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In the midst of a complex environment filled with turbulence and uncertainty, we
are proud to report that your Company emerged triumphant - continuing steadily
along an exceptional journey of resilience and growth that first began over 143
years ago.

Over the years, we navigated a formidable course - relying on perfectly crafted
structures, systems and strategies that enabled us to thrive in the face of
overwhelming odds. That’s how, despite the debilitating impacts of the year under
review, we remained unwavering, confronting the seemingly impossible with a
powerful strength and resilience that is distinctive to us.

The pages that follow explore our strong track record of success in the face of
impossible odds, while paying tribute to the characteristics and the unyielding
strength that enabled us to display a truly spectacular performance during the
year under review.

We're rising above the storm to face the future with confidence; delivering a legacy
of exceptional value both today, and in the years to come.

The bar-headed goose is known for its iconic high altitude migration, making a journey across
challenging conditions for 1,500km over the Himalayas - the world’s longest and tallest land mass.
Its ability to survive extreme weather conditions and potential threats is a result of years of evolution
and strategic thinking - undertaking a unique path that maximises progress through sheer energy
and determination.
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We’re built to endure the harshest

environments - structured to adapt to any eventuality.

The bar-headed goose is structured to sustain flight at remarkably high altitudes.
These birds possess stronger lungs and oxygen-rich blood; adaptations that enable
them to triumph against conditions of low air density, less oxygen, and extreme cold.

Air sacs

Our unwavering strength and vitality
enabled us to rise above and surpass
stakeholder expectations.

This particular species rarely glides, yet possesses the
stamina to travel over challenging terrain. Long periods
of flight are maintained by expending considerable
energy through the constant flapping of their wings.

We’re wired to weather the storms
that lie ahead, as we power onwards
with a purpose.

The bar headed goose can cover over 1,600km in a single
day, with some flights being tracked at over 17 hours. They
are able to fly against strong crosswinds and yet maintain
their course, utilising a v-formation to optimise their
performance.



We’re soaring far above the rest of
our peers, dominating the space in
which we operate.

These birds are unmatched in terms of the sheer scale of

their achievements - able to reach heights above 7,000m,

where every other species is barely able to survive.

We continue to push ourselves to
transcend our limits, and achieve new
heights year on year.

The Himalayas grows by approximately 10mm every year. The
geese have been making their journey for millennia, pushing
themselves to exceed their past performances and conquer
increasing adversity.



To be Sri Lanka’s corporate inspiration at all times.

Delivering superior shareholder value by unleashing the full
potential of our people and achieving leadership in all our
domestic and global businesses.



Honesty and Integrity - ethical and transparent in all our dealings.
Accountability - holding ourselves responsible to deliver what we promise.

Yes, WE can! (Team Work) - working with each other and with our partners across
boundaries, to make things happen.

Love for humanity - treating everyone with respect and dignity, providing for the
development of our people and rewarding them for good performance.

Enduring Customer Value - enhancing experiences for every customer, from the rural
farmer to the global consumer.

Yes, we WILL WIN! (a Will to win) - exhibiting the will to win that which is important to
Hayleys and its shareholders.

Social Responsibility as a Good Corporate Citizen - caring for the communities in which we
work, actively supporting their growth and being environmentally responsible in all we do.

&

Innovation - transforming ideas into products and services to create economic, social and
environmental value in the pioneering spirit of Hayleys.




A TRIBUTE TO
OUR EMPLOYEES




“In an extraordinarily challenging year, your company demonstrated remarkable
spirit and agility to deliver exceptional results. Our people faced adversity head
on, rallying together to propel Hayleys towards bold and transformative action
and to deliver record-breaking growth and profitability”

Ensured the safety of our people through stringent measures in line with
guidelines issued by relevant health authorities

Increased capacity utilisation levels in key sectors without additional
investments, through embracing new ways of working

Factories swiftly recommenced operations

Leveraged digital capabilities to facilitate remote working arrangements

Full remuneration maintained for all employees across the Group

THROUGH THE COMMITMENT OF OUR PEOPLE THE GROUP DELIVERED

Rs. bn

Highest-ever Revenue

Rs. bn
Highest-ever PBT

The past year has reaffirmed our belief that the Hayleys Team is the Group’s
most valuable asset, and we deeply appreciate the passion, commitment
and sacrifices that each and every one of you have made in delivering the
phenomenal results achieved.



In the midst of these unprecedented times, we extend our heartfelt
gratitude to the frontline workers and first responders who placed their
lives on the line to help us face the unknown.

Your sacrifice and acts of bravery enabled our nation to soar above the

storm; through safeguarding our very existence, you created a means

for us to reach our potential as a people, and a reason to believe in the
promise of tomorrow.



We are the Hayleys Group

AN EXCEPTIONAL
HISTORY

Even as we mark 143 years of unmatched value creation, our legacy continues. We are built and structured to
face the future - to last through major upheavals and transformations in society and across the world, to serve
our stakeholders for the foreseeable future.

In this portion of the report, you will discover our story, and the factors that enable us to thrive. Here you will
find the principles and practices that define us, as well as the impactful presence that drives our performance.

The sandhill crane has been in existence for millennia, with the earliest fossil dating back 2.5 million years, and their closest
ancestors being recorded nearly 10 million years ago. Cranes are a symbol of longevity, wisdom and immortality; a tribute
to their endurance, and ability to evolve with the changing times and conditions.
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The Story Unfolds...

WE PRESENT OUR 8TH INTEGRATED ANNUAL REPORT
‘EXCEPTIONAL’- OUR PRIMARY PUBLICATION TO SHAREHOLDERS,
WHICH AIMS TO COMMUNICATE THE GROUP’S VALUE CREATION
STORY SUCCINCTLY AND CLEARLY.

o WE ARE THE HAYLEYS GROUP
’@' An overview of the Group including our businesses, market
Q O position and a brief summary of the Group’s financial, social

and environmental performance.

EXCEPTIONAL LEADERSHIP

w Leadership insights and how strong governance practices
&% underpin the creation of shared value and position us for long-
term growth.

STRATEGIES TO UNLOCK VALUE

) . Our business model, the needs and expectations of our

@ stakeholders and how we drive our strategy in creating shared
value.

ADAPTING AND THRIVING

a@ Review of our businesses and how we nurtured our resources
&Y and relationships during the year, including how value was
created through our financial performance.

Overview of how we utilised our capital resources during the
000 year to generate outcomes for our stakeholders.

@ NURTURING OUR RESOURCES
+

This year's Annual Report marks a key milestone in our
Integrated Reporting journey, as we successfully obtained
external assurance on our Integrated Reporting practices.

BOARD RESPONSIBILITY

Hayleys PLC’s Board of Directors hold ultimate responsibility for ensuring the
integrity of this Report. We hereby confirm that the 2020/21 Report addresses all
relevant material matters and fairly represents the Group’s integrated performance.
We also confirm that the Report has been prepared in accordance with the
Integrated Reporting Framework of the International Integrated Reporting Council.
The Report is approved and authorised for publication.

Signed on behalf of the Board

=

M.Y.A. Perera
Chairman
Audit Committee

NAVIGATION ICONS

We have used the following navigation
icons across the Report to showcase
connectivity between strategy, KPlIs,
resource allocation, risks and other
relevant information.

CAPITALS

Financial Capital

Manufactured Capital

Human Capital

Social and Relationship
Capital

Intellectual Capital

Natural Capital

Y BLE

STRATEGIC PILLARS
Profitable Growth

Innovation and
Digitalisation

Value Chain and
Community Partnerships

Customer Focus

Inspired and Dedicated
Team

0600

@ﬂ Climate Action

FORWARD LOOKING STATEMENTS
This Annual Report contains forward
looking statements which are based

on the Group’s current expectations
and forecasts of future events. Readers
can identify these statements through
words such as anticipate, expect,
estimate, intend, project, believe and
other terms of similar meaning. These
statements are subject to inherent risks
and uncertainties and assumptions
many of which relate to factors beyond
the Group’s control. The Group cautions
investors that these factors could differ
materially from those expressed in any
forward-looking statement.
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WE ARE THE HAYLEYS GROUP

Hayleys PLC is one of Sri Lanka’s most economically and socially impactful organisations, operating across 12 diverse industry
sectors with deep-rooted relationships across supply chains, distribution networks and customer segments. With products
sold in over 70 markets across the world, Hayleys is one of the country’s largest value-added exporters, commanding globally

BUSINESS PROFILE
RELATIVE CONTRIBUTION OF SECTORS
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10,000 20,000 30,000 40,000 50,000 60,000 70,000

Liabilities (Rs.mn)

The size of the circle represents Earnings-before-interest and tax
Solid circle indicates positive earnings whilst unfilled circle indicates negative earnings

Eco Solutions Agriculture

Hand Protection Consumer & Retail

Purification Leisure

Textiles
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Industry Inputs, Power & Energy

Construction Materials Transportation & Logistics
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Income Rubber Production Earnings Exports Energy
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leading market positions in several of its key sectors. Through a vibrant history of over 143 years, Hayleys has been at the
forefront of driving Sri Lankan industries forward, through innovation, capacity building and sustainability which has led to the
creation of responsible value across its universe of stakeholders.

OUR GLOBAL FOOTPRINT

> =
=y

e S

0000

America Europe Africa Sri Lanka Asia Australia ‘

6% 12% 1% 62% 18% 1%

(Including Indirect

Exports)

CONSOLIDATED REVENUE GROWTH
Rs. mn
250,000
200,000
150,000
100,000
50,000
0]

2017 2018 2019 2020 2021
W Domestic Revenue W Export Revenue
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OUR PORTFOLIO

ECO SOLUTIONS /Iﬁﬁ\—b REVENUE 250,000

Sri Lanka’s leading manufacturer and exporter of value-added coconut fibre
products, with a global reputation for innovation, and customised solutions.

Key products Highlights 2020/21

Brushware Revenue: +26% 200,000
Floor Coverings PBT: +86%

Industrial Fibre Page 98 @

‘ 150,000
Serve 5% of global demand for household and industrial gloves, with a global g
reputation for innovation, quality and sustainability. g
Key products Highlights 2020/21
Household gloves Revenue: +70% 100,000
Industrial gloves PBT: 5-fold increase
Medical gloves Page 104 @

PURIFICATION E@ﬂ 50,000

One of the world’s largest manufacturers of coconut-shell based activated carbon
we have built a global reputation for quality and sustainable production methods.

Key products Highlights 2020/21

Granular AC Revenue: +12% 0 L
Powder AC PBT: +107% 2021
Extruded pellet AC Page 110 @

Environmental engineering solutions

TEXTILES @ PBT 30,000

We supply fabric to leading global fashion brands and have the capability to
cater to end-to-end customer requirements.

e

We are Sri Lanka’s leading manufacturer of aluminium extrusions, offering a

range of products to the residential and industrial segments. 15,000

Rs. mn

Key products Highlights 2020/21

Windows Revenue: +27%
Partitions PBT: 15-fold increase

Curtain walls
Shop fronts Page 122 @ 10,000

PLANTATIONS %

One of Sri Lanka’s largest plantation sector contributors, we generate 3.9%
and 4.5% of the country’s tea and rubber production respectively.
Key products Highlights 2020/21

Tea Revenue: +26%
Rubber PBT: 8-fold increase Page 128 @

Tea exports

5,000

Key products Highlights 2020/21 25000
Single jersey Revenue: +20%
Interlock PBT: +140%
Pique
Flooce Page 116 ()

20,000
CONSTRUCTION MATERIALS

L -

2021

W TN EVIEVERElGelUls) / Leadership & Governance / Strategies to Unlock Value / Portfolio Review / Integrated Performance / Financial Statements
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EMPLOYEES

CARBON
FOOTPRINT

35,000

30,000

25,000

20,000

Number

15,000

10,000

5,000

250,000

200,000

150,000

tCO,e

100,000

50,000

2021

2021

AGRICULTURE @

We are an industry pioneer in agricultural innovation and provide a wide
range of agriculture related solutions to the retail and export markets.

Key products Highlights 2020/21

Processed fruits and vegetables Revenue: +41%

Crop production and protection PBT: +70%

Animal health Page 134 @

CONSUMER & RETAIL ';5,;'

We lead Sri Lanka’s consumer durables industry through Singer which
has dominant market positions in numerous product segments. We also
represent the globally renowned brand Procter and Gamble.

Key products Highlights 2020/21
Consumer products Revenue: +19%
Consumer durables PBT: 6-fold increase Page 140 @

Non-banking finance

LEISURE %

We own and operate 4 properties in Sri Lanka and Maldives and manage 2
properties through the Amaya Resorts chain as well as the five star city hotel The
Kingsbury.

Key products Highlights 2020/21
Resort and spa Revenue: -70%
5 Star city hotel PBT: -179% Page 146 (@)

INDUSTRY INPUTS, POWER & ENERGY %

We supply close to 3% of the country’s total renewable energy with an
installed capacity of 50 MW of hydro, solar and wind power plants.

Key products Highlights 2020/21

Renewable energy Revenue: -17%

Industrial materials PBT: +1%

Power engineering solutions Page 152 @

Medical equipment

TRANSPORTATION AND LOGISTICS @

Sri Lanka’s leading player in the transportation and logistics industry, we
provide the entire gamut of transportation related services.

Key products Highlights 2020/21

International freight management Revenue:-15%

Integrated logistics PBT: +31%

Marine & energy services

Terminals and engineering PEgR e @

This includes our BPO and shared services, aluminium fabrications, Fentons

Group and the Group Services.

Key products Highlights 2020/21

BPO and shared services Revenue: +13% Page 164 @
Solar installations PBT: +195%

Mechanical, electrical and plumbing

Hayleys PLC Annual Report 2020/21
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PERFORMANCE HIGHLIGHTS

EARNINGS HIGHLIGHTS AND RATIOS

Revenue Rs. mn 241,276 14.73 210,307 219,182
Earnings before interest, tax, depreciation & Rs. mn 33,205 42.03 23,379 21,017
amortisation (EBITDA)

Results from operating activities Rs. mn 25,954 5755 16,473 15,989
Profit before tax Rs. mn 19,234 249.45 5,504 5,476
Profit after tax Rs. mn 14,046 385.18 2,895 2,750
Profit attributable to owners of the parent Rs. mn 7,637 1,950.58 372 265
Dividends Rs. mn 975 - - 375
Gross profit margin % 25.35 6.29 23.85 22.34
Operating profit margin % 10.76 37.33 7.83 7.29
Net profit margin % 5.82 32291 1.38 1.25
Earnings per share (basic)* Rs. 10.18 1,950.58 0.50 0.35
Return on assets (ROA) % 5.03 331.22 117 119
Return on capital employed (ROCE) % 13.68 54.86 8.84 913
Interest cover No. of times 3.00 115.84 1.39 1.47

FINANCIAL POSITION HIGHLIGHTS AND RATIOS

Total assets Rs. mn 279,383 12.51 248,309 231,747
Total debt Rs. mn 114,462 (7.36) 123,555 113,284
Equity attributable to equity holders of the parent Rs. mn 47,618 19.93 39,705 40,242
Gearing % 60.35 (8.95) 66.28 64.67
Debt/equity % 152.21 (22.56) 196.57 183.07
Equity asset ratio % 26.92 6.33 25.31 26.70
Net assets per share* Rs. 63.49 19.93 52.94 53.66
Current ratio No. of times 11 6.23 1.04 0.99
Quick asset ratio No. of times 0.70 5.26 0.67 0.64
No. of shares in issue No. mn 750 900.00 75 75

MARKET / SHAREHOLDER INFORMATION

Market value per share** Rs. 60.80 (50.81) 123.60 168.00
Dividend per share* Rs. 1.30 - - 0.50
Company market capitalisation Rs. mn 45,600 391.91 9,270 12,600
Group market capitalisation Rs. mn 148,317 270.82 39,998 49,295
Price earnings ratio No. of times 5.97 (76.01) 24.89 47.48
Dividend yield ratio % 214 - - 2.98
Dividend payout ratio % 12.77 - - 141.30
Dividend cover No. of times 7.83 - - 0.71
OTHERS
Economic value generated Rs. mn 68,992 18.03 58,454 57,684
Economic value distributed Rs. mn 57,252 7.64 53,187 53159
Government Rs. mn 12,482 (0.2 12,508 13,959
Employees Rs. mn 30,511 12.39 27148 25,828
Others Rs. mn 14,260 5.39 13,531 13,372
Value added per employee Rs. mn 2.24 19.04 1.88 1.85
Group employment Number 30,765 (0.85) 31,029 31,255
Average revenue per employee Rs. mn 7.84 15.71 6.78 6.98
Average operating income per employee Rs. mn 0.84 58.91 0.53 0.51
Credit rating A+ (Ika) - A+ (Ika) AA- (Ika)

*Ratios have been adjusted based on post sub-division of 10 shares for every one ordinary share held.
**2021 is after the sub-division of shares

W TN EVIEVERElGelUls) / Leadership & Governance / Strategies to Unlock Value / Portfolio Review / Integrated Performance / Financial Statements
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I 2021 | Change% | 2020 | 2019

CONSOLIDATED STATEMENT OF SOCIAL PERFORMANCE

EMPLOYEES
Employees on payroll No. 30,765 -0.85% 31,029 31,255
Female representation % 37 -2.63% 38 38
New recruits No. 4,053 -12.86% 4,651 3,567
Investment in training Rs. mn 18 -73.53% 68 105
Training hours Hours 161,989 -27.77% 224,275 166,708
Average training hours per employee Hours 5.27 -2711% 723 5.30
Retention rate % 86 118% 85 91
Workplace Injuries No. 149 -22.40% 192 1,603
Lost working days No. 1,861 -55.29% 462 14,432
CUSTOMERS
Customers acquired No. 1,602,712 42.74% 1,122,834 1,699,855
Revenue generated Rs. mn 241,276 14.73% 210,307 219,182
SUPPLIERS AND BUSINESS PARTNERS
Total number of suppliers (as at end-March) No. 18,699 -2.73% 19,224 19,420
SME suppliers No. 10,711 -5.33% 11,314 13,224
Payments to suppliers Rs. mn 145,497 10.28% 131,928 135,662
Proportion of spending on local suppliers % 47 -25.40% 63 45
Suppliers supported through development programs No. 1,601 779.67% 182 351
COMMUNITY ENGAGEMENT
Investment in CSR Rs. mn 292 7.06% 273 >250
Beneficiaries of CSR No. 377,983 -9.58% 418,038 92,000
No. of new products developed No. 349 80.83% 193 197
No. of products in the pipeline No. 107 105.77% 52 93
Investment in R&D Rs. mn 201 55.81% 129 278
CONSOLIDATED STATEMENT OF ENVIRONMENTAL PERFORMANCE
Total Energy consumption GJ mn 4.03 9.51% 3.68 3.75
Renewable energy consumption GJ mn 2.60 11.09% 2.34 2.57
Non-renewable energy consumption GJ mn 1.44 7.29% 1.34 117
% Renewable energy consumption % 64 1.26% 64 69
Renewable energy generated MWh 151,647 63.87% 92,540 45,443
Renewable energy generation %
Out of total energy consumed % 14 55.56% 9 4
Out of total electricity consumed % 102 50.00% 68 34
Total Carbon footprint (GHG emission) tCO.e 204,501 8.90% 187,784 184,018
Scope 01 emissions tCO.e 91,187 7.00% 85,224 76,331
Scope 02 emissions tCO.e 92,031 9.03% 84,408 84,996
Scope 03 emissions tCO.e 21,283 17.25% 18,152 22,691
Biogenic emissions tCO.e 291,054 11.11% 261,956 288,262
Total water withdrawal m3 mn 553 -019% 5.34 4.68
Rain water harvested m3 21,157 34.88% 15,686 13,851
Recycled water usage % 9 12.50% 8 0
Solid waste MT 16,521.0 -68.26% 52,051 77,952
Effluents discharged m3 mn 3.92 -0.25% 3.93 3.71
Waste water treated through internal treatment plants % 59 5.36% 56 25
Energy Intensity (energy per revenue) MJ / Rs. mn 16,719 -6.52% 17,885 1703
Emission intensity (emission per revenue) KgCO.,e / 848 -7.20% 913 839
Rs. mn
Water intensity (water withdrawal per revenue) L/Rs.mn 22,072 -15.01% 25,970 21,369
CONSOLIDATED STATEMENT OF ECONOMIC PERFORMANCE
Foreign exchange income earned USD mn 600 8.30% 554 587
Indirect employment No. 5,960 11.55% 5,343 6,255
Supplier reach No. 18,700 -2.73% 19,224 19,420
CAPACITY BUILDING
Construction materials No. 339 -91.00% 3,768 3,013
Agriculture No. - -100.00% 178 196
Consumer & Retail No. 5,000 8.58% 4,605 800
Job creation outside the Western Province No. 1,694 -18.75% 2,085 1,934
Tax paid Rs. mn 12,482 -0.21% 12,508 13,959
Innovations (total new products introduced) No. 349 80.83% 193 197
Renewable energy generated MWh 151,647 63.87% 92,540 45,443

Hayleys PLC Annual Report 2020/21
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EVOLUTION OF OUR ANNUAL REPORT

The Group’s Annual Report has continued to evolve in line with international best practices in corporate reporting. As the Corporate
Reporting dialogue centres increasingly on greater coherence, relevance and meaningfulness of information presented in Annual
Report, we have strived to strike a balance between presented complete and relevant information while ensuring the simplicity, clarity
and readability of the Report. The Group has pursued aggressive organic and inorganic growth over the past decade or so, which

has resulted in the number of companies within the Group and resultantly the Scope of the Report widening considerably. Against
this backdrop, Hayleys has also sought to streamline its information gathering and reporting processes through increased focus on
automation, thereby ensuring efficiency, reliability and accuracy.

YEAR / SCOPE IMPROVEMENTS IN REPORTING RECOGNITION
2015/16 ® Dlsglosure of comprehensive qualitative information for social and R ]
environmental performance for sectors and at Group level :
167 S . (CA Sri Lanka Annual Report
® Independent Assurance on Sustainability Reporting
COMPANIES Awards 2016)
® Comprehensive qualitative and quantitative information on all six : :
) Silver-Overall Excellence in
capitals based on the <IR> Framework Reportin
2016/17 ® Certified as a Carbon neutral Annual Report by ClimateSL : ) P - 9 )
: : Winner-Diversified Holdings
168 ® Dedicated chapter focusing on Forward Outlook for the Group )
i Bronze-Business Model
COMPANIES ® Dedicated chapter on the performance of the Hayleys share :
o ; . (CA Sri Lanka Annual Report
® Publication of a USD Income statement and Statement of Financial
L Awards 2017)
Position
® Early adoption of the GRI Standelzrds for su;tamabﬂﬁy reportmg Winner-Overall Excellence in
® Dedicated chapter on the Group’s economic contribution ;
® Dedicated chapter on forward outlook and performance against RECII]
2017/18 Winner-Diversified Holdings
184 byt 2017712 Winner-Management
® Adoption of the Code of Best Practices on Corporate Governance Commentar
COMPANIES (2017) published by CA Sri Lanka : Y
® Adoption of accounting policies applicable to Licensed Finance (Cm Sif Lenta Aniiel Repot
LIl J 1 Awards 2018)
Companies
Silver-Overall Excellence in
2018/19 ® Adoption of the National Green Reporting Standards of Sri Lanka Reporting
182 ® Disclosure of Scope 3 GHG emissions inclusive of air travel Winner-Diversified Holdings
® Comprehensive 7-part materiality test conducted across sectors Winner-Stakeholder Engagement
COMPANIES (CA Sri Lanka Annual Report
Awards 2019)
2019/20 ® Given the unprecedented operating conditions and uncertainty that
179 prevailed last year following the outbreak of the pandemic in Sri CA Sri Lanka Annual Report
Lanka, a management decision was made to produce a statutorily competition was not held
COMPANIES compliant, concise Report

IMPROVEMENTS FEATURED IN HAYLEYS PLC ANNUAL REPORT 2020/21

Improvements to the Annual Report @ Improvements to the Reporting Process 9
® e A

Obtained external assurance on Integrated Reporting- one of utomated the Statutory Financial Consolidation
the first Sri Lankan corporates to do so and MIS through SAP Business Planning &

® Adoption of revised GRI Standards, GRI 403-Health and Consolidation module ensuring increased efficiency,
Safety, GRI 303 - Water and Efﬂuer%ts accuracy and reliability of the information

® Adoption of the revisions to the Integrated Reporting Framework ® Refined and Improved computatioh of the Group’s
published in January 2021 carbon footprint through considering the non-CO,

GHG emissions (CH, and NO, related emissions)

® Increased use of connected performance drivers to showcase emitted from burning biomass

connectivity between capital utilisation, preservation and erosion

® Defined Sector-wise annual and long-term
environmental targets to be achieved by 2030,
aligned to the Sustainable Development Goals

® Clearly demonstrate implications of COVID-19 on the Group’s
strategy, operations and performance

® Adoption of the Gender Parity Reporting Framework of CA Sri Lanka

W TN EVIEVERElGelUls) / Leadership & Governance / Strategies to Unlock Value / Portfolio Review / Integrated Performance / Financial Statements
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OUR IMPACTS

The depth and breadth of the Group’s businesses has allowed it to nurture deep-rooted relationships across industries and
value chains, generating significant socio-economic impacts throughout the country. During the year, Hayleys PLC catered
to 1.6 mn customers, empowering nearly 18,700 suppliers and over 16,000 out-growers while supporting over 370,000
individuals through our community engagement initiatives. Given the nature of its operations, the Group also has significant
environmental impacts and has over the years adopted holistic, Group-wide efforts to reduce its adverse impacts while
nurturing and rejuvenating natural resources.

Rs.30.51 bn @ .......................................................................... e @ 30,765

employee direct employees

remuneration @ including
2,021 overseas

employees
Rs.1248bn @ ... .. .. P % ............................... @ Rs.145.50 bn
tax contributions payments to
suppliers
Rs.13.28bn @ N(OYR " A Y O e Rs.292 mn
lenders of capital CSR investment
to >370,000

OUR
IMPACTS

beneficiaries

Rs.975mn (@ -/ S Sy T e (@ 18,700
shareholder suppliers
dividends (58% small scale)

® ® ° °

64% 21,157 m3 151,647 MWh 204,501 tCO.e
reliance on rainwater renewable Carbon footprint
renewable harvested energy

energy generated

Hayleys PLC Annual Report 2020/21
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HAYLEYS RESPONSE TO COVID-19

The outbreak of the COVID-19 pandemic has plunged the global economy into recession, presenting organisations,
communities and governments with some of the most complex challenges of this generation. The implications on some of
the Group’s businesses has also been severe, with every aspect of our operations being affected in some way or another. The
Group’s success for the year is largely attributed to the ability of the Hayleys Team to swiftly embrace new ways of working
while promptly addressing emerging challenges through innovative and practical solutions.

SRI LANKA’S RESPONSE TO THE PANDEMIC
Following the initial outbreak of the pandemic in Sri Lanka in March 2020, the Government imposed strict lockdowns and
restrictions on mobility in a bid to curb the spread of infections. These measures were largely successful as the country
avoided an escalation in infections during the 1st wave; however, the 2nd and 3rd waves have seen significantly higher
infections due to the emergence of highly transmissible variants. In order to address the inevitable economic fall out of further
lockdowns, the Government has committed to ensuring the continuity of economic activity and business operations, while
imposing partial restrictions to prevent further escalations. This approach, together with businesses’ adaptation to operating
with limited mobility and a conducive policy stance has allowed a degree of resilience, ensuring continuity of economic

activities.

Direct impact on continuity of
operations due to restricted mobility
and work disruptions, particularly
during the first wave of the pandemic.

IMPLICATIONS OF COVID-19 ON HAYLEYS

Disruptions to international logistics
and supply chains arising from
lockdowns and shortages of labour in
factories.

097

Heightened employee vulnerability
to health and safety risks and
transformation of the conventional
workplace with a surge in remote
interactions

Shifts in consumer behaviour,
including slowdown in demand

for certain product categories and
increased propensity towards digital
platforms.

Implications of accommodative
monetary and fiscal policy stance
including sustained decline in interest
rates

Increased macro-economic risks
including sharp depreciation in
exchange rate and considerable
pressure on the country’s external
position

Considerable volatility in commodity
prices and freight rates directly
impacted the input costs of raw
materials

Disruptions in tourism due to
international border closures and
travel restrictions.

Surge in demand for personal
protective equipment given increased
focus on health and safety aspects.

MAGNITUDE OF NEGATIVE IMPACT ON OUR SECTORS

o
Low

® Power & Energy

® Others Purification

Textiles

Eco Solutions

Hand Protection

Construction Materials

Moderate

® Plantations
Agriculture
Consumer & Retail

)
)
® Industrial Inputs
)

Transportation & Logistics

o
High

® Leisure

Specific implications of the pandemic on each Sector in discussed within the Sector Reviews from pages 98 to page 169 of

this Report.
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OUR RESPONSE

The Group was quick to adapt to the realities of the pandemic, with all sectors obtaining the necessary approvals and
implementing stringent safety measures which in turn allowed the relatively swift recommencement of operations. The
Group’s response included the following:

® Establishment of several Task Forces at Group level to ensure timely and proactive interventions for critical challenges
arising due to COVID-19.

COVID-19 ® Focus on ensuring the safety of all employees across the Group through implementing safety
TASK FORCE measures, daily monitoring of infections and formulation of action plans to ensure continuity of

operations.

FREIGHT ® Proactively manage Group Exports in an environment of increasing freight rates, shipping container
SOLUTIONS shortage and global port congestions and backlogs. The Task Force ensured that export orders were
TASK FORCE fulfilled through ongoing monitoring, effective planning and mitigation of emerging risks.
HAYSMART ® Responsible for implementing the organisation wide Haysmart initiative which aimed to drive

concerted cost rationalisation through productivity improvements, optimising resources and increasing

TASK FORCE :
automation.

® Project FINCO aimed to capitalise on the low interest rate scenario to drive reductions in the Group’s
borrowings costs. This involved refinancing high-cost funding and increasing reliance on fixed rate
PROJECT . : :
FINCO borrowings through interest rate swaps. The Group Treasury Unit also sought to leverage Group
synergies to match import bills with the export inflows between sectors through synthetic forward
contracts thereby reducing exposure to exchange rate risk.

® All sectors rolled-out COVID-19 response plans, which provided a blueprint for recommencing operations under stringent
health and safety guidelines.

® Introduced a range of safety protocol in line with the requirements of national and international health authorities,
which included bio-bubbles, distribution of relevant PPE, implementation of sanitization and temperature monitoring

mechanisms, provision of transport facilities and random PCR testing among others.

® Facilitated remote working facilities for all office employees, providing the necessary IT systems and infrastructure to
ensure seamless operations.

® Group-wide decision to retain all employees in continuing operations at full remuneration despite heightened uncertainty
and liquidity strain during the first lockdown. The Group Management Committee took a voluntary pay cut for a period of
03 months.

o Capitalised on opportunities presented by the pandemic through agile strategies and operating models.

® Redeployment of employees between Sectors to ensure optimisation of human capital.

® Shifted engagement with both internal and external stakeholders to digital platforms including training, employee
induction, interaction, virtual tours for customers etc.

® Supporting the national effort to combat COVID-19 through direct monetary contributions of nearly Rs. 44 mn and

distribution of a range of PPE, medical equipment, sanitizers and ration packs to hospitals, healthcare workers, schools and
vulnerable communities.

Hayleys PLC Annual Report 2020/21
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OUR STORY CONTINUES

Hayleys PLC

Haycarb formed

Shipping to pioneer the
agency manufacture
department and export
formed of activated
(forerunner of Haychem carbon
o o Advantis) Ltd. formed
ayleys . to formulate
becomes a agrochemicals
Hayley & Kenny public company m
Formation of purchase 400, :
Deans Road

Chas.PHayley &
Co. in Galle

; First piloted
1879 plane

Invention of
the lightbullb

V\/orliol War 1

Spanish Flu

First moving

Invention of

the telephone assembly World War |l
line for mass
production of
vehicles

Development
of vaccines for
diseases

Global Developments
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Dipped
Products is
incorporated
to manufacture
rubber gloves

First overseas
manufacturing
facility opens in
Thailand

Hayleys acquires
first city

hotel Ceylon
Continental
Hotel (The
Kingsbury)

Hayleys acquires
Amaya Leisure
PLC
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Acqguires major
stake in Singer
(Sri Lanka) PLC

and Hayleys Hayleys
Adva_ntls _ Advantis Ltd.
acquires _5"' _ acquires IML
Lanka Shipping Delivery System
Company Ltd. (Pvt) Ltd

: Roll out of
| " COVID-19
eel ; vaccines
s o
Wide Web

Outbreak of

COVID-19
pandemic
Space race Debut
begins with of Euro
the launch of :
Sputnik 1 1973

Oil crisis
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INVESTMENT CASE

SHAREHOLDER RETURNS
The Group’s diversity has afforded it strong resilience to external SHAREHOLDER RETURNS
vulnerabilities, as the weak performance of certain sectors is
balanced by strong performance of another. Meanwhile, organic Rs. mn Rs.
and inorganic growth over the past decade or so have led to 150,000 80
consistent increases in the net asset value per share. Strong profit 120,000 70
performance in 2020/21 resulted in the Group’s earnings per share ’ 60
surging to Rs. 10.18 from Rs.0.50 the previous year. The Group 90,000 50
engaged in a share split during the year. In 2020/21, Hayleys PLC 40
also paid total dividends amounting to Rs.975 mn, the highest 60,000 30
payout in its operating history with the aim of strengthening 20000 20
market liquidity. The Group’s share price performed exceedingly ' 10
well during the year, with market capitalisation increasing over 0 0
3-fold to Rs. 148.32 bn during the year. 2016 2017 2018 2019 2020
M Market capitalisation
— Earnings per share (basic)
— Net asset value per share
DIVERSITY IN EARNINGS
° Sri Lanka’s most diversified corporate with presence across 12 DIVERSITY IN REVENUE PROFILE
industry sectors.
%
2 3
e Diversity in both industry and geographical reach 15 P
2
® Diversity in customer segments, catering to both B2B and 1 1
retail customers across all 5 regions in the world
6
® Diversity in industry sectors, with interests in manufacturing, 2
agriculture and service sectors 30 7
8
M Eco Solutions W Consumer and Retail
Hand Protection [ Leisure
M Purification M Industry Inputs, Power
W Textiles and Energy
M Construction M Transportation &
Materials Logistics
M Plantations Others
W Agriculture
STRONG MARKET POSITIONS
® A leading manufacturer of coconut-shell based activated carbon
® Market leader in the Transportation and Logistics Sector
® 5% of global demand for natural and synthetic latex based household and industrial gloves
® Undisputed market leader in Sri Lanka’s consumer durables market
® Leader in Sri Lanka’s aluminium extrusion industry
® Largest exporter of processed fruits and vegetables
(Pages 98 to 169 for further information)
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STRONG INVESTOR RELATIONS AND ENGAGEMENT

® Award-winning corporate reporting having embraced the principles of Integrated Reporting and Sustainability
Reporting
® Dedicated e-mail communication channel for investors/potential investors and shareholders, with concerns directed
to relevant departments for follow up.
(Pages 180 to 181 for further information)
EXTENSIVE LAND BANK CAPABLE LEADERSHIP TEAM
The Group’s Board of Directors combine diverse skills and
industry expertise, enriching Board discussions and decisions.
Meanwhile, our Sectors are driven by industry veterans
354 49 74 09 with established track records in driving business growth.
~ = The leadership team is supported by a young and dynamic
Acres of land in 18 districts Acres in 3 second-tier.

of Sri Lanka overseas locations

POSITIONING IN GROWTH INDUSTRIES

The Group has consolidated its presence in growth sector’s of the economy, both on a national and global scale.

Hand Protection: Demand for gloves is expected to consolidate above pre-pandemic levels given increasing safety
consciousness

Purification: More stringent environmental regulations for water and air purification are expected to drive demand for
our products

Transportation & Logistics: Sri Lanka’s strategic positioning on shipping routes and the anticipated transformation to
a marine hub

Construction Materials: Boom in the high-rise and apartment market together with increasing substitution of
aluminium profiles in residences

Consumer and Retail: Rising disposable incomes, electrification and consumer sophistication

Agriculture: Increasing concerns on food security across the world and increasing preferences for healthy, organic,
agriculture-based food

Textiles: Anticipated growth in demand driven by the faster than expected recovery of advanced economies post-
pandemic and realisation of pent up demand

Hayleys PLC Annual Report 2020/21
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COUNTRY-BY-COUNTRY REPORTING

The Group has a widespread geographical reach, with manufacturing/marketing/other operations in over 15 countries
around the world. In a key reporting improvement featured in this year’s Annual Report, we have disclosed relevant financial
information for each of these countries of origin.

Country | Sector Total assets
(Rs.mn)

Sri Lanka All Sectors 203,959.82 14,541.61 3,659.24 4,794.35 239,521.64

Australia Purification 1,691.34 283.93 73.05 0.06 899.03

Bangladesh Agriculture 2,953.60 233.32 102.56 48.83 2,984.82
Transportation &
Logistics

India Eco Solutions 1188.67 41.78 1.09 112 36811
Transportation &
Logistics

Indonesia Purification 5,037.41 905.52 217.86 22.74 3,764.51
Transportation &
Logistics

Italy Hand Protection 11,179.62 210617 595.35 17.35 11,975.19

Maldives Leisure 2,806.52 -462.28 391 28.19 6,848.34
Transportation &
Logistics

Myanmar Transportation & 1,283.86 169.38 -0.80 8.68 493.96
Logistics

Singapore Transportation & 1,578.51 -0.51 30.18 1.00 872.48
Logistics

Thailand Hand Protection 12,221.03 2,067.20 420.66 25815 7,469.49
Purification

United Kingdom Purification 3,033.70 134.58 26.17 0.48 1,346.32
Eco Solutions

USA Purification 3,468.22 107.25 22.03 - 2,330.15

Others Purification 526.83 17.56 110 = 509.42
Eco Solutions
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Exceptional Leadership

AN EXCEPTIONAL
VISION

The past year has been one of unprecedented turmoil, yet we remained ever vigilant - seeking out and
seizing every opportunity through the power of our farsighted vision and wide-ranging insight.

Here we explore the strategies and vision of our leadership, as well as the governing factors that enable a
strong track record in the face of any challenge.

The eagle’s sight is far superior to any human’s - with an astounding 20/5 vision that enables crisp, clear long-distance
visibility. Their eyes are uniquely positioned to provide an almost panoramic perspective, with the ability to scan the
environment in great detail, perceive greater degrees of vibrance and seek out any available opportunity.
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CHAIRMAN/CEQ’S MESSAGE

Mohan Pandithage
Chairman and Chief Executive
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HIGHLIGHTS 2020/21

@

[}

Highest revenue in history

Rs.241 -28 bn

(+15% y-o-y)

Highest pre-tax-profit

Rs.19-23 bn

(3-fold increase)

)
Highest profit-after-tax

Rs.14-05 bn

(4-fold increase)

Highest dividend payment

Rs.975 mn

=)

Economic Value Generated

Rs.68-99 bn

(+18% y-o-y)

Dear Shareholder,

| am delighted to report that Hayleys
PLC set a new bar for performance,
recording the highest profit of

Rs. 14.05 bn in its 143 year history
through impeccable execution of
detailed plans to build resilience in a
year that was the most daunting in
living memory.

The country went into lock down

in mid-March 2020 as we were
finalising our plans for the year ahead
after a challenging year in 2019/20.
Uncertainty, widespread job losses
and pay cuts highlighted the necessity
to save the livelihoods of our 30,765
employees and all sectors went back
to the drawing boards to find revenue
sources or savings that would enable
us to do so. Every sector undertook

a detailed analysis of the potential

to increase revenue and identified
potential savings to offset the salaries
bill and that became the map for the
uncharted territory that was 2020/21.

DIVERSITY, GOVERNANCE &
SYNERGY

The Group’s diversity was a key
strength in navigating the year as
there was a clear need to support the
Leisure sector which was unable to
normalise the operations and faced
their second consecutive year of
extreme challenge. We also needed to
protect our existing export businesses
as countries across the world were
impacted by the pandemic. Businesses
focused on the domestic market
remained alert to opportunities that
arise from every crisis.

The geographical diversity of the
Group also played an important

part in navigating the year as we

had the ability to divert orders to
other countries when one went

into lockdown, strengthening our
positioning as a reliable supplier to our
export customers.

The governance structure of Hayleys
PLC was the other pillar of strength.
The Board increased their vigilance
and oversight with the onset of the
pandemic, particularly focusing on
health and safety, risk, and liquidity.
The Group Management Committee
(GMC) comprising all sector heads
was pivotal to the execution of the
plan approved by the Board. The GMC
became members of the Haysmart
Task Force, chaired by myself, with
an agenda dedicated to dealing

with the impacts of the COVID-19
pandemic and monitoring progress
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against the plans. The Haysmart

Task Force met virtually every day

in April 2020, sharing solutions that
were replicated across the Group,
accelerating recovery. We also formed
a Group Freight Management Task
Force headed by the Sector Head of
the Advantis Group and comprising
heads of export-import based sectors,
Strategic Business Development Unit
and the Group’s Freight Management
Department to ensure timely delivery
of our products. The safety of our
employees was taken care of by the
COVID-19 Task Force comprising the
Group Head of HR, Managing Director
of Aventura and HR heads of all
sectors. The task forces continue to
remain with less frequent meetings,
complementing the fortnightly
meetings of the GMC. These structures
were key to identifying and addressing
issues and built bridges for greater
collaboration across the Group as

we came together as one Group to
overcome converging challenges.

CONVERGING & CONFLICTING
CHALLENGES

The business landscape at the
beginning of the financial year was
daunting with multiple challenges
converging at the tail end of a year
that had weakened the economy and
balance sheets of many corporates.
Having notched up a record number
of days of lost productivity in 2019/20,
we faced the possibility that the year
ahead could be worse, and it was
imperative that we re-opened our
factories to avert job losses and pay
cuts. Extensive precautions were
taken to prepare a safe working place
as the downside risks were also high
if there were infections. All sectors
near normalise operations with the
exception of Leisure, relieving the
anxiety of employees, SME’s and
microentrepreneurs throughout the
country who were reliant on income
derived from our operations. April
was perhaps the toughest month as
we switched gears to a new reality
with limitations in the number of
employees we could bring into our
factories, cancelled orders from regular
customers and closed showrooms.

Hayleys PLC Annual Report 2020/21
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Health and safety was key to turning
our businesses around and remain
high on the agenda as we move into
another year of the prolonged effects
of the pandemic. All business locations
followed the WHO guidelines which
was coordinated and overseen by the
COVID Task Force who also ensured
that all employees were made aware of
the Hayleys safety protocols. Despite
these measures, the duration of the
pandemic remains a critical factor

as it continues to impact and drain
resources from other vital areas of

the economy, giving rise to secondary
threats.

Devaluation of the rupee and resultant
import restrictions presented
conflicting challenges for the Group.
While the export sector had a net
benefit, this combination posed
challenges to the sectors that focused
on the domestic market including
Consumer & Retail, Construction
Materials, Industry Inputs and
Agriculture, necessitating game
changing moves across these sectors.

The decline in policy interest rates

by 174 basis points and AWPLR by
346 basis points during the year were
beneficial to the Group as financing
costs declined significantly, supporting
earnings growth.

Decreased trade flows impacted
volumes in the Transportation &
Logistics sector although the sector
rebounded in the second half of the
year. Volatility in commodity prices
was a key risk for the Group as we
took an early hit from the sharp
decline in bunker oil prices in April
2020 which dented the profitability
of the Transportation & Logistics
sector. This was a key concern during
the year as overall commodity prices
increased during the second half of
the year which was exacerbated by the
depreciation of the rupee.

DIGITALISATION

Digitalisation was key to success.
Our investments over the years
in migrating processes to digital

platforms paid dividends as we were
able to adapt office processes to
remote working overnight including
reception and call centre activity
with safeguards in place to protect
the information assets of the Group.
Cybersecurity was strengthened

in view of our increased remote
access to systems and escalating
cyber threats. With core operational
systems stabilised within a short
space of time, attention was turned to
applications to extend the customer
value proposition. E-commerce
platforms were enhanced to enable
online purchases supported by the
transportation sector with additional
features. Sectors also adopted
innovative technologies that enabled
audit and inspection of facilities

by new and existing customers
supporting their ESG compliance
processes and differentiating the
offering beyond the manufacture

of products. Other applications
enhanced the appeal to socially
conscious consumers by providing
visibility to the sourcing of raw
materials. State of the art applications
supported operations across the
Group, facilitating integration with
B2B customer systems, providing real
time information for future forward
management of these valuable
relationships. Our digital journey has
been inclusive and transformational,
impacting stakeholders ranging from
multinationals to plantations sector
associates.

TRIUMPH AMIDST CHAOS

Hayleys PLC navigated a year of
converging challenges to record
pre-tax earnings of Rs.19.23 bn,

an impressive increase of 249%.
Revenue increased 15% with Hand
Protection, Consumer & Retail

and Agriculture being the top
contributors with all other sectors
also contributing positively except
for Leisure, Industry Inputs, Power &
Energy and Transportation & Logistics
sectors which recorded a decrease.
Gross Profit increased by 22% to
Rs.61.16 bn as sectors focused on
driving productivity and responsible

2020 IN NUMBERS

Economic Growth

Revenue Economic

Contribution Growth
Sri Lanka 85% -3.6%
Italy 4.6% -8.9%
Thailand 51% -6.1%
Maldives 1.2% -32.2%
Myanmar 0.5% 3.2%
Bangladesh 1.2% 3.8%
Australia 0.7% -2.4%
India 0.5% -8%
Indonesia 2.1% -21%
Singapore 0.7% -5.4%
United 1.3% -9.9%
Kingdom
USA 1.4% -3.5%

WORLD TRADE

FLOWS
Vv -5.3%
SRI LANKA
Imports ¥ 19.5%
Exports ¥ 15.9%
Sri gnka
GDP (US$ bn) 80.7 84
Per Capita Income 3,682 3,852
(US$H)
Unemployment (%) 55 4.8
GDP Growth by
Sector
- Agriculture -2.4% 1%
- Industry -6.9% 2.6%
- Services -15% 2.2%
Inflation (%) 6.2 35
AWPLR (%) 5.81 9.74
Exchange Rate 185.52 178.78
(Rs:1US$)
Manufacturing 67 81
Sector Capacity
Utilisation (%)
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consumption initiatives such as Six
Sigma, Total Productive Maintenance
across all production facilities. The
Group’s commitment to disciplined
cost management is evident in the
marginal growth of Distribution

and Administrative expenses which
were curtailed to 2% and 5% growth
respectively in line with the plans
agreed upon at the beginning of the
year. This enabled the Group to record
58% growth in Operating Profits which
increased from Rs.16.47 bn to Rs.25.95
bn having secured the salaries,
increments and bonuses of employees
who are eligible, supported livelihoods
of our suppliers and having made
most shipments on time confirming to
highest quality standards, a hallmark of
the Hayleys Group.

Lower interest rates, re-scheduling

of loans after serious negotiations

and strong cashflows supported a
sharp decrease in finance costs by
38% from Rs.11.01 bn in FY 2019/20 to
Rs.6.8 bnin FY 2020/21, strengthening
pre-tax earnings. Accordingly, Profit
before tax increased by 249% to
Rs.19.2 bn reflecting the combined
impact of productivity, disciplined cost
management and a prudent financial
risk management approach given the
elevated uncertainties. The profit after
tax for the Group increased by 385%
to Rs.14.05 bn in FY 2020/21 compared
to Rs.2.89 bn in the previous year,
enabling the Group to record an epoch
in Hayleys’s annals as we triumphed
over the odds and chaos that prevailed
during the year.

STRONGER, POISED FOR GROWTH
The Group’s balance sheet expanded
as total net assets increased by 20%
to Rs.75.20 bn as revenue reserves
strengthened during the year. Strong
cashflows enabled the Group to reduce
debt by Rs.9.09 bn, strengthening
the Group’s financial position as debt
equity improved from 197% in the
previous year to 152% in FY 2020/21.
The composition of the balance sheet
also reflects the prudent approach to

SECTOR ROCE

2021 pioyle)

Eco Solutions 7.6% 5.6%
Hand 28.7% 11.5%
Protection

Purification 25.3% 19.2%
Textiles 14.3% 8.4%
Construction 24.3% 9.2%
Materials

Plantation 19.2% 52%
Agriculture 26.7% 18.4%
Consumer & 15.6% 9.6%
Retail

Leisure -21.8% -3.8%
Industry 12.7% 14.7%
Inputs, Power

& Energy

Transportation 15.4% 13.8%
&

Logistics

Other 9.4% 3.4%
Group 13.68% 8.84%

managing working capital and liquidity
reinforced during the year. Capital
expenditure was kept to a minimum
due to the uncertainties and amounted
to Rs.5.77 bn which was primarily used
to enhance capacity and improve
value addition processes. Inventory
levels increased reflecting increased
investments in raw materials to have
comfortable margins for disruption as
well as higher levels of finished goods
in line with the improved top line.
Trade receivables increased by 12%

in line with the revenue increase and
this is monitored closely to identify
early warning signs. Cash and short-
term deposits have strengthened the
liguidity which is paramount under

the circumstances. These structural
changes in the balance sheet have
considerably strengthened the Group’s
financial position which is reassuring
as we remain in lockdown amidst the
third wave of the pandemic.
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REVIEW OF BUSINESS VERTICALS
Hayleys derives 51% of its revenue from
the domestic market while balance is
derived from exports. Exports revenue
was maintained at previous years
levels despite weaker merchandise
trade globally in 2019. Revenue from
the domestic market was impacted by
multiple factors which are discussed
within each sector in addition to
business closures at the beginning and
end of the year which affected every
business.

Consumer & Retail

Singer (Sri Lanka) PLC which
dominates the consumer durable
sector delivered a stellar performance
to record earnings after tax of Rs.2.71
bn, the highest profit achieved in its
history. Close oversight of strategy

by the Co-Chairman supported the
turnaround from the mediocre profit of
Rs.383 mn in the previous year to drive
profit growth by an impressive 608%.
Consumers emerging from the first
lockdown of nearly 2 months sought to
update homes with modern appliances
which are now an essential part of
modern life. Working and learning from
home trends supported a surge in
demand for laptops which took Singer
to the #1 position amongst Sri Lanka’s
consumer and commercial retailers

for Dell. Additionally, commmunications
became a vital part of remaining
connected to friends and family which
supported an increase in demand

for phones. Renewed focus on home
comforts also saw an increase in
demand for TV’s, air conditioners and
range of kitchen appliances. After sales
service became a key differentiator

as we strengthened this important
area with new standards of excellence.
The sector added more brands to its
portfolio and also expanded its agri-
equipment offering, introducing John
Deere tractors to the market. Singer
E-commerce channel too performed
exceptionally well with the rapidly
growing consumer trend of online
purchases. Regnis, the manufacturing
arm produces refrigerators of high
quality in par with international brands

Hayleys PLC Annual Report 2020/21



34
CHAIRMAN/CEO’S MESSAGE

and has a market share of 40% of the
country’s refrigerator sales. Singer
Finance (Lanka) PLC recorded a profit
after tax of Rs.409 mn supported by
strong growth in deposits and gold
loans with fixed deposits surpassing
the Rs.10 bn mark.

The outlook for the Consumer & Retail
sector is positive despite the lockdown
for the 3rd wave. Singer activated a
market segment that was not catered
to before and low penetration levels in
home appliances and the replacement
market present further opportunities
for growth. A good harvest in the
Maha season also supports growth in
the agri-equipment segment and the
consumer durable segments. An island
wide network and a strong franchise,
support the growth of this sector as
Sri Lankans adapt to a 21st century
lifestyle.

Hand Protection

The Hand Protection sector which
recorded profit after tax of Rs.4.4 bn
in the year under review experienced
a strong growth in demand for its
product range including the disposable
gloves. This was also the highest
profit in the history of the sector. The
influx of orders necessitated a rapid
increase of installed capacity although
the factories were already producing
at optimal capacity. The leadership
teams across the five factories in Sri
Lanka and Thailand collaborated to
enhance the capacity of the existing
infrastructure by clearing bottlenecks
and optimising the flow of orders.
Initiatives such as Lean Six Sigma
and Total Productive Maintenance
honed the skills of the teams over
the past few years and the factories
were able to further increase capacity
and maximise utilisation as a whole.
Increase in raw material prices and
the exchange rates were concerns
during the year. The Group widened
its out-grower programme First

Light to 3 new districts to overcome
supply constraints for natural rubber
latex. Continued focus on innovation
supported the launch of a new range
of premium products during the year

as well as an eco-friendly glove using
recycled PET bottles. Notably, the
sector sales including the marketing
& distribution arm in Italy retained all
its clients while also acquiring new
customers in new geographies.

The outlook for the sector remains
positive through 2021 although
demand growth is expected to
moderate in the medium term.
Capacity expansion by manufacturers
in the region will exert pressure on
price while commodity price increases
will exert pressure on margins. Well
established social and environmental
compliance frameworks support
competitiveness which will be key

to retaining customers in a post
pandemic era.

Purification

Upward movement of gold prices
partly supported the growth of the
activated carbon product range
driving revenue growth. Research and
Development led innovation facilitated
the launch of new products during
the year whilst gaining new grounds
inits Energy Storage specialised
carbon range. Geographic expansion
into new markets and increasing
penetration in existing markets was
supported by technology driven
business development initiatives. We
maintained a strong focus on customer
engagement in a socially distanced
era, facilitating virtual factory tours
for remote inspection and audit of our
manufacturing facilities. An increasing
focus on value added products, high
capacity utilisation and productivity
efficiencies supported impressive
growth in operating margins. Having
factories in three countries supported
business continuity in a year marked by
waves of the pandemic which enabled
a reliable supply to our customers.
Revenue growth was achieved despite
the subdued performance of the
environmental engineering business
which was partially decreased with the
additional production of face masks
with an extended range for which the
demand surged due to the pandemic.

CONSUMER & RETAIL

Country of operation:
Sri Lanka

® Revenue Rs.73.02 bn N 19%

® EBITDA Rs.717 bn AN 22%

® Op. Profit Rs.5.60 bn N 29%

® PBT Rs.3.96 bn A 508%

® PAT Rs.2.71 bn A 608%

® Capex Rs.0.58 bn

® Total Assets Rs.70.30 bn A 7%
® Value Created Rs.18.67 N 9%

HAND PROTECTION @

Countries of Operations:
Sri Lanka, Thailand, Italy

® Revenue Rs.30.4 bn N 70%

® EBITDA Rs.6.17 bn A\ 248%

® Op. Profit Rs.5.50 bn N 404%

® PBT Rs.5.55 bn A\ 449%

©® PAT Rs.4.41bn N 446%

® Capex Rs.1.34 bn

® Total Assets Rs.27.54 bn A 110%
® Value created Rs.9.02 bn N 98%

PURIFICATION

Countries of Operations:

Sri Lanka, Indonesia, Thailand,
United Kingdom, Australia, USA
Singapore

® Revenue Rs.25.48 bn A 12%

® EBITDA Rs.5.03 bn A 64%

® Op. Profit Rs.4.44 bn A\ 77%

® PBT Rs.4.48 bn A 107%

® PAT Rs. 3.55 bn N 102%

® Capex Rs. 1.05 bn

® Total Assets Rs.22.95 bn A 23%
® Value created Rs.7.67 bn N 44%
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The outlook for this Purification
Products sector is positive with

strong demand for gold, water and

air purification segments, a strong
product pipeline driven by the in-house
research team and entry into new
markets with potential for increasing
penetration. Increasing awareness

and regulatory action to mitigate
climate threats is expected to drive
growth of activated carbon and the
environmental engineering business
which is currently supported by low
cost funding augers well with the value
added carbon expansion plans of the
sector.

Transportation & Logistics

The Advantis Group played a key role
in facilitating the smooth operation of
supply chains and inland movement
of essential goods and medicines.
The sector was restructured to drive
focused growth in 5 verticals, namely,
International Freight Management,
Integrated Logistics, Projects &
Engineering, Marine & Energy and
Aviation. Given the complementary
nature of the businesses, the Group’s
Aviation operations were brought
under the Transportation & Logistics
Sector thereby maximising synergies.

The Marine & Energy vertical had a
challenging start to the year as bunker
oil prices fell sharply with the onset

of the pandemic affected the bunker
operations in the first half of the year
although it rebounded strongly in the
second half of the year. The purchase
of a high capacity anchor handling
tug boat last year also enabled the
Marine & Energy vertical to operate

at a different level supporting growth.
The International Freight Management
vertical saw a dip in trade volumes
which was buffered by increasing
freight rates and exchange gains as
the rupee depreciated. The Integrated
Logistics cluster delivered strong
growth driven by client acquisition
and build up of inventory by clients.
Express Freight benefitted from

the growth of e-commerce as the
acquisition of City Pack facilitated
delivery of the last mile, strengthening

the value proposition. The Projects

& Engineering vertical secured large
projects for pre-engineered buildings
and is poised for growth both in Sri
Lanka and overseas for infrastructure
projects. In order to bring all
construction divisions under the sector,
Unisyst Engineering PLC management
was assigned to this sector.
International Operations performed
well with Maldives operation

recording a noteworthy performance
and Myanmar, Indonesia, India and
Bangladesh all turning around, through
acquisition of new businesses and
focused growth with existing clients.

As the largest player in the logistics
and transportation sector, the sector

is well positioned for growth. Capacity
at the Colombo Port is key to growth
and the East Terminal must come into
operation sooner than later. The sector
is pursuing potential opportunities

at the Hambanthota Port as well.
Integrated logistics, Marine and Energy
and Projects and Engineering will

be thrust areas with investments in
digitalisation, geographic expansion,
investments in sea going vessels,
development of our own products and
securing our position as the largest
domestic distribution company.

Agriculture

Hayleys Agriculture sector plays a vital
role as a catalyst to modernising the
country’s agriculture practices and
supporting its food security. The sector
is an important link of connecting

rural farmers to global supply chains,
supporting livelihoods with technical
know-how, tools, seeds and purchase
of their produce at agreed prices.

Hayleys Agriculture recorded its
highest turnover and profit during
the year despite the challenges

of the pandemic on this people
intensive sector. The right products
at the right time facilitates bumper
harvests for paddy and maize
supporting livelihoods of farmers.
The Sector leveraged its research
and development capabilities to drive
innovation both in the food exports

35

TRANSPORTATION &
LOGISTICS

Countries of Operation:
Sri Lanka, Maldives, Bangladesh,
India, Myanmar, Singapore, Indonesia

Revenue Rs.37.24 bn ¥ 15%
EBITDA Rs.5.64 bn A 3%

Op. Profit Rs.4.09 bn N 2%
PBT Rs.3.33 bn N 31%

PAT Rs.2.59 bn A 73%

Capex Rs.0.4 bn

Total Assets Rs.39.18 bn ¥ 4%
® Value created Rs.8.42 bn W 2%

AGRICULTURE @

Countries of Operation:
Sri Lanka, Bangladesh

® Revenue Rs.19.23 bn A 41%

® EBITDA Rs.2.28 bn A 35%

® Op. Profit Rs.1.98 bn N 28%

® PBT Rs.1.71 bn A 70%

©® PAT Rs.1.22 bn AN 62%

® Capex Rs.0.12 bn

® Total Assets Rs.16.03 bn A 17%
® \alue created Rs.4.84 bn A 28%

PLANTATIONS %

Country of Operation:
Sri Lanka

® Revenue Rs15.93 bn N 26%

® EBITDA Rs.2.37 bn N 178%

® Op. Profit Rs1.89 bn N 364%

® PBT Rs.1.77 bn A 725%

® PAT Rs.1.55 bn A 1,288%

® Capex Rs.0.39 bn

® Total Assets Rs.16.18 bn A 20%
® Value created Rs.7.95 bn A 30%
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category and in the domestic agri
crop growing introducing high yielding
new varieties of maize and vegetable
seeds. Export initiatives with farmers
were affected by mobility restrictions
which resulted in high amounts of
waste although farmers were paid

at the agreed price. Further, export
customers were unable to promote
new products in advanced economies
which impaired new product
development. Flower seed operations
with global customers remained steady
although movement of seeds has been
a challenge in global markets due to
the pandemic. Crop protection and
Agri equipment also recorded strong
growth.

The sector focuses its efforts in
optimising the productivity of the
country’s agriculture sector which is
absolutely key to the country’s food
security. Strong pipeline of trials
support its activities and the sector

is well positioned for growth with a
comprehensive value proposition that
supports the livelihoods of thousands
of farmers in the country.

Plantations

Favourable movement in tea and
rubber prices supported top line
growth as the sector overcame
challenges related to the pandemic
and drought which resulted in a
decline in tea production. Increased
tea consumption and commencement
of online live tea auctions supported
the upward trend in Sri Lanka'’s tea,
driving demand. A reputation for
high standards of environment and
social responsibility, commitment

to Good Agricultural Practices and
responsible manufacturing processes
support the sustainable growth of
this sector and the positioning of
Talawakelle and Kelani Valley as

No.l and 2 respectively for tea sale.
Mabroc also had an excellent year with
exports as they continued to work
through the lockdowns. Despite the
continued work on the estate during
lockdown, the sector did not record
any COVID-19 positive cases in the

first two waves due to their diligence
in implementing safety protocols.
Cost of production and yields remain
a challenge in the country’s plantation
sector and the Group continues to
invest in digitalisation, automation and
mechanisation to improve these.

Future prospects of the sector would
largely determine by the labour
productivity (cost per KG of plucked
tea leaves), availability of suitable
pest control and weed control agents
and the decision by the Wages Board
Committee to increase the daily
wage of estate workers without any
reference to productivity which is
being appealed at present as it will
increase the cost of production to

an untenable level. Despite these
challenges, tea and rubber prices

are expected to remain at favourable
levels.

Industry Inputs, Power & Energy
Industry Inputs, Power & Energy sector
delivered a resilient performance
supported by the power sector to
cross the Rs.1 bn mark for profit before
tax. The Industry Inputs vertical was
successful in gaining entry to the
Maldives and Bangladesh, expanding
its geographical presence. Its product
portfolio was also enhanced with the
introduction of nano carbon material
and biodegradable plastics to the
industrial sector. The Lifesciences
vertical also expanded portfolio

to fulfil requirements arising in the
healthcare sector. The sector focused
on expanding its agencies as well,
broadening its portfolio and customer
value proposition.

Future plans include enhancing

the Lifesciences vertical which was
focused on radiology to create a one
stop shop for medical equipment
across all specialties. We will also

look to expand our non-conventional
renewable energy portfolio. Industry
Inputs vertical is also expected to gain
momentum as economic activity gains
momentum.

INDUSTRY INPUTS, %
POWER & ENERGY

Country of operation:
Sri Lanka

® Revenue Rs.5.01bn ¥ 17%

® EBITDA Rs.1.43 bn ¥ 9%

® Op. Profit Rs.1.11 bn ¥ 11%

® PBT Rs.1bn N 1%

® PAT Rs.0.79 bn ¥ 15%

® Capex Rs.0.36 bn

® Total Assets Rs.13.49 bn WV 1%

® Value created Rs.2.03 bn ¥ 24%

ECO SOLUTIONS @

Countries of operation:
Sri Lanka, India

Revenue Rs.7.82 bn AN 26%
EBITDA Rs.0.82 bn N 46%

Op. Profit Rs.0.66 bn A 51%
PBT Rs.0.76 bn A 86%

PAT Rs.0.66 bn A 115%

Capex Rs.0.30 bn

Total Assets Rs.13.05 bn A 12%
® Value Added Rs.1.50 bn g 24%

CONSTRUCTION
MATERIALS

Country of operation:
Sri Lanka

Revenue Rs.5.89 bn N 27%
EBITDA Rs.1.46 A 106%

Op. Profit Rs1.23 bn A 168%
PBT Rs.1.02 bn A 1,428%

PAT Rs.0.84 bn A\ 2,626%
Capex Rs.0.25 bn

Total Assets Rs.7.67 bn A 13%
® \Value created Rs.2.48 bn N 41%
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Eco Solutions

Eco Solutions delivered a resilient
performance during the year despite
significant challenges in obtaining
raw material due to the pandemic. A
new branded mattress was introduced
to the domestic market and will

be distributed through the Singer
network. Revenue growth was driven
by increased exports to Mexico,

USA, UK and Turkey. Innovation is a
key driver for growth and products
introduced during the year included
seed pads, salad mats in growing
media which is gaining traction.
Brushware using palmyrah fibres was
launched in the North.

The sector continues to invest in
backward integration operations in the
North and East supporting livelihoods
in this former war zone. Prospects

for this sector are positive as there is
increasing awareness about climate
change and sustainability, particularly
in advanced economies which is the
core strength of this sector.

Construction Materials

The Construction Materials sector
overcame multiple challenges to
deliver PBT of Rs.1.02 bn, an impressive
growth of 1,428% over the previous
year. Performance was driven by
strong export orders and designing,
producing and distributing our own
range of value-added products.
Increasing the recycled Aluminium
component from 20% to 40% in
specific product categories supported
margin growth as the sector worked
with the Metallurgical Department of
the University of Moratuwa to develop
new alloys from this green metal.
Around 10% of total production is
exported into advanced economies
such as UK, USA, Canada and New
Zealand. The low interest regime led to
interest in home improvements and we
were able to cater to this market with
the Lumin range of products which
includes DIY window frames, ladders,
and even kitchen cabinets which
supported top line growth. The sector

also acquired over 30+ new customers
even though travelling overseas for
marketing was restricted.

The sector has a stable outlook despite
the slowdown in the construction
sector in 2020 due to its expansion

of a value added range of products,
strong export growth and innovation
partnerships. There is also headroom
for improving margins through
increased recycled inputs as the global
standard for recycled inputs is 75%.

Textiles

Hayleys Fabric delivered an impressive
performance despite the global fashion
industry experiencing its worst year

on record. Turnover growth outpaced
industry growth as the Company
innovated fabrics that catered to the
trending athleisure product category
which witnessed an increase in demand
as the pandemic saw more people
working from home. Having developed
its own Inno brand of fabrics which

has gained traction with Tier 1 buyers,
the sector had developed strong
partnerships built on trust, reliability
and innovation and they returned by
the second half of the year to fill the
order book. The team remained agile
from the beginning, recommencing
work in April 2020 to produce fabric
for face masks which supported
cashflow and livelihoods of all the
employees of whom 67% are from the
village where the factory is located.

A proven track record in innovation

is the cornerstone of the sector’s
success, differentiating its offering in an
intensely competitive market.

The acquisition of South Asia Textiles
Ltd, for Rs.3.9 bnin April is an
indication of our future plans for this
sector which has remained resilient in
an extremely challenging year.

Leisure

The Tourism sector was the hardest
hit by the pandemic and has not
recovered as yet as new waves and
strains emerge. The Leisure sector
bounced back quickly with stringent
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TEXTILES @

Country of operation:
Sri Lanka

Revenue Rs.14.58 bn A 20%
EBITDA Rs.1.30 bn A 55%

Op. Profit Rs.0.88 bn A 97%
PBT Rs.0.72 bn AN 140%

PAT Rs.0.73 bn A 217%

Capex Rs.110 bn

Total Assets Rs.11.58 bn A 25%
Value created Rs2.78 bn g 26%

LEISURE @

Countries of operation:
Sri Lanka, Maldives

Revenue Rs.1.35 bn ¥ 70%

EBITDA Rs.(1.07) bn ¥ 341%

Op. Loss Rs1.83 bn W 419%

PBT (Rs.2.47 bn) ¥ 179%

PAT (Rs.2.35 bn) ¥ 165%

Capex Rs.0.68 bn

Total Assets Rs.15.62 bn W 4%
Value created (Rs.0.06 bn) ¥ 103%

OTHERS

Countries of operation:
Sri Lanka, Netherlands, Japan,
United Kingdom

Revenue Rs.5.32 bn N 13%
EBITDA Rs.4.49 bn N 149%

Op. Profit Rs.4.30 bn N 167%
PBT Rs.1.68 bn A 195%

PAT Rs.1.61 bn A\ 191%

Capex Rs.0.05 bn

Total Assets Rs.72.41 bn A 2%
Value created Rs.7.48 bn N 63%
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safety measures in place, but the
intermittent nature of the recovery
has been disappointing with the entire
industry on cashflow maintenance
mode, not just in Sri Lanka but across
most countries. Vaccinations are

key to a sustainable recovery of the
sector and is an urgent need as the
opportunity cost is high. The Tourism
sector contributed 4.3% to GDP in 2019
and accounts for over 400,000 direct
and indirect jobs. The recovery from
the terror attacks reflects the ability
of the sector to bounce back. Hayleys
Group is committed to supporting

the sector through this difficult time,
positioning it for growth in a post
pandemic era.

Others

This diverse portfolio of verticals
includes operations of the holding
company Hayleys PLC, BPO and
Shares Services , and Fentons Ltd.
The Fentons Group expanded its
operations, particularly in the solar
energy installations which contributed
to positive growth in PBT. Dividends
received by the holding company
amounted to Rs.3.62 bn which gets set
off in consolidation and is not reflected
in the results of the sector, but is an
important number nevertheless as

it supported cashflow. The strong
cashflows generated during the year
and the low interest rate regime
supported a sharp decline in finance
costs as we renegotiated borrowings
at lower rates. The plans for Fentons
are being monitored closely to realise
its full potential.

OUTLOOK

While the lockdown for the third
wave subdues the outlook, the
resilience of the people and the
businesses in adapting to life in a
socially distanced world has been
remarkable. Embracing technology
was part of the solutions and the shift
to digital will increase productivity
enabling Sri Lanka to compete

more effectively. Weaker economic
indicators give cause for concern but
we all need to work together to turn

the tide and rise above. The forecasts
by IMF are positive, particularly

for advanced economies and this
provides the Hayleys Group with
further opportunities for growth in the
year ahead. Government policy will
play a key role in driving sustainable
economic growth and we will continue
to monitor developments in this regard
as we need to carefully consider their
impacts on strategy.

VALUE TO SHAREHOLDERS

Renewed interest in the Colombo
Stock Exchange saw the ASPI increase
by 55.77% from 4,571.63 to 7]121.28. The
share price of Hayleys PLC increased
from Rs.123.60 per share to Rs.860.00
(Highest price recorded prior to the
sub-division of 10 shares for every

one ordinary share held) providing
shareholders a return of 13.68% for the
financial year from capital appreciation.

Value to shareholders increased
considerably during the year with
Earnings per share moving up from
Rs.0.50 to Rs.10.80. We also distributed
two interim dividends of Rs.3 per share
in July 2020 and Rs.1 per share (after
the sub-division) in March 2021. The
distributions put Rs. 975 mn in the
hands of our shareholders enhancing
the returns from appreciation of the
share price.

The Group unlocked further value for
shareholders with the sub-division

of shares at a ratio of 1:10, increasing
liquidity of the share. At the time of
writing, a sub-divided share was priced
at Rs.78.40 which is an increase of 12%
post sub-division.

INTEGRATING SUSTAINABILITY
This year’s performance is a study

in how the Group has integrated

the principles of sustainability into
our business and decision-making
processes from the front-line workers
to the Board. Our concern for people,
planet and profits featured in every
decision we made as we walked a
tight rope at the beginning of the
year, balancing these three priorities

as emotions were charged internally
and externally due to elevated

anxiety levels and the socioeconomic
changes arising from the pandemic.
With many of our factories located
outside Colombo, we were able to
understand the urgency of their needs
and restoring livelihoods for our
employees, microentrepreneurs and
small businesses was a priority.

Economy

Hayleys Group accounted for 4.22%
of the country’s direct and indirect
exports. Foreign currency earnings of
the Group exceeded USD 600 mn.
Total value created by the Group
amounted to Rs.68.99 bn, 18% over
the previous year and 85% of this was
in Sri Lanka and the balance was from
the Group’s overseas operations. The
Group paid Rs.12.5 bn in revenues to
governments of which Rs.11.23 bn was
to the government of Sri Lanka.

People

The magic of Hayleys is its
responsibility to the people, our
employees, customers, suppliers and
business partners. Our operations
are inextricably interwoven into the
socioeconomic fabric of our country
over 143 years. The Hayleys Way
reinforces our values, ensuring fair
dealing with all stakeholders.

Securing the job and salaries of our
employees was the overarching
objective during the year. This
commitment was also evident
throughout the year as our plans
pivoted on making savings or driving
revenue growth to protect the Group
salary bill while also granting salary
increments and bonuses to all eligible
employees. This was amply rewarded
by the determination of our employees
at every level to deliver performance
and the support of the trade unions
to keep factories running with all the
safety precautions. Employees who
were COVID positive were looked
after until they were sent home after
recovery. | believe the best evidence
of our commitment to people is
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the voluntary pay cut taken for

three months by the Hayleys Group
Management Committee to maintain
intact the salaries of our employees

at the same levels. Employees of the
Group also came together to donate a
day’s salary to the COVID Fund which
amounted to Rs.19 mn which was
matched by the Group making a total
donation of Rs.39 mn.

We continued to strengthen our
supply chains by expanding out-
grower schemes, connecting rural
communities to global supply chains.
The Agriculture sector continued to
purchase the harvest from farmers
even when the quality had dropped
due to over ripening owing to the
lockdown. Over 1,500 people were
added to this growing network
during the year, supporting their
livelihoods through the Haritha Angara
programme by Puritas, First Light by
Dipped Products and several other
projects by Hayleys Agriculture and
Eco Solutions.

Our philanthropic activities continued
during the year despite the challenges
with sectors carrying out innovative
campaigns by understanding the

real needs of the communities they
operate in. Going Beyond Puritas
Sathdiyawara campaign continued

its work with donations of books to
school children in the communities
which received the water purification
plants in previous year. The Plantation
sector worked together with the
various agencies to implement several
programmes to uplift the lives of

their associates including the Home
for Every Plantation Worker project
which has now benefitted over 58,000
beneficiaries with their own homes.
The Alumex diverted the funds
allocated for staff welfare to purchase
235 tablets which were distributed to
their employees’ children, enabling
them to do their studies online as
schools moved lessons online. They
also distributed 300 white canes as a
part of an ongoing project.

Planet

The Group’s productivity efficiencies
and innovations are driven through well-
developed sustainable mindsets as we
have championed the GRI standards for
over a decade. A focus on sustainable
innovation throughout the Group

has gained traction with our global
customers which are detailed on pages
210 to 211 of this Report. The Group
initiatives on greening our business

are set out on pages 224 to 225 of the
report. Collectively they highlight how
environmental sustainability has moved
beyond mere compliance to becoming
a source of competitive advantage and
of strategic importance to the Group.

Revising Our ESG Framework

We launched a project to transform
our ESG Framework to reflect higher
levels of integration of sustainability
principles in our business, ensuring
that it is future forward and fit for
purpose. We completed the first
phase of revising our ESG framework
during the year with the completion
of the Conceptual Framework and the
Environmental Policies which were
implemented at the end of the year.
The Environmental Policy Framework
also set out the Group’s environmental
goals for 2030, clearly outlining the
roadmap of this ambitious journey.
Phase Il will be completed during the
year with the finalisation of the Social
and Governance Policy Frameworks.

The Frameworks are based on the

UN Global Compact Principles, GRI
Standards, Sustainability Development
Goals and Targets, the Integrated
Reporting Framework, and the
guidelines issued by the Task force for
climate related financial disclosures.
We will submit the annual returns
demonstrating compliance with the UN
Global Compact principles in 2021.

This year we have reverted to
providing comprehensive coverage of
the Group’s performance in the Annual
Report which was pared down in the
previous year in keeping with the
gravity of the circumstances we faced
at the time.
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APPRECIATIONS

| commend the administrators for

their efforts in creating a conducive
environment for businesses to continue
operations, despite unprecedented
challenges posed by the COVID-19
pandemic

The Group Management Committee
and the sector heads who provided
outstanding leadership during the year,
balancing concerns of our stakeholders
and | thank them for their untiring
efforts during the year. | also thank

our employees who came together to
deliver a performance that is writ into
our annals and will inspire us to reach
higher in the years to come.

| am deeply appreciative of the
proactive role played by Mr. Dhammika
Perera in guiding strategy which has
contributed to the results and thank
my fellow Board Members for their
valuable insights. In conclusion, | thank
the shareholders for their continued
confidence in Hayleys PLC to deliver
sustainable growth with due care for
people, planet and profits.

@

.

Mohan Pandithage
Chairman and Chief Executive
19th May 2021
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BOARD OF DIRECTORS

Left to Right

Gamini Gunaratne, Jayanthi Dharmasena, Hisham Jamaldeen, Dr. Harsha Cabral, PC,
Sarath Ganegoda, Mohan Pandithage, Dhammika Perera, Rajitha Kariyawasan,
Ruwan Waidyaratne, Aravinda Perera, Rohan Karr, Kawshi Amarasinghe
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1. MOHAN PANDITHAGE
Chairman & Chief Executive

Joined the Hayleys Group in 1969.
Appointed to the Hayleys PLC Board
in 1998. Chairman and Chief Executive
of Hayleys PLC since July 2009. Fellow
of the Chartered Institute of Logistics
& Transport (UK). Honorary Consul of
the United Mexican States (Mexico)
to Sri Lanka. Council Member of the
Employers’ Federation of Ceylon.
Member of the Advisory Council of
the Ceylon Association of Shipping
Agents. Recipient of the Best Shipping
Personality Award by the Institute of
Chartered Shipbrokers; Leadership
Excellence Recognition - Institute of
Chartered Accountants of Sri Lanka;
Honored with Lifetime Achievement
Award at the Seatrade - Sri Lanka
Ports, Trade and Logistics; Lifetime
Award for the Most Outstanding
Logistics and Transport Personality

of the Year - Chartered Institute of
Logistics & Transport. Member of the
Advisory Council, Ministry of Ports
and Shipping. He is the Chairman

of Alumex PLC, Amaya Leisure PLC,
Dipped Products PLC, Haycarb PLC,
Hayleys Fabric PLC, Hayleys Fibre
PLC, Kelani Valley Plantations PLC,
Regnis (Lanka) PLC, Singer (Sri Lanka)
PLC, Singer Industries (Ceylon) PLC,
Talawakelle Tea Estates PLC, The
Kingsbury PLC, Unisyst Engineering
PLC, Horana Plantations PLC and
serves on the Board of Diesel & Motor
Engineering PLC.

2. DHAMMIKA PERERA
Co-Chairman Non-Executive

Appointed to the board in 2008.

Mr. Dhammika Perera is a quintessential
strategist and a business leader with
interests in a variety of key industries
including manufacturing, banking

and finance, leisure, plantations, and

hydropower generation. He has over
30 years of experience in building
formidable businesses through
unmatched strategic foresight and
extensive governance experience
gained through membership of the
Boards of quoted and unquoted
companies. Mr. Perera is the Chairman
of Vallibel One PLC, Royal Ceramics
Lanka PLC, Lanka Tiles PLC, Lanka

Walltiles PLC, The Fortress Resort PLC,

Vallibel Power Erathna PLC, Greener
Water Limited, Delmege Limited, and
LB Microfinance Myanmar Company
Limited. He is the Co-Chairman

of The Kingsbury PLC and Singer

(Sri Lanka) PLC, Executive Deputy
Chairman of LB Finance PLC, Deputy
Chairman of Horana Plantations PLC.
He is also an Executive Director of
Vallibel Finance PLC and serves on
the Boards of Amaya Leisure PLC,
Haycarb PLC, Hayleys Fabric PLC and
Dipped Products PLC. Also, a Director
of Dhammika and Priscilla Perera
Foundation.

3. SARATH GANEGODA
Executive Director

Rejoined Hayleys in March 2007.
Appointed to the Group Management
Committee in July 2007. Appointed
to the Board in September 2009.
Fellow Member of CA Sri Lanka

and Member of Institute of Certified

Management Accountants of Australia.

Holds an MBA from the Postgraduate
Institute of Management, University
of Sri Jayewardenepura. Worked for
Hayleys Group between 1987 and
2002, ultimately as an Executive
Director. Subsequently, held several
senior management positions in large
private sector entities in Sri Lanka
and overseas. Has responsibility for
the Strategic Business Development
Unit, Group Information Technology
of Hayleys PLC and appointed as the

Deputy Chairman of Alumex PLC

in October 2020. He serves on the
Boards of Unisyst Engineering PLC,
Dipped Products PLC, Haycarb PLC,
Hayleys Fabric PLC, Hayleys Fibre PLC,
Kelani Valley Plantations PLC, Regnis
(Lanka) PLC, Singer (Sri Lanka) PLC,
Singer Industries (Ceylon) PLC, The
Kingsbury PLC, Horana Plantations
PLC and appointed to the Board of
Amaya Leisure PLC in April 2021.

4. RAJITHA KARIYAWASAN
Executive Director

Joined Hayleys Group in January
2010. Appointed to the Group
Management Committee in February
2010. Appointed to the Board in June
2010. Holds a BSc. Eng. (Electronics
and Telecommunications) from the
University of Moratuwa, Sri Lanka.
Fellow Member of the Chartered
Institute of Management Accountants,
UK. Also a Six Sigma (Continuous
Improvement Methodology) Black
Belt, certified by the Motorola
University, Malaysia. Before joining
Hayleys, held the position of Director/
General Manager of Ansell Lanka
(Pvb) Ltd. Served as the Chairman

of the Manufacturing Association of
Export Processing Zone, Biyagama.
Has overall responsibility for the
Purification Products sector as the
Managing Director of Haycarb PLC.

Is also the Managing Director of Eco
Solutions Sector whilst functioning as
a Director Hayleys Fibre PLC and the
Deputy Chairman of Dipped Products
PLC.

5. DR. HARSHA CABRAL, PC
Independent Non-Executive Director

Dr. Cabral is a President’s Counsel
in Sri Lanka with thirty-three years’
experience in the field of Company
Law, Intellectual Property Law,
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Commercial Law, Securities Laws,
International Trade Law & Commercial
Arbitration. He has been a President’s
Counsel for sixteen (16) years and
commands an extensive practice

in the Commercial High Courts and
the Supreme Courts of Sri Lanka. He
holds a Doctorate in Corporate Law
from University of Canberra, Australia.
Dr. Cabral is a sitting member of the
International Chamber of Commerce
(ICC) International Court of Arbitration
in Paris and a Representative Member
of the Federation of Integrated
Conflict Management (FICM) as well
as a Representative Member of the
International Commercial Disputes
Tribunal (ICDT). He is also a Fellow of
the Institute of Chartered Secretaries &
Administrators (UK). As a member of
the Advisory Commission on Company
Law in Sri Lanka, Dr. Cabral was one
of the architects of the Companies
Act No. 7 of 2007, the current Act. Dr.
Cabral is also a member of the Board
of Investment (BOI) of Sri Lanka, a
member of the Law Commission of Sri
Lanka, a member of the Intellectual
Property Advisory Commission in Sri
Lanka, University Grants Commission
(UGC) nominee on the Post Graduate
Institute of Medicine (PGIM) and a
member of the Corporate Governance
Committee of the Institute of
Chartered Accountants of Sri Lanka.
Dr. Cabral is also a member of the
Cabinet Appointed Committee to
draft the National Trade Policy, Senior
Advisor to the Ministry of Sports in
drafting the new National Sports

Law, Senior Advisor to the Ministry

of Justice on the new House of
Justice Project (Chairman), Senior
Advisor to the Ministry of Justice

on Commercial Law Reform and the
Chairman, Intellectual Property Law
Reform Project of the Ministry of
Justice. Dr. Cabral serves as a member
of the Presidential Commission on
De-Regulation. As a member of the

Council of Legal Education in Sri
Lanka, as a member the Ministerial
Committee appointed to reform
Commercial Arbitration in Sri Lanka,
and as a Founder Board Member of
the Sri Lanka International Arbitration
Centre, Dr. Cabral has contributed
immensely to the legal academia

and the corporate community of Sri
Lanka. He serves as a senior visiting
lecturer at several Universities here and
abroad. Dr. Cabral has also authored
several books in the field of Company
Law, Intellectual Property Law and
Commercial Arbitration. Dr. Cabral
serves as the Chairman of the Tokyo
Cement Group, which commands the
largest market share for cement in Sri
Lanka. He also serves as the acting
Chairman of the Hatton National
Bank PLC. In addition, Dr. Cabral

was the immediate past Chairman of
LOLC Finance PLC, one of the largest
Finance Companies in Sri Lanka. Dr.
Cabral was a senior Director of the
Union Bank of Sri Lanka. Dr. Cabral
currently serves as Independent
Non-Executive Director of DIMO PLC,
Alumex PLC, Tokyo Cement Company
(Lanka) PLC, Tokyo Super Cement
Company Lanka (Private) Limited,
Tokyo Cement Power Lanka (Private)
Limited, Tokyo Eastern Cement
Company (Private) Limited, Tokyo
Super Aggregate (Private) Limited,
Tokyo Supermix (Private) Limited,
World Export Centre Limited, Darley
Property Holdings (Pvt) Limited, CCC-
ICLP Alternative Dispute Resolution
Centre (Guarantee) Limited and

Sri Lanka Institute of Information
Technology (Guarantee) Limited
(SLIT), SLIT International (Private)
Limited, and serves on several Audit
Committees, Nomination Committees,
Remuneration Committees, Recoveries
Committees and the Related Party
Transaction Committees, chairing most
of them.
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6. RUWAN WAIDYARATNE
Executive Director

Joined the Hayleys Group in 1985.

Has a wide range of expertise in

the business of shipping, freight
forwarding, logistics and aviation.

He has grown through the ranks to
become the Managing Director of
Hayleys Advantis Limited whilst being
appointed as an Executive Director of
the Board of Hayleys PLC in April 2013.
Currently he holds overall responsibility
for the Transportations and Logistics
Sector of the Hayleys Group. He also
holds the position of Deputy Chairman
of Unisyst Engineering PLC. Former
Chairman of the Ceylon Association

of Shipping Agents (CASA). Former
Chairman of the Sri Lanka Logistics
and Freight Forwarders’ Association
(SLFFA). He is a Chartered Member

of the Chartered Institute of Logistics
& Transport of Sri Lanka. He is a
Member of the Steering Committee

on Ports, Shipping, Aviation and
Logistics affiliated to the Ceylon
Chamber of Commerce and a Member
of the National Agenda Committee

on Logistics & Transport of the

Ceylon Chamber of Commerce. He
holds an MBA from the Edith Cowan
University of Western Australia and
has undergone executive development
programmes with the National
University of Singapore, Indian School
of Business and INSEAD.

7. HISHAM JAMALDEEN
Independent Non-Executive Director

Appointed to the Board in February
2014. Mr.Jamaldeen has extensive
experience in relation to accounting,
corporate finance, acquisition and
disposals, restructuring, strategic
business development & partnerships
and business planning. His experience
spans across a range of industries
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including real estate, retail, leisure,
manufacturing, agriculture, industrial
solutions, power & energy, plantations,
transportation and logistics. Given

his deep level expertise in multiple
industries, he is recognised as a sector
specialist in a multitude of industries
and provides vital support towards
board level decision making.

He provides to the Board both local
and global experience having worked
as the Finance Director at Newbridge
Capital Investments Limited, a
property investment and development
company, transacting directly into UK
commercial and London residential
property. He has been extensively
involved in all aspects of property
investment especially in transactional
analysis, financing, refinancing debt
structures and tax assemblies. He was
instrumental in transactions involving
real estate assets exceeding USD 1.6
bn during his career. His international
exposure and real estate experience
was gained whilst at Freeman &
Partners accountancy practice (UK)
and subsequently at Barclays Capital
(a British multinational investment
Bank).

Mr. Jamaldeen has the distinction of
being the founder Managing Director
of Steradian Capital Investments,

an exclusive real estate advisory

and consultancy firm with both

global and local clientele who seek
exposure and asset management
services for real estate investment
into Sri Lanka. His key responsibilities
include acquisitions, structuring debt
financing, and corporate structures.
Mr. Jamaldeen is the key contact point
for all existing foreign investors spread
across Europe, East Asia and South
East Asia. He has been instrumental in

growing the Assets under Management

to over LKR 18 billion within a short
span of time. In 2020, Mr. Jamaldeen
was recognised by Echelon as a trail
blazer and disruptor in the investments
sector for his contribution towards the
sector.

Mr. Jamaldeen further serves as the
Executive Director of Lanka Realty
Investments PLC, Managing Director
of On’ally Holdings PLC, and functions
as the Non-Executive Director of
Haycarb PLC, Singer (Sri Lanka) PLC,
Singer Industries (Ceylon) PLC, Regnis
(Lanka) PLC and Talawakelle Tea
Estates PLC. He was a former director
of Peoples Bank.

He is a Fellow of the Association of
Certified Chartered Accountants, UK
and holds a degree in Engineering
and Business from the University of
Warwick, UK.

8. ARAVINDA PERERA
Independent Non-Executive Director

Appointed to the Board as
Independent Non-Executive Director
and as Chairman of Audit Committee
in September 2016. Mr Aravinda Perera
counts over 38 years in the Banking
sector and functioned as the Managing
Director of Sampath Bank PLC from
Ist January 2012, until his retirement in
September 2016.

He serves on the Boards of Singer
Finance (Lanka) PLC as Chairman, as
Deputy Chairman in Pan Asia Banking
Corporation PLC and as a Director of
Rocell Bathware Ltd. Further to the
Directorships, he Chairs the Audit
committees of Hayleys Aventura (Pvt)
Ltd, Hayleys Advantis Ltd and Fentons
Ltd. He was the former Chairman

of Siyapatha Finance PLC, former

Director of Sampath Centre Ltd.,
Colombo Stock Exchange and Lanka
Bangla Finance Limited in Bangladesh.
He passed out from University of
Moratuwa in 1980 with an Honours
Degree in Mechanical Engineering.

He is a Member of the Institute of
Engineers (Sri Lanka) (MIESL) and

a Chartered Engineer (C.Eng.). He is
also a Fellow Member of the Chartered
Institute of Management Accountants
(UK) (FCMA) and a Fellow of the
Institute of Bankers- Sri Lanka (FIB).
He also holds an MBA from the
Postgraduate Institute of Management.
Mr. Perera was honoured with the
“CEO Leadership Achievement Award
2016” by the Asian Banker magazine
and was also the recipient of the
prestigious “Platinum Honours - 2014”
Award by the Postgraduate Institute
of Management Alumni (PIMA) of

Sri Jayawardenapura University. He
was honoured with the "Award for

the Outstanding Contribution to

the Banking Industry - 2015” by the
Association of Professional Bankers
and was also awarded an Honorary
Life Membership by the Association of
Professional Bankers in October 2018.

9. JAYANTHI DHARMASENA
Executive Director

Joined Hayleys Group as a
Management Accountant in 1991 and
has been with Hayleys Agriculture
Sector throughout the career at
Hayleys. Appointed to the Group
Management Committee and to the
Board on 1st April 2018. She is a Fellow
Member of the Chartered Institute
of Management Accountants, UK.
Has responsibility for the Hayleys
Agriculture Sector.
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10. ROHAN KARR
Executive Director

12. KAWSHI AMARASINGHE
Alternate Director to Dhammika Perera

Joined the Board and Group
Management Committee of Hayleys
PLC on 1st June 2019. Mr. Karr holds

a Masters in Hospitality and Business
Studies from UK, and is a veteran

in the hospitality industry with 37
years’ experience in Executive Vice
President / General Manager Positions
in leading hotels in Sri Lanka and

The United Kingdom. He has served
as Regional Director of Revenue
Management of Marriott Hotels for
Whitbread Hotel Company, England,
as General Manager of Bristol Marriott
Hotel, England and Marriott Marble
Arch, London before his return to

Sri Lanka. He was instrumental in
revitalising standards for the entire
domestic hospitality sector through
his ground-breaking work as Executive
Vice President of John Keells Holdings
overlooking Cinnamon City Hotels
and Resorts chain and as Head of
Brand Development. He also serves

as Managing Director of the Hayleys
Leisure sector including Amaya Leisure
PLC and The Kingsbury PLC.

11. GAMINI GUNARATNE
Independent Non - Executive Director

Appointed to the Board on 1st October
2019. He presently serves as Chairman
of Lanka Hotels and Residencies

(Pvt) Ltd (Sheraton Colombo), Board
Member of Swisstek Ceylon PLC,
Regnis (Lanka) PLC, Dipped Products
PLC, Lanka Walltiles PLC, Lanka Tiles
PLC, Lanka Ceramic PLC, Horana
Plantations PLC and SLIIT International
(Pvt) Ltd. Previously he has served as
Vice Chairman of the National Water
Supply and Drainage Board.

Appointed as Alternate Director to
Mr.Dhammika Perera on the 17th
October 2019. Ms. Amarasinghe
currently serves as Group Director,
International Business Development

& CSR at Vallibel One PLC. Prior to
joining Vallibel One, Ms. Amarasinghe
served as an intern at Strategic Policy
Division at Department of Community
Safety in Queensland, Australia. Ms.
Amarasinghe earned a bachelor’s
degree in International Studies from
University of Queensland in Brisbane,
Australia and a specialisation in French
Studies at University of Lausanne,
Switzerland. In addition, she holds a
certificate in Management Acceleration
from INSEAD Business School in
Fontainebleau, France and a certificate
in Hotel Revenue Management from
Cornell University, USA.
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GROUP MANAGEMENT COMMITTEE

Left to Right - 1st Row

DR. ROSHAN RAJADURAI
Managing Director - Hayleys Plantations

ROHAN GOONETILLEKE
Managing Director - Hayleys Fabric PLC

DARSHI TALPAHEWA
Head - Group Human Resources, Legal &
Corporate Communications

PRAMUK DEDIWELA
Managing Director - Alumex Group

NIRAN RANATUNGA
Managing Director - Mabroc Group

CHOLIYA DE SILVA
Group Cheif Financial Officer
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Left to Right- 2nd Row

ANDREW NG
Managing Director -
Dipped Products Group

HASITH PREMATILLAKE
Managing Director - Fentons Group

MAHESH WIJEWARDENE
Managing Director - Singer Group
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GROUP MANAGEMENT COMMITTEE

1. MOHAN PANDITHAGE
Please refer profile in Board of
Directors

2. SARATH GANEGODA
Please refer profile in Board of
Directors

3. RAJITHA KARIYAWASAN
Please refer profile in Board of
Directors

4. RUWAN WAIDYARATNE
Please refer profile in Board of
Directors

5. JAYANTHI DHARMASENA
Please refer profile in Board of
Directors

6. ROHAN KARR
Please refer profile in Board of
Directors

7. DR. ROSHAN RAJADURAI

Joined Hayleys Group in 2013 and
was appointed to Hayleys Group
Management Committee, Managing
Director of Talawakelle Tea Estates
PLC, Kelani Valley Plantations PLC and
Horana Plantations PLC. Holds a B.Sc
Honours in Plantation Management,
an MBA and an MSc. in Agriculture
and Plantation Crops from the Post
Graduate Institute of Agriculture,
University of Peradeniya. He has

a Ph.D in Management and a D.Sc

in Agriculture. Since 1993 - 2001

held Senior Plantation Management
position in Kelani Valley Plantations
PLC and from 2002 - 2012 joined
Kahawatte Plantations of Dilmah

and was Director/CEO 2008 - 2012.
He had been the Chairman of the
Planters’ Association of Ceylon,
Board Member of the Sri Lanka Tea
Board, Tea Research institute, Rubber
Research Board, Tea Small Holdings
Development authority and the Tea
Council of Sri Lanka. He serves in the
Standing Committee on Agriculture
of University Grants Commission. He
is the Chairman of the Sustainability
Working Group and the Co-Chairman
of the Sri Lanka Tea Road Map
Strategy 2030.

8. ROHAN GOONETILLEKE

Joined the Group as Managing Director
/CEO of Hayleys Fabric PLC in March
2013, and was appointed to the Group
Management Committee in the same
month. Prior to joining Hayleys Fabric,
he was appointed as a Director of
Brandix X’'pressions (Pvt) Ltd, and was
appointed to the Board of CLT Apparel
(India) (Pvt) Ltd in January 2011, a fully
owned subsidiary of Brandix Lanka
Ltd. During the period, 2003 to 2010
he was the Managing Director/CEO

of Textured Jersey Lanka (Pvt) Ltd,
prior to which he was the Managing
Director/ CEO of Linea Clothing (Pvt)
Ltd, a subsidiary of MAS Holdings
(Pvt) Ltd, and prior to that he was at
Carson Cumberbatch & Company Ltd
as the CEO of Elpitiya Plantations Ltd.
He received his higher education in
the United Kingdom qualifying as a
Graduate Engineer.

9. DARSHI TALPAHEWA

Joined Hayleys Group in January
2010 and appointed to the Group
Management Committee in November
2015. Non-Executive Director Singer
Finance (Lanka) PLC . Lawyer by
profession, with a LL.B from the
University of Colombo and Attorneys-
At- Law with first class honours

from Sri Lanka Law College. Holds a
Master’s Degree in Human Resource
Management from the University of
Northampton. Also holds Master’s
Degrees in International Relations and
Law, from the University of Colombo.
Has had the unique opportunity of
working in the government, non-
governmental, private/corporate
sectors including the banking sector
and academia. Has responsibility for
Human Resources, Legal services and
Corporate Communications for the
Hayleys Group.

10. PRAMUK DEDIWELA

Mr. Dediwela started his career

in January 1989 and has over 32
vears of experience in the fields of
Marketing and Sales, Material and
Logistics, Finance, Production and
Administration/Human Resources

under Alumex group. He was
appointed as an Executive Director of
the Alumex PLC and its subsidiaries,
Alco industries (Private) limited in
December 2010 and appointed as

the Managing Director and also to

the Hayleys Group Management
Committee in July 2018. Mr.

Dediwela is a marketer cum financial
economist and holds Master of
Financial Economics from University
of Colombo, Master of Business
Administration from University of
Southern Queensland, Post-Graduate
Diploma in Business and Financial
Administration (CA Sri Lanka/Cranfield
- UK), Post- Graduate Diploma in
Marketing from Chartered Institute

of Marketing - UK. Mr. Dediwela is a
Member of the Advisory committee on
Light Engineering Sector under EDB,
Ministry of Industry & Supply Chain
Management and holds Memberships
of the Chartered Institute of Marketing
(UK) and Sri Lanka Economic
Association. He is a Council Member of
the Foundry Development & Services
Institute of Sri Lanka.

11. NIRAN RANATUNGA

Commenced a career in tea tasting

in 1980 by joining John Keells Ltd.

as an auctioneer and a tea broker.
Subsequently was trained in tea
tasting and blending at UK’s Lyons
Tetley and R. Twinnings & Co. Ltd. Was
a founder member of Mabroc Teas
(Pvt) Ltd. in 1988 and was appointed
Commercial Director in 1991, having
undertaken the responsibilities of
Marketing Bulk Tea and Branded Teas
in numerous international markets.
Was responsible for spearheading the
initiative to launch an ethical tea brand
of the world at the United Nations
Global Compact. Was promoted as
Managing Director of Mabroc Teas

in 2014 and serves on the boards of
Hayleys Plantation Services (Pvt)

Ltd. and Kelani Valley Instant Tea
(Pvt) Ltd. as well as serving on the
Committee of Management of the Tea
Exporters Association of Sri Lanka.
Mr. Ranatunga was appointed to the
Group Management Committee in
July 2018.
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12. CHOLIYA DE SILVA

Mr. De Silva was appointed to the
Group Management Committee in

July 2018 and is a senior finance
professional possessing over 30 years’
experience in Multinational FMCG,
Investment Banking and Real Estate
sectors. He is former Finance Director
of Coca-Cola Beverages Sri Lanka Ltd
and holds a varied and multi-faceted
international working experience in
New Zealand, India, Nepal, Ethiopia,
South Africa and United Arab Emirates.
He was a governing Council Member of
AAT Sri Lanka from 2016 to 2019, held
Chairmanship of various Committees
of AAT and CA Sri Lanka. Currently he
is serving as a Member of Corporate
Governance Committee of CA Sri
Lanka. His 30 years’ experience include
14 years at Nestlé and 9 years at Coca-
Cola. Mr. De Silva is a Fellow Member
of CA Sri Lanka, Fellow Member of the
Chartered Institute of Management
Accountants, UK and a Fellow Member
of Institute of Certified Practising
Accountants of Australia. He also holds
a MBA from Postgraduate Institute

of Management, University of Sri
Jayawardenepura and has completed
an EDP in University of Stellenbosch
Business School, Cape Town, South
Africa and a Breakthrough Leadership
course in Ashridge Business School,
London, England.

13. ANDREW NG

Joined Dipped Products PLC

in October 2018 as Managing
Director and was appointed to the
Hayleys Management Committee.
Prior to joining Dipped Products
PLC, was the Vice-President of
Medical Global Operations of a
large multinational entity. He has
over 25 years of international glove
manufacturing experience of which

10 years is in senior managerial
positions. Experienced in the areas

of Engineering, Operations and holds
a degree in Engineering from the
University of New South Wales, MBA
from Deakin University in Australia and
a Master Black Belt in Lean Six Sigma.

14. HASITH PREMATILLAKE

Joined Hayleys Group in 2018 and

was appointed to the Hayleys Group
Management Committee in October
2018. Currently serves as the Managing
Director of Fentons Limited and its
subsidiaries. Previously Mr. Prematillake
served as the Country Director/
General Manager of Ansell Lanka (Pvt)
Ltd and Chief Executive Officer of
Phoenix Industries Ltd. He also held

a managerial position at Chevron
Lubricants Lanka. He holds a Master of
Business Administration Degree (Merit
pass) from the University of Colombo
where he was awarded prestigious

Dr. Linus Silva Medal for Best Overall
Performance, B.Sc. Engineering Degree
(Hon’s.) from University of Moratuwa
,Fellow Member of the Chartered
Institute of Management Accountants,
Member of the Chartered Institute of
Marketing, Passed Finalist of CA Sri
Lanka and a Graduate of the British
Computer Society. He is also a certified
Lean Six Sigma Black Belt.

15. MAHESH WIJEWARDENE

Mr. Mahesh Wijewardene was
appointed to the Group Management
Committee and also as an Executive
Director and the Chief Executive
Officer of Singer (Sri Lanka) PLC and
its subsidiary companies with effect
from 1st November 2018. He was
appointed to the Singer (Sri Lanka)
PLC Board on 1st June 2006. Mr.
Wijewardene holds a Master’s Degree
in Business Administration from the
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University of Southern Queensland
and received the Dean’s Award for
Outstanding Academic Achievement.
He also holds a Diploma in General
Management from the Open University
of Sri Lanka. He served as the past
Chairman of Ceylon Chamber of
Commerce - Import section and

Sri Lanka - China Business Council.
Mr. Wijewardene currently serves in
the Executive Council of Sri Lanka
Retailers’ Association and a member
of the International Chamber of
Commerce - Policy Committee .

He serves as a Director of Singer
Industries (Ceylon) PLC, Singer
Finance (Lanka) PLC, Regnis (Lanka)
PLC, Regnis Appliances (Pvt) Limited,
Singer Digital Media (Pvt) Limited,
Singer Business School (Pvt) Limited,
Reality Lanka Limited, Domus Lanka
(Pvt) Limited and Equity Investments
Lanka Limited.
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CORPORATE GOVERNANCE

Corporate governance processes were key to delivering performance in a year of extreme uncertainty and volatility. The
structures in place were strengthened with increased oversight by the Board and purpose driven executive committees to
identify and address emerging risks and replicate solutions across the Group. Shareholder communication was maintained
throughout to keep them apprised of developments during a volatile year.

COMPOSITION

Executive

PO
PO®

Non-Executive

®

Independent

POO®

NOMINATION
COMMITTEE

®

RELATED PARTY

SKILLS DIVERSITY COMMITTEE
Shipping & Logistics - 2

Entrepreneurship - 2

Legal - 1

Financial = 5

Hospitality - 1

Technical = 2

GENDER DIVERSITY

9% Female : 91% Male

40 - 50 - 1

50 - 60 - 6

>60 - 4

TENURE OF SERVICES CORPORATE
<3 5 SECRETARIAL
=8 2

5=9 2

> 9 5

TRANSACTIONS REVIEW

Qfﬁ

GOVERNANCE STRUCTURE OF HAYLEYS PLC

SHAREHOLDERS

REMUNERATION
COMMITTEE
HAYLEYS PLC @
BOARD OF DIRECTORS J
AUDIT COMMITTEE

CHAIRMAN/CHIEF EXECUTIVE

Q/

GROUP MANAGEMENT

FINANCE

Q,?f ............. ..............

Q/

GROUP g GROUP INTERNAL
IT AUDIT

GROUP SUSTAINABILITY
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AS A DIVERSIFIED CONGLOMERATE, WE NEED A GOVERNANCE STRUCTURE
THAT IS FIT FOR PURPOSE GIVING THE BOARD LINE OF SIGHT TO THE GROUP’S
INDUSTRIALLY AND GEOGRAPHICALLY DIVERSE OPERATIONS 99

OVERSIGHT OF SUBSIDIARIES HIGHLIGHTS 2020/21

® Revision of strategic plans to

\ ensure ability to meet internal
J stakeholder concerns
® |Increased oversight by Board
and Audit Committee on Health

& Safety, Liquidity and Risk
Management

SHAREHOLDERS

® Forming high level committees
to drive a unified response to

the COVID-19 pandemic across
the Group
@ | SECTOR e Haysmart Task Force - Group
/ Management Committee
BOARD OF DIRECTORS members dedicated meetings
AUDIT COMMITTEE to discuss alignment of
: strategy to new realities

headed by the Chairman

e COVID-19 Task Force -
Committee Headed by Group
HR and Sector Head of
Industrial Inputs comprising

SECTOR MANAGING
DIRECTOR all sector HR heads

e [reight Solutions Task
Force - Committee to

manage exports and
J imports of the Group with

representatives from all

SECTOR sectors and the Group
MANAGEMENT Frieght Management
CORIMINTEE Department

e Project FINCO - Increased
oversight of Treasury
functions to ensure sufficient
liquidity, timely application
for moratoria and alignment
of borrowings to lower

@ interest regime
""""""""" J ® Audit Committee increased

oversight of Inventories,

SECTOR INTERNAL receivables and cyber security
AUDIT
@® Subdivision of shares in a ratio
................................................................... J of 110 in February 2021
@® Acquisition of South Asia
SECTOR SUSTAINABILITY CHAMPIONS Textiles Ltd in April 2021.
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CORPORATE GOVERNANCE

The Corporate Governance report has been structured in line with the themes set out in the IFC Toolkit for Disclosure &
Transparency on Corporate Governance. Compliance tables for the Continuing Listing Rules of the Colombo Stock Exchange
and the Code of Best Practice on Corporate Governance issued by the Institute of Chartered Accountants of Sri Lanka are
given in Annex | and Annex Il.

COMMITMENT TO ESG

Hayleys PLC has a strong governance structure and framework that has evolved over the years with the expansion of the
Group, facilitating development of strategies, delegation of authority, integrity of financial and ESG reporting, effective
oversight and risk management. Integration of ESG principles into decision making has been part of the journey with
championship of sustainability principles for nearly a decade. The Group’s commitment to going beyond regulatory
compliance is guided by voluntary adoption of relevant ESG frameworks and standards as given below.

REGULATORY VOLUNTARY STANDARDS, CODES & FRAMEWORKS {{é:}}
® Companies Act No.7 of 2007, ® Code of Best Practice on Corporate Governance issued
® Srilanka Accounting and Auditing Standards Act by the Institute of Chartered Accountants 2017

No.15 of 1995 ® Integrated Reporting Framework
® Continued Listing Requirements of the Colombo Stock @ Global Reporting Initiative Standards
Exchange ® Requirements of Environmental & Social Certifications
® Inland Revenue Act No. 10 of 2006 and amendment ® Quality standard certifications obtained by companies
® Inland Revenue Act No. 24 of 2017
® Customs Ordinance No. 17 of 1869
® Exchange Control Act No. 22 of 2017
® Industrial Disputes Act No. 43 of 1950
® The Shop and Office Employees Act No. 15 of 1954
® Factories Ordinance No. 45 of 1942
INTERNAL DOCUMENTS & POLICIES E@ THE HAYLEYS’ WAY - Internal Code of Conduct
® Articles of Association ® Shareholders
® Board Charter ® Employees
® Human Rights Policy ® Business Integrity
® Whistle Blower Policy ® Environment
® Health & Safety Policy ® Consumes Corporate
® Grievance Handling Policy ® Public Responsibility
® Anti Sexual Harassment Policy ® Conflicts of Interest
® Environmental Policy Framework ® Compliance
® Fair Competition

The Hayleys Way

The compliance culture of Hayleys
is reinforced through the orientation
training which introduces all new
recruits to the corporate values and
The Hayleys’ Way, typically within
one month of joining. This explicitly
sets out the expected behaviours of
an employee of the Group including
explicit statements on anti-corruption
and acceptable gifts. This code

of conduct is applicable to all the
companies and all the employees of
the Hayleys Group.

The Group’s Code of Conduct
represents the ethical road map for
employees including Key Management
Personnel and is based on the
following principles:

® The Hayleys Group is committed to
conducting its business operations

with honesty, integrity and with
respect to the rights and interests
of all stakeholders.

All Hayleys companies and
employees are required to comply
with the laws and regulations of the
countries in which they operate.

Every employee shall be
responsible for the implementation
of and compliance with the Code in
his/her environment.
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The Code of Conduct provides guidelines for employees on the conduct of its
businesses and operations in all the countries we operate in.

Competition

Regulatory

Compliance
Conflict of
Interest

The World Of

Hayleys 44..'471.??95?.&0

Shareholders
JRS °

Business

THE HAYLEYS’

Corporate
Responsibility

Updating the ESG Framework
During the year, Hayleys PLC
commenced a project to revise the
ESG Framework ensuring it is fit for
purpose for the next stage of the
Group’s journey. The development

of the framework engaged all

sector representatives to ensure
harmonisation of best practice

within the Group and embeds use

of objective criteria for determining
material matters with the aid of
readily understandable quantitative
analytics. Phase | including the
Conceptual Framework and the
Environmental Policies have been
completed with inputs from all
environment sustainability champions
in the respective sectors with the
leadership of the Group Sustainability
Division. Phase Il encompassing Social
and Governance subjects including
Risk Management will be covered in
2021/22.

WAY

@
‘ Environment

N o

STRUCTURE & FUNCTIONING OF THE
BOARD OF DIRECTORS

As a diversified conglomerate, we
need a governance structure that is

fit for purpose giving the Board line

of sight to the Group’s industrially

and geographically diverse operations
as set out on pages 98 to 169. The
Group comprises 181 companies which
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HAYLEYS PLC

181

Companies

15

Public Listed companies

32

Overseas companies located in

14

Countries

12

Sectors

includes 15 public listed companies
which are categorised in to 12 sectors.
32 of the Group companies are located
in 14 other countries which are part of
the 12 sectors. The Group’s governance
structure is set out on pages 50 to 51
together with the composition of the
Board by role, gender, skills, age and
tenure.

Board Diversity & Qualification
Profiles of the Board members and the
Group Management Committee are set
out on pages 46 to 49 while page 50
provides information on the diversity
of the Board.

EXECUTIVE
DIRECTORS

Mr. AM. Pandithage

Chairman & Chief Executive

Mr. S.C. Ganegoda

Mr. H.S.R. Kariyawasan

Mr. L.RV. Waidyaratne

Mrs. J. Dharmasena

Mr. R.J. Karunarajah

NON-EXECUTIVE

Mr. K.D.D. Perera

Co-Chairman

Dr. H. Cabral PC

Senior Independent Director

INDEPENDENT Mr. M.H. Jamaldeen
NON-EXECUTIVE
DIRECTORS Mr. MY.A. Perera
Mr. K.D.G. Gunaratne
ALTERNATE )
DIRECTOR Ms. A A.K. Amarasinghe
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Independence

The Board comprises 11 Directors

of whom 6 are Executive Directors
including the Chairman/Chief
Executive. Out of the 5 Non-Executive
Directors 4 are Independent Directors,
thereby supporting board balance.

As the role of the Chairman and Chief
Executive are combined, the Board has
appointed a Co-Chairman who is the
majority shareholder and a President’s
Counsel as the Senior Independent
Director to ensure sufficient balance of
power.

The Directors are in the opinion that
the following matters do not affect the
independence of the Directors on the
Board of Hayleys PLC as they conduct
themselves in an impartial manner on
matters deliberated to them.

® Dr H. Cabral PC served on the
Board of Hayleys PLC for a period
exceeding 9 years and is also
an Independent Non-Executive
Director of Alumex PLC.

® Mr. MY.A. Perera is the Non-
Executive Chairman of Singer
Finance (Lanka) PLC.

® Mr. M. H Jamaldeen is an
Independent Non-Executive
Director of Haycarb PLC,
Talawakelle Tea Estates PLC, Singer
(Sri Lanka) PLC, Regnis (Lanka)
PLC and Singer Industries (Ceylon)
PLC while Ms. I. Jamaldeen, an
Independent Non-Executive
Director of The Kingsbury PLC, a
subsidiary of Hayleys PLC, is the
spouse of Mr. M. H. Jamaldeen.

® Mr. KD.G. Gunaratne is an
Independent Non-Executive
Director of Regnis (Lanka), PLC,
Singer Industries (Ceylon) PLC and
Dipped Products PLC.

Nomination, Appointment &
Succession

The Nominations Committee assesses
the strategic demands of the Group
and skills and competence of the
Board to determine the need for new
appointments to the Board and makes
their recommendations accordingly.
The Board recommends directors for
appointment or re-election by the
shareholders at the Annual General
Meeting under the advisement of the
Nomination Committee. Following
details of new Directors are disclosed
on their appointment to the Colombo
Stock Exchange and selected
newspapers.

a. A brief resume of the Director

b. The nature of his expertise in
relevant functional areas

c. The names of companies in which
the Director holds directorships or
memberships in Board Committees;
and

d. Whether such Director can be
considered ‘Independent’.

The Board has the power to appoint
Directors to fill any casual vacancies
that may arise during the year. The
Articles of Association require that
Directors appointed in this manner
hold office until the next Annual
General Meeting and seek election
by the shareholders at that meeting
ensuring shareholder participation in
the election of Directors.

One third of the Directors in office
retire at each Annual General Meeting
by rotation with the Directors

who have served for the longest
period since their appointment/re-
appointment retiring first. Retiring
Directors are generally eligible for

re-election. The names of Directors
submitted for election or re-election
are accompanied or disseminated

to the CSE by a resume to enable
shareholders to make an informed
decision on their election. Provisions
of the Articles of the Company do not
require the Director who is the Chief
Executive to retire by rotation.

If the Company desires to re-appoint
any Director who is over 70 years

of age in terms of section 211 of the
Companies Act 7 of 2007, requisite
resolutions will be put before the
shareholders at the forthcoming
Annual General Meeting.

BOARD WORK & COMMITTEES
Work of Boards

The Board bears ultimate responsibility
for the performance of the Group and
is accountable to the shareholders
who receive the Annual Report

of the Company setting out the
performance of the Company.
Functions of Chairman and Chief
Executive are vested in one person
due to the diversity and scale of
operations of the Group and the Board
is of the view that this is the most
appropriate arrangement for Hayleys
PLC. The Board has also appointed
Mr. K.D.D. Perera as Co- Chairman-
Non-Executive and Dr H Cabral, PC,
Independent Non-Executive Director
functions as Senior Independent
Director to facilitate Board balance.
Company secretarial services are
provided by Hayleys Group Services
(Pvt) Ltd., who are competent
secretarial professionals registered

as company secretaries with the
Registrar of Companies. The Roles
and Responsibilities of the Board, the
Chairman and the Senior Independent
Director are given below.
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ROLE & RESPONSIBILITIES OF THE BOARD

® Ensure formulation and implementation of business
strategy

® Appointment of Chairman, Co-Chairman and
Senior Independent Director

® Ensuring that Key Management Personnel have
the required skills, experience and knowledge to
implement strategy

® Succession planning
® Approval of budgets and major capital expenditure

® Ensuring effective systems to secure integrity of
information, internal controls, business continuity
and risk management

® Ensuring compliance with all laws, regulations and
ethical requirements

® Ensuring that key stakeholder interests are
considered in corporate decisions

® Ensuring that businesses are developed in a
sustainable manner and adoption of integrated
reporting framework

® Ensuring adoption of appropriate accounting
policies and fostering compliance with financial
regulations

® Establishing a process for monitoring and
evaluation of progress on implementation of
strategy, budgets, plans and risks

® Ensuring optimal resource allocation for
sustainable value creation

ROLE OF CHAIRMAN

® Ensure that the Board is in control of the affairs of the
company
Efficient conduct of the Board Meetings

® Ensure that a there is a balance of power between
executive and Non- Executive Directors

® Ascertain views of all Directors

ROLE OF SENIOR INDEPENDENT DIRECTOR

® Set corporate values facilitating an equitable balance
between key stakeholder interests

® Uphold high standards of ethics, integrity and probity.
® Support executive leadership whilst monitoring their conduct

® Promote high standards of corporate governance and
compliance

® Meet with Non-Executive Directors at least twice a year
and Executive Directors at least once a year to facilitate
discussion and communication of governance matters and
communicate same to Chairman

® Be available to shareholders in case they have concerns
which cannot, or should not, be addressed by the
Chairman or Executive Directors

® Act on the results of any performance evaluation of the
Chairman
® Maintain sufficient contact with major, significant and

minority shareholders, assisting the Board to develop a
balanced understanding of their issues

The Board held 12 meetings during the year and attendance at these meetings and meetings of Board committees of the

Board are given below:

Directors Audit Remuneration  Nomination Related Party
Committee Committee Committee Transaction
3 3 ‘ Review
Committee
Mr. A. M. Pandithage 12/12 - - 1/1 -
Mr. K. D. D. Perera 9/12 - 1/1 1/1 -
Mr. S. C. Ganegoda 12/12 - - - 4/4
Mr. H. S. R. Kariyawasan 12/12 - - - -
Dr. H. Cabral PC 12/12 4/4 1/1 1/1 4/4
Mr. L. R. V. Waidyaratne 12/12 - -
Mr. M. H. Jamaldeen 12/12 4/4 1/1 - -
Mr. M. Y. A. Perera 12/12 4/4 1/1 - 4/4
Ms. J. Dharmasena 12/12 - - - -
Mr. R. J. Karunarajah 12/12 - - - -
Mr. K. D. G. Gunaratne 12/12 3/3 - - -
Ms. A. A. K. Amarasinghe 1/12 - - - -
(Alternate Director to Mr. K. D. D. Perera)
Total 12 4 1 1 4
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Committees

The Board is assisted in the discharge of its duties by the following committees of the Board.

Board Committee

| Areas of Oversight

| Composition

Audit Committee ® Financial Reporting Independent Non-Executive
Report of the Audit Committee is given Internal Controls Directors - 4
On pages 243 to 244 ® Internal Audit

® External Audit
Nominations Committee ® Appointment of Key Management Chairman -1
Report of the Nominations Committee Personnel Independent Non-Executive
is given on page 239 ® Succession Planning Directors - 1

® Effectiveness of the Board and its
Committees

Code of Ethics

Non-Executive Directors - 1

Remuneration Committee
Report of the Remuneration Committee
is given on page 240

Remuneration policy for Group
with particular reference to Key
Management Personnel

® Goals and targets for Key
Management Personnel

Performance evaluation
HR Policy
Organisation structure

Independent Non-Executive
Directors -3

Non-Executive Directors - 1

Related Party Transaction Review
Committee

Report of the RPTRC is given on page
242

Related party transaction policy

Disclosure of related party
transactions

Independent Non-Executive
Directors - 2

Executive Director -1

Role of Management

The Group Management Committee

is pivotal to the management of the
Group and is the apex management
committee of the Group. It is chaired
by the Chairman/Chief Executive of
the Board and comprises the Executive
Directors of the Group, the Group
Chief Financial Officer, the Head of
Group Human Resources and 7 Sector
Heads. Their profiles are set out on
pages 40 to 49 of the report. This
Committee meets weekly at present
to conduct a detailed review of the
businesses of the Group and makes
recommendations to the Board
accordingly. The minutes of the Group
Management Committee are made
available to the Board as part of the
information pack.

The Haysmart Committee appointed
with the onset of the pandemic

also comprises the same members
although the agenda is different. The
Haysmart Committee meetings started
out as daily meetings at the beginning
of the pandemic but have now reduced
to once a month as urgent issues

were addressed and performance was
stabilised.

Board Evaluation

The Chairman and Remuneration
Committee are responsible for
evaluating the performance of the
Executive Directors and Committees
through an annual self-evaluation of
its own performance. The responses
are submitted to the Chairman for
discussion at a Board Meeting. Board
evaluation criteria is given in the
adjacent box.

BOARD EVALUATION CRITERIA

® Strategies developed and
implemented

® Boardimage

® Compliance with laws and
regulations

® Quality of participation at
meetings

e Effectiveness of systems and
processes

Governance of Sustainability

The Group’s sustainability governance
is incorporated into the governance
structure on pages 50 to 51. The Group
has well established sustainability
governance structures, systems and
processes which are maturing with
increasing scrutiny and reliance on
metrics produced and issues identified
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through the Group’s non-financial
information systems. The integration

of the Sustainability function within

the Group Finance function supports
the disciplined reporting of the
information which is reviewed by the
Group Management Committee on a
quarterly basis at least. The Cube, an
in-house developed system has been in
place for the last three years and keeps
pace with the increasing demands for
reliable metrics on Environmental and
Social performance related metrics.
The sector sustainability champions are
responsible for ensuring the information
is input into the system and these

are collated and reviewed by Group
sustainability to assess the reliability of
information and to identify emerging
issues. The availability of reliable data
has enabled us to set Environmental
targets which are set out in the

Natural Capital Report on page 215.
Information on metrics relating to social
aspects are set out on in the Human
Capital Report on pages 186 to 194 and
the Social & Relationship Capital Report
on page 195 to 204. Additionally, we
have obtained assurance on the Group’s
compliance with the IR Framework

and GRI standards which are set out

on pages 393 to 394 and 391 to 393
respectively.

CONTROL ENVIRONMENT

Internal Controls

The Board is responsible for the
Group’s internal control and its
effectiveness. Internal control is
established with emphasis placed on
safeguarding assets, making available
accurate and timely information and
imposing greater discipline on decision
making. It covers all controls, including
financial, operational and compliance
control and risk management.
However, any system can ensure

only reasonable, and not absolute,
assurance that errors and irregularities
are prevented or detected within a
reasonable time.

Internal Audit

The Group’s Management Audit &
System Review Department (MA
& SRD) plays a significant role

in assessing the effectiveness of
controls and strengthening them

and establishing new controls where
necessary. The MA & SRD’s reports
are made available to the Chairman
& Chief Executive and the Chairman
of the Audit Committee. Group’s
Management Audit & System Review
Department is responsible for internal
audit functions. The Group also
obtains the services of independent
professional accounting firms other
than the statutory auditors to carry
out internal audits and reviews to
supplement the work done by the
MA & SRD. The Board has reviewed
the effectiveness of the system of
financial controls for the period up
to the date of signing the accounts.
There is a direct channel between the
Head of MA & SRD and the Chairman
of the Audit Committee without

the interference of any Directors or
Executives.

Audit Committee

The Board has established an Audit
Committee which has oversight
responsibility for considering how they
should select and apply accounting
policies, financial reporting and internal
control principles and maintaining

an appropriate relationship with the
external auditors. The composition of
the Audit Committee is as follows:

® Mr. MY.A. Perera - Chairman,
Independent Non-Executive

® Dr H. Cabral. PC - Independent
Non-Executive

® Mr. M H. Jamaldeen - Independent
Non-Executive

® Mr. K.D.G. Gunaratne - Independent
Non-Executive (Appointed w.e.f
17.06.2020)

Hayleys Group Services (Pvt) Ltd,
serves as its Secretary. The Chairman
and Chief Executive, Group CFO, Head
of Corporate Affairs Unit & Head of MA
& SRD are invited to attend meetings,
and other Executive Directors attend
meetings as required. The input of the
statutory auditors is obtained where
necessary.

57

The Audit Committee reviews the
scope and results of the audit and its
effectiveness, and the independence
and objectivity of the auditors. They
also review the nature and extent

of non-audit services provided by

the auditors to ensure that auditor’s
are able to maintain objectivity and
independence. The Terms of Reference
of the Audit Committee have been
approved by the Board. This addresses
the purpose of the Committee, its
duties and responsibilities including
the scope and functions of the
Committee which are summarised in
the Audit Committee Report on page
243 which also provides the names of
the members of the Audit Committee.

Independence of the Auditors is
disclosed in page 244 under the
section on the “ External Audits” in the
“Audit Committee Report” on page 223
to 244 of this Report.

The Audit Committee reviews internal
control issues and risk management
measures identified by MA & SRD
and evaluate the adequacy and
effectiveness of the risk management
and internal control systems including
financial reporting.

The Audit Committee of Hayleys

PLC maintains contact with Audit
Committees of the subsidiaries
through the Annual Audit Committee
Forum which brings together all Audit
Committee members of subsidiaries
to discuss emerging concerns, trends
and potential areas for improvement.
The Audit Committee chairs of the
subsidiaries are also encouraged

to escalate matters to the parent
company Audit Committee chair
where deemed appropriate.

In FY 2020/21, the Audit Committee
increased focus on inventories,
receivables, cyber risk and risk
management. MA&SRD was required
to assess inventories and receivables
to identify potential areas of concern
while cyber security controls were
strengthened with assistance of
external consultants. All sector Audit
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Committees were also required to
followed suit. Risk matrices were
reviewed with increased rigour and
expanded to include impacts from

the pandemic. Financial reporting
processes were improved with the
implementation of the SAP Business
Planning and Consolidation module,
strengthening accuracy and timeliness
of financial reporting.

Risk Governance

A separate report on Risk Management
on pages 85 to 94 provides insightful
information on the Group’s governance
of risk.

Compliance

The Group’s policy framework
facilitates compliance with regulatory
requirements and voluntarily adopted
standards of best practice and which
are verified by MA & SRD. The Group
also has a whistle-blowing policy in
place which is clearly communicated
to all employees and the Audit
Committee and Board receive
information in this regard. There were
no whistles blown during the year
under review.

GROUP IT POLICY

GROUP INFORMATION

External Audit

The Audit Committee reviews

the independence, the skills and
experience and the work of the
external auditors annually and
recommends appointment accordingly
to the Board. The Audit Committee
also monitors non-audit work done

by the external auditors to ensure
their independence. The Report of
the Board of Directors provides the
nature of non-audit work carried out
by the external auditors for the entire
Group together with the amounts paid
for services. Further details of work
undertaken by the Audit Committee
are set out in the Report on the Audit
Committee on pages 243 to 244.

Internet of Things & Cybersecurity
The Board has identified the need

for management of IT and cyber risk
which is now the responsibility of

an Executive Director of the Group.
During the year under review, the
Group Head of IT was tasked with
implementing the Group IT policy and
the Group Information Security Policy
under the supervision of the Group
Director while liaising with the Group
companies to facilitate implementation
at entity level. Coverage and scope of
related Group policies and guidelines
are given below.

SECURITY POLICY

® Group Connectivity ® Protection of information ®
Access requirements/ from unauthorised access ® Password Protection
Resource utilisation ® Confirmation of Standards

® Individual Sector information ® Email Usage
Networks/System ® Confidentiality, availability e Internet Usage
M i i f L

anagement gnfd mtegrlty le) - Meriterie

® Backup & Recovery/ information e Enforcement
Software Modification ® Regulatory requirements

® IT Equipment & ® Business continuity plans

Software & Third Party
Involvement

® [T Assets & Media °
disposal and
procurement

® Responsibility for
Adherence

Information security
training

Reporting breaches of
information security

® |IT policy embedded in

to employee induction
programme

ACCEPTABLE IT USE

Acceptable IT Use )

2020/21 HIGHLIGHTS

® The Group commissioned a
review of Cybersecurity and
other IT Risks by an external
consultant

® Appointment of Group
Information Security Deputy
General Manager on 1st April
2021

IT and Cybersecurity is an agenda

of the monthly Group Management
Committee meetings with matters
escalated to the Board where deemed
necessary considering risk, impact
and other prudential measures. IT
and Cybersecurity formed part of

the Group’s annual statutory audit of
financial statements.

An external consulting firm was
engaged to conduct a cybersecurity
review of the parent company and all
sector audit committees followed suit
as the level of cyber threats escalated
and employees were compelled

to work remotely. Following their
recommendations, a Group Information
Security Deputy General Manager was
recruited on 1st April 2021 to function
as the Group CISO.

WEB USE

Guidelines for web
hosting

® Guidelines for secure
web development

® Enforcement
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UPHOLDING RIGHTS OF
SHAREHOLDERS

The Board has well established
procedures in place to ensure

fair treatment of all shareholders.
Quarterly financial statements with
an accompanying review, the annual
report, timely announcements to
the Colombo Stock Exchange of
price sensitive information and press
releases ensure that all shareholders
have access to price sensitive
information. The Annual General
Meeting is the main forum for
engaging with shareholders and the
Group has a history of well attended
shareholder meetings. Further, a
track record of setting benchmarks
for corporate reporting affirms the
Group’s commitment to disclosure and
transparency.

Assurance on financial statements,
sustainability information and
compliance with the Integrated
Reporting Framework supports the
reliability of the information contained
in the annual report which provides
comprehensive information on relevant
matters to the shareholders. The
Reports and other information are
available on the Company’s website
and price sensitive information is

also available on the Colombo Stock
Exchange website.

Ownership & Control

Information on the twenty largest
shareholders are given on page 379.
Mr.K.D.D.Perera owns 51.01% of the
Company and is the Co-Chairman
reflecting his interests in the affairs of
the Group.

Rights of Minority Shareholders
Individual investors are encouraged

to carry out adequate analysis or

seek independent advice in investing
or divesting decisions. They are also
encouraged to participate in General
Meetings of companies and exercise
their voting rights. Information is
disseminated to all shareholders. Any
information that the Board considered

as price sensitive is disseminated

to the shareholders by way of
announcements to the CSE and press
releases by either the Chairman and
Chief Executive or the Company
Secretaries as appropriate.

There are meetings with shareholders
(based on their requests) on matters
which are relevant and of concern to
the general membership. Voting of the
shareholders is critical in carrying out a
resolution at the AGM.

Remuneration

The Remuneration Committee
determines the remuneration of

the Chairman/Chief Executive and
the Executive Directors and sets
guidelines for the remuneration of
the management staff within the
Group. The Report and summarised
terms of reference the Remuneration
Committee Report are set out on page
240. The Remuneration Committee
comprises the following Non-
Executive Directors and the Chairman
of this committee is appointed by the
Board.

® Dr H. Cabral, PC - Chairman,
Independent Non-Executive

® K.D.D. Perera - Non-Executive

® M.H. Jamaldeen - Independent
Non- Executive

® MYA. Perera -Independent
Non- Executive

The Board as a whole determines the
remuneration of the NED’s who receive
a fee for being a Director of the Board
and additional fee for being a member
of a Committee. They do not receive
any performance related/ incentive
payments. Remuneration Committee
consults the Chairman about its
proposal relating to the remuneration
of other Executive Directors and have
access to professional advice from
within and outside Hayleys PLC, in
discharging their responsibilities. No
Director is involved in deciding his own
remuneration.
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Level & Make Up of Remuneration
The Remuneration Committee
determines the combination of
remuneration needed to attract,

retain and motivate Executive
Directors of the quality required

to achieve corporate goals. The
Remuneration Committee ensures
that the remuneration of executives
of each level of management is
competitive and in line with their
performance. Surveys are conducted
as and when necessary to ensure that
the remuneration is competitive with
those of comparative companies. The
Remuneration Committee reviews data
concerning executive pay among the
Group Companies.

A performance based incentive has
been determined by the Remuneration
Committee to ensure that the total
earnings of the executives are aligned
with the achievement of objectives
and budgets of the Group companies.
Presently the Group does not have an
Executive Share Option Scheme. The
Remuneration Committee follows the
provisions set out in Schedule D of
the Code as required. No special early
termination clauses are included in the
contract of employment contract of
Executive Directors that would entitle
them to extra compensation. However,
any such compensation would be
determined by the Board of Directors.

Remuneration for Non-Executive
Directors reflect the time commitment
and responsibilities of their role, taking
into consideration market practices.
Non-Executive Directors are not
included in share options as there is no
scheme in existence.

The Report of the Remuneration
Committee is set out on page 240
which includes a statement on
Remuneration Policy. Please refer
page 290 for the total Directors’
Remuneration.
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Investor Relations

The Chairman ensures the views of
the shareholders are communicated
to the Board as a whole. Discussions
are held with Institutional Investors,
involving the Chairman, and other
Executive Directors where necessary.
This process is supported by the
Strategic Business Development
Unit and the Corporate Affairs Unit.
During these meetings, the Directors
ensure protection of share price
sensitive information that has not
been made available to the company’s
shareholders. The Institutional
Investors are encouraged to give
due weight to all relevant matters
relating to the Board structure and
composition.

Related Party Transactions

The Related Party Transactions
Review Committee of the company
has oversight responsibility for related
party transactions. The Committee
composition is given on page 242 and
comprises of two Independent Non-
Executive Directors and one Executive
Director. Additionally, the Chairman
of the Committee is an Independent
Non- Executive Director appointed by
the Board. Its operations comply with
the requirements of the CSE Listing
Rules and LKAS 24. The committee
has a written Terms of Reference and
procedures set in place to facilitate
discharge of the following duties:

. Establishing a procedure for

documenting related parties

. Obtaining a statement of related

party interest on a quarterly basis,
in the event of change in status
and prior to entering in to any
transaction that comes within

the definition of a related party
transaction

. Provision of a list of related

parties to Key Management
Personnel related to their areas of
responsibility

. Process for KMPs to capture and

report any related party transaction

. A procedure to identify and

Directors to report recurrent

and non-recurrent related party
transactions and obtain Board or
shareholder approvals as required
by CSE listing Rules

Guideline and procedure to facilitate
KMP dealings with recurrent related
party transactions

. A procedure and definition of

disclosures that are required to be
made on an annual basis, those
requiring immediate disclosure,
those requiring shareholder
approval and those requiring
shareholder approval by special
resolution at an extra- ordinary
general meeting

h. A process to identify related party
transactions requiring immediate
disclosure as per CSE Listing Rules
and to ensure that disclosures are in
accordance with the same

The Company Secretaries maintain a
permanent record of such statement,
submissions, approvals and minutes.
The Committee ensures that the
Board is updated on the activities

of the committee and also review
and recommend the related party
disclosures to be included in the
Annual Report of the Company.

GOVERNANCE OF STAKEHOLDER
ENGAGEMENT

Stakeholder engagement is a pre-
requisite for sound corporate
governance and the Group has a sound
stakeholder engagement framework
which is set out on pages 72 to 74 of
this report. The Board has also put

in place grievance mechanisms for
workers and affected communities

to raise their concerns without fear

of reprisal. These, and concerns of
regulators are regular items on the
Board agenda even if there is a nil
report to ensure that such matters

are brought to the attention of the
respective Boards and escalated to the
Group Audit Committee.

Compliance with the Code of Best Practice on Corporate Governance issued by CA Sri Lanka

Code Ref.

Compliance and Implementation

Compliance

A. DIRECTORS

Al An effective Board
should direct, lead and
control the Company

The Board meets on a monthly basis and attendance at meetings is v
given on page 55. Board packs are circulated one week prior to the
Board meeting and typically include the following information:

A1l Regular meetings, «  Financial and operational information including progress on agreed v

structure and process of
submitting information

Key Performance Indicators and information on the external
operating environment;

* Financial statements for the relevant quarter and year to date
together with comparatives for the corresponding period of the
previous financial year and budgets;

» Forecast performance for the financial year
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Code Ref. Compliance and Implementation Compliance

A description of key risks including an assessment of their impact v
and likelihood of occurrence, assessment of the previous quarter,
how the risks are managed and those accountable for monitoring or
managing risk;

* Operational and financial compliance statements confirming
regulatory compliance and other matters considered necessary in
accordance with policies of the Group and Board.

* These statements include information regarding breaches of internal
controls or fraud detected during the period together with any
action taken or confirm the absence thereof;

* Report on number of calls to whistle blowing line or a confirmation
that there were no calls recorded

* Information on human resources and capital expenditure

* Share trading of the Company and related party transactions by key
management personnel

»  Documents to which the company seal has been affixed to

* Resolutions on other matters referred to the Board

Al2 Role & The Role and Responsibilities of the Board are inset on page 55 and v
Responsibilities of the encompass those set out in the Code.

Board

Al13 Actin Accordance The Board has set in place a framework of policies set out on pages v
with laws 85 to 94, procedures and a risk management framework to ensure

compliance with relevant laws, and international best practices with
regards to the operations of the Group. Directors have the power to
obtain independent professional advice as deemed necessary and these
functions are co-ordinated by the Group Legal Department or Group
Finance, as and when it is necessary.

Al4 Access to advise All Directors have access to the advice and services of the Company v
and services of Company  Secretarial function provided by Hayleys Group Service (Pvt) Ltd which
Secretary is responsible for ensuring follow up of Board procedures, compliance

with rules and regulations, directions and statutes, keeping and
maintaining minutes and relevant mandatory records of the Group.

Hayleys PLC has obtained insurance cover for the Board of Directors and
key management personnel.

A15 Independent Directors bring independent judgment to bearing on decisions taken by v
judgement the Board on issues of strategy, performance, resources and business
conduct. Composition of the Board ensures that there is a sufficient
balance of power and contribution by all Directors. Many of the Board
members are professionals who are required to conform to professional
codes of conduct which require the exercise of independent judgement
in discharge of their duties.
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Code Ref.

Compliance and Implementation

Compliance

A1.6 Dedicate adequate
time and effort to matters
of the Board and the
Company

Dates of regular Board meetings and Board Sub-Committee meetings
are scheduled well in advance and the relevant papers are circulated
a week prior to the meeting giving sufficient time for review. There is
provision to circulate papers closer to the meeting on an exceptional
basis.

It is estimated that Non-Executive Directors dedicate not less than 12
days per annum for the affairs of the Group and those Directors who are
also on Audit Committee dedicate a further 4 days for the affairs of the
Group.

In addition, they are available for any adhoc meetings or discussions at
any time.

A7 Calls for resolutions

Any Director can call for a resolution to be presented to the Board if
deemed necessary.

A1.8 Board induction and
Training

Directors recognise the need for continuous training and expansion of
their knowledge and skills to effectively discharge their duties and are
encouraged to attend sessions of the Sri Lanka Institute of Directors
and other corporate forums on relevant matters. As independent
professionals, many of the Directors also conform to Continuing
Professional Development requirements of their respective professional
organisations. Board members are also given insights in to regulatory
changes that may impact the industry at Board meetings.

Audit Committee members receive updates on regulatory changes
relating to matters entrusted to the Committee on a semi-annual basis
to ensure that they are updated on regulatory requirements impacting
reporting and risk management processes. They are also given insights
in to organisation wide initiatives to strengthen internal controls, risk
management and financial reporting processes at the same meetings.

A.2 Chairman & Chief
Executive Officer

Functions of Chairman and Chief Executive are vested in one person as
the Board is of the opinion that it is the most appropriate arrangement
for Hayleys PLC considering the diversity and size of the Group. The
Board has also appointed Mr. K.D.D. Perera as Co-Chairman and Dr

H Cabral, PC, who is a Non-Executive Director functions as Senior
Independent Director to facilitate Board balance.

A.3. Chairman’s role
in preserving good
corporate governance

See Role of Chairman in Corporate Governance Report.
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Code Ref. Compliance and Implementation Compliance
A.3.1 Conduct of Board The Chairman ensure the following: v
Meeti : ) :
eetings a. Development of an appropriate agenda for Board meetings with the
Company Secretaries taking in to consideration recommendations
of the Directors, Best Practices in Corporate Governance, regulatory
and other compliance requirements, and business needs of the
company including performance review, resource allocation and risk
management
b. Sufficiency of information in Board packs and timely availability of
the same
c. Induction programmes for newly appointed Directors to acquaint
them with their duties and responsibilities and Corporate Governance
structure of the Group
d. Effective participation of Executive and Non-Executive Directors,
e. Directors are encouraged to seek additional information necessary
to engage in discussion of agenda items and to request inclusion of
matters of concern on the agenda
f. Sufficient balance of power between Executive and Non-Executive
Directors
g. Views of directors are obtained and the minutes reflect the
deliberations of the Board
h. h. Board’s control of the affairs of the company and its obligations
to shareholders and stakeholders
A.4 Availability of financial = Refer Principle A.4. in Corporate Governance Report.
acumen
A.5 Board Balance There are only five Non-Executive Directors and hence, Executive v

Directors form the majority of the Board. The Board is reviewing this
new requirement at present with a view to compliance with the same.

A.5.1 Majority of
Non-Executive Directors

Of the 5 NEDs, 4 are independent of any material business relationships
subject to the disclosure made on page 54.

The specialist

skills required for
managing the
diverse interests of
the Group requires a
sufficient number of
Executive Directors

A.5.2 If only 3 NEDs, they
should be independent

Independent Directors are independent of management and free of
business dealings that may be perceived to materially interfere with the
exercise of their unfettered and independent judgement.

The Chairman holds a meeting at least once a year with only the NEDs
without the presence of the Executive Directors. Directors’ concerns
regarding matters which are not resolved unanimously are recorded in
the minutes.

v

A.5.3 Independence of
Directors

The Board determines the independence of Directors on an annual basis
based on annual declarations submitted by the Directors and other
information based on the requirements of the Code as set out in A.5.5.
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CORPORATE GOVERNANCE

Code Ref.

Compliance and Implementation

Compliance

A.5.4 Annual declaration
by Directors

A.5.5 Annual determination
of independence

The Board determines the independence of Directors on an annual basis
based on annual declarations submitted by the Directors and other
information based on the requirements of the Code as set out in A.5.5.

A.5.6 Alternate Directors

Ms. A.A.K. Amarasinghe act as an alternate Director to Mr.K.D.D.Perera in
line with the Articles of Association of the Company and the CSE listing
rules.

A5.7 & A.5.8 Senior
Independent Directors

Dr. H. Cabral PC has been appointed as Senior Independent Director as
disclosed in Al in the Corporate Governance Report. The role has being
expanded to 2 meetings, a year with NEDs and 1 meeting with Executive
Directors on governance matters and communicating matters discussed
to the Chairman.

A.5.9 Annual In camera
meeting with NED

The Chairman holds a meeting with only Non-Executive Directors at
least once a year.

A.5.10 Recording of
dissent in minutes

Directors’ concerns on matters which have not been resolved
unanimously are recorded in the Board minutes and Directors have the
opportunity to review minutes

A.6. Supply of Information

The Chairman ensures that all Directors are briefed on issues arising at
Board Meetings by requiring management to provide comprehensive
information including both quantitative and qualitative information for
the monthly Board meetings 7 days prior to the Board/Sub-Committee
meetings. The Directors have free and open access to Management at
all levels to obtain further information or clarify any concerns they may
have. They also have the right to seek independent professional advice
at the Company’s expense and copies of advice obtained in this manner
are circulated to other Directors who request it. Any Director who
does not attend a meeting is updated on proceedings prior to the next
meeting through:

*  Formally documented minutes of discussions.
* By clarifying matters from the Board Secretary.

* Separate discussions at start of meeting regarding matters arising for
the previous meeting.

* Archived minutes and Board papers accessible electronically at the
convenience of the Directors.

Directors also have an open invitation to attend the meetings of the
Management Committees and can interact with Senior Management
after Board meetings. Directors are provided with monthly reports on
performance, minutes of review meetings and such other reports and
documents as necessary. Minutes of meetings are circulated with the
Board packs for the next monthly meeting within the agreed time.

A.7. Appointments to the
Board & reelection

A.8 Directors to submit
themselves for re-election

Refer Nomination, Appointment & Succession in Corporate Governance
Report on page 54.
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Code Ref.

Compliance and Implementation

Compliance

A.9 Appraisal of Board & The Chairman and Remuneration Committee are responsible for v
Committee Performance evaluating the performance of the Executive Directors and Committees
through an annual self-evaluation of its own performance. The responses
are submitted to the Chairman for discussion at a Board Meeting. Board
evaluation criteria are given in the adjacent box.
AJO.Annual Rep'olrt | Page v
to disclose specified |
) : : - Reference
information regarding ,
directors Profiles of Board members 40 to 45
Membership of sub-committees and attendance at Board 40 to 45
and Subcommittee meetings
Remuneration paid to directors 290
Related party transaction and other business interests 358 to 365
Names of listed companies in Sri Lanka in which they 40 to 45
serve as directors
Al Appraisal of the CEO Prior to the commencement of each financial year, the Board in v
consultation with the Chairman & Chief Executive, set reasonable
financial and non-financial targets which are in line with short, medium
and long-term objectives of Hayleys, achievement of which should be
ensured by the Chairman & Chief Executive. A monthly performance
evaluation is performed at which actual performance is compared to the
budget. The Chairman & Chief Executive is responsible to provide the
Board with explanations for any adverse variances together with actions
to be taken.
DIRECTORS’ REMUNERATION
B.1. Establish process Refer Remuneration on page 240 v
for developing policy on
executive and director
remuneration.
B.2. Level & Make Up of Refer Level & Make Up of Remuneration on page 240 v
Remuneration
B.3 Disclosure of The Report of the Remuneration Committee on page 240 provides a
remuneration statement on Remuneration Policy. The total for Directors’ Remuneration
is given on page 290
RELATIONS WITH SHAREHOLDERS
CJ1. Constructive use of Refer Upholding rights of shareholders on page 59 v
the AGM & Other General
Meetings
C.2. Communication with v
shareholders
C.3. Disclosure of major  Transactions, if any, which materially affect the net asset base of Hayleys v

transactions

PLC, will be disclosed in the Quarterly / Annual Financial Statements.
During the year, there were no major transactions as defined by Section
185 of the Companies Act No O7 of 2007 which materially affect the

asset base of Hayleys PLC or consolidated Group asset base

Hayleys PLC

Annual Report 2020/21
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CORPORATE GOVERNANCE

Code Ref. Compliance and Implementation Compliance
ACCOUNTABILITY & AUDIT
D1 Accountability & audit . The Board recognises its responsibility to present a balanced v

and understandable assessment of the Group’s financial position,
performance and prospects in accordance with the requirements of
the Companies Act No 07 of 2007. The Financial Statements included
in this Annual Report are prepared and presented in accordance with
Sri Lanka Accounting Standards. The Annual Report also conforms to
the G4 standard on Sustainability Reporting published by the Global
Reporting Initiative and the Integrated Reporting Framework published
by the International Integrated Reporting Council.

Hayleys PLC has complied with the reporting requirements prescribed
by the Colombo Stock Exchange.

The following specialised information requirements are also included in
this Annual Report:

* The Business model - on pages 98 to 169.

* Operating environment - on pages 96 to 97.
*  Opportunities & Threats - on pages 85 to 94.
* Risk Management - on pages 85 to 94.

* Stakeholder relationships on pages 72 to 73.
* The Capitals Report on pages 174 to 225.

*  The Annual Report of the Board of Directors on the Affairs of the
Company given on pages 228 to 236 cover all areas of this section.

* The “Statement of Directors’ Responsibilities” is given on page 241.

* The Directors’ Statement on Internal Controls is given on page 238.

*  The “Independent Auditors’ Report “on pages 246 to 249 For the
Auditor’s responsibility.

* The Financial Capital Review, the Value Creation Report on pages 174
to 181 and 70 to 71.

There has been no serious loss of capital to convene an EGM in terms of
the Companies Act.

D.2. Risk Management & Refer Control Environment on page 85 to 94
Internal Control

D.3. Audit Committee Refer Audit Committee on pages 243 to 244 v
D.4 Related Party Refer Related Party Transactions on page 242 v
Transactions Review

Committee

D.5. Code of Ethics Refer the Hayleys Way on pages 52 to 53 v
D.5 Corporate Governance The Corporate Governance Report from pages 50 to 68 and this v
Disclosures Annex |I: Compliance with the Code of Best Practice on Corporate

Governance complies with the requirement to disclose the extent of
compliance with the Code of Best Practice on Corporate Governance as
specified in Principle D5.

E. Institutional Investors Please refer Investor Relations on pages 72 to 73 v
and Other Investors
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Code Ref.

Compliance and Implementation

Compliance

E.1 & F Encourage voting Shareholders are encouraged to participate at the AGM and vote on v
at AGM matters set before them and Hayleys PLC has a track record of a high
level of participation at its Annual General Meetings. All shareholders
are encouraged to participate and vote at the same.
E.2 Evaluation of All shareholders are provided sufficient information to facilitate and v
Governance Disclosures encourage effective shareholder participation including governance
matters.
INTERNET OF THINGS & CYBERSECURITY
G.1 Identify connectivity This function was complied with by the Group Head of IT for the year
and related cyber risks under review.
G.2 Appoint a CISO A Group Information Security Deputy General Manager was recruited on
and allocate budget to 1st April 2021
implement a cybersecurity
policy
G.3 Include cyber security It is a regular agenda item on the Board agenda
in Board agenda
G.4 Obtain periodic A firm of external consultants were engaged to review the effectiveness v
assurance to review of the Group’s cybersecurity risk management during the year.
effectiveness of
cybersecurity risk
management
G.5 Disclosures in Annual Please refer Internet of Things & Cybersecurity on page 58 v
Report
ENVIRONMENT, SOCIETY & GOVERNANCE
H Sustainability Reporting = Sustainability principles are embedded in our business operations v

and considered in formulating our business strategy and reported in
a holistic manner throughout this report. Information required by the
Code is located as follows:

Principle 1 - Reporting of Economic Sustainability on pages 226 to 227

Principle 2 - Reporting on the Environment on pages 213 to 225 of the
Capital Management Report

Principle 3 - Reporting on Labour Practices on pages 186 to 194 of the
Capital Management Report.

Principle 4 - Reporting on Society on pages 195 to 204 of the Capital
Management Report.

Principle 5 - Reporting on Product Responsibility on page 196 of the
Capital Management Report.

Principle 6 - Reporting on Stakeholder identification, engagement and
effective communication on pages 72 to 73.

Principle 7 - Sustainable reporting on pages 80 to 84.
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CORPORATE GOVERNANCE

Compliance With CSE Continuing Listing Rules

CSE Rule

Reference

Status

. Corporate Governance Principles Compliance  Hayleys’ Extent of Adoption

710.1(a) Non-Executive Directors Compliant Five out of eleven Directors are NEDs
710.2(a) Independent Directors Compliant Four out of Five Non-Executive Directors are Independent
710.2(b) Independent Directors Compliant All NEDs have submitted their confirmations on
Independence as per the criteria set by Hayleys PLC, which
is in with the regulatory requirements.
710.3(a) Disclosure relating to Directors Compliant The Board assessed the independence declared by
the Directors and determined the Directors who are
independent and disclosed same in item on pages 53 to 54.
710.3(b) Disclosure relating to Directors Compliant The Board has determined that all Non-Executive
Directors except for Mr. K.D.D Perera satisfy the criteria for
“independence” set out in the Listing Rules.
710.3(c) Disclosure relating to Directors Compliant Please refer pages 40 to 45 for the brief resume of each
Director.
710.3(d) Disclosure relating to Directors Compliant Disclosed the appointments of new Directors to the
Colombo Stock Exchange to be disclosed to the public.
Brief resumes of the Directors appointed during the year
have been provided to the Colombo Stock Exchange.
710.5 (a) Composition of Remuneration Compliant Please refer the Remuneration Committee Report on page
Committee 240 and Principles Bl to B3 on page 59 of this Corporate
Governance Report.
710.5(b) Functions of Remuneration Compliant The remuneration paid to Directors is given in note 10 to the
Committee financial statements on page 290.
710.5(c) Disclosure in the Annual Report Compliant
relating to Remuneration
Committee
710.6(a) Composition of Audit Committee  Compliant Refer Audit Committee Report on pages 243 to 244.
710.6(b) Audit Committee Functions Compliant
710.6 (c) Disclosure in the Annual Report Compliant
relating to Audit Committee
9.21& 9.2.3 Related Party Transactions Review = Compliant The Functions of the Committee are stated in the Report
Committee of the Related Party Transaction Review Committee in
page 242.
922 Composition Compliant Please refer the Report of the Related Party Transaction
Review Committee in page 242.
924 Related Party Transactions Review Compliant Met 04 times during the Financial year 2020/21.
Committee Meetings
9.31 Immediate Disclosures Compliant Please refer Note 38 of the Notes to the Accounts on pages
356 to 359.
9.32(a) & Disclosure of Non-Recurrent Compliant Please refer Note 38 of the Notes to the Accounts on pages
(b) and Recurrent Related Party 356 to 359.
Transactions
9.3.2(C) The Report by the Related Party Compliant Please refer the Report of the Related Party Transaction
Transaction Review Committee Review Committee on page 242.
9.3.2(d) A Declaration by the Board of Compliant Please refer the Annual Report of Board of Directors for an

Directors

affirmative statement of compliance of the Board on pages
228 to 236.
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Strategies To Unlock Value

AN EXCEPTIONAL
PROCESS

The secret to survival is adaptability in the face of change, and that's why, at Hayleys, our processes are
designed and structured to ensure we optimise performance and prioritise stakeholder needs at all times.

The pages in this section detail what we consider material to our organisation - defining how we manage
our activities and mitigate risks to ensure long-term value creation.

The malleefowl! creates its nest in the ground. In order to protect its eggs and insulate them against external forces, the
malleefowl! covers them with a mound of soil. It regulates and monitors the nest’s conditions to ensure survival, with the
overall temperature maintained by increasing or reducing soil levels in accordance with external dynamics.
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VALUE CREATION MODEL

CAPITAL INPUTS

®
Ceiancin capma (Y

Shareholders’ funds:
Rs. 75.20 bn

Debt: Rs. 114.46 bn

Page 174 @

Manufacturing plants
05 countries

Property, plant and equipment
including buildings, machinery &
equipment and vessels:

Page 182 @

Rs. 50.24 bn
HUMAN CAPITAL Q&@Q};
30,765 employees

Skills, value and industry insights

Organisational culture- Hayleys Way

Page 186 @

SOCIAL & RELATIONSHIP @
CAPITAL )

Customer relationships:
>1.6 mn

Supplier relationships:
18,700 suppliers

Community relationships Page 195 @

o
INTELLECTUAL CAPITAL 4 '

Our brand
Innovation capabilities
Systems, processes and standards
Organisational capital
Page 205 @

Energy consumption: 4.03 mn MJ

Page 213 @

NATURAL CAPITAL

Land extent: 428.58 acres
Water use: 5.33 m*mn

Raw materials

VISION:

TO BE SRI LANKA’S CORPORATE INSPIRATION AT ALL TIMES

Profitable
Growth

Innovation and
Digitalisation

fm

ECO
SOLUTIONS

Page 98 @

CONSTRUCTION
MATERIALS

Page 122@

LEISURE

Page 146 @

Value chain &

Customer

Community Focus

Development

@

| HAND PROTECTION

Page 104 @

¥

PLANTATIONS

Page 128 @

OUR PORTFOLIO

T

Page 110 @

Page 134@

| INDUSTRY INPUTS, |

| POWER & ENERGY |

PURIFICATION

O\

AGRICULTURE

TRANSPORTATION
AND LOGISTICS

Page 158@

GROUP STRATEGIC PRIORITIES

Inspired & Climate
Dedicated Action
Team

o

TEXTILES

Page 116 @

=
0
=

CONSUMER
& RETAIL

Page 140 @

|
|

OTHERS

Page 164 @

FACTORS DRIVING OUR STRATEGY

Exchange rate dynamics
Interest rate trends
Economic growth
Disposable income

Policy direction and
stability

Regulatory
developments

Skilled labour
Health and safety

Population growth and
urbanisation

Agricultural supply
chains and livelihoods

Changes in consumer
behaviour

Implications of climate
change

Water scarcity

Degradation of natural
resources

Increasing energy costs
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OUTPUTS
CeinanciaL capa (O]

\

+Revenue: Rs.241.28 bn
+Profit-after-tax: Rs.14.05 bn
+Dividends paid: Rs. 975 mn

MANUFACTURED CAPITAL @

Activated carbon
* Protective handwear
* Tea and Rubber
* Fabrics
* Fibre-based products
e Agricultural products
e Aluminium profiles
* Consumer durables
* Renewable energy

HUMAN CAPITAL Q@

+Payments to employees: Rs. 30.51 bn

+Investment in training: Rs.18 mn

SOCIAL & RELATIONSHIP @
CAPITAL

+Investment in CSR: Rs. 292 mn

+Payments to suppliers:
Rs.145.50 bn

+Investment in supplier
development: Rs.47 mn

INTELLECTUAL CAPITAL {

+Investment in R&D: Rs.201 mn
+New products launched: 349
+Products in the pipeline: 107

NATURAL CAPITAL @@)

-Solid waste generated: 16,521 MT
-Water consumption: 5.33 m®mn
-Energy usage: 4.03 mn MJ
-Emissions: 204,501 tCO e

OUTCOMES

SHAREHOLDERS é

Sustainable shareholder returns
commensurate with the risk
undertaken

Page 180 @

O
EMPLOYEES 9

Attractive rewards and opportunities
for skill and career development
in a conducive work, dynamic and
inclusive environment

Page 186 @

Access to innovative, high-quality
products which are manufactured
through sustainable practices
coupled with excellent customer

service
Page 196 @

SUPPLIERS & BUSINESS
PARTNERS =

Business growth driven by continued
demand for products/services and
transfer of knowledge

Page 197 @

iig

Contribute towards job creation,
socio-economic growth and
government revenue through tax

contributions
Page 227 @

COMMUNITIES l@

Fulfilment of community needs
leading to an improved standard of
living

page 199 @

SOCIO-ECONOMIC IMPACTS

Through our diverse, deep-rooted
supply chains and export-oriented
businesses we support socio-
economic empowerment while
generating foreign exchange income,
which accounts for 4.2% of Sri
Lanka'’s total export income.

1% 4 o g s I 11 o
R B s I 10 385
s !ﬂ [ i G

ENVIRONMENTAL IMPACTS

We are committed to reducing

the environmental impacts of our
operations and achieving sustained
reductions in the carbon footprint.

e 64% reliance on renewable
energy

e 41% carbon footprint offset
through renewable energy
generation

e 9% sustainable water
sourcing

e >44,500 trees planted

§ Cuw 13 s 15 4
ANDSANTATION AcTON o

] i2d B
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STAKEHOLDER ENGAGEMENT

Understanding and effectively responding to the diverse needs of ours stakeholders is vital in delivering shared value and
ensuring the Group’s long-term sustainability. At Hayleys PLC, stakeholder engagement is an ongoing discipline, facilitated
through numerous formal and informal mechanisms. Given the depth and diversity of our stakeholder relationships, the Group

|dentification of
stakeholders

HOW WE

:’@J LISTEN

Prioritise
stakeholders
depending on their
ability to impact our
value creation process
the impact of our

decisions
WHAT OUR
STAKEHOLDERS
CARE ABOUT
Conduct
engagement
(formal and
informal)

at Sector level

L, STAKEHOLDER
IMPLICATIONS
J OF COVID-19

HOW WE

@lj RESPONDED

Prioritise
feedback

STRATEGIC
< ) RELEVANCE

&

531 institutional shareholders
and 8,848 retail shareholders

* Annual General Meeting

* Quarterly financial results
released to the CSE

*+ Investor road shows when
required

+ Ongoing engagement with
investment analysts, stock
brokers and media

» Corporate website (ongoing)

* Press releases through the CSE
(ongoing)

» Sustainable returns
commensurate with the risk
undertaken

» Strategic agenda and progress
against strategy

» Corporate Conduct and
governance

* Proactive risk management
practices

* Macroeconomic environment and
potential impacts on the Group

+ Resilience of the business
to challenges stemming
fromm COVID-19 and agility of
strategy

* Health standards in place to
ensure safety of employees

* Impacts on financial
performance and stability

Communicate all material
information on a timely basis
through the Colombo Stock
Exchange.

Profitable growth, Innovation and
digitalisation.

Page 180 (@)

STAKEHOLDER SHAREHOLDERS é CUSTOMERS ‘
GROUP
A

Our customer base comprlses
individuals, SMES and corporates
in Sri Lanka and across the world

« Customer interaction at contact
points (ongoing)

* Engagement with marketing
teams (ongoing)

« Periodic customer satisfaction
surveys in certain sectors

* Print and electronic media
publications as and when
required (ongoing)

« Continued availability of
products and easy accessibility

« Value for money

* Good customer service at all
contact points

* Product innovation

* Product knowledge and
attitude of employees

* Responsible products and
marketing

« Continued availability of
products

« Accessibility through digital
platforms

* Flexibility in payment terms

All Sectors maintained a
high-level of engagement with
customers with ongoing focus on
innovation, product quality and
customer service

Customer Focus

Page 196 (@)
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prioritises its stakeholder relationships, based on the those who could potentially have the most significant impact on our
ability to create value. The stakeholder engagement process is as follows:

30,765 employees

Digital engagement (ongoing)

* Performance appraisals
(annual)

» Periodic satisfaction surveys

» Periodic staff meetings

* Year-round event calendar
including work life balance
initiatives, sports activities and
cultural activities; these events
were curtailed during the year,
given restrictions on gatherings

+ Annual award schemes

» Attractive remuneration
schemes

* Opportunities for talent and
skill development

+ Career progression
opportunities

Injury-free, safe working
environment

+ Freedom of association

* Work-life balance

» Concerns on job and financial
security

Safety standards implemented
across operating locations

» Concerns on the Group’s
financial performance and
sustainability

As employees adapted to new
ways of working, we strengthened
engagement through digital
channels, adopting measures to
ensure the physical and mental
well-being of employees

Inspired and dedicated team

Page 186 (@)

Our business sectors have

deep linkages with an extensive
network of suppliers and business
partners

* Supplier development initiatives
(ongoing)

* Periodic supplier reviews and
assessments

* Periodic meetings and written
communication

« Community engagement
initiatives (ongoing)

* Secure demand

« Fair and transparent pricing
* Ease of transacting

« Continuity of relationship

« Transfer of technical knowledge

« Liquidity pressure given
disruptions to supply chains

« Sustainability of demand from
the Group given implications
on business volumes

Strengthened supplier
relationships through ongoing
engagement, with proactive
measures taken to ensure
continuity of supplier operations

Value Chain and Community
Partnerships

Page 197 (@)

O SUPPLIERS & BUSINESS [BIECH GOVERNMENT
laaRg 8 PARTNERS = /

We engage with a number of
regulators through our diverse
business sectors.

* Ongoing regulatory reporting
in certain sectors

* Consultations and meetings
when required

* Announcements to the CSE
when required

» Compliance to all relevant
regulations, directions and
guidelines

* Maintain regular and
transparent commmunications

» Contribute positively to
the economy, society and
environment

* Support the achievement of
macro-economic objectives

* Compliance to all relevant
health and safety regulations

* Ensuring continuity of
operations

The Group maintains a close
and transparent working
relationship with its regulators,
to ensure compliance and obtain
clarification on issues if required.

Page 227 ()

i

A\
We have nurtured deep-rooted
and sustainable connections with
the communities we operate in

* Meetings with beneficiaries of
CSR initiatives and capacity
building programmes
(ongoing)

* Press releases and other
publications (ongoing)

* Employment creation within
communities

* CSRinitiatives and capacity
building programmes

« Environmental preservation
and minimising environmental
impacts

* Support pandemic-hit
communities and national
efforts to combat the
pandemic

In line with our long-term
commitment towards
sustainability we strive to create
value for the communities we
operate in through meaningful
and proactive projects.

Value Chain and Community
Partnerships

Page 199 (@)
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MATERIAL MATTERS

Hayleys PLC conducts a comprehensive materiality assessment annually, with the engagement of all business sectors. The
process facilitates regular review and update of material topics which are material to the Group’s stakeholders and value
creation, in view of changes in both the internal and external operating environment. The assessment is conducted at Sector
level and aggregated at Hayleys PLC, with each topic weighted using a suitable metric based on the importance of the

Sector’s impacts to the Group.

The process adopted for assessing material issues is presented below:

ESTABLISH PROCESS
PARAMETERS

SECTOR LEVEL
PRIORITIZATION OF
MATERIAL TOPICS

A list of possible material issues has been selected as process parameters
and a reference point in conducting the materiality assessment. These are
determined by the Group Sustainability Unit based on,

1 Discussions with Sector leadership teams
2 Evaluation of the Group’s business model and strategic aspirations
3 Guidelines recommended by local and international corporate reporting

frameworks including IR Framework and GRI Standards

The issues are prioritised at Sector level using the following filters to assess
the relative importance of the topics to stakeholders and the importance to
the organisation.

FILTERING TESTS

Organisational impact : Importance to stakeholders

Financial impact Customers
Innovation opportunity Employees
Reputation Shareholders
Externalities Suppliers
Strategic link Business Partners
Risk Government

- Communities

Sector level materiality matrices are aggregated at Hayleys PLC level; in
doing so, each material topic is weighted using a suitable metric based on
the importance of the Sector to the Group. The following metrics are used in
attaching weights to sector level material topics.

» Economic topics: Sector revenue contribution to Group
* Social factors: Headcount of the Sector relative to the Group

* Environmental factors: Weighted based on relative impact to the Group’s
carbon footprint, water consumption and land usage

The unprecedented external landscape that prevailed during the year, led to considerable shifts in the Group’s material topics.
There were no major changes to the reporting boundary compared to the previous year.
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MATERIALITY RADAR

-
-
-
s
~
~
-~

Material topic - Corresponding GRI principle - Corresponding  Link to UN - Reporting boundary
‘ - NGRC indicator SDG ‘
(1) Customer - - - The Group’s customers across
satisfaction its business sectors
(2) Product quality @ GRI 417-Marketing and labelling SOCL18 The products and services

manufactured and/or
distributed by the Group

(3) Occupational GRI 403-Occupational Health and B Reporting boundary relates to
health and safety the Group’s employees
safety
4) Employment GRI 401-Employment SOCL2 B Refers to the Group’s
direct employees across its
GRI 402-Labour management SOCL5 operating locations
relations
SOCL7
GRI 404-Training and education
SOCL8

GRI 407-Freedom of Association
and Collective Bargaining
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MATERIAL MATTERS

Material topic

- Corresponding GRI principle - Corresponding Link to UN

. Reporting boundary

- NGRC indicator SDG

(5) Compliance

GRI 307-Environmental
compliance

GRI 406-Non discrimination

GRI 419: Socio economic
compliance

ENVT22

SOCL12

Relates to the compliance of
all entities within the Group

(6) Best practices GRI 204:Procurement practices ECON4,SOCLT [ERES Relates to the Group’s key
along supply C:: supply chains, primarily in
chains Sri Lanka

(7) Customer Health GRI 416: Customer Health and B The Group’s customers across
and Safety Safety —va its business sectors

(8) Materials and GRI 301: Materials ENVTI, ENVT2 12 g Materials and chemicals used
chemicals (e\e) in the Group’s manufacturing

processes

(9) Innovation [ Relates to the Group’s product

.;gf‘m""‘u

and process innovations

(10) Managing
Environmental

GRI 302-Energy

ENVT8

6 Gosimion

v

The reporting boundary
includes the Group’s direct

Impacts GRI 303-Water ENVTILENVTI2 e — environmental impacts
GRI 304-Bio-diversity g
GRI 305-Emissions
GRI 306-Waste & Effluents
(11) Local GRI 413-Local communities Relates to the communities

communities

with whom the Group engages
and broader communities in
operating areas

(12) Manufacturing
capabilities

The Group’s manufacturing
operations in Sri Lanka and
overseas

(13) Operational
efficiency

Relates to the Group’s
operations

(14) Economic
impacts

GRI 2071-Economic Performance

GRI 203-Indirect economic
impacts

ECONI1, ECON2

ECON6

(15) Principal
Relationships

Our local and international
principals across key business
sectors

(16) Exposure to
exchange rate
fluctuations

(17) Commodity
prices
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ASSET ALLOCATION

The Group’s asset allocation strategy seeks to optimise risk-return dynamics while balancing short, medium to long-term
growth aspirations. The Group’s businesses are at different levels of maturity and the Board determines the sectors positioned
for growth, consolidation or rationalisation based on market potential, industry dynamics and the Group’s long-term
aspirations as a consolidated entity.

Asset allocation as well as funding decisions also seek to balance the Group’s short-term liquidity position and future
investments, ensuring that short-term liquidity risks are managed effectively. In recent years, the Group has pursued
aggressive debt-funded expansions which has led to a considerable increase in its borrowings. The Group intends to gradually
pare down its exposure to borrowings, with several acquired businesses generating healthy returns.

The Group is pursuing capacity expansions in
several of its value-added export businesses
including Hand Protection, Purification, Textiles,
Construction Materials and Eco Solutions.

Consolidate market positions in established business
Sectors including Transportation & Logistics, CONSOLIDATE
Consumer & Retail and Agriculture.

Over the medium-to-long term, the Group will seek
to restructure/divest businesses which generate RESTRUCTURE/DlVEST
inadequate returns and/or are not aligned with the
Group’s long-term corporate mission

DEVELOPMENTS IN 2020/21
Following its record operational performance during the year, the Group’s liquidity position has
strengthened with short-term deposits and cash in hand amounting to over Rs.20 bn. The Group
also restructured its’ borrowings profile during the year, capitalising on the prevalent low interest
rate scenario to refinance several high-cost borrowing lines with relatively low-cost funds. Going
forward, we will seek to further rationalise our borrowings, also relying on internally generated
cash to fund expansions.
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UNLOCKING VALUE

The six pillars of the Group’s long-term strategy remained relevant despite unprecedented shifts in the operating landscape. The Board
sets the strategic direction whilst the plan is formulated with the assistance of the Strategic Business Development Unit (SBDU) at
Hayleys PLC. The plan is then cascaded to the Sectors under the leadership of the Group Management Committee; while their diversity
necessitates sectors to adopt unique strategies specific to industry dynamics and their respective operational models, they remain
largely aligned to the overarching pillars of the Group strategy.

MISSION: DELIVERING SUPERIOR SHAREHOLDER VALUE BY UNLEASHING THE FULL POTENTIAL

PILLAR

()
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g
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o
=
w

OUR
COMMITMENT

KEY PERFORMANCE INDICATORS
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A
PROFITABLE GROWTH

To have a balanced investment
portfolio in terms of risk,returns
and growth to ensure sustainable
profitability and liquidity

® Innovation by value addition

® |ocal and offshore expansion of
manufacturing facilities and marketing
offices

® Create, develop and invest in our own
brands for exports

® Expansion through organic and
inorganic growth

Capital expenditure: Rs.5.77 bn

While growth plans were affected in certain
sectors due to restrictions on mobility and

other limitations, several sectors continued
to pursue organic growth through capacity
expansion.

Performance

in 2020/21
Customer reach >1.6 mn
Acquisitions ™
No. of sectors which
expanded capacity 3
Revenue growth +15%
EBIT growth +58%

*Events after reporting date

Duration of pandemic
Exchange rate fluctuations

Government policy and macro-economic
variables

Geopolitical risk

Several Sectors are currently pursuing
capacity expansions, particularly in value
added exports

{oF

-

INNOVATION AND DIGITISATION

Adapting to the dynamic digital
age by utilising technology

and social media to create new
revenue streams by introducing
innovative solutions and products

® Organic growth through innovation
® Enhanced focus on R&D

® Enhance brand equity through stronger
digital presence

® Increase penetration through social
media

Investment in R&D: Rs. 201 mn

Several sectors strengthened their
competitive position through new
product development. As a Group, we
also strengthened our online visibility and
increased social media engagement.

349

NEW PRODUCTS
LAUNCHED

Developments in technology

Launch of corporate website

Automated the Financial Consolidation,
and MIS through using SAP Business
Planning & Consolidation

Virtual customer tours by Haycarb PLC

Launch of online food delivery platform
by The Kingsbury

Cybersecurity and IT related risks

Ongoing focus on enhancing the Group’s
online and social media presence

J

(3
3/

(]

VALUE CHAIN & COMMUNITY PARTNERSHIPS

Creating a secure, sustainable and
efficient value chain and uplifting
livelihoods and empowering
communities

® Expansion of supply chains across
Sri Lanka and overseas

® Enhance livelihoods through innovative
supply chain initiatives

® Supplier development initiatives to
drive sustainability

® Increase transparency through fair
trade prices

Investment in supplier development:
Rs.47 mn

Payments to suppliers: Rs. 145.50 bn

Given disruptions to international supply
chains the Group sought increased reliance
on local supply chains, investing in capacity
building and development across key
supply chains.

KPI

Total suppliers 18,700
No. of new suppliers >1200
Suppliers developed >1600
Increase in supplier

value injection 10%
Small scale suppliers 57%
LLocal procurement 47%

Local community relations and indirect
community impacts

Availability and pricing of raw materials/
commodities

Strengthen relationships across key
agricultural and other supply chains
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In the way of unprecedented operational challenges during the year, the Group leveraged its collective thinking across 12 sectors,

breaking-down silos and sharing experiences and insights in accelerating recovery.

<)

CUSTOMER FOCUS

Enhancing experiences for every
customer, from the rural farmer
to the global consumer through
excellence in product quality and
service

® Commitment to quality and
responsibility

® \Widen product margins through
product excellence

® Achieve high customer satisfaction
levels

® High level of customer engagement

Ongoing investments in customer
relationship management

Customer surveys conducted: >4,000

>1.6 mn
CUSTOMER REACH

70%
AVERAGE CUSTOMER
SATISFACTION*

99%
COMPLAINTS
RESOLVED

*Aggregation of sector- level customer
satisfaction surveys

Customer satisfaction
Product responsibility

Drive customer acquisition in new
markets while pursuing increased
penetration in existing markets

£
L 7

INSPIRED AND DEDICATED TEAM

Creating a dynamic team to steer
the "World of Hayleys” to be Sri
Lanka's corporate inspiration at
all times

® Attract and retain the industry’s top
talent

® Agile work plans
® Ongoing investment in training
® Effective performance appraisals

Investment in training and development:
Rs. 18 mn

Investment in the Group’s new HRIS: Rs. 17 mn

Total employees 30,765
Average training hours/employee 5.3
Retention rate 86%
Promotions 339
Female representation 37%

Profit per employee Rs. 0.46 mn

Labour shortages
Employee health and safety
Employee relations

Strengthen leadership capabilities
through targeted development and
obtain ISO-30,414 certification

OF OUR PEOPLE AND ACHIEVING LEADERSHIP IN ALL OUR DOMESTIC AND GLOBAL BUSINESSES.

CLIMATE ACTION

Strive to protect, enhance and
sustain the wider ecological
system we operate within

® Reduce dependence on non-renewable
energy sources

® Achieve sustained reductions in the
carbon footprint

® Preservation of bio-diversity

® Full compliance to environmental
regulations

Investments in replanting: Rs. 259 mn

Investments in roof top solar projects:
Rs.750 mn

Reliance on renewable energy  64%
Sustainable water sourcing 9%
Waste to landfill 25%
Changes in,

Energy intensity -7%
Water intensity -15%
Emission intensity -7%

Launch of Group-wide Environmental
targets with aspirations to reduce the
carbon footprint by 30% by 2030.

Implications of climate change
Supply and affordability of energy
Availability of water

Effluents and waste

Ongoing investment in rooftop solar
project. Sector-wise initiatives to achieve
environmental targets
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RISKS IMPACTING
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SUSTAINABILITY AT HAYLEYS

OUR APPROACH

Our key businesses have always
embedded social and environmental
considerations into their business
operations and decision making, with
several sectors such as Purification,
Hand Protection, Plantations and
Agriculture (among others) sharpening
their competitive edge through
focusing on sustainability. In recent
years, the Group has sought to harness
this collective knowledge and industry
learnings into developing a Group-
wide holistic sustainability agenda,
which aims to addressing emerging
societal and environmental issues
while mitigating the Group’s adverse
external impacts. Parallel importance
has been placed on strengthening the
monitoring and reporting of our non-
financial impacts.

r PROGRESS IN OUR SUSTAINABILITY JOURNEY
2017/2 ® Launch of Hayleys Cube- a robust information system to collect, aggregate and
N monitor relevant non-financial information across sectors
o v
N
® Comprehensive 7-part materiality test was implemented across ‘ l

sectors enabling identification of critical socio-environmental issues

® Commenced computation of Scope 3 carbon emissions

® Appointed Sector-level Sustainability champions and created a platform for
2019/2 sharing knowledge and best practices across the Group

® Initiated the formulation of a Group-wide ESG Framework with the
Environment Pillar launched during the year
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HAYLEYS GROUP ESG FRAMEWORK

During the year under review, the Group commenced formulation of a Group-wide, holistic ESG Framework which aims

to deliver triple bottom value while driving sustainable economic growth, fostering social development, and investing in
environmental sustainability. Driven by the Hayleys Group Sustainability Unit, the formulation of the Framework followed
significant stakeholder engagement at multiple levels and critical evaluation of emerging ESG risks both from the internal
and external landscape. The Framework is also aligned to the Sustainable Development Goals, drawing parallels between the
defined indicators and targets, and the Group’s own aspirations.

The World Of OUR PURPOSE
HayleyS THRIVING BUSINESSES THAT SHAPE BETTER FUTURES

Since1878

NI Gy ) EET ) TR I )

Minimise our footprint while Striving and thriving together Responsible and responsive
seizing opportunities to shape for a better tomorrow corporate citizenry
a greener future

The ‘Environment’ pillar of the Framework was rolled-out to the Sectors during the year, with a clearly defined roadmap

for achieving the Group’s 2030 environmental targets as presented below. Sectors will drive the achievement of the goals
through implementing initiatives at Sector-level, in addition to organisation-wide projects driven by Hayleys PLC. The annual
progress made by the Sectors will be monitored on a quarterly basis by the Hayleys Sustainability Unit.

T A4

ZERO LANDFILL

BIODIVERSITY WASTE BY 2030 CONSUMRP'ETISg#I"gs:EHEMchL
Enhance biodiversity in 5
times the area occuypied Zero landfill waste by e
A O CONSUMPTION

by the Group 30% recycled/

reclaimed inputs

O

WATER
GROUP UTILISATION

ENVIRONMENT 50% sustainable water

TARGETS sourcing by 2030

ENERGY AND
EMISSIONS
30% reduction in Scope
1&2 GHG emissions by
2030

HAYLEYS PLC

Precautionary principle: While the Group has not formally adopted the Precautionary principle, the ESG Framework provides
clear guidance on responsible investment and the evaluation of social and environmental implications of investment decisions.
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COMMITMENT TO THE SUSTAINABLE DEVELOPMENT GOALS (SDG)

Our Approach: Through the Group’s ESG Framework, the Group intends to link its ESG aspirations to the SDGs in which it can
make the most significant contribution. This was completed for the Environmental Pillar of the ESG Framework, which was
launched during the year. A summary of the Group’s contribution to the selected SDGs are presented below; these initiatives

are discussed in detail in subsequent sections of this Report.

SDG 1: NO POVERTY

1 NO
POVERTY

vt

headcount index amounting to 4.1% in 2016.

Sri Lankan context: Sri Lanka’s poverty levels have recorded gradual decrease in recent decades, with the poverty

Hayleys’ contribution

Relevant SDG targets

Target 1.1: By 2030, eradicate extreme poverty for all people everywhere,
currently measured as people living on less than $1.25 a day

Nearly 16,000 out-growers supported

Target 1.4: By 2030, ensure that all men and women, in particular the poor
and the vulnerable, have equal rights to economic resources, as well as
access to basic services, ownership and control over land and other forms
of property, inheritance, natural resources, appropriate new technology and
financial services, including microfinance

‘House for every plantation worker’
initiative supports 58,000 estate workers
through a holistic proposition.

2 e

SDG 2: ZERO HUNGER

(44 Sri Lankan context: Prevalence of undernourishment of 7.6%, with 17.3% prevalence of stunting among children the

age of 5 years.

Relevant SDG targets

Hayleys’ contribution

Target 2.3: By 2030, double the agricultural productivity and incomes of
small-scale food producers, in particular women, indigenous peoples, family
farmers, pastoralists and fishers, including through secure and equal access
to land, other productive resources and inputs, knowledge, financial services,
markets and opportunities for value addition and non-farm employment

+Agriculture Sector’s research into
developing high quality planting materials,
crop nutrition and protection solutions.

+Plantation sector’s efforts to drive
productivity improvements in estates

Target 2.4: By 2030, ensure sustainable food production systems and
implement resilient agricultural practices that increase productivity and
production, that help maintain ecosystems, that strengthen capacity for
adaptation to climate change, extreme weather, drought, flooding and other
disasters and that progressively improve land and soil quality

+Climate smart agriculture solutions by the
Agriculture Sector

ETon SDG 4: QUALITY EDUCATION

|

complete the GCE Advanced level examination

Sri Lankan context: Sri Lanka’s literacy rates are among the best in the region although 13.8% of the population

Hayleys’ contribution

Relevant SDG targets

Target 4.3: By 2030, ensure equal access for all women and men to affordable
and quality technical, vocational and tertiary education, including university

Equal opportunity employer in offering skill
and career development

Target 4.4: By 2030, substantially increase the number of youth and
adults who have relevant skills, including technical and vocational skills, for
employment, decent jobs and entrepreneurship

5.3 average training hours per employee

Skill development for fabricators, out-
growers and fashion entrepreneurs
(through Singer)
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EQUALITY

SDG 5: GENDER EQUALITY

g
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Sri Lankan context: Labour force participation among women is relatively low at 36

Relevant SDG targets

Hayleys’ contribution

5.5 Ensure women'’s full and effective participation and equal opportunities for
leadership at all levels of decision-making in political, economic and public life

37% female representation rate 11% female
representation in management level

5.c Adopt and strengthen sound policies and enforceable legislation for the
promotion of gender equality and the empowerment of all women and girls at
all levels

Equal opportunity employer, with policies
in place for anti-sexual harassment, non-
discrimination and grievance handling.

CLEAN WATER
AND SANITATION

SDG 6: CLEAN WATER AND SANITISATION

v

Sri Lankan context: 81% of Sri Lanka’s population has access to safely managed drinking water services

Relevant SDG targets Hayleys’ contribution

Target 6.1: By 2030, achieve universal and equitable access to safe and
affordable drinking water for all

190,000 litres of water purified through 19
projects under the Puritas Sath Diyawara
project

Target 6.3: By 2030, improve water quality by reducing pollution, eliminating
dumping and minimising release of hazardous chemicals and materials,
halving the proportion of untreated wastewater and substantially increasing
recycling and safe reuse globally

59% of all water used is recycled through
effluent treatment plants

Target 6.4: By 2030, substantially increase water-use efficiency across
all sectors and ensure sustainable withdrawals and supply of freshwater
to address water scarcity and substantially reduce the number of people
suffering from water scarcity

Increased focus on water recycling with 9%
of water recycled in 2020/21 0.2% reduction
in water consumption and 15% reduction in

water intensity

00D HEALTH
ANDWELLBEING

SDG 3: GOOD HEALTH AND WELL-BEING

o

Sri Lankan context: Maternal Mortality Rate of 36 per 100,000 live births

Relevant SDG targets Hayleys’ contribution

Target 3.1: By 2030, reduce the global maternal mortality ratio to less than 70
per 100,000 live births

The Plantation Sector offers a “womb-to-
tomb” proposition for estate employees
which includes pre-natal and post-natal
care

SDG 7: AFFORDABLE AND CLEAN ENERGY

Sri Lankan context: 100% electrification with 37% of energy generated through renewable energy including hydro

and non-conventional renewable energy sources

Relevant SDG targets

Hayleys’ contribution

Target 7.2: By 2030, increase substantially the share of renewable energy in
the global energy mix.

64% of the Group’s total energy
requirements fulfilled by renewable energy
Accounts for 3% of the country’s total
renewable energy generation

Target 7.3: By 2030, double the global rate of improvement in energy
efficiency

7% reduction in energy intensity during the
year
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COMMITMENT TO THE SUSTAINABLE DEVELOPMENT GOALS (SDG)

ECONOMIC GRONTH SDG 8: DECENT WORK AND ECONOMIC GROWTH

o

i Sri Lankan context: Unemployment rate of 4.8%, with female unemployment relatively higher at 6.9%.
Relevant SDG targets 3 Hayleys’ contribution
Target 8.2: Achieve higher levels of economic productivity through Group-wide focus on innovation and value
diversification, technological upgrading and innovation, including through a addition with over 300 new products
focus on high-value added and labour-intensive sectors introduced during the year, with R&D spend
Target 8.5: By 2030, achieve full and productive employment and decent Equal remuneration for men and women at
work for all women and men, including for young people and persons with a 11 ratio
disabilities, and equal pay for work of equal value
Target 8.6: By 2020, substantially reduce the proportion of youth not in Youth skill development through Fabricator
employment, education or training training, The Singer Business School and

Agricultural Training School

(e SDG 11: RESPONSIBLE CONSUMPTION AND PRODUCTION
Sri Lankan context: The country lacks a coherent national waste management policy, with only an estimated 50%
of waste generated collected.

Relevant SDG targets 3 Hayleys’ contribution

Target 12.2: By 2030, achieve the sustainable management and efficient use of Comprehensive waste management policy
natural resources in place across the Group with the aim of
driving reductions in waste to land-fill

Target 12.5: By 2030, substantially reduce waste generation through 25% land-fill waste while over 60% of waste
prevention, reduction, recycling and reuse is recycled and re-used

13 v SDG 13: CLIMATE ACTION
@ Sri Lankan context: Sri Lanka remains highly vulnerable to climate related risks and was ranked 6th on the
Climate Risk Index of the UNDP.

Relevant SDG targets Hayleys’ contribution

Target 13.2: Integrate climate change measures into national policies, The Group has set a target of reducing its
strategies and planning Scope 1 and Scope 2 emissions by 30% by
2020. The carbon footprint is monitored
across all Sectors and reported to the GMC
on a quarterly basis.

SDG 15: LIFE ON LAND
Sri Lankan context: Sri Lanka’s forest cover has reduced gradually over the years due to an estimated
deforestation rate of 1.1%. The forest cover was estimated at around 17% in 2019.

Relevant SDG targets 3 Hayleys’ contribution

Target 15.1: By 2020, ensure the conservation, restoration and sustainable use Green belt and Wetland biodiversity

of terrestrial and inland freshwater ecosystems and their services, in particular = zone implemented by the Textile sector
forests, wetlands, mountains and drylands, in line with obligations under Biological corridors established by the
international agreements Plantation sector in order to develop a self-
sustaining ecological model.

Target 15.2: By 2020, promote the implementation of sustainable management >44 500 trees planted during the year
of all types of forests, halt deforestation, restore degraded forests and
substantially increase afforestation and reforestation globally
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RISKS & OPPORTUNITIES

Risk and opportunity are two sides of the same coin and are an ever-present
reality of every business activity. Different Group functions monitor external
developments and a variety of internal factors for early warning signs of threats
and opportunities to align plans and ploys accordingly. At a Group level, the two
most relevant departments to identifying risks and opportunities are the Group’s
Strategic Business Development Unit (SBDU) and the MA & SRD who play a key
role in identifying risks and opportunities although it is approached with different
objectives. SBDU approaches it by monitoring the PESTEL factors to identify new
opportunities as well as manage risks at a strategic level whereas

85

IN A YEAR OF EXTREME
UNCERTAINTY, ALL SECTORS
WENT BACK TO THE
DRAWING BOARDS FOR

A FRESH LOOK AT THEIR
BUSINESSES TO TIDE OVER
THE SHORT TERM AND DRIVE

: : ; ) o ARESURGENCE __
MA & SRD approach it primarily from a risk mitigation and management 99
perspective. The year under review is an example of how this dual approach
to identifying risks and opportunities enabled the Group to navigate a year of
extreme uncertainty.
MA & SRD SBDU
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MONITOR Neal Tec"
Minimise, Mitigate or Manage Risks, safeguarding |dentify opportunities and threats supporting organic and
operations of the Group inorganic growth and risk diversification
Integrated Thinking & Efficient Resource Allocation

The onset of the pandemic at the time
we were reviewing plans for FY2020/21
was a turning point as we reviewed
the business landscape, the job losses
and the pay cuts that were happening
across the world. Faced with the stark
reality of this as we were at the close
of a difficult year, all sectors went back
to the drawing boards for a fresh look
at their businesses to identify sources
of revenue or savings to save the jobs
and salaries of everyone who worked

for the Group. This exercise enabled

us to tide over the short term and drive
a resurgence in our businesses with
the support of willing teams across

the Group. This exercise was one of
understanding the risks, opportunities,
impacts and outcomes to drive

optimal resource allocation across all
our businesses and epitomises the
integrated thinking of the Board, the
Group Management Committee and the
leadership teams across all our sectors.

A Stark Landscape

FY 2020/21 was a year where there
was little need to point out the top
risks for any organisation as they were
readily understood and common to
many businesses across the world

as they were existential in nature. A
global pandemic that changed how
we lived, worked and learned created
extreme levels of uncertainty which
is perhaps best reflected by the
momentary negative price of crude
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RISKS & OPPORTUNITIES

oil in April 2020. Even the worst case scenario was not realistic enough as the governments across the world wrestled with
the worst socioeconomic crisis in living memory. Wide ranging business disruptions across the world, health and safety of
workers, supply side shocks, cancelled orders and cashflow straitened customers and suppliers were all too common across
business sectors. Health and safety of employees was key to recommencing economic activity and new safety protocols were
put in place overnight. The main issues are graphically depicted below.

POLICY UNCERTAINTY

Government policy played a key role in
shaping the business landscape. Pro-
growth policies such as reducing interest
rates and taxation rates had a beneficial
impact on the economy. However, import
restrictions and the depreciation of rupee
were double edged swords.

CONSUMER DEMAND &
BEHAVIOURS

O ereree ettt .
Social distancing measures
had a significant impact 7
on consumption of goods
and services which remain
in a state of flux as new
waves and strains emerge,
resulting in lockdowns and
erratic consumer behaviour.
E-commerce volumes surged
as more customer switched
to shopping online.

CLIMATE CHANGE )

O srrrrrrre i o
While Sri Lanka was
fortunate in 2020, climate
change risk has a significant
impact on the economy and
the operations of the Group
which have the potential

to exacerbate supply side
shocks across a wide range
of industry sectors.

GEOPOLITICS

Geopolitical stress escalated during the
year and remains a key concern as they
affect world trade, exchange rates, border
access and oil prices.

e

5

COVID-19
The global pandemic continues
to stress healthcare systems and
economies across the world more than
a year after its onset. Vulnerabilities
in weak economies were exacerbated
by capital outflows which resulted
in a record number of sovereign
downgrades around the world. Duration
of the pandemic, severity of impact and
access to vaccines remain key concerns
for FY 2021/22.

RISING UNEMPLOYMENT

Wide-ranging job losses across the

world meant loss of livelihoods to many.
As 60% of Sri Lanka’s workforce are

gig workers or daily paid, this is a key
concern and one that we understood as
our operations cover the entire country
including backward integration initiatives
which support livelihoods throughout the
country.

BUSINESS
DISRUPTIONS

Lockdowns resulted in
extreme levels of business
disruption across the
world as social distancing
became a critical factors.
Businesses experienced
capacity limitations

and needed to modify
workplaces and invest

in health and safety
measures to remain
operational.

“.. TRADE FLOWS

As all businesses
experienced
disruptions, supply
side shocks as well

as seismic shifts in
demand saw world
trade declining by 17%
in 2020.

%, CYBERSECURITY

As Work From Home became an
established trend and online transaction
volumes surged, cyber threats increased
significantly during the year as hackers
had more opportunity and became more
sophisticated.
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Risk Governance
The Board has ultimate responsibility for management of risk and are assisted by the Audit Committee in discharge of

this duty. The diverse business sectors of the Group have high levels of autonomy in driving their businesses with Group
governance structures playing a key role in harmonising policies, sharing best practice, guiding strategic direction, managing
risks and optimising resource allocation across the Group as depicted below.

Discharges accountability for effective risk management by establishing risk management
structures, policy frameworks, monitoring risk and providing guidance on

H;g;ergs management of risk
Hayleys PLC . ) ) ) ) .
2 17 Audit Audit Committees review risk registers and ensure that Boards are apprised of top
G TTnIrTe and emerging threats
Group Management The GMC reviews Group level impacts of risks to determine necessary action
Committee including recommendations to Boards on resource allocation

MA & SRD support Audit Committees and GMC by reviewing and
MA & SRD constructively challenging risk assessments of sectors and monitoring
mitigation activities

. . Strategic Business Development Unit is responsible for the
Strategic Business - ) o . i
. sustainable growth and profitability of their businesses and are
Development Unit )
supported by Group functions.

A structured approach
The Group adopts the three lines of defence model with clear segregations of duties.

1ST LINE 2ND LINE 3RD LINE
® Individual Businesses ® Sector Level Boards & Audit ® Hayleys PLC Board & Audit
Committees Committee

® Risk Identification, Acceptance &
Mitigation ® Risk Monitoring & Management ® Assurance & Policy Formulation

The Group adopts the COSO Framework in assessing potential risks which are ranked and prioritised based on impact and
likelihood of occurrence. The risk management process is as follows;

Determining Determining L ) " )
Material Aspects } Materials Aspects } :Sgirgftglg 1514 } Monitoring risk } mlatrl%atilrr:g/RiSk
for Each Sector for Group gihg

Hayleys PLC Annual Report 2020/21



88
RISKS & OPPORTUNITIES

Risks are assessed in line with

the adjacent matrix and a score

is obtained for each type of risk,
facilitating identification of common
risks, aggregation and prioritisation.
These are presented to the Group
Management Committee, Audit
Committee and the Board and used for
decision making including the strategic
direction of growth and resource
allocation.

Risk Review 2020/21
Risks of the Hayleys Group are
graphically summarized below.

LIKELYHOOD

High

Med

Low

COSO
3 6 9
2 4 6
1 2 3
Low Med High
IMPACT

OUR RISK
UNIVERSE

o)
c.Q
S
8
ok
g

Strategic

Likelihood x Impact = Risk
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The strength of the Hayleys Group lies in its diversity across industry sectors and its geographical reach across business
locations and revenue markets. At the same time, this also increases the number of risks it is exposed to although the impact
is cushioned due to diversification as experienced in FY 2019/20 and again in FY 2020/21. The following graphs provide
insights into the Group’s diversification of risks.

REVENUE BY SECTOR

%
2

3
15 '

Eco Solutions
Hand Protection
Purification
Textiles

Construction
Materials

Plantations

* Z
33
5

5

Sri Lanka
Thailand
Italy

South East Asia
(excluding Thailand)

Agriculture
Consumer
Leisure

Industry Inputs,
Power and Energy
Transportation &
Logistics

Others

REVENUE BY COUNTRY OF ORIGIN
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B South Asia
(excluding SL)
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Australia
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INDUSTRY DIVERSITY

PBT BY SECTOR
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REVENUE BY MARKETS
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RISKS & OPPORTUNITIES

The Group’s reputation has been carefully nurtured over 143 years and reputation risk is managed at the highest levels of the
Group. Innovation has always featured prominently in our success, driving our growth as reflected in Intellectual Capital on pages
205 to 211. Understanding consumer behaviour is a key part of our business as our products must be relevant to customers.

Top & Emerging Risks
The Group’s Top & Emerging Risks identified through the Group risk management processes described above are given below.

. Potential Impact

' Developments in 2020/21

Mitigating Activities

Business
Interruptions due
to pandemic

Net Risk
Assessment

Impact: High
Likelihood: High

Business closures resulting
from lockdowns or an
infection at the workplace
continues to be an
imminent threat which will
lead to loss of production,
unsuitability of harvests
and delays in shipment of
orders.

The Leisure sector
continues to be impacted
by border closures with a
devastating impact on its
cashflows.

While vaccines were
developed at record pace,
access to vaccines remain
an issue as many countries
experience new waves and
strains.

While initiatives were
launched to revive tourism,
they halted with the

third wave and overall
travel sentiments remain
subdued.

Appointment of COVID Task Force

to roll out a coordinated response to
the pandemic with daily monitoring of
developments externally and within the
Group

Implementation of Health & Safety
protocols at business locations including
changing workflows, sanitisation and
social distancing and dual teams etc.

Continued PCR testing with over 13,000
PCR tests done in FY 2020/21

Work from home for employees
whose presence is not required at the
workplace for performance of their roles

Increasing awareness of health and
safety risks with employees

Response system in place to handle
positive cases

Subdued demand

Net Risk
Assessment

Impact: High
Likelihood: High

Demand for products may
weaken in export markets
due to reduced disposable
incomes and buildup of
inventory during the year,
impacting top line growth.

Economies were in
recession during the year
resulting in subdued
demand and build up of
inventory with customers.
However, economic
forecasts for 2021 are
positive and demand

may rebound towards the
latter part of the year. The
duration of the pandemic
remains a critical factor for
increased demand.

Diversification across markets and
product categories

Forward contracts with key buyers
Focus on new customer acquisition

Explore feasibility of establishing
distribution presence in key export
markets

Increasing Raw
Material prices

Impact: High
Likelihood: High

Commodity prices are
expected to increase by
30% in 2021 as demand
picks up with countries
emerging from the
pandemic. This will exert
pressure on margins as
headroom for passing on
price increases is limited
in the current economic
environment.

Commodity prices declined
in 2020 but we have
already seen the increase
in prices of raw materials
during 1Q of 2021 and it

is likely to maintain the
upward trend as countries
resume production, moving
towards pre-pandemic
levels.

Daily monitoring of raw material prices
Forward booking where possible

Build up of sufficient inventory while
balancing liquidity and other constraints
such as potential for price volatility due
to new waves of pandemic and order
pipelines

Expanding upstream supply chains
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' Potential Impact ' Developments in 2020/21

. Mitigating Activities

Currency
devaluation

Net Risk
Assessment

Impact: Moderate
Likelihood: High

This can impact both
balance sheet assets
denominated in foreign
currency as well as
increase cost of imported
raw materials/products,
exerting pressure on
margins.

With 49% of revenue
derived in foreign
exchange during the
year, the Group is
cushioned by the impact
of foreign exchange risk
to a large extent although
converging risks or new
opportunities can change
the dynamics.

The rupee declined by 4.5%
during FY 2020/21 amidst
concern over balance

of payments issues and
forecast debt servicing
requirements. Wide-
ranging import restrictions
are in place to support

the currency at present.
Increasing commodity
prices and the need to
purchase vaccines will also
add pressure

Centralised Group Treasury to manage
overall foreign exchange risk

Natural hedge afforded by the Group’s
export business

Ongoing monitoring of macro-
economic trends

Cybersecurity

Net Risk
Assessment

Impact: High
Likelihood: High

Threats to Group
intellectual property,
information assets,
systems and processes,
financial assets

The year saw increased
activity by cybercriminals
as transactions moved
online.

Continuous monitoring of cyber threats

Increased information security
environment and controls

Review by external consultants across
all sectors

Appointment of a Information Security
Deputy General Manager

Increased
competition

Net Risk
Assessment

Impact: High
Likelihood: High

Players in the Asian
region have ramped

up production with
production growth
outpacing the uptick

in demand resulting in
intense price competition.

This is likely impact both
export markets and the
domestic market exerting
pressure on both top and
bottom lines.

The global recession has
increased the intensity

of competition in export
markets by countries in the
region as they resumed
production.

In the domestic market,
import restrictions in
place have deterred the
informal market which
has been positive for local
manufacturers and ethical
import businesses. Easing
of import restrictions in
the future may create
competitive pressures

as regional low cost
manufacturers in the Asian
region seek market access
through both formal and
informal channels.

Aggressive client acquisition in export
markets

Increased focus on strengthening
presence in export markets

Diversification of export markets

Differentiated customer value
proposition in domestic market

ESG compliance and certification to
gain access to markets and also drive
strategic differentiation.
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RISKS & OPPORTUNITIES

' Potential Impact

' Developments in 2020/21

. Mitigating Activities

Political risk
including
government
policy

Net Risk
Assessment

Impact: High
Likelihood: High

Government policy drive
regulatory change which
may have adverse impact
on ethical businesses that
commit to regulatory
compliance

The accommodative
stance adopted by the
government saw the
decrease in interest rates
and extensive moratoria

as well as lower tax rates
which supported a rebound
in economic activity.

However, other policy
changes such as

import restrictions, the
restriction - pesticides
and weedisides are
allowed of agrochemicals
and the Wages Board
mandated wage increase
for plantation workers
have significant direct and
indirect adverse impacts on
our businesses.

Representations made to regulatory
authorities and ministries through
industry associations

Review of business models and strategy
to align with regulatory requirements

Credit Risk

Net Risk
Assessment

Impact: Moderate
Likelihood: High

Increasing working capital
cycle stressing cashflow
management

Potential losses due to
impairment of receivables

Losses in a number of
sectors increased the credit
risk with B2B customers

Delayed payments by the
government also impacted
some sectors

Increased unemployment
and decreasing disposable
income gave rise to
increase in B2C credit risk

Implement Group credit risk
management policy

Oversight of sector liquidity by Group
Treasury

Increased rigour over receivables by all
Audit Committees and sectors

Strengthened credit processes across
businesses sectors

Liquidity and
Financial Stability

Net Risk
Assessment

Impact: Moderate
Likelihood:
Moderate

Financial stress and
impaired ability to meet
future debt obligations

Repayment of debt during
the year improved the debt
equity ratios from 196.57%
to 152.21%, strengthening
the financial position of
the Group with sufficient
headroom for further
borrowings at need.

On a sector basis, the
Leisure sector has
experienced significant
cashflow stress and has
been supported to a large
extent by the Group which
will continue into FY
2021/22 as well.

Increased oversight on liquidity by
Board and GMC

Management of liquidity by Group
Treasury

Strong cashflow generation during the
year

Strengthened financial stability
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' Potential Impact ' Developments in 2020/21

. Mitigating Activities

Environmental
Risks

Net Risk
Assessment

Impact: High
Likelihood: High

The Group owns biological

assets in the plantation
sector which are heavily
dependent on favourable
weather patterns

Additionally, the
agriculture sector is
directly impacted by
weather patterns.

A number of other
sectors are also directly
or indirectly impacted by
climate change in varying
degrees.

Increased calls for tighter
environmental regulation
by climate change
champions

Weather patterns were
relatively favourable during
the year although harvests
were affected by the
pandemic.

There are significant
opportunities for cost
savings and promoting
green business ventures as
there is significant interest
in this area.

Environmental certification
is becoming a mandatory
requirement for access to
markets and provides an
opportunity to differentiate
products in advanced
economies

Coordinated response on environmental
risks by Group Sustainability and Sector
sustainability champions

Setting environmental targets to be
achieved by 2030

Group Environmental policies revised
and implemented

Investments in reducing the Group’s
carbon and water footprint with
improved access to markets

Increase environmental certifications

Strengthen environmental management
systems

Drive responsible consumption practices
throughout the Group

Increase employee environmental
consciousness through training and
other initiatives

Operational Risks

Net Risk
Assessment

Impact: Moderate
Likelihood: High

(mainly due to
COVID-19 related
risks)

Operational risks include
potential losses from the
day to day running of
the business including
lapses in compliance with
regulatory requirements,
weaknesses in internal
controls, implementation
of health and safety
measures etc.

Frequent business
disruptions and a work
fromm home trend may result
in weaker controls that
were designed for a fully
functional workplace.

COVID-19 risks increased
the operational risks as
described above.

Increased oversight by Boards and
Audit Committees

All sectors have a Compliance Officer
who reports to the Head of Finance on
compliance matters

MA & SRD and sector internal audit
functions

Productivity initiatives and certifications
benchmark our systems and processes
to international standards

Technology

Net Risk
Assessment

Impact: Moderate
Likelihood:
Moderate

The risk of existing
machinery being outdated
or not fit for purpose

The risk that development
of new technologies will
require further investment
to compete effectively

The risk that technology
procured will not work
according to specifications

Minimal capital expenditure
invested during FY 2020/21
due to potential cashflow
constraints and limitations
in installation of new
machinery

Some sectors will require
investments in the year
ahead to increase capacity,
enhance production
capabilities or strategically
differentiate a product
range

Well developed processes for evaluating
proposals for investment in new plant
and machinery

Well developed project management
capabilities due to continuous
investments in capital expenditure
throughout the Group

Follow up processes with checking of
rejections, efficiencies etc.

Norms established and KPI's outside
these norms are flagged and followed
up by MA & SRD.
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RISKS & OPPORTUNITIES

| Potential Impact

' Developments in 2020/21

3 Mitigating Activities

Reputation Risk

Net Risk
Assessment

Impact: Low
Likelihood: Low

Hayleys PLC’s reputation
has been built over 140+
years and is zealously
guarded by employees
of the Group. However,
reputation risk arises
fromm many sources and
is hard to monitor until it
materialises.

Hayleys PLC performed
well during the year,
rebounding as one of
the success stories in a
daunting year.

Hayleys Way applicable to all employees
and companies of the Group

Orientation programmes for all new
recruits

Sound policy framework

A culture of going beyond regulation to
high standards of ESG compliance

A valued reputation as a good corporate
citizen

Legal Risk

Net Risk
Assessment

Impact: Low
Likelihood: Low

Legal risk arises from
litigation by stakeholders

Hayleys has developed a
compliance and socially
and environmentally

responsible culture that
values our social license

Establishment of Whistle blowing
policies and Grievance mechanisms for
all employees of the Group

Strong policy framework reinforcing
equal opportunity, human rights, anti-
corruption, anti-sexual harassment and
fair disciplinary processes

Active dialog with trade unions to
identify and address concerns
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Portfolio Review

AN EXCEPTIONAL
DIVERSITY

The diverse capabilities and functions of your Company are designed to achieve adaptability in the face
of uncertainty and change - enabling us to thrive in the midst of the harshest environments.

This section outlines the strategy of diversification that continues to drive our long-term success: a range
of products and services that share one common purpose - to serve the people in all they do.

The Galapagos finches are a single species of bird that exhibit distinct variations in beak form and function, in line with
their immediate surroundings and food sources. This great degree of adaptation and diversification became one of the
most well-known examples of evolution, and eventually inspired Darwin’s Theory of Natural Selection.
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THE OPERATING ENVIRONMENT

The Group is affected by numerous
socio-economic and environmental
factors stemming from the external
operating landscape. These dynamics
are continuously monitored to ensure
that the necessary risk management
practices are in place to effectively
address and mitigate these risks,
while capitalising on any emerging
opportunities.

Key factors affecting driving the
Group’s strategy are discussed below:

ECONOMIC ENVIRONMENT
Economic growth: Global economic
growth reflected the deep economic
scarring of the pandemic, contracting
by 3.3% in 2020; advanced and
emerging markets decelerated by 4.7%
and 2.2% respectively. While economic
impacts of the pandemic are likely

to endure, particularly for vulnerable
economies, the road to recovery

has become clearer for advanced
economies with global activity
recorded strong rebound from the

3rd quarter of 2020. Successful roll-
outs of vaccines in many developed
economies which can reduce the
severity and frequency of infections,
coupled with unprecedented fiscal
and monetary support is excepted

to support recovery in the short-to-
medium with the IMF projecting global
economy to grow by 6% in 2021.

Sri Lanka’s economy contracted by
3.6% in 2020 reflecting the broad-
based implications of the pandemic
and decelerations across all three
economic sub-sectors. Economic
activity recorded a gradual recovery
in the 3rd and 4th quarters of 2020,
expanding by 1.3% supported by the
decline in interest rates, improving
sentiments and businesses adaptation
to working under conditions of
subdued mobility. However, the sharp
surge of infections from May 2021 have
dimmed hopes of a quick recovery,

as the Government has once again
imposed restrictions in a bid to curtail
the escalation in infections.

Interest rates: The Central Bank implemented unprecedented measures to
stimulate activity through an accommodative monetary policy, with the Policy and
Statutory Reserve Ratio being reduced multiple times. Resultantly, market interest
rates recorded a sustained decline for most part of the year, with the AWPLR
decreasing from 9.68% in January 2020 to 5.74% by March 2021.

Exchange rate: The country’s external position faced significant pressure in 2020,
reflecting the sharp drop in tourist earnings and outflows from the equity and debt
markets. Resultantly, the Rupee faced considerable devaluation pressure, falling by

3.2% in 2020 to end the year at Rs.18718, before plummeting by a further 3.4% in

the first quarter of 2021.

Implications on Hayleys

® Slowdown in domestic
demand across key sectors
given the impacts of
disposable incomes

® Gradual recovery of global
activity is expected to
support demand for export
products

® Escalation in the price of
imported input material,
although this is countered

. Our response

® lLeverage on the diversity
of our businesses and
geographies to build
resilience

® Drive increased penetration
in international markets
across key Sectors

® Increase reliance on local
supply chains to mitigate
impacts on material inputs

® Proactively negotiating

. Link to Risk

Macro-
economic risk

Geopolitical
risk

Interest rate
risk

Exchange rate
risk

2 2 TV SRRt ifoals with banks to capitalise on

the favourable movement
in interest rates

® Favourable impact on
borrowings costs given
relatively high debt levels

REGULATORY DEVELOPMENTS

Key regulatory developments impacting the Group during the year included
developments in the monetary and fiscal policies, import restrictions on selected
imports, debt-relief granted to pandemic-affected businesses as well as revisions
to estate sector wages. The proposed ban on fertilizer ban is also expected

to have a considerable impact on the Group’s operations, particularly in the
Agriculture and Plantation Sectors.

Implications on Hayleys . Our response ' Link to Risk
® Favourable impacts of the ® Proactively Government
accommodative monetary policy negotiating with Policy

suppliers to obtain
extended credit

stance

® The requirement to obtain 6 INGSESE (152 1l

months’ credit from international ® Engaging

suppliers for selected imports with industry
stakeholders

and government

in promoting a
productivity-based
remuneration model

Exchange rate

risk

® The decision by the Wage Board
to increase estate sector wages
to Rs.1000 a day will have a
significant impact on the entire
Plantation Sector’s profitability.
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NEW WAYS OF WORKING

The pandemic has resulted in an unprecedented shift towards working from home, as organisations have leveraged digital
capabilities and connectivity to ensure the safety of people while continuing operations. This trend has offered an opportunity
to drive smarter, faster and safer ways of collaborating and working while driving cost efficiencies. Globally organisations are
exploring ways of continuing to operate work-from-models, even after the pandemic is over.

Implications on Hayleys . Our response . Link to Risk
® Need to drive continued interactions with ® Engagement and training initiatives People-related risks

employees to ensure continued engagement shifted to digital platforms during )

) IT risks
and morale as well as physical and mental the year
lI-bei

well-being ® Strengthened the Group’s IT and

® Increased vulnerability to cybersecurity risks cybersecurity risk management
frameworks

® Long-term implications on organisational
culture

IMPLICATIONS OF CLIMATE CHANGE

Implications of climate change have intensified over the past decade or so, with erratic weather conditions, and natural
disasters are becoming increasingly frequent across the world. The impacts on value chains, agricultural outputs, communities
and businesses have been severe with the World Economic Forum’s Global Risk Report for 2020, ranking natural disasters and
failure to prevent climate change high both in terms of impact and likelihood.

Implications on Hayleys Our response Link to Risk

® Direct implications on the Agriculture and ® Environmental risk management Climate related risks
Plantations Sector through impacting crop is supported by the Group’s
quality, production volumes and yields comprehensive ESG Framework,

which provides guidance on
identifying and mitigating
environmental risks.

® Impacts on Sector such as Hand Protection,
Purification and Eco Solutions which rely on
agricultural supply chains

® The Agriculture Sector has
introduced climate-smart solutions
and protected agriculture solutions.

® Adverse implications on Sectors which rely
heavily on natural resources such as Textiles
and Hand Protection

TECHNOLOGY

The pandemic has accelerated the shift towards digital, with advances in technology and emergence of new capabilities such
as data analytics, robotics and artificial intelligence offering considerable opportunities for organisations to drive efficiencies
while adopting new ways of working have offered an unparalleled opportunity for organisations to drive considerable
improvements in efficiency, productivity and reliability

Implications on Hayleys . Our response . Link to Risk

® Opportunities in enhancing the efficiency ® Enhance the Group’s online visibility  IT-related risks
of manufacturing operations through

: ® Increase employee and customer
automating processes

engagement through digital
® Opportunity in embracing new ways of platforms

working ® Drive efficiencies through

automation and digitalisation

Hayleys PLC Annual Report 2020/21
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SECTOR REVIEW - ECO SOLUTIONS

+26%
growth in revenue

+51%
growth in PBIT

+86%
growth in PBT

+115%
growth in PAT

+12%
growth in assets

56 new products
launched over the
last 3 years

Strong research
capabilities
through
partnerships with
external experts,
universities and
research bodies

One of Sri
Lanka’s leading
manufacturers
of value added
coconut fibre
based products

Array of over 130
products in 1,200
variants

® 50% jobs created

outside the
Western province

Rs.5.61 bn
payments to
suppliers (+212%)

USD 38 mn
foreign exchange
generated

® 66% reliance on

renewable energy
led to a 12%
reduction in the
carbon footprint
despite increased
activity levels

Portfolio of
products
addressing
environmental
risks such as soil
erosion and reef
preservation
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ECO SOLUTIONS IS ONE OF SRI LANKA’S LEADING MANUFACTURERS OF VALUE-ADDED COCONUT
FIBRE PRODUCTS WITH A GLOBAL REPUTATION FOR QUALITY, INNOVATION AND TAILOR-MADE

SOLUTIONS. THE SECTOR’S PRODUCTS ARE EXPORTED OVER 70 MARKETS WORLDWIDE.

VALUE CREATION HIGHLIGHTS

— 99

>
Financial Manufactured
Capital Capital

® +Rs. 763 mn PBT
(+86%)

® +Rs. 296 mn
CAPEX

® +Rs. 660 mn
PAT (+115%)

® +Over 70%
capacity

utilisation levels
® +Rs. 654 mn

Operating
Cashflow
generated

Social &
Human . .
Capital Relationship
P Capital
® +Rs. 672 mn ® +440 customers
payments to acquired
employees
(+16%) ® +1,099 suppliers

of which 86%
® +95% retention are small-scale
rate suppliers

® +Rs. 7 mn

+16 new in carbon
products footprint
launched
® +30% reduction
® +7 certifications in carbon
intensity

0/

Natural
Capital

Intellectual
Capital

® +66% reliance
on renewable
energy

investment in
research and
development
® +12% reduction

+ Positive Outcome - Negative Outcome

PROFITABILITY AND CASH FLOW
GENERATION

Rs. mn %
8,000 8
7,000
6,000 6
5,000
4,000 &
3,000 5
2,000
1,000 0
(]
-1,000 -2
2019 2020 2021
Ml Revenue M Net operating cashflow

B PAT — ROCE (%)

Strong revenue growth supported
by customer acquisition and market
expansion together with cost
conscious manufacturing resulted in
good profit growth during the year.

CUSTOMER AND MARKET EXPANSION

No. No.
500 30
400 25
300

20
200
100 =
(0] 10
2019 2020 2021

Bl Customer acquisition
— New products

The Sector aggressively pursued
acquisition of customers in existing
and new markets while expanding its
product offering in key markets

RELIANCE ON RENEWABLE ENERGY

% tCO,e
100 5,000
80
60
4,500
40
20
o 4,000
2019 2020 2021

Bl Renewable energy
— Carbon footprint

The Sector’s reliance on renewable
energy through bio-mass has resulted
in a sustained reduction in carbon
intensity
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SECTOR REVIEW - ECO SOLUTIONS

SCOPE OF SECTOR OPERATIONS

Brushware

Eco fibre

Floor coverings

CONTEXT TO PERFORMANCE

The increase in fibre-based finished products exports

Rupee depreciation

induced pressure on the country’s external position.

13%

Growth forecasted
from 2021-2026

The long-term outlook for eco-fibre products

remain positive supported by increased prevalence
towards eco-friendly products and more stringent
environmental regulations in major export markets.

OUR STRATEGY

SRI LANKA COCONUT PRODUCTION

+8% was driven primarily by strong growth in moulded Nuts mn
Fibre finished coir products which are used in horticulture. Other 2,500
products exports categories including brushes, mats and mattings 3,000
declined during the year.

2,500

+42% ) Coconut prices surged in 2020 reflecting supply 2[00
Ingrease It geeonit disruptions as total production fell by 10%. 1,500
price —
6.4% The Sri Lankan Rupee recorded sharp depreciation 500
- in the 4th quarter of 2020/21, due to pandemic- )

2016 2017 2018 2019 2020

Strategic Imperatives KPI Target for 2021/22
® The Sector pursued geographical Enhance relationships with major
é@ expansion in new markets while 440 distributors in key markets while

consolidating its position in existing New customers acquired forming partnerships in new
markets. markets.

® In order to address increasing challenges Geographical diversification in
in procuring raw materials, the Sector is Rs.50 mn raw material procurement.
pursuing backward integration, thereby Investment in backward integration

= exploring avenues of producing raw over 3 years

materials internally.

® The Sector continues to drive innovation 16 Increased focus on value-added

through its advanced research
capabilities, highly-skilled research team
and partnerships with academics and
third-party consultants

New products launched

Rs. 7 mn
Investment in R&D

product range and enhancing
brand value for growing-media
products.
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INTEGRATED PERFORMANCE REVIEW

O 177% increase in rubber mat production capacity SECTOR FINANCIAL PERFORMANCE
Rs. mn Rs. mn
1,000 15,000
@ @ Strong customer acquisition drive with 440 new 800
:tl customers added 12,000
(] 600
Zz 9,000
<Zt gg@ Rs. 672 mn payments to 616 employees 400
Lu'.lL 250 6,000
04 @ Over 200 new suppliers added with a view to
o . e . 0 3,000
diversifying supply chain 2017 2018 2019 2020 2021
. ) ) PBT
®@ 44% reduction in vvajer consumption and 5% reduction !T(Ejtal liabilities _;Ztva;najesets
in energy consumption
IMPLICATIONS AND RESPONSE TO COVID-19 Following strong turnaround in
2018/19, the Sector has continued
IMPLICATIONS OF COVID-19 OUR RESPONSE 5% Its growth trajectory recording
revenue growth of 26% during the
e Disruptions to supply chain ® Accelerated efforts to pursue year, while Profit before tax increased
and resultant escalation in raw backward integration to ensure by 86% reflecting improvements in
material prices continued access to raw materials core performance. The performance
e Limited labour availability and mitigate impacts of volatile for the year reﬂe.c.ts aggressive o
costs customer acquisition in both existing

° gfgfggfs“ggea?ge‘jgsotff”eme”t o Covid19 certifications for all end new markets, angoing focus

countries being in lockdown manufacturing facilities through SGS o ratiinalisation arisir; i

Lanka (Pvt) Ltd ( sation gfrom

increased efficiencies and productivity
® Re-negotiation and rescheduling of improvements. Despite increase

orders in operation expenses and raw
materials, the sectors cost conscious
manufacturing strategy resulted in
profit after tax more than doubling to
Rs.660 mn during the year.

® Limited shipping space driving
freight costs

Strategic focus was placed on
expanding market penetration and the
Sector consolidated its position in key
markets such as UK, USA, Turkey and
Mexico. We also sought to expand the
product range offered in key markets,
widening the Rubber mat portfolio

in the floor covering sub sector. The
Eco fibre segment performed well
with strong growth in Value added
growing media and Horticulture,
while the Sector successfully
preserved margins in this segment. In
addition to international markets, the
Sector continued to pursue deeper
penetration in the domestic market
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SECTOR REVIEW - ECO SOLUTIONS

through its mattress range, leveraging
the extensive reach of Singer (Sri
Lanka) PLC to increase geographical
reach.

We aggressively sought to develop a
range of new products during the year
leveraging our research capabilities to
launch 16 new products; this included
seed pads, micro greens etc. among
others. The Sector continues to partner
with academics, universities and
external experts in formulating and
developing innovative and sustainable
product offerings which aim to
address emerging environmental
challenges such as soil erosion, waste
to landfill and limited availability of
land for cultivation. The Sector has

a healthy pipeline of new products,
with plans to launch new product
categories and variants in 2021/22. In
addition, we continue to comply with
a range of international certifications
in quality, environmental management,
social compliance as well as industry-
specific certifications such as BRC
(British Retail Consortium) for floor
coverings.

STAKEHOLDER VALUE CREATION

Securing an uninterrupted supply of

raw material remains a key challenge

for the Sector given unfavourable
weather patterns which have led to
volatile prices. Imported raw materials
are exposed to added volatility in prices
given the fluctuations in exchange rate.
In addressing this challenge, the Sector
has increasingly sought backward
integration, seeking to develop in-

house fibre extracting capabilities while
expanding local sourcing channels.
During the year, we launched the first
phase of an in-house palmyrah extraction
project and expanded our network of
external centres to Jaffna, which resulted
in significant cost-efficiencies while
supporting nearly 50 livelihoods in an
economically vulnerable area. We hope
to increase the volumes secured through
this channel and completely eliminate
reliance on imported palmyrah fibre,
thereby preserving the country’s

foreign exchange and developing local
supply chains.

Given the high energy intensity of its
operations, the Sector has in recent
years sought to reduce dependence

5

New products in pipeline

E;Ea 16

New products

on fossil fuel-based energy sources
through increasing reliance on
renewable energy. Accordingly, the
Sector has introduced bio-mass
boilers at its manufacturing locations,
which has led to a sustained decline
in the use of furnace oil. During the
year, renewable energy accounted

for 66% of the Sector’s total energy
consumption; accordingly, despite the
increase in operational activity, the
Sector’s carbon footprint decreased by
12% during the year under review. Our
portfolio of products also contributes
towards addressing emerging
environmental issues, such as soil
erosion and limited availability of land
for cultivation.

STAKEHOLDER VALUE CREATION

Rs.mn
2,000

1,500

1,000

500

2020

B Employees

B Government

B Shareholders

M Lenders of capital
Value retained

2021

[aa)

EMPLOYEES SHAREHOLDERS SUPPLIERS CUSTOMERS
Stringent safety Record growth Expansion of local Ongoing investment
guidelines in revenue and supplier base in research and

implemented across  profitability ensuring and geographical development
all factories superior returns to diversification of capabilities
shareholders suppliers to ensure in developing
security of supply innovative and
chain. sustainable products
o o o o
Rs. 672 mn Rs. 660 mn Rs. 5.60 bn Rs. 7 mn
(+16%) (+115%) (+212%) Investment in R&D
Payments to Profit after tax Payments to
employees suppliers 16
12% New products
95% ROE 86% launched
Employee Small scale
retention rate suppliers
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SECTOR CONTRIBUTION TO SUSTAINABLE DEVELOPMENT GOALS

Relevant SDG | Our Contribution

energy, which accounted for 66% of the Sector’s total energy

Q ® During the year the Sector consumed 46,551 GJ of renewable
consumption

SUSTAINABLE
DEVELOPMENT

GOALS

® The Sector’s products support environmental preservation
through erosion control, shoreline protections and riverbank

greening
EE ® Through a unigue supplier development initiative, the Sector is
@ exploring ways to develop livelihoods along its supply chain by

sourcing Palmyrah fibre from Jaffna

PLANS

Over the short-to-medium term the
Sector will seek to direct capital
investments towards enhancing
capacity and capabilities in the value
added growing media category. We
will also seek to further expand our
footprint in the floor covering sub
sector for rubber mat manufacturing,
for which we see strong growth.

The Sector will also continue to

seek growth in the domestic market
through its mattress line as we look
to widen our product offering in this
category with the launch of Canada’s
no.l mattress brand “Springwall”
manufactured under a direct licensing
agreement. Securing a sustainable
supply chain through backward
integration as well as expanding our
network of local suppliers will also be a
priority in the near term.

" Financial objectives
Opportunities -+ )

* Increased demand for growing media products due to rapid urbanisation Short-to-medium term goals

» Increasing stringency of environmental regulations ROCE >15%
«  Growth opportunities in new markets ROE >10%
+ Strengthening backward integration to ensure a sustainable supply chain PBT Rs.1.0 bn

R —C-)

* Challenges in sourcing raw materials and fluctuations in pricing

+ Exchange rate volatility
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SECTOR REVIEW - HAND PROTECTION

HIGHLIGHTS OF 2020/21

DDD@

FINANCIAL
PERFORMANCE

+70%
growth in revenue

+5-fold
growth in PBIT

+5-fold
growth in PBT

+5-fold
growth in PAT

+110%
growth in assets

INNOVATION

New product
development in
both supported
and unsupported
gloves

5 patents applied

Launch of DPL
Technology
Platforms for
products

@

MARKET
POSITION

Among the top
household &
Industrial glove
manufacturers in
the world

Products sold
in over +70
countries

5 manufacturing
facilities in

Sri Lanka and
Thailand

€

ECONOMIC
IMPACT

914 new
employment
opportunities
created

28% of Sri Lanka’s
glove exports

UsSD 64.8 mn
foreign exchange
income generated

&

PEOPLE AND
PLANET

100% reliance on
biomass energy for
powering boilers

Ongoing efforts
to increase water
recycling using
nature-based
solutions

Value injection

to local rubber
farmers through
sustainable supply
chain partnerships
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THE SECTOR IS A GLOBAL LEADER IN PROTECTIVE HAND-WEAR, SERVING CLOSE TO 5% OF THE
GLOBAL DEMAND FOR NATURAL AND SYNTHETIC-LATEX BASED HOUSEHOLD AND INDUSTRIAL
GLOVES. WITH ITS PRODUCTS REACHING OVER 70 COUNTRIES, THE SECTOR HAS BUILT A STRONG

REPUTATION FOR INNOVATION, MANUFACTURING CAPABILITIES AND PRODUCT QUALITY

VALUE CREATION HIGHLIGHTS

99

L

W9

. . Social &
Financial Manufactured Human Rel:t‘i:onship Intellectual Natural
Capital Capital Capital . Capital Capital
P P P Capital P P
® +Rs.555bnPBT |@® +Rs. 134 bn ® +Rs.3.49 bn ® +36 new ® +Rs.139 mn ® -41052tCO.e
(+5-fold) CAPEX payments to customers investment in carbon footprint
employees acquired research
® +Rs. 4.41bn PAT |® +5% increase (+37%) ® +>100% (182%)
(+5-fold) in installed ® +1,418 suppliers ® +10 new increase in water
capacity ® +Rs.8mn added to DPL products recycled
training Firstlight launched
investment ® +32% reduction
(-6%) in carbon
intensity
® +28 promotions
+ Positive Outcome - Negative Outcome
PROFITABILITY AND CASH FLOW CAPEX AND REVENUE GENERATION CARBON INTENSITY
GENERATION
Rs. mn % Rs. mn % Kg CO2e/ Rs. mn %
35,000 30 1,500 20 2,500 100
30,000
25,000 2 1,200 5 2,000 o5
20,000 16 900 1,500
15,000 10 90
10,000 © 600 1,000
5,000
2 300 s 500 e
[0}
-5,000 -5 0 0 0 80
2019 2020 2021 2019 2020 2021 2019 2020 2021
Bl Revenue M Net operating cashflow M Capex W Carbon intensity

B PAT — ROCE (%)

Record revenue and profitability
supported by the surge in demand
for gloves and the Sector’s ability to
successfully cater to this demand.

— PPE turnover ratio

The Sector’s recent investments

in capacity expansions served it

well, enabling it to capitalise on the
opportunity presented by the surge in
demand.

— Reliance on renewable energy

The Sector’s reliance on renewable
energy through bio-mass has resulted
in a sustained reduction in carbon
intensity.
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SECTOR REVIEW - HAND PROTECTION

SCOPE OF SECTOR OPERATIONS

Supported gloves Unsupported gloves Disposable gloves

CONTEXT TO PERFORMANCE

+>90% The outbreak of the pandemic resulted in a dramatic RUBBER CULTIVATION IN SRI LANKA
. surge in demand for gloves- particularly disposable

Demand for disposable gloves which in turn led to supply shortages in the (%, Gatm Rs. per Kg
gloves world market. 100 400
+22% Domestic and global rubber prices increased during 80 350
Increase in rubber the year in view of stronger demand from glove 60 300
auction price manufacturers and other industries.

40 250
6% - 8% Suppliers have ramped up capacity in catering for the
Capacity expansions increased demand, which could lead to price pressure 20 208
across the industry over the medium-term. ) 150

2016 2017 2018 2019 2020
13% Although moderating from its record-high levels,
Growth forecasted from demand is expected to be robust in 2021, although B Production
2021-2026 prices are expected to gradually decline. — Colombo Auction Price (RSST)
— Cost of production

OUR STRATEGY

Strategic Imperatives “ Target for 2021/22

® The Sector sought to strengthen 5% Complete ongoing capacity
manufacturing capabilities through Capacity increase expansions in all 5 Sri Lanka and
capacity enhancements, as well as Thailand locations, resulting in a
process improvements and upgrades in 87% further 13% increase in capacity.
machinery and infrastructure. Capacity utilisation level
® Ongoing investments in research and 10 Increase contributions from
o™ development resulted in the launch of a New products launched high margin value added
@ range of new products during the year, products.
including several premium gloves. Rs. 139 mn

Investment in R&D

® Given disruptions to supply chains and 1.418 Maintain balance between
constraints in sourcing raw materials, o locally purchased and imported
the Sector expanded its network of New Firstlight farmers added latex materials while pursuing
local farmers through the DPL Firstlight 65% environmentally friendly

program, widening the program'’s reach to sustainable sourcing practices.
4 new districts Local procurement
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INTEGRATED PERFORMANCE REVIEW
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5% Increase in volumes

2z
909

Acquisition of 36 new customers and retention of all
existing customers

Rs. 3.49 bn payments to 2,081 employees

SECTOR FINANCIAL PERFORMANCE

initiatives

PRE-FINANCIALS

Rs.250 mn savings generated through lean and TPM

2

1,418 addition of Firstlight farmers, while 46% Increase
In payments to suppliers

7

93% reliance on renewable energy

Rs. mn Rs. mn
6,000 35,000
5,000 30,000
4,000 25,000

20,000
3,000

15,000
2,000 10,000
1,000 5,000

(0] (0]

H PBT
— Total liabilities

2017 2018 2019 2020 2021

Total assets
— Revenue

IMPLICATIONS AND RESPONSE TO COVID-19

IMPLICATIONS OF COVID-19

® Surge in demand for disposable
gloves given heightened safety
concerns, leading to a considerable
demand and supply gap in the short-
term. Demand for household gloves
also increased due to health and
hygienic awareness.

® Challenges in securing raw materials,
given supply constraints in both
nitrile and natural latex together with
disruptions to shipping and logistics

OUR RESPONSE

&

® Increased capacity utilisation
levels in the immediate term
through upgrading machinery,
re-engineering processes and
optimising resources

® Strengthened engagement
and widened the network of
local suppliers through DPL
Firstlight

The Hand Protection Sector delivered
a year of exponential growth, with
revenue increasing by 70% and profits
for the year reaching a record high of
Rs. 4.41 bn. Performance was upheld
by the surge in demand for gloves
during the year, and the Sector’s
timely efforts to enhance capacity and
utilisation in all locations. Profitability
was also supported by increased
contributions from high-value
products, relentless focus on operating
efficiencies and effective supply chain
management. The Sector’s Thailand
operation recorded strong turnaround
following the surge in demand for
disposable gloves, while ICOGUANTI
S.p.A. the marketing arm in ltaly also
delivered good growth.

The success of the year is

largely attributed to the Sector’s
manufacturing excellence, which

saw capacity utilisation levels of 87%
supported by strategic focus on
driving plant efficiencies, infrastructure
and machinery upgrades. Stringent
health and safety protocols and work
arrangements enabled the Sector to
operate relatively uninterrupted during
the year, successfully catering to the
surge in demand. Meanwhile, DPL
Production System- which consists

of Lean initiatives, TPM and Kaizen
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SECTOR REVIEW - HAND PROTECTION

DPL TECHNOLOGY PLATFORM

® DPL Comfort Technology:
Enhanced flexibility which
reduces hand fatigue. Introduced
a glove with sweat absorption
properties

® DPL Supergrip Technology:
Offers better grip for oil, wet and
dry surfaces

® DPL SuperchemTechnology:
Featuring enhanced chemical
resistance

® DPL Earthsafe Technology:
Biodegradable properties

® DPL Skinsafe Technology:
Free of chemical allergy
emissions

generated savings to the tune of Rs.
250 mn, as recent efforts aimed to
drive operational excellence continued
to generate savings.

The Sector’s competitive advantage

is sharpened by the strength of

its research and development
capabilities, which has allowed it to
consistently cater to evolving customer

STAKEHOLDER VALUE CREATION

requirements. During the year, under
review, the Sector launched 10 new
products, comprising 5 unsupported
and 5 supported gloves. We also
launched a new technology platform
for products, featuring unique
characteristics across 5 categories
(presented alongside). In recent years,
DPL has sought to widen contributions
from premium, value-added gloves and
made further progress during the year
with the launch of premium electrician
gloves, and magnetically detectable
gloves. In a unique innovation, we

also introduced a glove manufactured
using recycled PET material, an
environmentally friendly product
which reduces landfill waste through
recycling PET bottles.

We continued to pursue the acquisition
of new customers, particularly from
the USA and European region, aided
by our ability to quickly ramp up
production to meet increased demand.
Accordingly, we acquired over 30 new
customers in both household and
industrial segments, while retaining

all existing customers. We leveraged
online platforms to maintain a high
level of customer engagement and

achieved the customer satisfaction
level of 80% during the year under
review.

The Sector continued to empower
livelihoods through the DPL Firstlight
initiative; during the year, we further
expanded our network of farmers with
the addition of 1,418 new suppliers

in several new regions including
Monaragala and Kegalle. Given supply
disruptions and difficulties in sourcing
latex from international suppliers, the
Sector increased reliance on domestic
suppliers during the year.

Pursuing sustainable manufacturing
methods has always been a part of the
Sector’s ethos and it continues to make
inroads in reducing its environmental
footprint through increased reliance on
renewable energy. During the year, we
proactively sought to recycle and re-
use water across all our locations; for
instance, in Hanwella, water discharged
from the plant is treated through an
effluent treatment plant and directed
to a wetland from which it is pumped
back for reuse. As a result the total
quantum of water recycled increased
by 182%, while 9% of total water
withdrawal was recycled.

O
(2
STAKEHOLDER VALUE CREATION EMPLOYEES SHAREHOLDERS SUPPLIERS CUSTOMERS
Rs.mn Stringent safety Record growth Expansion of Strengthened
2,000 guidelines in revenue and the network of customer value
implemented across = profitability ensuring local farmers and proposition through
all factories superior returns to socioeconomic uninterrupted
1500 : o shareholders. empowerment production,
Ongoing training S : :
through fair pricing, innovation and
and development ; . .
o capacity building and customer service.
1,000 through digital
buy back guarantees.
platforms.
00 ° ® ° °
Rs. 3.49 bn Rs. 1.74 bn Rs. 15.56 bn 80%
o (+37%) Dividend for the year (+46%) Customer
2020 2021 Payments to . Payments to suppliers satisfaction rate
B Employees employees 46% Rs. 5 mn
B Government ROE " | d
W Shareholders Rs. 8 mn Co_mmumty & ‘—_jte
W Lenders of capital Investment in investments in
Value retained training Firstlight
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SECTOR CONTRIBUTION TO SUSTAINABLE DEVELOPMENT GOALS

Relevant SDG | Our Contribution

® Our array of gloves encourage increased health and hygiene
in households, industries and medical services, a proposition

GOOD HEALTH

AND WELL-BEING

/ \ which gained critical importance given heightened health and
/ N\ safety risks during the year
/ -~ \ 19 . . _ _
@ ® 100% reliance on bio-mass to fuel our boilers has resulted in a
[ SUSTAINABLE | sustained decline in the carbon footprint
BB goais J
\ “ 0] ® Through DPL Firstlight we empower and support over
4,500 rubber smallholders, directly contributing to their
. P socioeconomic empowerment
\ /

- ® 93% of the sector energy requirements fulfilled through
renewable energy

PLANS

While global demand for gloves is
expected to moderate from the record-
high levels experienced in 2020/21,
demand is expected to remain robust
given the still evolving nature of the
pandemic and increased health and
safety consciousness post COVID-19.
The Sector has invested Rs. 1.34 bn in
capacity expansions, which is expected
to result in a near 13% increase in our
capacity by 2021/22. With regional
manufacturers ramping up capacity, we
expect a degree of price pressure which
will see margins narrowing somewhat
compared to 2020/21. That said, the
Sector is confident of leveraging its
manufacturing capabilities, innovation
and strong customer relationships to
deliver continued growth in earnings.

Opportunities

+  Demand for gloves expected to be resilient in 2021/22 Financial objectives

« Capacity expansion and increased capacity utilisation Short-to-medium term goals

+ Development of premium, value-added products Revenue growth >10%
- Driving increased operational efficiencies ROE >20%
Gearing <50%

=)

* Anticipated price pressure

+ Exchange rate volatility

* Increase in raw material prices in line with recovery of commodity prices
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SECTOR REVIEW - PURIFICATION

+12%
growth in revenue

+77%
growth in PBIT

+107%
growth in PBT

+102%
growth in PAT

+23%
growth in assets

® Portfolio of over
200 product
variants

® 13 new products

developed with
increased focus
on value-added
products

® Ongoing focus

on R&D with
12 products in
the pipeline for
2021/22

A global leader
in coconut shell
based activated
carbon with a
16% market share

Leading
provider of
water and waste
purification in Sri
Lanka, Maldives
and region

Value added product

‘-'capacit;}xp_ah%i"" rogress:
™ a —— -~

.

® Value injection

across rural supply
chain through the
procurement of
coconut shells

Ongoing efforts
in supplier
development
and propagating
sustainable
practices

Ensured physical
and emotional
wellbeing as well as
financial security of
our employees.

N

e

® Addition of 69

green charcoaling
pits, bringing the
total over 330.

Supply of raw
material coconut
shell charcoal

from environment
friendly
charcoaling units in
Sri Lanka 66% and
Thailand 20%
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HAYCARB IS A GLOBAL LEADER IN THE MANUFACTURE OF COCONUT SHELL-BASED ACTIVATED
CARBON WITH A MARKET REACH OF OVER 50 COUNTRIES AND IS ALSO A LEADING PROVIDER
OF WATER AND WASTE PURIFICATION SYSTEMS IN SRI LANKA AND MALDIVES WITH A STRONG
REPUTATION FOR INNOVATION, TECHNICAL EXCELLENCE, CUSTOMER CENTRICITY AND

SUSTAINABLE OPERATIONS.

VALUE CREATION HIGHLIGHTS

22

Natural
Capital

Intellectual
Capital

® +Rs. 28 mn
investment in

® -34,410 tCOe
carbon footprint

=
Financial Manufactured
Capital Capital
® +Rs. 4.48 bn +Rs. 1.05 bn
PBT (+107%) CAPEX
® +Rs. 3.55bn ® +Increased
PAT (+102%) focus on

manufacturing
efficiency at
plants

® +Rs.2.06 bn
Operating
Cashflow
generated

Social &
Human . .
Capital Relationship
Capital
® +Rs.2.62bn ® +36 suppliers
payments to assisted
employees
(+23%) ® +Rs.45mn
investment
® +2,677 training in supplier

hours development

® -15% attrition

research
® +7% reduction in
+5 awards water intensity
and 2 new
certifications ® +10% increase
during the year in renewable
electricity
generation through
waste heat

+ Positive Outcome - Negative Outcome

PROFITABILITY AND CASH FLOW
GENERATION

Rs. mn %
30,000 30
25,000
20,000 20
15,000
10,000

5,000 1Y

]
-5,000 o]
2019 2020 2021
Bl Revenue B Net operating cashflow

B PAT — ROCE (%)

Record revenue and profitability
supported by the Sector’s ability to
ensure continued operations, increased
contribution from the value-added
portfolio and ongoing manufacturing
and operating efficiencies through
Lean and ClI platforms.

NURTURING OUR INTELLECTUAL
CAPITAL

No. No.
15 8
12 6

9
4
6
3 2
0] (0]
2019 2020 2021

W New products developed
B Number of processes improved
— Products in the pipeline

Ongoing investments in R&D that

led to continued new product
development, coupled with an incisive
marketing strategy sharpened the
Sector’s competitive edge and
strengthened its brand values of
innovation, technical excellence,
customer centricity and sustainability.

PRESERVING NATURAL CAPITAL

Kg COe Liter mn
35 5000
30

400
25
20 300
15 200
10
100
5
]

2019 2020 2021

W Carbon footprint
— Water usage

The Sector is committed to reducing the
environmental footprint of its operations
and in recent years has strived to reduce
dependence on fossil fuels through
renewable energy generation; in 2020/21
emissions increased reflecting higher
operational activity
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SECTOR REVIEW - PURIFICATION

SCOPE OF SECTOR OPERATIONS

Activated carbon Environmental engineering

CONTEXT TO PERFORMANCE

Global demand for activated carbon remained resilient COCONUT PRODUCTION
Resilient in 2020, upheld by the growth in the global mining
demand industry and increased emphasis on hygiene and safety N:tg((')“g) Rs. g‘g NI
in the aftermath of the pandemic 3,500
+42% Coconut prices increased during the year reflecting 3,000 60
Increase in coconut a near 10% decline in production levels and higher 2,500
prices demand. 2,000 40
. . . . . 1,500
o With gold prices increasing during the year, the global
+27% T o 1,000 20
. mining industry has seen a resurgence, thereby driving
Increase in gold - : ' S . 500
; a parallel increase in activated carbon, which is an input o o
prices : .
in gold processing. 2016 2017 2018 2019 2020
8% Growth is driven by increasing regulations on industrial _
A ‘t,' N discharge, stringency of air pollution regulations and ! i‘j;?a”;et Egg;ﬁ;ﬂ
NIEENS the pandemic-induced prevalence towards hygiene and
growth (2021-2028) cleanliness.

OUR STRATEGY

_______KPl______ Targetfor2021/22

Strategic Imperatives

Innovation and new product development continue 13 Optimise product portfolio and

to be critical success factors and the Sector New products developed = Seek continuous new product

consolidated its position in the value-added and development to capitalise on
Rs. 28 mn

energy storage portfolios

Investment in R&D

emerging opportunities

Customer centricity is key to our strategy and the
Sector maintained proactive customer relationship
management, leveraging our digital capabilities to
drive innovative ways of engagement, including the
launched of Haycarb Virtual Tour video.

Over 80%

Customer Satisfaction

Sharpen focus on customer
management through customer
centricity and sales focus

The Sector continued to seek market penetration,

consolidating its position in key markets such as USA,

Europe, China and South Korea, while also pursuing
growth in markets with lower penetration such as
Russia, East and West Africa and South America.

30

New customers acquired

Target new distributorships in
growth markets such as India,
China, Eastern Europe and South
Asia among other

@
.

Building capacity and value addition capabilities in
multiple manufacturing locations.

10%
Growth in capacity

Target to capture new market
opportunities and commercialise
NPD
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INTEGRATED PERFORMANCE REVIEW

13

5% Increase in sales volumes

!7
13 new products added to the portfolio

4
< @ Acquisition of 30 new customers in existing and new
"Z) markets
<
: O
i
2 M Rs. 2.62 bn payments to employees
o

Rs. 1.05 bn capex in enhancing manufacturing

infrastructure

@ 11% increase in payments to suppliers

SECTOR FINANCIAL PERFORMANCE

Rs. bn Rs. bn
5 30
4 25
20
3
15
2
10
L 5
(] 0
2017 2018 2019 2020 2021
W PBT Total assets
— Total liabilities ~ —Revenue

IMPLICATIONS AND RESPONSE TO COVID-19

IMPLICATIONS OF COVID-19 OUR RESPONSE 3%’:?
® Opportunities in forward ® Achieved good volume growth in
diversification through the surge a new Oxypura face mask range
in demand for face masks. which was specifically designed to

: ) ) tect inst COVID-19.
® The increased price of gold during protect agains

the pandemic and the resultant ® Timely capacity expansions and
expansion of mining activities proactive efforts in recommencing
led to an increase in demand for operations during the lockdown
activated carbon. enabled the Sector to capitalise

o on these demand trends.
® Restrictions on travel and

downturns in regional markets ® Puritas secured significant
impacted the design and government projects in Sri Lanka
installation of water and for water supply and sanitation.

wastewater projects of Puritas.

The Purification Sector delivered a
year of record growth and profitability,
with revenue increasing by 12% and
profit after tax more than doubling to
Rs. 3.55 bn, the highest in the Sector’s
operating history. Recent investments
in enhancing manufacturing
capabilities and widening the

product portfolio augured well for

the Sector, which combined with
stringent safety protocols enabled it
to ensure reliable and uninterrupted
supply despite the unprecedented
challenges that prevailed. Profitability
margins recorded considerable
improvement reflecting increased
sales volume, contributions from the
value-added portfolio and ongoing
focus on operating efficiencies. Overall
profitability was also supported by the
decline in net finance cost during the
year. The Environmental Engineering
arm’s performance was somewhat
impacted by the slowdown in projects,
following the restrictions on mobility
which in turn resulted in profits
declining by 13.8% during the year.

In recent years, we have placed
strategic emphasis on improving
portfolio profitability through
driving increased contributions
from value-added products. This
strategy has served us well and the
Sector consolidated its presence

Hayleys PLC Annual Report 2020/21




14

SECTOR REVIEW - PURIFICATION

through innovations in energy
storage, chloramine removal

carbons, impregnation carbons,
respirator carbons and POU carbons,
among others. We also leveraged

our capabilities to drive forward
diversification thereby capitalising

on the surge in demand for face
masks with the launch of a new face
mask series which generated good
revenue and profit growth. With 12
new products currently in the pipeline
the Sector will continue to pursue
innovation-led growth over the short-
to-medium term.

Given disruptions to supply chains
during the year, the Sector proactively
sought to increase its raw material
inventories, which in turn facilitated
uninterrupted production. Fluctuations
in raw material pricing and availability
continue to be one of our key
challenges and we have sought to
address this through expanding and
engaging closely with our supplier
base. We made considerable progress
in our unique “Haritha Angara”
initiative which aims to promote
environmentally- friendly charcoaling,
thereby reducing the carbon footprint

STAKEHOLDER VALUE CREATION

across our supply chain. During the

year, we added 69 new ‘Haritha Angara’

pits bringing the total to over 330
with nearly 200 suppliers empowered
through this program to date.

As a large manufacturing organisation,
Haycarb is committed to reducing

the environmental impacts of its
operations through process innovation.
During the year, modification to the

air treatment (AT) process for volatile
gas burning i(VBC) in the Pellet

plant generated savings in fossil fuel
usage while improvement to washing

processes reduced water consumption.

As a result of these initiatives, the
Sector’s water intensity levels declined
by a 7% and renewable electricity
generation has increased by 10%
during the year.

Employee safety was a foremost
priority given the prevalent conditions,
and the Sector implemented an

array of hygiene and sanitization
measures during the year. Our Sri
Lankan facilities also obtained the
Certificate of Conformity, Covid-19
Management System SLS 1672: 2020
from Sri Lanka Standards Institution

SALES BY APPLICATION
%* 1
20

45

W Water
B Gold

M Air treatment [l Respirator

M Others

(SLSI while all existing certifications
were renewed through online audits.
As a responsible corporate citizen,
Haycarb also contributed towards
combatting COVID-19 through donating
face marks and carbon to health
authorities, donations and medical
equipment to the intensive care unit
of the Infectious Diseases Hospital and
providing essential items to COVID-19
impacted communities. The Sector

is also the driving force behind the
Hayleys’ Group’s flagship CSR project
“Puritas Sath Diyawara” through which
we provide access to 190,000 litres of
purified water per day to over 43,800
people in 23 villages affected by the
Chronic Kidney Disease.

STAKEHOLDER VALUE CREATION SHAREHOLDERS SUPPLIERS COMMUNITIES
Rs.mn Strong growth in revenue We continued to propagate Ongoing investments in
10,000 and profitability, resulting in ~ sustainable manufacturing “Puritas Sath Diyawara”
record earnings practices through the and Going Beyond through
8,000 “Haritha Angara” initiative continued monitoring, book
distribution and educational
6,000 support
o o o
4,000
32% 36 43,800
2000 ROE Suppliers assisted Puritas Sath Diyawara
during the year Beneficiaries
0 Re. 1.25 bn Rs. 8.08 b 2,725
Dividend for the year S. ©. n s
2020 2021 ! (+11%) Volunteer hours
B Employees Payments to suppliers
B Government
M Shareholders
B |enders of Capital
Value retained
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SECTOR CONTRIBUTION TO SUSTAINABLE DEVELOPMENT GOALS

Relevant SDG | Our Contribution

g \ 600D HEALTH
AONETEE ® Our products are used to remove pollutants from air, water and
‘ \ —’\'\f' other products
[ @ \
f SUSTAINABLE \
\ B DEVELOPMENT \ RoSwitiion ® 190,000 litres purified per day through the “Puritas Sath

G“"EALS E Diyawara” project in addition to water and sanitization projects
V' of Puritas

® Green charcoaling pits across the island, the world’s first
pollution free charcoaling plant- Recogen Sri Lanka and
installation of vertical charcoaling kilns in Thailand have
reduced the carbon footprint of our supply chain

=

PLANS

Demand for activated carbon has
remained resilient over the last decade
and we are strongly positioned to
capture emerging growth opportunities
by leveraging our capabilities in
innovation, technical excellence,
customer centricity and sustainability.
We will continue to pursue further
penetration in our value-added
portfolio and are keen to enhance
manufacturing capacity, particularly
given the current availability of low-cost
funding. Meanwhile, the Environmental
Engineering arm will continue to pursue
opportunities for new projects in the
government and private sector in Sri
Lanka as well as increase regional
penetration through opportunities in
Bangladesh and Thailand.

" Financial objectives
Opportunities -+

* More stringent environmental regulations in line with the escalating

Short medium term goals

implications of climate change ROCE >15%
» Availability of low-cost funding for capacity expansions ROE >15%
* Development of new products across key application sectors Gearing <50%

* Reducing dependence on fossil fuel-based energy sources

* Reliance of buyers on stronger coconut carbon companies with greater
depth and breadth in supply chain for greater reliability and risk mitigation

e, -

* Fluctuations in raw material pricing and availability

* Exchange rate volatility

* Resurgence of COVID-19 infections in Sri Lanka and other Asian countries
and the resultant restrictions on mobility could prolong the recovery of the
Environmental Engineering Sector and affecting coconut carbon supply chain
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SECTOR REVIEW - TEXTILES

V2

HIGHLIGHTS OF 2020/21

o

FINANCIAL
PERFORMANCE

+20%
growth in revenue

+97%
growth in PBIT

+140%
growth in PBT

+2-fold
growth in PAT

+25%
growth in assets

C

INNOVATION

INNO range
continues to
gain ground
with increased
penetration

New product
development
sharpened
through research
capabilities and
collaborations
with suppliers

MARKET
POSITION

Supplier of
innovative-high
quality fabrics
for leading global
fashion brands
by supporting
operations of
the local apparel
sector

Sri Lanka’s
largest
manufacturer of
synthetic fabric

ECONOMIC
IMPACT

67% employees
fromm communities

8,689 MT of fabrics
produced

Usb 76 mn
foreign exchange
generated

GREENER
BUSINESS

64% reliance
on renewable
energy through
rooftop solar
installation and
biomass energy
consumptions

First Sri Lankan
knitted fabric
manufacturer to
commit to science-
based targets to
reduce the carbon
footprint
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HAYLEYS FABRICS PLC IS SRI LANKA’S PIONEERING FABRIC MANUFACTURER PROVIDING HIGH-END
FABRIC TO GLOBAL FASHION BRANDS. THE SECTOR’S COMPETITIVE EDGE IS UNDERPINNED ON
OUR INNOVATION CAPABILITY, STRONG SUPPLY CHAIN RELATIONSHIPS, LEAN WORK-FLOWS AND

SUSTAINABLE MANUFACTURING

VALUE CREATION HIGHLIGHTS

22

Manufactured
Capital

Financial
Capital

® +Rs. 722 mn PBT | ® +Rs. 110 bn
(+140%) CAPEX

® +Rs. 727 mn
PAT (+3-fold )

® +90% capacity
utilisation levels

® +Rs. 173 bn
Operating
Cashflow
generated

2

Social &
Human . .
Capital Relationship
P Capital
® +Rs. 149 bn ® 100% suppliers
payments to screened
employees for labour
(+6%) practices and

sustainability

® +92% retention criteria

rate

W9

Natural
Capital

Intellectual
Capital

® +64% reliance
on renewable

63% revenue
from INNO and

development energy
range

® +5% reduction
124 new in water
products consumption
launched

® +11% reduction in
carbon intensity

+ Positive Outcome - Negative Outcome

PROFITABILITY AND CASH FLOW
GENERATION

Rs. mn %
15,000 2,000
12,000 1500

9,000

1,000

6,000

3,000 500

(0} (0}
2019 2020 2021

Bl Revenue
M PAT

M ROCE
— Operating cashflow

The Sector delivered a strong
performance supported by good
revenue growth and wider product
margins, reflecting a richer product
mix

FOCUS ON INNOVATION

No. No.
150 12
120 10
8
90
6
60
4
30 2
(6] (6]
2019 2020 2021

Bl New products launched
— Products pipeline

Innovation continues to be key to the
Sector’s strategy and competitive
edge as it continued to widen its
product offering

CONSUMPTION OF NATURAL

RESOURCES
m*mn TJ ‘000
25 1,000
2 800
1.5 600
1 400
0.5 200
[0} O
2019 2020 2021

W Water usage
— Energy usage

Ongoing efforts to drive reductions in
water usage and dependence on fossil
fuels
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SECTOR REVIEW - TEXTILES

SCOPE OF SECTOR OPERATIONS

Athleisure

Sports wear

Lingerie

CONTEXT TO PERFORMANCE

=1%
Global demand for

clothing and textile a growth of 6% in 2019.

The industry was severely impacted by the lockdowns,
travel restrictions, factory shutdowns and closures of
retail stores, resulting in a contraction of 1% compared to

-21%
Decline in garment

and textile exports orders for PPE.

Sri Lanka was able to contain the drop in garment and
textile exports to 21%, supported by their ability to secure

Escalating
competition

Regional competitors such as Bangladesh and Vietnam
have grown significantly, exceeding annual turnover

of USD 30 bn, compared to Sri Lanka’s USD 5 bn,
underscoring the need for higher-capacity manufacturers.

Positive Demand
Outlook

US and European markets.

Demand conditions have gradually recovered and
exepcted to show rebound following the successful
vaccination roll-outs and gradual easing of restrictions in

OUR STRATEGY

GARMENTS AND TEXTILE EXPORTS
USD mn
1,200,000
1,000,000
800,000
600,000
400,000
200,000

0
2016 2017 2018 2019 2020

Strategic Imperatives

KPI

Target for 2021/22

® Innovation is key to our competitive edge and
during the year, the Sector continued to widen
its INNO portfolio with the launch of several
new products/variants. We also sought timely
diversification through manufacturing fabric for

124

New products developed

Rs.3 mn
Investment in R&D

Strengthen customer relationships while
maintaining market leadership position
with INNO and evaluating options for
organic and inorganic growth in order to
increase capacity

PPE.

® We continued to focus on building a secure 83 Develop alternative suppliers for similar
and sustainable supply chain through ] ; materials and proactively monitor

) : ) : Collaborations with .
developing alternative suppliers, conducting ; global market forecasts on pricing
) ) : : : suppliers

supplier audits and collaborating with suppliers

® We pursued ongoing efforts to ensure 64% Drive reductions in energy
sustainable and ethical manufacturing through Belienee on renewalsle consumption and carbon footprint

@ increasing reliance on renewable energy and energy
JL water recycling. We also continued to comply
5 0 . . . 0,

with a host of international accreditations and 12%

certifications.

Water recycled
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INTEGRATED PERFORMANCE REVIEW
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launched

Continued focus on innovation with 124 new products

Rs. 1.49 bn payments to 1,414 employees

PRE-FINANCIALS

Rs.1.10 bn in upgrades and capacity expansions

(]

9% increase in energy consumption and 5% reduction in
water consumption

W PBT
— Total liabilities

SECTOR FINANCIAL PERFORMANCE

Rs. bn Rs. bn
800 15,000
700
see 12,000
500
400 9,000
300 '

200

100 6,000
[0)

-100 3,000

2017 2018 2019 2020 2021

Total assets
— Revenue

IMPLICATIONS AND RESPONSE TO COVID-19

IMPLICATIONS OF COVID-19

® Disruptions in supply chains,
with considerable impacts
on raw material imports from
China.

® Push-back in orders following
the first wave due to closure of
outlets, lockdowns and travel
restrictions.

® Heightened health and safety
risks of employees, particularly
given challenges in ensuring
social distancing within factory
premises.

® Shifts in consumer demand
patterns, with increased
prevalence for loungewear and
athleisure.

OUR RESPONSE '2%:?

The Sector sought to proactively
built excess raw material inventories
from January 2020 to mitigate
possible delays in shipments.

Proactively engaged with large local
garment manufacturers to secure
orders to manufacture fabric for PPE
(Personal protective equipment).

Extremely stringent health and
safety protocols including ongoing
screening, provision of PPE and
frequent disinfecting enabled the
Sector to achieve zero infections
and zero work stoppage due to
COVID-19.

The Sector leveraged on its strength
in the athleisure category to drive
increased penetration.

The Sector delivered revenue growth
of 20% during the year, supported
by rebound in orders from the Tier-1
global fashion brands by June 2020,
significant increase in demand for
athleisure as well as strong sales
growth from INNO given increased
prevalence for value-added fabrics.
Meanwhile profitability margins
widened at both GP and operating
profit level reflecting increased

contributions from high-yielding INNO
products, a richer product mix and a
4% decrease in cost of sales per kg.
Resultantly, the Sector’s pre tax profit
recorded strong growth by 140% to Rs.
722 mn during the year.

Hayleys Fabric demonstrated strong
agility and adaptability by swiftly
securing orders and pivoting to
manufacture personal protective

equipment by the second quarter

of the year. The Sector was also the
first factory to commence operations
by mid-April under the stringent
guidelines of the health authorities,
thereby leading the industry in the
production of PPE. During the year,
medical fabrics accounted for 9% of
total sales, supporting the Sector’s
resilience in the early months of

the pandemic. With global brands
subsequently shifting their product
portfolio to meet emerging customer
needs, including increased prevalence
towards comfortable and active wear,
exporters reverted to their original
product categories of active wear,
loungewear and casual wear which
led the revival of the industry in the
new normal. The Sector was well
positioned to capitalise on this shift,
as it leveraged the INNO Portfolio

of athleisure/active wear fabrics to
drive Tier-1 customer penetrations.
The Sector’s strategy of moving up
the value chains through INNO and
development have paid rich dividends
in recent years and accounted for 63%
of total sales during the year under
review.

The Sector continued to drive
productivity and efficiency
improvements through leveraging
on technology and automation. Key
initiatives during the year included

Hayleys PLC Annual Report 2020/21
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SECTOR REVIEW - TEXTILES

=

I
il murm

shortening of dye cycle times,
increasing efficiency of effluent
treatment plant and ongoing
investments in upgrading equipment
and manufacturing infrastructure. The
Sector has also sought to improve

its digital infrastructure through
establishing a fully functional Disaster
Recovery system and implementing
Al technology for the procurement of
chemicals and dyes, among others.

The Sector made considerable
progress in its journey of
environmental sustainability during the
year, emerging as the first fabric mill

in Sri Lanka to commit to the Science
Based Target initiative, which involves
the emission reduction targets. We

also invested in a 4.5MW roof top solar project, the largest of its kind in Sri Lanka; upon completion this is expected to result
in a 8% reduction in the Sector’s carbon footprint. Given the water intensity of our operations, the Sector has also continued
to drive reductions in water withdrawal through recycling and currently, 12% of water used is recycled daily. During the year,
the Sector also initiated a project titled SustainabiliTea using natural dyes extracted from tea waste sourced from our sister
companies with the Hayleys Group to dye fabric, which has now been developed for commercial production.

STAKEHOLDER VALUE CREATION

STAKEHOLDER VALUE CREATION

Rs.mn
3,500

3,000
2,500
2,000 .
1500

1000

500

0
2020

B Employees

B Government

W Shareholders

M Lenders of Capital
Value retained

2021

M

EMPLOYEES
Zero retrenchments
or pay cuts despite

considerable
pressure during the
early months of the

SHAREHOLDERS
Record growth
in revenue and
profitability ensuring
superior returns to
shareholders

SUPPLIERS
Compliance audits
and supplier base

assessments to
ensure quality and
sustainability of

COMMUNITIES
We support our
communities
uplifting SMEs,
local employment
generation and

pandemic suppliers engagement with
local schools and
institutions
o o o
Rs. 1.49 bn Rs. 291 mn 67 Rs. 2 mn
(+6%) Dividend for the year  Suppliers audited Investment in
Payments to during the year communities
employees
29% 67%
92% ROE Employees from
Employee retention community
rate
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SECTOR CONTRIBUTION TO SUSTAINABLE DEVELOPMENT GOALS

\"

Relevant SDG | Our Contribution

® Increased reliance on renewable energy through solar power
generations and biomass energy sources accounting for 64%
of total energy consumption.

@
SUSTAINABLE . .
DEVELOPMENT 12 Sovineno ® Ongoing efforts to reduce the consumption of water through

ION
AND PRODUCTION

G

recycling and re-use; total water consumption declined by 5%
during the year.

e

17 PARTNERSHIPS
FOR THE GOALS

® We continue to leverage our partnerships with global brands to
drive collective action towards industry sustainability.

PLANS

We are pursuing both organic and
inorganic growth opportunities

to expand capacity as we align

our strategies with the growth
aspirations of our Tier-1 customers.

In April 2021, the Company acquired
majority ownership of South Asia
Textiles Limited which is capable of
producing cotton fabrics. Following
this acquisition the Sector is aptly
positioned to gear up capacity in
catering to emerging needs for
synthetic fabric. Other key priorities
include ongoing investments in
innovation, process improvements and
reducing the environmental impacts of
our operations.

Opportunities + Financial objectives
» Significant growth targeted for athleisure and comfort ware range Short-to-medium term goals

«  Pursuing diversification of supply chains from China Revenue growth >20%
* Increased prevalence towards socially and environmentally conscious brands ROCE >10%
and manufacturers ROE >10%

¢ Increased digital adoption across operations

=)

¢ Increased raw material prices

* Shortage of skilled labour

»  Employee health and safety

¢ Sri Lanka’s over dependence on a few markets
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SECTOR REVIEW - CONSTRUCTION MATERIALS

HIGHLIGHTS OF 2020/21

ool

FINANCIAL
PERFORMANCE

+27%
growth in revenue

+168%
growth in PBIT

+15-fold
growth in PBT

+27-fold
growth in PAT

+13%
growth in assets

INNOVATION

Industry leader

in innovation
having introduced
many ‘firsts’ to
the aluminium
extrusions market

44 new products
developed
including 32
registered
industrial designs

@

MARKET
POSITION

Market leader
with a share
of 50% in the
aluminium
extrusions
segment

Approved
applicator leading
global powder
coating brands

License holder
of leading global
aluminium
proprietary
systems

VALUE TO PEOPLE &
PARTNERS

Catalyst for
capacity building
in the industry
through sharing
knowledge across
the supply chain

Procurement of
raw materials from
over 650 suppliers,
of which over 84%
are small scale
suppliers

575 new
employment
opportunities
generated during
the year

‘,

CIRCULARITY AND
ENVIRONMENTAL

COMMITMENT

Increase reliance
on recycled
aluminium,
contributing to
reduced landfill
waste

Use of energy
efficient
technology

and equipment
resulting in a
gradual decrease
in carbon intensity
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ALUMEX IS SRI LANKA’S LEADING MANUFACTURER OF ALUMINIUM EXTRUSIONS, OFFERING A RANGE
OF HIGH QUALITY, INNOVATIVE PRODUCTS TO THE RESIDENTIAL AND INDUSTRIAL SEGMENTS. THE
SECTOR BENEFITS FROM STATE-OF-THE-ART TECHNOLOGY AND MANUFACTURING CAPABILITIES,

ACCESS TO INTERNATIONAL PROPRIETARY SYSTEMS.

VALUE CREATION HIGHLIGHTS

99

Financial Manufactured
Capital Capital
® +Rs. 102 bn ® +Rs. 253 mn
PBT (+15-fold CAPEX
increase)

® +40% capacity
® +Rs. 841 mn utilisation
PAT (+27-fold

increase)

® +Rs. 179 bn
Operating
Cashflow
generated

Social &
Human . .
Capital Relationship
Capital
® +Rs. 796 mn ® +Rs.37bn
payments to (-4%) payments
employees to suppliers
(+23%)
® +339 fabricators
® +17-fold increase trained
in net profit per
emp‘oyee ® +55% local
suppliers

(g

Natural
Capital

Intellectual
Capital

® +2 international
quality
certifications

® -9785tC0Oe
carbon footprint

® +104% increase

® +44 new in use of
products recyclable
launched material

® +11 % reduction
in carbon
intensity

+ Positive Outcome - Negative Outcome

PROFITABILITY AND CASH FLOW
GENERATION

Rs. mn %
6,000 25
5,000 20
4,000
15
3,000
10
2,000
1,000 5
0 0
2019 2020 2021
H Revenue M Net operating cashflow

M PAT — ROCE (%)

Increased capacity utilisation, product
diversification and strong growth from
export markets led to commendable
growth in the Sector’s revenue and
profitability

OUR VALUE CHAIN RELATIONSHIPS

No.
800

700
600
500
400
300
200
100

(0]

2019 2020 2021

W No. of suppliers B Registered fabricators

M Dealers

As the industry leader, we engage

with and support the livelihoods of
numerous business partners across our
value chain

DRIVING CIRCULARITY

MT %
10,000 60
8,000 50
40
6,000
30
4,000
20
2,000 -
(0] 0
2019 2020 2021

B Aluminium billets
— Recycled input materials

In addition to increasing reliance on
recycled material, the Sector has
sought sustained reductions in its
carbon intensity, which declined by 1%
during the year
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SECTOR REVIEW - CONSTRUCTION MATERIALS

SCOPE OF SECTOR OPERATIONS

Household Architectural

CONTEXT TO PERFORMANCE

-13.2% Pandemic-induced contraction in the construction GLOBAL ALUMINIUM PRICES
c t °t, . sector due to lockdowns and requirements for social
on trac fn in " distancing. However, a recovery was observed towards 2;/0"‘5
construction sector the latter part of the year. ’
Aluminium prices crashed to a four-year low in the
+35% 2nd quarter of 2020; however the recovery of global 2,000
Increase in aluminium economic activity by the 3rd quarter of 2020, coupled
prices with the reopening of China subsequently led to a
dramatic increase in Aluminium prices 150G
6.4% The Sri Lankan Rupee recorded sharp depreciation
D e i f th towards March 2021, reflecting outflows from the 1,000
epreciation ot the capital and debt markets and the slowdown in forex 2038358c882522083
Sri Lankan Rupee : 5535555553082 2
inflows to the country. SOCCO0000RSKRARNE
9888888889 RLRER
. . The long-term outlook for the alminium profile market DA
Positive outlook in ) L : o : o
the long-term remains positive, given its increasing popularity in
residential properties and high-rise buildings.

OUR STRATEGY

Strategic imperatives “ Target for 2021/22

® The Sector sought increased penetration in Drive further growth in
its export markets including USA, UK, Canada, Rs. 374 mn the export market through
Australia and New Zealand, focusing mainly on Revenue from exports customer acquisition, digital
value-added products and components. Given marketing and participation in
the restrictions that prevailed, the Sector adopted 15 international exhibitions.
innovative sales and marketing tools through digital Export customers acquired
platforms to drive customer acquisition.
® The Sector sought product diversification through 44 Continuous investments in
o developing a range of new products such as New products developed the brand, while pursuing
ladders, aluminium furniture, DIY window frames, further innovation centering
kitchen cabinets and panel doors, among others. 32 in reliability and value for
Patented Products money.
® Efficiency and cost management drive through Ongoing investments in
driving productivity improvements, enhancing 28% (2020: 21%) training and development
energy efficiency and increasing dependence on GP margin while embracing leaner, agile
recycled aluminium, which also supported the ways of working
%/ Sector’s environmental objectives 20% (2020: 10%)

Operating profit margin
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price

26% increase in volumes and 3% increase in average

5-fold increase in export income generated

24 new customers acquired during the year

0
|
<
O
z
<
Z
i
1
i
o
a

Rs. 796 mn payments to employees

44 new products developed during the year

Increased reliance on recycled aluminium

SECTOR FINANCIAL PERFORMANCE

Rs. mn Rs. mn
1,200 8,000
1,000 7,000
800 6,000
5,000

600
4,000
e 3,000
200 2,000
(0] 1,000
2017 2018 2019 2020 2021
W PBT Total assets

— Total liabilities

—Revenue

IMPLICATIONS AND RESPONSE TO COVID-19

IMPLICATIONS OF COVID-19

Slowdown in construction sector
projects due to restrictions on
mobility and heightened safety
concerns resulted in a drop in
demand from the industrial sector

In subsequent months demand
recorded gradual improvement,
particularly from the architectural
and household segments as home
owners engaged in renovation
and upgrade projects access to
low-cost funding through low
interest rates

OUR RESPONSE

Ongoing focus on innovation
and product development, which
in turn enabled diversification of
revenue sources

Gradual increase in capacity
utilisation while ensuring the
health and safety of all employees
through stringent hygiene
practices

The Sector delivered a year of
commendable growth recording
revenue and profit growth of 27%
and 27-fold respectively. Despite

a lackluster first quarter, proactive
identification of new market
opportunities, relentless focus on
efficiencies and organisation-wide
efforts to drive volume and profit
growth supported the Company’s
strong turnaround from the 2nd
quarter of FY 2020/21. Four special
units consisting of a cross-functional
employees were deployed to
proactively explore opportunities

in the external market, internal
environment, energy savings and
internal efficiencies; this led to a high
level of brainstorming and sharing
ideas resulting in the formulation

of several unique strategies to
withstand the adverse implications
of COVID-19. Accordingly, the Sector
was well positioned to capitalise on
the opportunities presented by the
recovery of the construction sector in
the 3rd quarter, resulting in a profit for
the year of Rs. 841 mn. Profitability was
also upheld by good growth in exports
and the sharp reduction in finance
costs in line with the low interest rate
scenario.

Hayleys PLC Annual Report 2020/21



126

SECTOR REVIEW - CONSTRUCTION MATERIALS

The Sector’s competitive edge is
sharpened by its innovative capabilities
which has enabled it to introduce many
firsts to the Sri Lankan aluminium
industry. As the construction industry
slowed in the aftermath of the first
wave of infections, the Company
broadened its product range through
diversifying into the manufacture

of panel doors, kitchen cabinets,

DIY windows and ladders among
others, which in allowed the Sector to
demonstrate a degree of resilience.

With the gradual recovery of the
aluminium sector, Alumex sought to
strengthen its position by successfully
obtaining licenses to manufacture 2
world leading aluminium proprietary
systems in Sri Lanka, bringing its total
to 7. The systems are available to both
general and smaller fabricators, who
would typically be offered international
training on application and installation.
However, given the conditions that
prevailed during the year, training was

STAKEHOLDER VALUE CREATION

conducted through digital platforms
thereby facilitating the transfer of
international capabilities and skills
across Sri Lanka’s aluminium supply
chain.

As capacity utilisation levels increased
in the 2nd half of the year, the Sector
added 575 new employees to the
team, primarily at factory level. Given
the conditions that prevailed during
the year, management emphasis was
placed on ensuring employee safety
and maintaining morale through a high
level of engagement while ensuring
job and financial security. A key
achievement during the year was the
distribution of 235 tablet computers
to all employees thereby supporting
online learning needs of their children.

As the market leader in the aluminium
extrusion industry, Alumex has

played a vital role in developing

skills along its supply chain through
fabricator training programmes,

training for technocrats in the SL

Navy, SL Army, Vocational Training
Authority and NAITA among others.
Due to restrictions on mobility and
requirements for social distancing,

the Company was compelled to
temporarily halt these programmes,
instead shifting to digital platforms to
facilitate essential training. Accordingly,
the Sector launched a mobile app for
fabricators during the year, providing
access to comprehensive technical
support; the app is available in all three
languages on the Android platform.

The Sector’s environmental agenda
centres on increasing efficiency of
resources whilst minimising waste and
emissions. During the year, Alumex
sought to embed the principle of
circularity in its operations through
increasing reliance on recycled
aluminium, thereby reducing waste to
landfill and optimising the use of virgin
aluminium, which is a non-renewable
material. Through a partnership

O o)
(2]
STAKEHOLDER VALUE CREATION EMPLOYEES SHAREHOLDERS CUSTOMERS VALUE CHAIN
Rs.mn Stringent measures Strong growth in Through our PARTNERS
3,000 to ensure employee profitability international We are a catalyst
health and safety partnerships we for knowledge
2500 Ongsinglinvestments offer global leading  transfer, sharing
i quality to our industry insights and
2,000 directed towards :
o customers technology with our
training fabricators
1,500 L °
Distribution of tablet
1,000 computers to all
employees
500 o o o o
0 Rs. 796 mn Rs. 374 mn 7 Rs. 51mn
2020 2021 (+23%) Dividends for the Partnerships with (-13%)
B Employees Payments to year global proprietary Commissions paid to
B Government employees system owners dealers
M Shareholders 39%
M Lenders of Capital
Value retained 76% ROE 2 . 339
. Global aluminium : :
Retention rate : e Fabricators trained
quality certifications
per annum
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with the University of Moratuwa the Sector formulated several products such as hardware components which can utilise a
relatively high proportion of recycled aluminium. As a result, recycled aluminium amounted to nearly 58% of the Sector’s
total aluminium inputs during the year, compared to 37% the year before. Through procuring the recycled aluminium from
scrap collectors we are also supporting the livelihoods of around 20 suppliers who are typically micro entrepreneurs. From a
commercial perspective, this initiative has enabled the Sector to reduce exposure to foreign currency risks and vulnerabilities
in the LME prices.

SECTOR CONTRIBUTION TO SUSTAINABLE DEVELOPMENT GOALS

— Relevant SDG | Our Contribution
. NN A . . :
/ \ 4 ® The Sector typically provides training for fabricators and
/ SO school teachers through its dedicated fabricator training
- ' |!!|| school. During the year, however, fabricator training programs
{@ d were temporarily halted.
| DEVELOBMENT | . »
G:«v,:ALS o We |rlwclreasled use of recycled aI‘ummlum to 58% of to.taAI
\ o / aluminium input, thereby reducing dependence on virgin
? / aluminium.
\\ A // 9 Ao wwimminit ® Introduction of international profile systems to Sri Lanka
- - through our partnerships with global proprietary system
S owners.
PLANS

The Sector will drive continued growth
and increase capacity utilisation while
consolidating its market leadership
position. The gradual recovery of
infrastructure projects and continued
buoyancy of the residential market

is expected to provide considerable
opportunities for growth. Driving
customer accessibility will also be

a key priority as we seek expansion
of our distribution network We will
also pursue aggressive growth in our
export markets, leveraging our digital
capabilities to attract new customers.

Opportunities + Financial objectives

» Gradual recovery of infrastructure and commercial development projects Short-to-medium term goals

ROCE >25%
ROE >25%

* Escalation in raw material prices

* Partnerships with global aluminium proprietary system owners

* Exchange rate volatility

* Resurgence of COVID-19 infections in Sri Lanka and the resultant restrictions
on mobility could prolong the recovery infrastructure projects

Hayleys PLC Annual Report 2020/21
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SECTOR REVIEW - PLANTATIONS

+26%
growth in revenue

+4-fold
growth in PBIT

+8-fold
growth in PBT

+13-fold
growth in PAT

+20% growth in
assets

Continued
investment in
nutrition, maternal
and child health,
education and
living conditions
of estate
communities

“Womb-to-tomb”
value proposition
for estate
employees

® Accounts for

3.9% and 4.5%
of Sri Lanka’s
tea and rubber
production

Commands the
industry’s highest
pricing for tea
and rubber

® Employment

generation
