanmar Malaysia Bhutan

Source: World Bank indicators.
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Our Business

Supermarket Business

131 modern trade outlets uniquely branded to cater to evolving
consumer lifestyles.

The state-of-the-art distribution centre (DC) centralising offerings
across the dry, fresh, and chilled categories with a capacity for ~250
outlets.

Private label consisting of ~290 SKUs.

‘Nexus'- a loyalty programme with ~2.1 million active members.

Office Automation Business

John Keells Office Automation (JKOA) is the authorised distributor for
Samsung smartphones and leading global office automation brands.

Key Performance Indicators

Supermarkets % 2022/23 | 2021/22 | 2020/21

Same store sales growth 47.6 129 (8.6)
Same store footfall growth 283 4.5 (31.5)
Average basket value growth 15.1 80 334
EBITDA margin 7.5 7.8 7.6
PBT margin 1.1 1.3 0.8

The statistics on footfall and basket values are distorted in the short-term due to
changes in shopping patterns.

The PBT of the Supermarket business was impacted by higher finance
expenses due to the significant increase in interest rates and higher working
capital to ensure continuity of supplies and minimising of disruptions.

This has now stabilised with the business reverting to normalised levels of
working capital, although interest rates remain elevated.

Office Automation % 2022/23 | 2021/22 | 2020/21
EBITDA margin 18.8 9.9 89
PBT margin (8.2)* (3.5)* 9.1

*Impacted by exchange losses due to the steep depreciation of the Rupee.




Insight into Quarterly Performance

% Q1 Q2 Q3 Q4 Full Year
Same store sales growth 54.2 73.7 40.6 30.1 476
Same store footfall growth 522 76.9 11.1 0.1 283
Average basket value growth 14 (1.8) 26.5 30.0 15.1

The statistics on footfall and basket values are distorted in the short-term due to changes in shopping patterns.

e The Supermarket business recorded a growth in same store sales driven by a combination of higher customer footfall and basket values due to
high inflation.

* The average basket value (ABV) is derived based on the weight of purchase (WOP) and the retail selling price (RSP). Given the inverse relationship

between the WOP and inflation, the decline in the WOP on account of reduced purchase of non-essential items due to notable inflation had a
negative effect on ABV while this was more than offset by the significant increases in RSP which resulted in a net positive impact on ABV.

Strategy and Outlook
Immediate to Short-Term ® Medium to Long-Term
Supermarket Business Supermarket Business
* Performance largely insulated, considering that essentials and  (Capitalise on the low penetration of modern trade in the country.

regular groceries constitute a large portion of a consumer basket. ) )
gularg gep e Expansion of outlets in both urban and suburban areas through a

e The distribution centre is expected to contribute significantly to mix of modular and standard stores.

rocess and operational efficiencies. )
P P e Leverage on data analytics for the development and

* Private label range and direct imports will be increased to offer implementation of use cases to enhance business performance
customers better choice and value for money. and productivity.

e The business will carefully evaluate and monitor outlet expansions * Differentiate the shopping experience through its fresh’ promise,
due to increased construction costs. service excellence and quality within five activity pillars; product,

price, place, people and the customer.
Office Automation Business

» The gradual recovery in macroeconomic conditions is expected to Office Automation Business

drive growth in volumes. * Underlying demand for office automation solutions and smart
mobile phones to be driven by increasing commercial activity and
an improvement in business sentiment.

¢ Increased potential given the rapid urbanisation witnessed in

recent years.
v
o)
-
LEISURE
Industry Potential
* Proximity to India and increased flight connectivity.
* Infrastructure led growth driving MICE and corporate tourists.
e Sought after tourist destination in the region, with increased
popularity and recognition — centred around its natural diversity and E o Velanalmernla\fionatl _ -
cultural heritage Habarana +* ror mnamon Dhonvel
’ 4 |/ HabaranaVillage >l -a ves
by Cinnamon ik
G cra— Ellaidhoo Maldives II:-I ™ Cinnamon Velifushi
. . ¢ Cinnamon Grand Colombo pri o by Cinnamon 12 Maldi
Key nghllghts ¢ Cinnamon Lakeside Colombo qu_ulil < adves
i . . * C Red Colomb Cinnamon Citadel .
* The Maldivian Resorts segment continued its strong nemon fed “Sete Kandy e kures
performance with occupancies averaging over 90%, supported Bandaranaike Huraa Maldives
. o N _ Cinnamon Bey
by arrivals from both traditional and new source markets. \Imem:f:::: 7\ Beruwala
: ci 8 ﬁ 3 )
e The Colombo Hotels and Sri Lankan Resorts segments recorded Baemon Bento O Cinnamon Wild Yala
> IKka Tranz by
a gradual recovery, supported by return to normalcy on the C Cinnamon

back of continued political and social stability.
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INVESTOR RELATIONS
INDUSTRY GROUP HIGHLIGHTS

Our Business

e ‘Cinnamon; a well-established hospitality brand in Sri Lanka and the

Maldives:

Key Performance Indicators

3 Colombo Hotels
8 Sri Lankan Resorts
4 Maldivian Resorts

Rooms under management - 2,112 Sri Lanka and 454 Maldives

Diverse product offering based on'Inspired Living.

Combined room inventory of 2,566 rooms under management in both
Sri Lanka and the Maldives.

Land bank of 128 acres of freehold and 140 acres of leasehold land in
key tourism locations.

Leading inbound tour operator.

Cinnamon Life Integrated Resort

34

‘The Residence at
Cinnamon Life’

The construction of the two

< residential and office towers are

complete, and handed over.

~ Hotel - Clnnamonw

Operations in Life Colombo’ Cinnamon Life’
the third quarter

of 2024/25

‘The Offices at 1

‘The Suites at
Cinnamon Life’

Consists of an 800-guest room hotel,'Cinnamon Life Colombo;
16 specialty restaurants, 3 ballrooms, 7 meeting rooms, exhibition
hall and a conference, along with many other hotel amenities,
retail, and entertainment spaces.

Subsequent to the gazetting of the gaming regulations by the
Government in August 2022, the Group is currently engaged

in discussions with leading international gaming operators to
secure the necessary international gaming expertise to operate
at the ‘Cinnamon Life Integrated Resort’

Similar to the experience with integrated resorts in other

Asian countries, the ‘Cinnamon Life Integrated Resort’has the
potential to transform Colombo as a destination for leisure and
entertainment and lead to significant foreign exchange earnings
for the country.

John Keells Holdings PLC | Annual Report 2022/23

2022/23 | 2021/22 | 2020/21

Colombo Hotels*

Occupancy (%) 42 29 3
ARR (USD) 64 70 64
EBITDA margin (%) 7.0 1.5 (84.8)
Sri Lankan Resorts

Occupancy (%) 41 32 16
ARR (USD) 65 78 62
EBITDA margin (%) 1.2 (7.2) (140.6)
Maldivian Resorts

Occupancy (%) 88 75 27
ARR (USD) 360 333 349
EBITDA margin (%) 325 348 (8.4)

*Both Occupancy and ARRs exclude ‘Cinnamon Red Colombo’ and ‘Cinnamon Life

Colombo!

Margins in the Sri Lankan Leisure businesses were under pressure

given the rising input and utility costs, as yields did not pick up
commensurately since the benefit of foreign currency revenue was
limited due to the gradual recovery of tourism.

Insight into Quarterly Performance

2022/23 a1 @] o3| o
Colombo Hotels*

Occupancy (%) 33 29 43 62
ARR* (USD) 68 62 65 63
EBITDA margin (%) 0 (4) 12 14
Sri Lankan Resorts

Occupancy (%) 33 31 38 62
ARR (USD) 66 57 63 71
EBITDA margin (%) (16) (25) (11) 33
Maldivian Resorts

Occupancy (%) 86 86 91 89
ARR (USD) 333 316 372 416
EBITDA margin (%) 32 26 31 40

*Both Occupancy and ARRs exclude ‘Cinnamon Red Colombo’ and ‘Cinnamon Life

Colombo!

¢ The Colombo Hotels recorded a strong performance in its

restaurant and banqueting operations. Occupancies of the

Colombo Hotels improved on the back of a gradual recovery in

business travel.

* The first half of the year was subdued due to the fuel restrictions
and social instability witnessed in the country. The Sri Lankan
Resorts segment witnessed a rebound in occupancies during the
second half of the year driven by domestic travel and improved

tourist arrivals.



Tourist Arrivals to Sri Lanka
Arrivals ('000)

Leisure - Occupancies

(%)

Peak of social

unrest in Sri Lanka
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Sri Lanka travel restrictions
Strategy and Outlook
) N
Immediate to Short-Term

e The current recovery trend in arrivals is expected to continue,
considering the opening of the Chinese borders and the increase
in frequencies of flights.

e Given the proximity advantage and strong economic growth, India

is expected to be a key source market.

e Comprehensive rate strategy to ensure profitable optimisation
of returns; although margins maybe under pressure due to cost
escalations.

¢ The significant increase in airfares has exerted pressure on the
tourism industry.

Medium to Long-Term

e The prospects for tourism remain positive considering the diversity
of the offering and the potential for regional tourism.

¢ ‘Cinnamon Life Integrated Resort'to be a key catalyst for tourism
given its unique offering in South Asia.

e Greater focus on asset-light investment models as a part of the
strategy to enhance the ‘Cinnamon’footprint.

PROPERTY

Industry Potential

'The Residence at
Cinnamon Life'

An urban population of 17%, far below regional peers.
Emerging suburban multi-family housing market.
Increasing demand for mid-tier housing units within the city.

Port City Colombo project, positioning Sri Lanka as a regional
financial and trade hub.

Increased demand for commercial space.

'The Suites at

Cinnamon Life' ‘TRI-ZEN'

65% 59% 74%

Units Sold Units Unsold

The current high interest rate regime has resulted in a slowdown in sales,
although 'TRI-ZEN's position as an affordable living solution with a Rupee
pricing model, mitigates the risk of fluctuating exchange rates for buyers.

The introduction of VAT of 15% on the sale of residential apartments
and a SSCL of 2.5%, both of which are on revenue, further suppressed
demand.

Navigating Our Value Creation Journey  Group Highlights

Our Business

* Projects developed under the ‘Luxe Spaces, Metropolitan Spaces,
‘Suburban Spaces'and ‘Leisure linked developments'verticals which
cater to the luxury, mid-tier and suburban multi-family housing
segments.

* The development and sale of two residential apartment towers; The
Suites at Cinnamon Life’and ‘The Residence at Cinnamon Life'

* The development and sale/rental of units of the office tower, The
Offices at Cinnamon Life!

* Ongoing development of TRI-ZEN; a'Metropolitan’development
based on smart living in the heart of the city.

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

e Land bank:

Management Discussion and Analysis

Prime land bank of over 34 acres in central Colombo.

Developable freehold land of ~25 acres in close proximity to
Colombo city.

Over 500-acres of scenic leased land with an 18-hole golf course
with a developable land extent of ~80 acres.

Governance  Financial Statements
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INVESTOR RELATIONS
INDUSTRY GROUP HIGHLIGHTS

Mall Occupancy (%) | 2022/23 | 2021722 | 2020721 Cumulative Sales (SPAs) 2022/23 | 2021/22| 2020/21
K-Zone Ja-Ela 82 82 82 The Residence 151 152 140
K-Zone Moratuwa 99 99 90 The Suites 115 115 111
Crescat Boulevard 73 61% 71 Commercial Complex 4 4 4

TRI-ZEN* 655 652 311

*Partial operations as ‘Crescat Boulevard' was closed for refurbishments.

Investments in public

*The number of units sold at “TRI-ZEN' as at FY23, FY22 and FY21 stood at 655, 659 and
342 units, respectively.

= Expressways . :
== Proposed Extensions  infrastructure enabling better
connectivity and mobility which
contributes to significant land Apartment Penetration in Sri Lanka in Comparison to Regional Peers
. - %
price appreciation. o8
100
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60
"
0t 40
Central
Katunayake > _EXP (CESEY) 20
Expressway y— Kandy
New Kelani Bridge' 0
Port City Uter Circular Greater ~ Singapore  Thailand  Thailand ~ Malaysia ~ Malaysia India India
Colombo _i-ﬂghway Colombo (Central ~ (Outskirts)  (Central KL) (GreaterKL) (Chennai) (Bangalore)
= — - _ Ruwanpura Bangkok)
‘Expressway
W Apartments Landed houses
Southern
Expressway X
Hambantota Source: Company analysis.
Matara
Strategy and Outlook

Immediate to Short-Term

* Considering the steep increases in prices last year, including the
significant increase in the costs of construction, the pricing of any
new development will be less competitive than projects currently
in development. Residential apartment supply is likely to taper as
the commencement of new projects is likely to slow down given
the uncertain and volatile costs and market conditions.

e Challenges in labour mobilisation and brain drain may continue to
impact construction activity.

e Exploration of investment opportunities in suburban areas of
Colombo to enter the suburban market segment.

© Medium to Long-Term

* Monetise the existing land bank available to the industry group,
subject to market conditions, through systematic development
strategies to roll-out a robust pipeline of developments via the
land parcels available.

* Robust market for affordable, multi-family housing solutions in
urban areas close to commercial hubs.

¢ Significant growth expected in the market for vertical and middle-
income housing due to high land prices and construction costs of
single-family houses.

i) FINANCIAL SERVICES

Industry Potential
Life Insurance Industry

¢ Increased labour mobility is expected to increase the level of
urbanisation in Sri Lanka, which is currently low compared to the rest
of the world.

e Under-utilised bancassurance and digital distribution channels,
despite high bank branch density.

Banking Industry
e Industry loans and advances growth of 19% in calendar
year 2022.

* Advances in technology around customer experience,
disintermediation, delivery channels, and process automations.
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Life insurance premium as a per centage of GDP, in the
South Asian region
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Our Business

Life Insurance

Key Performance Indicators

CY2022 CY2021 CY2020
e Operating footprint of 78 branches, excluding virtual locations.
» Agency force of over 3,177. Life Insurance
* Market share of ~12%. Premium growth (%) 8 18 13
Banking Market share (%) 12 12 13
* Branch network of 96 outlets, 83 ATMs and 85 CRMs. Life fund (Rs.billion) 54.9 48.9 41.9
« Strong online presence. Capital adequacy
e Srilanka’s first digital bank, ‘FriMi’ ratio (%) 194 228 31
* Largest issuer of credit cards in Sri Lanka. Banking
Growth in loans
and advances (%) (3) 18 7)
Insight — Impairment Provision at NTB Return on equity (%) 171 179 121
e Animpairment provision of Rs.2.52 billion was made on its Net interest margin (%) 7.0 39 4.1
portfolio of Sri Lanka Government securities denominated in Stage 3 loan ratio %) 26 21 7%
foreign currency for 2022/23. )
Capital adequacy
* NTB has a relatively low exposure given that this investment ratio — total capital (%) 16.3 17.5 18.3
portfolio accounts for ~2% of the Bank’s total assets as of 31 .
March 2023. *NPL ratio.
Strategy and Outlook
) N

Immediate to Short-Term
Life Insurance
* Focus on maintaining persistency of existing policies and

strengthening its position as the second-largest new business
producer in the insurance industry.

* Strengthening partnerships with leading banks to consolidate its
status as a leading bancassurance provider.

e Will continue to monitor the domestic debt restructuring (DDR)
process and potential impact on financial services sector. The
business is confident in its ability to navigate potential impacts
based on reasonable stress-tested scenarios.

Banking

* Decline in interest rates expected with better clarity on DDR,
leading to potential recovery in credit growth.

* Higher credit and market risk exposures remain due to elevated
interest rates and the prevailing economic conditions.

* Continue to leverage on its digital platforms and channels, driven
by increasing demand for digital infrastructure.

© Medium to Long-Term

Life Insurance

Domestic conditions expected to rebound in the medium-term
with a revival of the economy and improved confidence and
disposable income after the fiscal consolidation process.

Lower insurance penetration in comparison to regional markets,
rising incomes, and an ageing population expected to drive
growth in the life insurance industry.

Utilise data analytics to gain insights for market evaluation,
product development, and growth strategies.

Banking

NTB will continue to invest in its digital infrastructure and
processes to improve customer service, offer innovative solutions,
and enhance operational efficiency.

Navigating Our Value Creation Journey  Group Highlights

Management Discussion and Analysis
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INVESTOR RELATIONS
INDUSTRY GROUP HIGHLIGHTS

E OTHER, INCLUDING INFORMATION TECHNOLOGY AND PLANTATION SERVICES

Industry Potential

Information Technology

* Increased digital adoption within the country and growing
digital literacy.

* |nvestment in futuristic technology infrastructure.

 Businesses and operations are increasingly adopting digital
practices.

* Competitive labour force and high-quality services to drive the
business process management (BPM) industry.

Our Business

Information Technology

* Software solutions and consultation services based on Internet
of Things (IOT), Robotic Process Automation (RPA) and other
digital stack solutions.

* Brand presence in Middle East and North Africa (MENA) and Asia
Pacific (APAC) regions as a leading digital solutions provider.

e Strategic partnerships with SAP and Microsoft.

* BPM service provider with the mandate of driving greater
efficiencies for their clientele. Core focus areas of finance and
accounting, payroll management and data digitisation.

Strategy and Outlook

Plantation Services

¢ Sustained growth in global tea consumption with growing
demand for value-added tea.

¢ Anticipated growth in demand from Middle Eastern countries.

* Increased focus on existing as well as new markets, whilst
capitalising on the unique flavour, quality and brand presence of
‘Ceylon Tea'

Plantation Services
* leading tea and rubber broker.

¢ Operates six of the seven factories owned. One factory is leased
externally.

¢ Produces both crush, tear, curl’ (CTC) and orthodox tea.
* Manufacturer of low grown teas.

e State-of-the-art warehousing facility for pre-auction produce.

Information Technology
Immediate to Short-Term
* Leverage on its strategic partnerships and capabilities to

offer smart software solutions, especially in the areas of cloud
computing, software as a service (SaaS) and automation.

* Explore potential opportunities for managed services,
outsourcing and offshoring given the 'new’ways of working.

e Akey challenge for the IT businesses is attrition and talent
sourcing, which is exacerbated by the ongoing macroeconomic
environment.

Plantation Services

Immediate to Short-Term

The previous fertiliser shortages caused by the ban on
agrochemical imports in April 2021 have largely subsided,
supporting an anticipated improvement in tea production.

Tea prices in USD terms are expected to remain resilient in the
short-term, despite increased tea supply, supported by organic
growth and health-conscious consumers.

Demand for tea may be impacted by a global economic
slowdown.

o
Medium to Long-Term

* Explore opportunities in cloud-based solutions and services
across industries, with emphasis on cloud, SaaS, automation,
advanced analytics, application modernisation, cyber resilience
and platform/ecosystem thinking, among others.

* Focus on delivering innovative consultative solutions and services
across the five value stacks of ‘Strategy,, ‘Core’, ‘Cloud; Platforms’
and ‘Ecosystems'.

e The low penetration of BPM services in Sri Lanka and the
increasing demand for outsourced services, particularly non-core
functions, are seen as positive factors.

Medium to Long-Term

Explore opportunities to capitalise on demand for low grown
tea from the Middle East and Russia, and emerging tea drinking
countries such as Germany and the United States.

Adverse and unpredictable weather conditions caused by climate
change pose a significant challenge for the business.

The business will face increased regulations and controls on
chemical usage in the tea plantation industry to meet maximum
residue levels (MRLs) and ensure compliance.

Optimise costs and improve factory utilisation.
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This Report is prepared in accordance with the Integrated
Reporting Framework of the International Integrated
Reporting Council with an aim of providing our
stakeholders an insightful view of the Group's operations.
The Management Discussion and Analysis (MD&A)
section of this Report consists of the following sections.

@ External Environment

Entails a discussion of key macroeconomic fundamentals, which favourably or unfavourably,
impacted the Group's ability to create value.

@ Industry Group Review

Discussion on the operational performance coupled with detailed insights to the value
creation process of each industry group.

@ Standalone Reviews of Each Form of Capital (Financial and Manufactured
Capital, Natural Capital, Human Capital, Social and Relationship Capital and
Intellectual Capital)

Discusses the forms of Capital available for deployment and how such Capital created value
to stakeholders, at a Group level. It also reviews the performance of each form of Capital and
the value enhancement/deterioration during the year under review.

@ Outlook

Provides a discussion on the economic outlook for Sri Lanka in the short, medium and
long-term, the impacts to the businesses and the overall business strategy of the Group.

@ Strategy, Resource Allocation and Portfolio Management
Analyses the performance of the overall portfolio, the overall strategy and means by which
capital is allocated for investments. The performance of the Group is also measured against
the long-term strategic financial objectives of the Group.

® Share Information
Entails a high-level discussion on the performance of financial markets, both globally and regionally,
followed by a detailed discussion of the JKH share performance. Key disclosures pertaining to
shareholders of JKH, as required by relevant regulators, is also included in this section.



EXTERNAL ENVIRONMENT

This section embodies the economic, political and legal backdrop
the Group operated in, and the resulting impacts during the year.

GLOBAL ENVIRONMENT

Global economic growth is estimated at 3.4% in CY2022, a notable
slowdown against the 6.1% recorded in CY2021, primarily on account of
a cost-of-living crisis on the back of persistent and escalating inflationary
pressures worldwide which compelled Central Banks to adopt
contractionary monetary policy stances. The Russia-Ukraine conflict and
a resurgence of Covid-19 in China also exacerbated the impact on global
economic activity.

CY2021 vs. CY2022 Economic Growth
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Source: World Economic Outlook January 2023, International Monetary Fund.

OPERATING ENVIRONMENT

Although there were no pandemic related disruptions during the year
under review, as a result of the high vaccination levels in the country, there
were a multitude of challenges and macroeconomic pressures emanating
from a precarious external financing position, including a severe fuel
shortage, scarcity of essential commodities including food and medicines,
and disruptions to power supply. The financial year 2022/23 commenced
with significant pressure on the Sri Lankan Rupee on the back of the free
float of the currency in March 2022 and the significant tightening of the
foreign exchange market which resulted in shortages of many essential
commodities. The precarious foreign currency reserve position and the
lack of liquidity in the foreign exchange markets prompted the Central
Bank of Sri Lanka (CBSL) to implement a debt standstill in mid-April 2022,
thereby suspending the servicing of external debt, as an interim measure,
while soliciting support from official and private creditors to restructure
outstanding debt. In this backdrop, Sri Lanka moved to a pre-emptive
default status, until such time progress is made on the debt restructuring
process. This prompted a downgrading of the sovereign rating to restricted
default (RD) or equivalent by all rating agencies which exacerbated the
financial challenges within the country in the short-term, including a lack
of foreign exchange liquidity in the domestic markets and challenges

in obtaining bank funding lines. In addition, as a result of the volatile
environment, tourist arrivals to the country, which was witnessing an
encouraging post-pandemic recovery, recorded a sharp slow-down due to
multiple travel advisories issued.

The economic turmoil driven by the aforementioned macroeconomic
pressures, further exacerbated by the continuing steep depreciation
of the Rupee during the first quarter of the year, in particular, and
unprecedented levels of inflation and interest rates locally, gave rise to

Navigating Our Value Creation Journey  Group Highlights

Management Discussion and Analysis

social unrest and political uncertainty, culminating in the resignation
of both the Prime Minister and the President within a period of two
months in mid-July 2022. In line with the relevant constitutional and
parliamentary procedures, a new President was appointed in July 2022,
and thereafter, a Prime Minister and a Cabinet.

The significant balance of payment (BOP) pressures with an acute
shortage of foreign exchange liquidity, spiralling inflation and dampened
economic activity amidst loss of livelihoods, large fiscal imbalances,
unsustainable levels of public debt with high risk premia necessitated
much needed corrective policy actions for the economy, which the
CBSL and Ministry of Finance progressively rolled out throughout the
subsequent quarters, as elaborated in the following section.

“The socio-economic crisis in 2022 underlined many lessons
that the country failed to grasp, despite the recurrence of such
macroeconomic failures throughout its post-independence
history. This economic episode reiterated the essentiality of
data-driven policymaking; devastating implications of ad hoc
policy experiments; crippling welfare impacts of myopic populist
policies; and the cost of policy delays, disregarding evidence-
based policy analysis, well-established economic fundamentals
and expert opinions.”

Source: Central Bank of Sri Lanka, Annual Report 2022.

Socio-Economic Crisis at a Glance
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EXTERNAL ENVIRONMENT

In September 2022, Sri Lanka reached a
staff level agreement on an Extended Fund
Facility (EFF) arrangement of ~USD 3 billion
with the International Monetary Fund (IMF),
subject to Sri Lanka's meeting a series of
conditions that included tightening its fiscal
and monetary policies, public sector reforms
and restructuring of debt with its main
international creditors.

To address the macroeconomic imbalances and
ensure public debt sustainability, the Government
implemented a progressive economic reform
programme that included several difficult,

but much required, measures to revive the
economy and overcome the worst economic
crisis faced by the country. In terms of monetary
policy actions, the CSBL undertook significant
policy rate hikes to curtail spiralling inflation

and support the currency. On the fiscal front,
significant increases in both direct and indirect
tax rates were announced. Measures such as fuel
pricing adjustments and revisions to increase
electricity tariffs to have market reflective pricing
mechanisms to reduce the cost of subsidies

to the Government were also rolled out. A fuel
rationing scheme was successfully implemented
to ensure an equitable and consistent distribution
across the country, to address the fuel shortage.
The reduction in consumption of fuel due to
these actions, together with the drop in global
fuel and commaodity prices also created some
space in terms of funding other critical import
requirements.

The deteriorating macroeconomic conditions
coupled with the rising costs of living also
resulted in increased migration, particularly in
younger segments of the workforce. Sri Lanka
recorded 311,269 persons leaving the country
in CY2022, the highest recorded in history.

With the objective of promoting a more
progressive tax structure and with the aim of
increasing the proportion of direct taxes to
total taxes, the Government enacted the Inland
Revenue (Amendment) Act. No. 45 of 2022 in
December 2022, which significantly increased
the income tax rates applicable for individuals
and corporates and also curtailed exemptions
provided under the Inland Revenue Act.

The Group is confident that Sri
Lanka is on a path to recovery,
given the many corrective policy
measures and fiscal consolidation
actions implemented,
particularly, if these measures
continue to be in place and
sustained over a period of time.

Key Fiscal Policy Measures Implemented
* Standard income tax rate was increased to 30% from 24%, effective 1 October 2022.

* Exemptions and concessionary tax rates of 14% and 18% applicable on identified gains
and profits and on select industries, were increased to 30% effective 1 October 2022.

» (Capital gain tax (CGT) applicable on the realisation of investment assets was increased
from 10% to 30%, effective 1 October 2022.

* Value added tax (VAT) was increased to 15%, effective 1 September 2022.

* Social security contribution levy (SSCL), a revenue based tax, of 2.5% was introduced with
effect from 1 October 2022 on companies where annual revenue exceeds Rs.120 million.
This tax is also payable on value of imports.

* Excise duties on cigarettes, alcoholic beverages, and petroleum products were increased
effective January 2023.

* Revised the ports and airports development levy (PAL) for several imported items.

* Personal income tax - a mandatory advance payment of income tax (APIT) system was
reintroduced with a concurrent reduction in personal allowances and increases in the
progressive personal income tax rates up to 36%, as against the previous maximum of
18%, including narrowing of the slabs at which the progressive rates were applied.

After nearly a year of discussions, Sri Lanka received the much-anticipated approval from the
Executive Board of the IMF for the EFF arrangement of ~USD 3 billion in March 2023 with the aim
of restoring macroeconomic stability and debt sustainability. In April 2023, Sri Lanka received the
initial tranche of ~USD 333 million.

With the implementation of the various policy reforms and actions, the domestic economic
environment, particularly the foreign exchange liquidity position in the country, witnessed an
improvement from the peak stresses witnessed in the first and second quarters of the financial
year. The securing of the IMF bailout package further reinforced the recovery momentum and
overall confidence levels of the country, supported by political and social stability and significantly
less disruptions on account of the macroeconomic challenges. The improving trade balance in
the country and increases in tourism receipts and foreign currency remittances resulted in strong
net inflows into the country from the fourth quarter onwards. With the banking sector clearing
many of the backlogs and liquidity imbalances stemming from the sharp devaluation of the
Rupee in the first half of the calendar year, the foreign currency liquidity position has reverted to
normalcy, supported by lower imports and the suspension on servicing of foreign currency debts.
These impacts, together with the impending EFF announcement resulted in the Sri Lankan Rupee
witnessing an appreciation of ~10% in March 2023, which enabled the CBSL to remove some
restrictions which were implemented in the market. Tourist arrivals to the country, which is a key
catalyst to drive the recovery of the economy particularly in the context of the positive impact it
will have on foreign exchange earnings, have also witnessed a gradual month-on-month recovery,
although still significantly below pre-pandemic levels.

Whilst challenges pertaining to the sovereign credit rating and related financial challenges in
the country, persist, the severe pressures on the domestic business environment as a result of
the external financing and liquidity pressures have now eased, enabling a normal operating
environment. The Group is confident that Sri Lanka is on a path to recovery, given the many
corrective policy measures and fiscal consolidation actions implemented, particularly, if these
measures continue to be in place and sustained over a period of time. The recent approval of the
IMF EFF arrangement to support the country’s efforts to stabilise its economy is also a significant
boost of confidence and a positive signal to external stakeholders.

Refer Outlook for a detailed discussion on the short and long-term outlook for the macroeconomic
environment, including on the Government’s economic reform programme, the resultant impacts on the
industries the Group operates in and the envisaged performance of Group businesses.
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KEY MACROECONOMIC VARIABLES AFFECTING THE GROUP
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The Sri Lankan economy, based on GDP at constant (2015) market
prices, contracted by 7.8% in CY2022, compared to the 3.5% growth
recorded in the previous year.

Cause

The economic slowdown was driven by a contraction across all
three sectors — agriculture, industry, and services. The agriculture
sector contracted by 4.6% in 2022, compared to 2021, mainly due
to the severe shortage resulting from the import ban of chemical
fertiliser and other agrochemicals, the rising cost of raw materials
and supply chain disruptions. The 16.0% contraction in the industry
sector was driven by weakened performance of the construction
and manufacturing sub-sectors on the back of a stoppage of many
public sector construction projects, severe raw material shortages
and rising input costs. Impacts were also exacerbated by tighter
monetary policy conditions and the energy crisis. The services
sector recorded a contraction of 2.0%, driven by reduced trade,
financial services, and real estate activities during the year.

In nominal terms, the economy recorded an expansion of 37.2%
in CY2022 driven by spiralling inflation. Consumption expenditure
expanded by 34.3% in CY2022 [CY2021: expansion of 8.4%] due to
the price effect, largely contributing to the aforementioned overall
nominal growth of the economy.

Impact to the John Keells Group

Despite the challenging environment, the Group recorded a strong
growth in cash profits during the year. Whilst the impacts were
more pronounced in the first quarter with significant challenges
to businesses due to numerous disruptions on account of
supply chain disruptions and a decline in overall activity, activity
noted an improvement across the quarters in tandem with the
macroeconomy, thereby reaching levels of normalcy towards
the fourth quarter, other than for the Group's consumer facing
businesses. Given the volatile nature of economic conditions,
businesses continued to place emphasis on reviewing expansion
plans while all non-essential capex was curtailed.
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The consumer confidence indices of the Institute for Health
Policy noted significant improvements during the year, although
all remain at pessimistic levels. The indices range from zero to

a potential maximum 100, with levels below 50 indicating net
pessimism.

e The Index of Consumer Sentiment (ICS), the broadest measure
of the public’s view on their personal economic status and the
national economy increased from 5 points in April 2022 to 16
points by March 2023.

e The Index of Consumer Expectation (ICE), a measure of
perceptions about the future, improved from 4 points in April
2022 to 22 points in March 2023.

e The Index of Consumer Conditions (ICC), a measure of
perceptions about current conditions increased marginally from
7 points in April 2022 to 8 points in March 2023.

Cause

Consumer sentiment noted a steep decline from February 2022
onwards, on the back of the fuel and power crisis, the steep
depreciation of the Rupee, increased impacts from the foreign
exchange shortage and the socio-political crisis. The declining
trend noted a reversal following the change in Government, and
thereafter a gradual improvement in line with the macroeconomic
reforms and actions rolled out. The IMF funding agreement with
Sri Lanka which was approved in March 2023 coupled with other
associated positive economic signals also influenced public
perceptions positively. However, the impact and outlook on
consumer spend on account of the fiscal and monetary tightening
measures, including higher taxation, and elevated inflation are
somewhat uncertain.

Impact to the John Keells Group

The decline in consumer sentiment was mirrored through Group
performance, particularly the Group's consumer facing businesses.
Lacklustre sentiment during the year under review impacted

the demand for products and sales in the Frozen Confectionery,
Beverages, Convenience Foods and Supermarket businesses in the
second half of the financial year.

Navigating Our Value Creation Journey — Group Highlights ~ Management Discussion and Analysis ~ Governance  Financial Statements — Supplementary Information 43




EXTERNAL ENVIRONMENT

(%)

80
70
60
50
40
30
20
10
0
— FY23 (CCPI) = FY23(NCPl) = FY22(CCPI) -~ FY22 (NCPI)

Year-on-year headline inflation, based on the NCPI, was
49.2% in March 2023 compared to 33.8% in April 2022.

Cause

As per the IMF, global inflation surged to 8.8% in CY2022
driven by the delayed effects of the dovish monetary
and fiscal policy response to the Covid-19 pandemic,
commodity shortages, supply chain disruptions, capacity
limitations and the Russia-Ukraine War. General price
levels in Sri Lanka, as demonstrated through headline
and core inflation recorded a significant increase during
the year. Reduced agricultural production on the back of
the lagged effect of the ban on imported fertiliser which
impacted supply of crops, price hikes in food, energy,
and transport sectors stemming from supply disruptions,
rapid adjustments to administered prices, the marked
depreciation of the Rupee in March 2022, and aggregate
demand pressures owing to the lagged impact of
monetary accommodation undertaken over the past
few years coupled with a myriad of vulnerabilities that
emanated from global sources drove inflation. However,
inflation noted a gradual slowdown in the second half
considering a significant portion of inflation was driven
by the currency adjustment which was largely one-off
during the early part of the financial year.

Impact to the John Keells Group

On the demand side, significant inflationary pressure
during the year under review adversely impacted
purchasing power of consumers which had negative
impacts on the Group's consumer facing businesses.
The shift in demand for cheaper alternatives or smaller
pack sizes had multiple implications across the Group,
including creating opportunities in some segments.

Inflationary impacts also impacted the cost base of the
Group, which resulted in an erosion of margins. This
was evident across a majority of Group businesses. The
gradual tapering of inflation towards the latter end of
the year under review, reduction in global commodity
prices and a less disruptive operating environment are
envisaged to ease the pressure on margins, particularly
in tandem with the depletion of raw material inventory
acquired at higher costs.
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Gross official reserves declined to USD 1.9 billion as at December 2022, in
comparison to USD 3.1 billion recorded in the previous year. However, official
reserves noted an improvement thereafter, with Sri Lanka's official reserve assets
at USD 2.7 billion as at April 2023. The reserves as at Dec 2022 and Apr 2023
included the swap facility from the People’s Bank of China equivalent to ~USD

1.4 billion, which is subject to conditionalities on its usability.

Outstanding central Government debt from foreign sources increased to
51.6% of GDP as opposed to 37.0% in CY2021.

Cause

Sri Lanka encountered significant balance of payment pressures due to limited
foreign financial inflows, depleted gross official reserves, the steep depreciation
of the Rupee and shortages in foreign exchange liquidity in the domestic market,
among others. In response, various policy measures were implemented to curb
foreign exchange outflows and incentivise inflows, including suspension of
servicing of external debt for an interim period from mid-April 2022, temporary
suspension of certain imports and payment terms and limitations on foreign
exchange outflows. Targeted incentives were also introduced to encourage
workers' remittances and foreign inflows. Such interventions induced a
contraction in the trade deficit towards the latter half of the year, on the back of
reduced import expenditure and robust export earnings. Accordingly, the current
account deficit narrowed to 1.9% of GDP in 2022 from 3.7% in 2021.

Although some net foreign investment inflows into the Colombo Stock
Exchange and Government securities market were noted during the year,
inflows to the financial account remained modest. As of end-CY2022, Sri
Lanka’s total external debt stood at USD 49.7 billion, compared to USD 51.8
billion recorded in end-CY2021, reflecting the impact of limited access to
foreign funding sources.

Impact to the John Keells Group

The Group adopted prudent measures, as and when required, to manage

the impacts arising from liquidity constraints and currency depreciation by
matching liabilities with corresponding foreign currency inflows to the extent
possible. Operations of businesses with foreign currency obligations such as in
the Consumer Foods, Retail and Property industry groups were impacted more
severely, although the strong balance sheet of the Group and cash reserves
aided in navigating the year under review.

Cash flow management remained a key area of focus for the Group, given
the supply chain disruptions, foreign exchange liquidity concerns and limited
market credit which materialised as a result of the BOP crisis. Concerns
emanating from the sovereign downgrade, including suppliers curtailing
extended credit, further increased the funding requirements of the Group.
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53 INSIGHTS

The external sector faced
unprecedented challenges in CY2022
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Refer the Industry Group Review of the Leisure
industry group for a detailed discussion on the
tourism sector.
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The average LKR/USD exchange rate in 2022/23 based on the mid exchange rates published
by the CBSL, stood at Rs.358.05 in contrast to Rs.205.10 in 2021/22.

Cause

The Rupee recorded a steep depreciation immediately preceding the start of the financial
year, with the exchange rate increasing from Rs.201.46 in January 2022 to Rs.255.81 in

March 2022. The pressure on the Rupee continued during the year with the rate peaking at
~Rs.360.00, with significant volatility during certain periods of the financial year. The foreign
exchange market was largely inactive and illiquid during the first half of the financial year
amidst significant foreign exchange shortages and macroeconomic uncertainty. However, the
Rupee noted a gradual strengthening towards the fourth quarter of the year under review,
driven by an improvement in the trade surplus given the sharp contraction of imports due

to the contractionary fiscal and monetary policy measures adopted in the country and the
continuation of import restrictions at the time. Steady foreign currency inflows to the services
sector, workers' remittances, and financial flows to portfolio investments, as well as the return
of market confidence with the finalisation of the IMF-EFF arrangement, aided this recovery in
early March 2023.

Impact to the John Keells Group

The depreciation of the Rupee had a positive impact on businesses having USD denominated
income streams, particularly in the Leisure industry group and the Ports and Shipping business.

The Holding Company has foreign currency cash holdings earmarked for equity infusions to the
‘Cinnamon Life Integrated Resort’ project and funds raised for the Group's investment pipeline
via the IFC long-term loan facility, the private placement of ordinary shares to ADB and the
issue of convertible debentures to HWIC Asia Fund. As a result, the Holding Company recorded
significant foreign exchange gains on its net USD cash holdings. The steep depreciation of the
Rupee resulted in a notable translation impact on the Group's foreign currency denominated
liabilities and related payments, including the IFC Loan, notwithstanding the partial hedge
against foreign currency denominated assets.

The depreciation also contributed to a significant increase in costs of imported raw material and
goods which negatively impacted the cost base on the Group. This was more pronounced in
the Consumer Foods business which took proactive steps to mitigate exchange rate risks, where
possible.

At a Group level, the translation risk on foreign currency debt is largely hedged 'naturally’as a
result of the conscious strategy of maintaining USD cash balances at the Holding Company
whilst also ensuring obligations can be managed through USD denominated revenue streams.

The exchange rate exposure arising from the ‘Cinnamon Life' project is mitigated to an extent
since the functional currency of the project company, Waterfront Properties (Private) Limited,
is in USD.
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EXTERNAL ENVIRONMENT

Domestic Interest Rates Global Interest Rates
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— Average Weighted Prime Lending Rate (Weekly)

The Average Weighted Prime Lending Rate (AWPLR) increased from 9.85% in April 2022
to 23.45% in March 2023.

The 3-month treasury bill rate was 25.99% in March 2023 compared to 12.99% in
March 2022.

Cause

During the year under review, the CBSL adopted a contractionary monetary policy
stance with the aim of addressing rising inflationary pressures, external sector
vulnerabilities, preventing hyperinflation and prolonged loss in economic activity.

The upward trend in interest rates was more pronounced in the first half of the financial
year, particularly with the uncertainty of a domestic debt restructuring being factored
into secondary market yields on Government securities and the shortage of liquidity.

In April 2022, the CBSL increased the Standing Deposit Facility Rate (SDFR) and

the Standing Lending Facility Rate (SLFR) by 700 basis points to 13.5% and 14.5%,
respectively. Following this, the SDFR and SLFR were further increased by 100 basis
points each in July 2022 and March 2023, to 15.5% and 16.5%, respectively, to align the
policy rates with the pre-requisites of the EFF arrangement with the IMF. The Statutory
Reserve Ratio was maintained at 4% during the year under review.

The CBSL also implemented regulatory measures to tighten monetary conditions, such
as removing maximum interest rates on certain lending products and foreign currency
deposits. These measures enabled the effective implementation of policy interest rate
changes, which contributed to the containment of inflationary pressures.

Itis encouraging to note the improved liquidity position in the country following the
decrease in interest rates during the last three months of the financial year on account
of the reduced Government debt financing requirements.

Impact to the John Keells Group

The Group, excluding its Insurance business, recorded an overall increase in finance
income (excluding exchange gains and losses) on the back of higher interest rates,
despite the decrease in Group cash and cash equivalents as discussed in detail under
the Financial and Manufactured Capital section.

The Group’s finance expense also noted an increase in tandem with the increase in
interest rates.

The Group had mitigated the risk of increasing LKR interest rates, to an extent, as it had
moved a sizeable portion of its short-term facilities into long-term facilities, prior to the
sharp upward movement in interest rates. A majority of such facilities were obtained on
a fixed/capped rate basis. The sharp rise in interest rates also placed pressure on many
businesses due to pressure on funding working capital requirements, particularly in the
context of supply chain challenges which prevailed during the year.

The marked increase in interest rates also resulted in a shift in funds to debt from other
investments such as real estate and equity. This was particularly evident in the Property
industry group, where the business noted subdued interest in the sale of residential
apartments.
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— Average 3 Month US Dollar LIBOR

The 3-month US Dollar LIBOR was increased
from 0.8% in March 2022 to 5.1% in March 2023.

Cause

The Federal Reserve Open Market Committee
(FOMC) adopted a hawkish monetary policy
during the year under review with the aim of
containing the notable inflationary pressures in
the US economy. The tightening cycle began
in March 2022, the first interest rate hike in over
three years. The Federal Reserve has raised the
fed funds rate by 5 percentage points across 10
meetings since March 2022, with the Fed Fund
Rate at 5.00%-5.25% by May 2023.

Impact to the John Keells Group

The Group noted a reduction in the Group's
USD cash holdings which impacted the USD
interest income of the Group, despite higher
interest rates. The repayment of the USD 100
million six-month bridging loan facility in June
2022 at Waterfront Properties (Private) Limited
(WPL), the project company of ‘Cinnamon Life]
obtained as part of the refinancing of the USD
395 million syndicate term loan facility, and the
conscious conversion of USD cash holdings

in line with the Group's funding strategy
contributed to this reduction in cash holdings.
Itis noted that the repayment of the WPL
bridging loan had no implications on the Group
at a net debt level.

In respect of the Group's foreign currency
borrowing portfolio, interest rate swap
agreements are in place for a sizeable portion
of the facilities in order to mitigate the Group's
exposure to rate fluctuations.
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INDUSTRY GROUP REVIEW

== TRANSPORTATION

Industry Group Structure

4 N

Ports and Shipping

e Operation of a container terminal in the Port of Colombo as a
public-private partnership on a build, operate and transfer basis
through South Asia Gateway Terminals (SAGT).

* Development of a container terminal for operation in the Port of
Colombo as a public-private partnership on a build, operate and
transfer basis through the West Container Terminal (WCT-1).

e Associate stake in Maersk Lanka, the agents in Sri Lanka and the
Maldives for the Maersk Line.

e Shipping agency and maritime services through Inchcape
Mackinnon Mackenzie Shipping (Private) Limited (IMMS), a joint
venture with Inchcape Shipping Services.

Transportation

* Marine bunkering and related services under Lanka Marine
Services (LMS).

e Third party logistics (3PL), warehousing and trucking through
John Keells Logistics (JKLL).

e DHL air express in Sri Lanka, a joint venture with Deutsche Post.

* Representation of multiple on-line and off-line airlines as general
sales agents through Mack Air (MAL) in Sri Lanka.

e Travel agency and travel related services through Mackinnons
Travel (MTL).

* Domestic scheduled and charter flight operations under the
brand, ‘Cinnamon Air’

e Freight forwarding and customs brokerage through Mack
International Freight (MIF).

Inputs (Rs.million)

2022/23 | 2021/22 |

%/ 2020721

Contribution to the John Keells Group

I :
| 28
| B2

Revenue

EBIT

Capital Employed

Carbon Footprint

Navigating Our Value Creation Journey  Group Highlights

Total assets 30,790 38,621 (20) 23,941
Total equity 17,891 18,962 © 18291
Total debt’ 8,610 12,680 (32) 3,663
Capital employed? 27,074 31,751 (15) 22,118
Employees? (No.) 465 538 (14) 512
Outputs (Rs.million) | 2022/23 | 2021/22| 9% | 2020/21
Revenue’ 94,281 43,816 115 26,584
EBIT 10,360 583 1,678 3,347
PBT 9,570 1,015 843 3,343
PAT 9,010 733 1,130 3,246
EBIT per employee 22 1 1,957 7
Carbon footprint (MT) 4,906 4,450 10 2,557

1. Excludes lease liabilities.

Management Discussion and Analysis

2. Forequity 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

Global trade of goods and services reached a record level of USD 32 trillion in CY2022,
which is a 12% increase in comparison to CY2021. Growth was primarily driven by
encouraging performance in the first half of CY2022. However, trade growth in the second
half of CY2022, especially in the fourth quarter, was subpar on the back of geopolitical
frictions, persistent inflation, and lower global demand as per the United Nations
Conference on Trade and Development (UNCTAD).

Merchandise trade stood at USD 25 trillion, a 10% increase against the previous year with
merchandise trade volumes recording growth. UNCTAD has noted an increasing trend in
the trade of green goods in CY2022 given the increased emphasis by countries to fight
climate change and cut emissions.

. For a detailed discussion, refer the Outlook section of the report on page 135.

Key Policy and Regulatory Highlights

Corporate tax rates for the sector increased from 14% to 30%, with effect from October
2022.

Effective June 2022, the Sri Lanka Ports Authority (SLPA) advised shipping lines to remit
payments in US Dollars.

The regulation on mandatory conversion of export proceeds which was imposed on
service exporters in 2021/22 was revoked in September 2022.

The International Maritime Organisation (IMO) introduced the IMO 2023 regulations, a new
global shipping regulation, with the aim of reducing carbon emissions and promoting
greater energy efficiency in the sea freight industry.

In 2022/23, the Sri Lankan Government granted approval to supply fuel to the domestic
market, primarily to exporters, power generation companies, tourism service providers,
telecommunication service providers and subsequently to other industries.

Six new bunker licenses were also issued by the Government during the year, although
none of them have commenced operations as at the date of this Report.

Several concessions were granted on the embarkation levy and landing and parking
charges for new airlines and existing operators to attract more airlines to Sri Lankan airports
in CY2022.

The departure tax at the Colombo International Airport in Ratmalana was reduced by 50%
to encourage low-cost carriers to Sri Lanka. This concession was effective from 27 March
2022 for a period of one year.

The entirety of the dredging works for both phases at WCT-1 is near complete.
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Macroeconomic Update -
Ports and Shipping

The Port of Colombo (POC) handled
6.6 million twenty-foot equivalent units
(TEUs) in 2022/23, a 10% decrease in
TEUs handled against the previous year
[2021/22: growth of 8%]. All terminals
of the Port of Colombo recorded a
decline in both cargo and container
handling volumes on the back of
global and domestic macroeconomic
instabilities.

Domestic TEU volumes decreased
by 22% during 2022/23

[2021/22: growth of 10%] whilst
Transshipment volumes decreased
by 7% in 2022/23 [2021/22: growth
of 8%].

Domestic:transshipment mix stood
at 14:86 for 2022/23 [2021/22:
16:84].

Overall POC capacity utilisation was
~78% for 2022/23 [2021/22: 86%].

Capacity enhancements at the POC:

The construction of the second
phase of the East Container
Terminal (ECT) continued during
CY2022. Extending across 75
hectares and a quay length of 1,320
meters, the ECT is stated to be
completed by CY2024.

Construction work of the West
Container Terminal (WCT-1) of the
Colombo Port is progressing well,
with 800 meters of quay length due
to be operational in 2024/25.

Refer the Ports and Shipping
section for a detailed discussion
on WCT-1.

Upon the completion of both
terminals, the estimated annual
capacity of the POC is expected to
enhance by ~6 - 6.5 million TEUs.

A feasibility study on the ‘Colombo
North Port Development Project’
and the preliminary design and
feasibility study to implement a
new port communication system
was also undertaken in CY2022.



Ports and Shipping
South Asia Gateway Terminals

During the year under review, the Group’s Ports and Shipping business, SAGT, recorded a 7%
decline in TEUs to 1.7 million TEUs [2021/22: 1.8 million TEUs] in contrast to the 10% decline
recorded at the POC. The decline was primarily from domestic volumes which decreased by 15%,
whilst transshipment volumes contracted by 6%.

ﬂ) INSIGHTS

SAGT Volumes
(TEUs '000)
600
500
400
300
200
100
0
Q1 Q2 Q3 Q4
Domestic:Transshipment volume mix
FY22:16:84 FY22:13:87 FY22:13:87 FY22:14:86
FY23:13:87 FY23:12:88 FY23:13:87 FY23:13:87
M FY20 W FY21 FY22 W FY23

* Volumes in the first quarter witnessed a decline of 5% in comparison to the same quarter
of the previous year. This was primarily driven by a 20% decline in domestic volumes and
a 2% decline in transshipment volumes on account of the import restrictions and other
macroeconomic challenges that was evident in the first quarter of 2022/23.

* During the second quarter, SAGT witnessed a marginal improvement in overall volumes,
driven by a 3% growth in transshipment volumes compared to the same quarter of the
previous year.

* Volumes noted a 13% decline in the third quarter primarily due to global challenges,
including the Russia-Ukraine conflict and the Covid-19 restrictions which were re-imposed
in China.

e Trends witnessed in the third quarter continued to the fourth quarter, with volumes
declining by 11% in tandem with the overall decline in volumes at the POC.

Despite the decline in overall volumes at the Port of Colombo and the macroeconomic challenges
in terms of sourcing fuel, electricity, and outsourced services such as lashing, inter and intra
trucking costs, the performance of SAGT was supported by higher revenue from ancillary
operations and the depreciation of the Rupee against the previous year. Whilst electricity and fuel
costs recorded an increase, significant cost savings were achieved through the rubber tyred gantry
cranes (RTGs) hybrid conversion project completed in 2021/22.

SAGT operationalised two new quay cranes in June 2022 which increased the twin lift capability
of the terminal to five cranes whilst considerably improving the quayside terminal efficiency.

The business also implemented an interactive dashboard to provide a real-time overview of

quay cranes to efficiently manage breakdowns. SAGT further introduced a secure performance
dashboard with real-time access to quayside performance and an online e-Delivery Advice (e-DA)
facility to improve the efficiency of the import container clearance process for its customers. The
business has also invested in a fleet of the latest inter-terminal transfer (ITT) trucks to facilitate and
guarantee the connection of transshipment containers.

SAGT operationalised two new quay cranes in
June 2022 which considerably improved the quayside
terminal efficiency.

Navigating Our Value Creation Journey — Group Highlights  Management Discussion and Analysis ~ Governance

Financial Statements

%’ AWARDS

9

e 'Most Progressive Port/Terminal
towards Sustainability’ awarded by the
Global Ports Forum Awards 2022.

e ‘Best Company with Sustainable
Practices’awarded at the Maritime
SheEO conference 2022.

* Received the following accolades at
the 'Global Ports Forum Awards 2023":
Best Container Terminal for
Environmental Protection Initiatives
2023.
- Container Terminal with Best Safety
Practices 2023.

¢ Finalist —"Terminal Operator of the Year’
of the Maritime Standard Awards 2022.

\

Colombo West International Container
Terminal

The groundwork on the West Container
Terminal (WCT-1) at the Port of Colombo

is progressing well with the entirety of

the dredging works for both phases near
complete. The contract for the quay wall
construction, a significant component of the
overall construction works, was awarded in
October 2022. Overall timelines for the project
remain as originally envisaged.

The WCT-1, which has a lease period of 35
years, is a deep-water terminal with a quay
length of 1,400 meters, an alongside depth of
20 meters and an annual handling capacity
of ~3.2 million TEUs. Phase 1 of the terminal,
comprising of a quay length of 800 meters as
against the previous 600 meters, is slated to
be operational by the third quarter of 2024/25.
The extension of the quay length in Phase 1
facilitates the servicing of two large vessels
concurrently, which will enable a higher
throughput once Phase 1 is operational. The
remainder of the terminal is expected to be
completed by the third quarter of 2025/26.

The entirety of the dredging works for both phases at
WCT-1 is near complete.
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TRANSPORTATION

Inchcape Mackinnon Mackenzie Shipping

IMMS recorded a strong performance in its first
full year of operations, with double digit growth
in both revenue and jobs undertaken, albeit off
a low base. The business was able to leverage
on its worldwide shipping agency networks
and domestic expertise to capture a sizeable
market share in the shipping agency business.
However, given the macroeconomic challenges,
IMMS experienced reductions in casual caller
volumes and bulk cargo imports. The business'’s
primary focus of ship husbandry services
performed relatively well in the first half of the
year with the business gaining market share
during the period. IMMS also commenced
promotions on’ISS Cruise’vertical and launched
the Inchcape Marine survey and inspection
service during the year under review.

Maersk Lanka

Maersk continued to secure its position as
one of the largest shipping lines in the POC.
The business performed well during the

year on account of its new global strategy

as a logistics service provider in addition to
shipping services, the steep devaluation of
the Rupee and favourable freight rates. The
macroeconomic conditions in the country
posed various cost pressures and liquidity
challenges which impacted the business. The
business undertook various cost management
initiatives to minimise the impact on business.

% AWARDS

-

* Gold award -'Ocean Carriers (Main
Liner Operators — Large Category)’
awarded by the National Logistics
Awards by Sri Lanka Logistics and

Freight Forwarders Association (SLFFA).
\_ %

Maersk continued to secure its position as one of the
largest shipping lines in the POC.

Macroeconomic Update - Bunkering

* The price of Brent oil rose significantly in the first half of CY2022 mainly as a result of the
geopolitical tension with Russia. The low global crude oil inventory and reduced supply
resulted in the highest inflation-adjusted crude oil prices since CY2014. However, from
the start of the second half of CY2022, prices followed a declining trend on account of
the slowdown in global growth, aggressive monetary policies and continued Covid-19
restrictions in China.

* Given the declining crude oil prices, driven by oil supplies from Russia, Indian ports
reduced prices during the fourth quarter of 2022/23, which impacted the Sri Lankan
bunker market, with overall market volume declining by 9%.

+ As per Reuters, the largest oil supplier to India during April 2022-January 2023
continued to be Iraqg, with Russia replacing Saudi Arabia as the second largest supplier.

* The Jaya Container Terminal (JCT) oil bank, operated by the SLPA, called RFPs (request for
proposal) with the aim of increasing its storage capacity.

Bunkering

Given the challenging macroeconomic environment, the bunkering industry faced numerous
challenges in procuring cargo from suppliers, which included restrictions in opening letters of credit
(LCs), foreign exchange shortages and disruptions to doing business due to the country’s sovereign
rating downgrade. Competition from regional markets and the thinning out of local demand
affected the market in the second half of the year under review. The market was also impacted due
to increased competition from Indian ports. The Bunkering business of the Group, LMS, was no
exception and was impacted in a similar manner. Despite the multitude of challenges faced, LMS
recorded an 8% growth in volumes [2021/22: growth of 3%)]. LMS continued to retain its market
leadership position both in the West Coast and the Sri Lankan market.

LMS recorded a strong performance in the first half of the year driven by improved margins,

on account of the steep increase in global fuel oil prices, as well as higher volumes for the year.
However, performance in the second half of the year was impacted by the sharp decline in oil
prices and the overall slowdown in bunker market volumes. The business continued to carefully
determine cargo parcel sizes for import purposes, in order to avoid any over exposure of inventory.

Given the various challenges faced by market players in importing cargo during the year, LMS
provided continuous supplies to its customers which enabled the business to improve market
share. However, with the improvement in economic conditions and its competitors noting a
gradual improvement, market share witnessed a marginal decline, although above the market
share noted in the previous financial year.

In May 2022, the Government of Sri Lanka granted approval for licensed bunkering businesses to
import and supply fuel oil to local industries to ensure continuity of operations in light of the fuel
shortages in the country and ease the burden on Government supplies. LMS also provided fuel to
such local industries which helped them navigate supply issues while these sales incrementally
supported the overall volumes at LMS.

Logistics

The logistics arm of the Group, John Keells Logistics (JKLL), expanded its service offerings and
customer base across new sectors. During the year under review, JKLUs third party logistics (3PL)
business, enhanced the storage capacity of its warehouses by 26%, aided by internal optimisation
strategies whilst maintaining the footprint in line with 2021/22.

JKLL faced significant challenges from power supply interruptions, fuel shortages, import
restrictions and lower export volumes. However, the business continued to implement cost saving
strategies, digitise and optimise its logistics value chain by leveraging on its newly implemented
tier T warehouse management system (WMS) and other cost saving initiatives to provide
customer-centric solutions for its clients.
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Given the significant escalations in
construction costs, JKLL decided not to pursue
the 100,000 sq.ft. warehouse construction
project in Raddolugama. Alternatively, a new
70,000 sq.ft. warehouse was onboarded on a
rental basis during the year.

Despite the decline in both import and export
volumes, JKLL was successful in penetrating the
apparel and tyre industry verticals whilst further
expanding into the e-commerce industry.

During 2022/23 no new warehouses were
constructed. The existing warehouses were
operating at ~90% capacity by the end of

the financial year. Given the challenging
macroeconomic environment, the business
witnessed notable cost pressures, including an
increase in rental rates stemming from the short
supply of warehousing facilities in the market.

DHL Keells

DHL Keells (Private) Limited continued to
maintain its market leadership position in
2022/23 despite the challenges encountered.
The increase in freight rates as a part of its
incremental yield and margin management
initiatives was a significant driver of revenue
during the year. Performance was also aided

by the translation impact from the steep
depreciation of the Rupee. However, the
depreciation impacted the retail segment, which
witnessed a decline during the year. Due to the
macroeconomic crisis, new customer gains and
active customer retention was a challenge in
the small and medium sized enterprises (SMEs)
segment and tele-sales channels.

DHL collaborated with LMS during the fuel
crisis to ensure uninterrupted services were
provided. DHL Keells also liaised with the DHL
Commercial Airline (CAL) group to secure
necessary assistance for inbound material and
to maintain service consistency, given the
payload restrictions imposed by airlines.

The business introduced a new clearance
website to assist customers in obtaining
information on the clearance process. Digital
initiatives such as key accounts reporting tool
(KART) and robotic process automations were
implemented to simplify routine work and
improve the customer experience, alongside
other initiatives to streamline operational
processes and enhance productivity.

Despite the multitude of
challenges faced, LMS
recorded an 8% growth in
volumes. LMS continued to
retain its market leadership
position both in the West Coast
and the Sri Lankan market.

Navigating Our Value Creation Journey  Group Highlights

% AWARDS
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Received the following awards from ‘Great Place To Work”:

¢ Gold Award -'Best Multinational’

¢ Gold Award -'Best Medium Sized Organisation’

e Recognised as one of the ‘Top 40 Best Work Places'for the 8" consecutive time.

Received the following at the ‘Stevie Awards":

¢ Silver Award —'Sales Growth Achievement of the Year’

¢ Bronze Award - 'Back Office Customer Service Team of the Year’
* Bronze Award - 'Contact Centre of the Year’

o %

Macroeconomic Update - Airlines and Other

* In CY2022, the performance of the civil aviation sector improved with the gradual
restoration of global travel activity.

* Thirty-three international airlines and five domestic airlines were in operation in the
country in CY2022.

* The construction of the new taxiway at the Colombo International Airport in Ratmalana
was completed in March 2022.

For a detailed discussion on the tourism sector performance, refer the Leisure industry group review
on page 63.

Airlines and Other

Businesses within the Airline segment was impacted by the lacklustre performance in tourist
arrivals, particularly during the first half of the year. The segment witnessed an encouraging
recovery towards the latter end of the year under review, in tandem with the revival of the tourism
industry and the easing of macroeconomic pressures.

‘Cinnamon Air'witnessed a recovery in the high-end segment, driven by increased contribution
from local corporates and high-net-worth individuals. The airline operated ~45 charter flights per
month on average from mid-December 2022 onwards. The scheduled flight operations which
were suspended in March 2020, on account of the pandemic, recommenced operations in April
2022. However, the business was compelled to re-suspend operations due to the various socio-
economic and socio-political challenges that materialised in the first half of 2022/23. The business
will assess the demand for scheduled flights with a view to recommencing its scheduled services.

The performance of MAL was driven by increased flight frequencies given its enhanced
relationships with airlines and new product offerings. The business also focused on new customer
segments such as labour, migrant and student given the shift in demand. However, foreign
currency remittances due to principals were affected by constraints in the foreign exchange
market. MAL was successful in navigating such challenges through higher engagement and
alternate solutions which led to renewed confidence in the business amongst principals.

MTL experienced a recovery in performance in tandem with an increase in demand for air travel.
Devaluation of the local currency and restrictions in foreign currency transfers to airline principals
contributed to an increase in airline ticket prices. However, a gradual easing off was noted
following the appreciation of the Rupee. During the year, MTL recorded an improvement in
market share.

Although MIF was able to onboard new customers under both the air and sea freight verticals
during the year under review, the business was faced with multiple challenges. Various
challenges on account of import restrictions, and foreign exchange constraints, coupled with the
downgrading of the sovereign rating resulted in increased working capital requirements and a
subdued performance of the freight vertical.
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‘ . CONSUMER FOODS

Industry Group Structure

4 N

Beverages
CSD | Non-CSD
e (Carbonated soft drinks (CSD) under the ‘Elephant House'brand.

* Non-CSD range:
"Twistee, a fruit-based tea drink.
‘Fit-O’ a fruit flavoured drink.

Fresh milk and flavoured milk branded under ‘Elephant
House!

Water branded under ‘Elephant House'

Frozen Confectionery
Bulk | Impulse

e Wide selection of Frozen Confectionery products, including the
premium ice cream range 'Imorich), ‘Feelgood’ guilt-free frozen
yoghurt range and other Impulse products such as stick, cone,
and cup varieties.

Convenience Foods

* Processed meat products under the 'Keells-Krest'and ‘Elephant
House'brands.

e Arange of crumbed and formed meat products under the
‘Keells-Krest'brand.

e ‘'Keells-Krest Soya Meat; a plant-based product.

Note: The above products comprise a portfolio of leading consumer brands - all
household names - supported by an established island-wide distribution channel and
dedicated sales team.

Contribution to the John Keells Group

Revenue

. 7% EBIT

Capital Employed

Carbon Footprint

52 John Keells Holdings PLC | Annual Report 2022/23

Inputs (Rs.million)

2022/23 | 2021/22 |

%| 2020721

Total assets 23,438 19,508 20 15914
Total equity 11,052 9,531 16 8,755
Total debt! 6,536 3,114 110 2,546
Capital employed? 17,746 12,792 39 11,398
Employees? (No.) 1,363 1,363 - 1,402
Outputs (Rs.million) | 2022/23 | 2021/22| % | 2020/21
Revenue 31,269 21,008 49 16,510
EBIT 2,210 2,516 (12) 2,459
PBT 1,164 2,347 (50) 2,297
PAT 1,745 1,925 9) 2,156
EBIT per employee 2 2 (12) 2
Carbon footprint (MT) 19,284 19,581 ) 17,619

1. Excludes lease liabilities.
2.Includes lease liabilities.

3. As per the sustainability reporting boundary.



External Environment and Operational
Review

Macroeconomic Update

* Asoutlined under the ‘External
Environment' section of this
Report, the year under review was
characterised by unprecedented
challenges which includes a surge
in inflation, both globally and
domestically, supply side disruptions
including a power and energy crisis,
notable uptick in policy rates as well
as a steep depreciation of the Rupee.
Whilst the economic volatility was
more pronounced in the first half of
the year under review, the second half
witnessed a gradual improvement.

Key Policy and Regulatory Highlights

* The concessionary corporate income
tax rate of 18% applicable to the
manufacturing sector was increased
to the standard corporate income tax
rate of 30% with effect from
1 October 2022.

* The value added tax (VAT) rate was
increased from 8% to 12% with effect
from 1 June 2022, and thereafter
increased to 15% effective from 1
September 2022.

* The Government imposed a social
security contribution levy (SSCL)
of 2.5% on annual taxable revenue
exceeding Rs.120 million of taxable
persons with effective from
1 October 2022.

For a detailed discussion, refer the External
Environment section of the report on
page 41.

The Consumer Foods industry group recorded
a strong volume recovery during the first half
of 2022/23 with volumes exceeding pre-
pandemic levels. However, the performance
in the second half of 2022/23 was negatively
impacted by a decline in volumes and margin
contraction across the businesses, given the
adverse macroeconomic circumstances that
prevailed during the year under review.

Navigating Our Value Creation Journey  Group Highlights

UJ INSIGHTS

The challenges faced by the industry group during the year under review:

Supply-side Challenges

* The steep depreciation of the Rupee
and unprecedented inflationary
pressures led to a sharp increase in
raw material prices.

® Demand-side Challenges

* The unprecedented rise in inflation had
a significant impact on the disposable
income of customers, leading to
prioritisation of essential items over

* |mport restrictions on account of the non-essential items.

foreign currency shortage further
exacerbated supply chain challenges,
especially in sourcing raw materials
essential for production. The resultant
need for inventory buffers also exerted
pressure on the working capital cycle.

e Theincrease in personal income tax
rates from the fourth quarter of 2022/23
further impacted the purchasing power of
consumers.

* The notable increase in direct and indirect
costs coupled with the increase in VAT and
the imposition of the SSCL, compelled the
businesses to adopt price increases which
impacted demand.

¢ Significant increases in operational
costs, including fuel, gas, electricity
and salary costs adversely impacted
margins and profits of the businesses.

* The sharp increase in the cost of living
resulted in a shift in consumer demand
from larger pack sizes to smaller, more
economically priced options.

* Financing costs were impacted by the
significant increase in interest rates.

* Regular disruptions to power supply
and fuel shortages posed additional
operational challenges for the
businesses.

* Restrictions on opening letters of
credit (LCs) exerted pressure on
working capital requirements of the
businesses.

Whilst the domestic macroeconomic conditions recorded substantial improvements during the
second half of the year under review and day-to-day consumer and business activity reverted
to levels of normalcy, consumer demand was relatively slow to rebound, thereby impacting the
volumes of the businesses.

Beverages

Given the challenging operating environment, the Beverages business recorded a 5% decline

in volumes during the year under review [2021/22: 22% growth]. This was driven by the CSD
segment, which recorded a 7% decline in volumes in comparison to the growth of 18% recorded
in the previous year. It is encouraging to note that both the Dairy and Fruit Juice segments
recorded encouraging growth during the year under review, whilst the Water segment maintained
steady volumes.

Volume Growth (%) ‘ Beverages* ‘ CSD Segment

| FY23 FY22 | FY23 FY22
First half 37 (1)** 32 (2)**
Second half (31) 43%%% (32) 35%xx

*More than 80% of volumes are attributed to the CSD segment.
**Volumes in the first half of 2021/22 were impacted by pandemic-related disruptions.
***\/olumes in the second half of 2021/22 witnessed a recovery with the easing of Covid-19 restrictions.

Note: The decline in volumes during the second half of 2022/23 can largely be attributed to the decline in demand on
the back of the aftermath of the macroeconomic crisis during seasonal months.
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* (CSD volumes in the first and second quarters of the current year recorded a growth of
56% and 13%, respectively [2021/22: 18% growth and 14% negative growth, respectively],
with volumes exceeding pre-pandemic levels. It should, however, be noted that volumes
in both quarters of the previous year were impacted by pandemic-related disruptions and
lockdowns.

e (CSD volumes in the third quarter of 2022/23 recorded a decrease of 19% [2021/22: 37%
growth] on account of the price increases undertaken in several stock keeping units
(SKUs) to mitigate margin pressure together with declining consumer disposable incomes
which dampened demand. It is noted that the volumes in the third quarter of 2021/22
also entailed volumes driven by ‘pent up’demand, given the easing of pandemic-related
restrictions, which affected the base and therefore the comparative growth in volumes.

e Consumer disposable income was further impacted by the increase in personal income taxes
implemented from 1 January 2023. Accordingly, volumes in the fourth quarter of the year
under review declined by 40%. The 34% growth in volumes in the fourth quarter of 2021/22
was driven by the easing of restrictions and improved consumer sentiment since the onset of
the pandemic.

During the year under review, in addition to the decline in volumes, the performance of the
Beverages business was significantly impacted due to increased pressure on margins, on the back of
cost escalations in raw materials and packaging materials, which was largely a global phenomenon.
Margin pressure was further exacerbated with rising inflation across all cost inputs in the country
and the impact of the steep depreciation of the Rupee. However, the impact on margins were, to

an extent, absorbed through price increases in select SKUs and forward buying of material, where
possible. The operating leverage in the first two quarters of the year under review further supported
the business to mitigate margin pressure.

Movement of Raw Material Prices
(Index: FY20 Q1 = 100)
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Beverages: white refined sugar (price per kg) == CSD PET bottle (price per unit)

Source: Internal company data.
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As illustrated in the diagram below, global raw
material prices continue to exhibit a declining
trend, gradually reducing from its peak levels.
This coupled with a decline in freight costs,
the gradual easing of the country’s foreign
exchange liquidity position and improved raw
material availability have positively impacted
the margins of the business. Accordingly,
pressure on margins has started to ease from
the fourth quarter of 2022/23 onwards since
the inventory sourced in the previous quarters
at higher costs has largely been depleted.

The business introduced reduced pack sizes
at affordable price points, such as the 250 ml
bottle, which was launched to the market

at a rate of Rs.100.00. This gained significant
traction in the market, aiding the business

to retain market share in a demand-elastic
market. Further, the business implemented
pre-selling strategies given the longer shelf life
of products.

Products Launched

e 250 ml economic packs under the
CSD segment.

e ‘Cream Soda Kiwi Pop'under the
CSD segment.

e ‘Twisty Lemon’under the
non-CSD segment.

To address operational cost pressures, in
addition to increasing prices across SKUs, the
business entered into forward contracts and
booked consignments in advance to secure
sufficient stocks and sustain production
effectively. Forward procurement of fuel

was carried out in order to ensure minimal
interruptions to production. Cost efficiency
and cost reduction programmes targeting
packaging material and production processes at
the factories were carried out, which aided the
business in driving production efficiency and
navigating the challenging market conditions.

The business continued to roll-out its
advanced analytics transformation programme
during the year, where several well-defined
advanced analytics use cases earmarked for
the Beverages business were successfully
deployed. Preliminary results of these pilot
projects are promising, with strong indication
that the anticipated benefits that were evident
through the initial pilot projects can be
sustained at scale. These use cases focus on
improving efficiencies across the supply chain.



Returnable glass bottles (RGB) declined in
volumes due to restrictions in movement
caused by fuel shortages and social unrest,
while polyethylene terephthalate (PET)
bottles noted a growth. The PET: RGB mix
stood at 89:11 during the year under review in
comparison to 90:10 in 2021/22.

The business was able to achieve efficiency
gains by addressing aspects such as
changeover time in packaging and production
capacity. To this end, the PET capacity was
improved during the year under review by
converting a previously underutilised glass line
into a PET line, thereby optimising production.

84:16

CSD: Non-CSD Volume Mix
2021/22:86:14

Despite the challenges, the business maintained
the distributor network by implementing
effective planning and brand building strategies.
The credit risk and exposures of distributors
were managed through rigorous and more
frequent monitoring of credit limits. The
business placed strategic focus on increasing its
distribution efficiency by proactively engaging
and monitoring distributors through integrated
digital platforms. New business intelligence

(Bl) dashboards were implemented along

with the digitisation of the field sales process,
which included geotag locations, among other
features.

*’ AWARDS

e SLIM Brand Excellence Awards 2022:

Gold award —'Agile Brand of the
Year'awarded to ‘Elephant House
Ginger Beer'.

Bronze award —‘Turnaround Brand
of the Year'awarded to ‘Elephant
House Ginger Beer'.

* Gold award -'Best Use of Branded
Content’at the SLIM Digis awarded to
‘