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PIONEERINC
COLLABORATIONS

At Lanka Tiles, we celebrate the year under review in positivity, having
fulfilled our company objectives successfully, cementing our brand as
a leading tile manufacturer in the country. Having navigated through a
challenging business climate, we have emerged strengthened, embracing
our authentic collaborations with our partners; our valued tribe, who have
given us courage and purpose to overcome all battles and lead us into
fruitful and green territories.

Envisioning into the future, we journey forward optimistically, cultivating
contemporary traditions of Sri Lanka into our brand experience, for the

benefit of our valued stakeholders, for an energised tomorrow.

Because we believe in the power of pioneering collaborations.

[5] LANKATILES
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ABOUT US

Vision

Creating a fine art of living

@ Mission

Creating contemporary
fashionable lifestyles for our
customers while adding value
to our stakeholders by excelling
In everything we do with the
strength of our inherited values.

P Values

Quality, Trust, Sense of Heritage,
Long standing relationships

About LankaTiles PLC

Established as a private Limited company in 1984,
Lanka Tiles PLC became a listed company in 1986.
Our main business activity is to manufacture and sell
glazed ceramic and porcelain floor tiles and mosaic
tiles.

=] LANKATILES

Fine Living Redefined

Registered Name: LankaTiles PLC
Company Registration No: PQ 129
www.lankatiles.com

LankaTiles PLC

Quality

Sense of Heritage

Long Standing
Relationship
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ABOUT THE REPORT

The 6th Integrated Annual Report of
Lanka Tiles PLC delivers an in-depth
overview of the Group's performance
and value creation for the financial
year ended 31st March 2023.
The Group has consistently made
investments in the best materials,
cutting-edge technology, innovative
thinking, and consumer trust, driving
it to become the country’s premier
tile manufacturer and expand its
business into international markets.

REPORTING BOUNDARY

The financial and non-financial
information of this report encloses
the operations of Lanka Tiles PLC
(LTPLC) and its subsidiaries, Beyond
Paradise Collection Limited, LTL
Development Limited, and Lanka
Tiles Private Limited - India.

REPORTING CYCLE:
ANNUAL REPORTING PERIOD:

01st April 2022 to 31st March 2023
The most recent report was issued
for: 01st April 2021 to 31 st March
2022

The information related to the
previous period has not been
reinstated during this period unless
otherwise stated. Other than the
resignation of former chairman
Mr.K.D.D.Perera on 10th June 2022,
and the appointment of Ms. KA D B
Perera to the Board on 19th October
2022 there were no significant
changes in the organization type,
structure, or ownership during the
reporting period. In addition, no
noteworthy changes were observed
in the Company'’s supply chain.

REPORTING FRAMEWORKS

The below-mentioned regulatory and
voluntary frameworks were adopted
in preparing this report.

Corporate

Financial Statements
Governance

Supplementary Information

Regulatory

o Companies Act No.7 of
2007

¢ Continued Listing
Requirements of the
Colombo Stock Exchange

o Sri Lanka Accounting &
Auditing Standards Act
No.15 of 1995

e Sri Lanka Financial
Reporting Standards

Voluntary
¢ Integrated Reporting Framework issued by the International
Integrated Reporting Council

e Code of Best Practice on Corporate Governance issued by the
Institute of Chartered Accountants of Sri Lanka in December 2017

e Communicating Sustainability issued by the Colombo Stock Exchange
e Sustainability Standards issued by the Global Reporting Initiative

e Sustainability Development Goals

Annual Report
2022/23

Strategic focus and future orientation

The report specifies the company's strategy, its relevance to the value
creation capability, and its application and impact on the capital. Refer the
page 24.

Connectivity of information
The report content is interconnected to each report.

Stakeholder relationships
The report details the nature of the connections the company maintains with
its stakeholders and the quality of engagement. Refer pages 29.

Materiality

Revealing the matters which substantially impact our potential to create
value, the report depicts how the company has overcome material concerns
through our strategies and resource allocation. Refer pages 26.

Conciseness
All the necessary and vital information is delivered concisely.

Reliability and completeness
An assurance on the financial and non-financial information has been provided
by the external auditors, Messrs. Emnst & Young.

Consistency and comparability
Both financial and non-financial information for the concerned year and the
comparable periods have been provided in the report.

BOARD ACKNOWLEDGEMENT

The Annual report of Lanka Tiles PLC for the year ended 31st March 2023 has been prepared and

reviewed by the Management of the Company who have recommended the same to the Group's

Audit Committee and Board for their approval.

The Board acknowledges its responsibility to ensure the integrity of the Annual report which provides

a balanced view of the performance of the Group, addressing all material issues that may have an

impact on the Group’s capacity to create value over the short term.

The Board is of the opinion that the Integrated Annual Report of Lanka Tiles PLC for the financial year
ending 31st March 2023 is presented in accordance with the <IR> Framework 2023. The report was
unanimously approved by the Board on 31st May 2023 and is signed on behalf by:

.

Chairman
A.M. Weerasinghe

For any inquiries, please contact,
Ms.S.U.Amarasinghe

General Manager (Finance)
Email: sajeewani@lankatiles.com
Telephone: 011 4526700

Audit Committee Chairman
J.D.N. Kekulawala

Matraging Diréctor
J.A.PM. Jayasekara
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OUR PRODUCT
PORTFOLIO

Majestica

Finest finished and largest sized porcelain tile collection

Mosaics

' Mosaic modern and competitive tile collection

4 LankaTiles PLC



Executive Reviews Management Discussion and Analysis Corporate

Governance Financial Statements Supplementary Information
Essential + Xilosophy Senses
Fine art tile collection The wood tile collection Sense nature tile collection

[E] LANKATILES
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Concrete Hearts of Earth

Solid Concrete Tile Collection ~ The crystal tile collection

| LANKATILES
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OUR GROUP
STRUCTURE
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MILESTONES AND KEY
EVENTS

February
2023

December
2022

November
2022

October
2022

September
2022

AWARDS

Recognized at the Architect Exhibition 2023
Lanka Tiles won the “Overall Best Trade Stall” and “Most Innovative and
Informative Trade Stall” at the Architect Exhibition 2023 held at BMICH.

Opened a new showroom in Dikwella

The showroom displays a wide range of products such as large
format tiles from MAJESTICA, COLOMA sanitary ware, faucets and
accessories, MOSAIC tiles and many other complementary products.

Opened a new own showroom in Nugegoda

The state of art showroom displays a wide range of products such as
large format tiles from MAJESTICA, COLOMA sanitary ware, faucets
and accessories, MOSAIC tiles and many other complementary
products.

Opened a new showroom in Trincomalee

The showroom displays a wide range of products such as large
format tiles from MAJESTICA, COLOMA sanitary ware, faucets and
accessories, MOSAIC tiles and many other complementary products.

Appointment of Director — Ms.K.A.D.B.Perera
Ms. K.A.D.B. Perera was appointed as a Non-Executive Director of the
Company with effect from 19th October 2022.

Opened a new showroom in Dambulla

The showroom showcases a wide array of tiles including large format
tiles from the MAJESTICA and the newest aesthetic wave of the
MOSAICs collection along with sanitary ware, faucets, accessories, and
many other products.

Appointment of new Chairman - Mr. A. M. Weerasinghe

Mr. A M Weerasinghe who served as Deputy Chairman of the
Company, was appointed as a Non-Executive Chairman of the Company
with effect from 16th June 2022.

Resignation of the Chairman — Mr. Dhammika Perera

Mr. Dhammika Perera - Chairman / Non-Executive Director tendered his
resignation from the Board of Lanka Tiles PLC, with effect from 10th
June 2022.

Introduce SAP ERP System

SAP S/4 HANA is an advanced, in-memory, and intelligent ERP
(Enterprise Resource Planning) software solution developed by SAP It
offers real-time analytics, streamlined processes, and improved data
management capabilities. With its simplified architecture and enhanced
performance, S/4 HANA enables businesses to make faster decisions,
achieve operational efficiency, and drive innovation.

[ T TTT TP
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FINANCIAL HIGHLIGHTS

Financial Performance

Revenue Rs. ‘000 18,684,042 14,591,620 28
Gross profits Rs. ‘000 8,427646 6,608,922 28
Earnings before Interest and Tax (EBIT) Rs. ‘000 5,297540 4,545,765 17
Profit before tax Rs. '000 5,284,885 5,037,008 5
Profit after tax Rs. "000 3,687,802 4,110,316 (10)
Profits attributable to shareholders Rs. ‘000 3,687,589 4,110,139 (10)
Gross profit margin % 45 45 -
Net profit margin % 20 28 (30)
Return on assets (ROA) % 20 24 (18)
Return on equity (ROE) % 29 34 (15)
Interest cover No. of times 22 49 (55)
Financial Position Unit 2023 2022 %
Assets Rs. ‘000 18,626,599 16,926,973 10
Capital expenditure on PPE Rs. ‘000 1,190,010 609,748 95
Debt Rs. ‘000 1,750,288 1,467812 19
Other liabilities Rs. ‘000 3,944,128 3,231,743 22
Shareholders’ equity Rs. ‘000 12,922,261 12,219,323 6
Gearing % 14 12 13
Net assets per share Rs./share 49 46 6
Current ratio No. of times 2.6 2.8 (5)
Quick assets ratio No. of times 1.3 2.0 (35)
Shareholder Information Unit 2023 2022 %
No. of shares in issue No. 265,252,050 265,252,050 -
Dividend per share Rs./share 8.40 700 20
Earnings per share Rs./share 14 16 (10)
Market capitalisation Rs. Mn 3,240 4,488 (28)
Dividend payout ratio % 60 45 34
Other

Number of employees No. 744 730 2
Average revenue per employee Rs. Mn 25 20 25
Average profit per employee Rs. Mn 5 6 (17)
Number of Showrooms No. 4 51 6
Dividend payout ratio % 60 45 34

Revenue Assets
Year Year

2023 2023

2022 2022

2021 2021

2020 el

2019 2019

0 5,000 10,000 15,000 20,000

0 5,000 10,000 15,000 20,000
Rs. ‘000

Rs. ‘000
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NON-FINANCIAL HIGHLIGHTS

MANUFACTURED CAPITAL Unit 2023 2022 %
No. of suppliers No. 632 620 2
Payment to suppliers Rs. Mn 15,710 10,689 47
Value of PPE Rs. Mn 7.002 6,471 8
Capital expenditure Rs. Mn 718 370 94
Depreciation and amortization Rs. Mn 457 433 6
HUMAN CAPITAL Unit 2023 2022 %
No. of employees No. 744 730 2
Female participation No. 108 120 (10)
New recruits No. 164 135 21

Minor injury rate % 0.67 0.27 148
Investment in training Rs. Mn 1" 2 584
Training hours Hrs 12,132 2,846 326
INTELLECTUAL CAPITAL Unit 2023 2022 %
Brand value (by Brand Finance Sri Lanka) Rs. Mn 2,084 2,084 -
No. of new designs No. 46 34 35
Quality certifications No. 6 6 -
Investment in R&D Rs. Mn 13 16 (18)
SOCIAL AND RELATIONSHIP CAPITAL Unit 2023 2022 %
Own showroom No. 2 2 -
Factory outlets No. 20 19 5
Franchise network No. 52 49 6
Dealer network No. 47 43 9
Exports Rs. Mn 525 642 (18)
Members of Tillers Clubs No. 4073 4,171 (2)
CSR Rs. Mn 3 2 49
NATURAL CAPITAL Unit 2023 2022 %
Raw materials consumed MT 94,745 112,766 (16)
Electricity consumption KWH 21,985,884 23,280,533 (6)
LPG consumed Kg/Mn 11 12 (4)
Water usage Litres Mn 194 200 (3)
Water recycled Litres Mn 17 16 3
Waste disposed Kg 14,221 17228 (17)

Training Hours Value PPE
Year Year
2020 2020
2019 2019

0 2,000 4,000 6,000 8,000

0 3,000 6,000 9,000 12,000 15,000
Rs.000

Hours
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CHAIRMAN'S MESSAGE

The Group's agreeable
performance during the
year was an extraordinary
achievement given the
challenging nature of the
operating environment

including fluctuating demand
and increased taxation. A
record revenue growth of 28%
to Rs. 18.7 Bn was achieved
in 2022/23 driven by efficient
stock utilization and foreign
market persuasion.

A.M. Weerasinghe

Revenue Growth
100%

80%
60%

40%

20% l
, H |

-20%
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2020 = 2023
= 2021

12 LankaTiles PLC

Dear Shareholders,

The year under review challenged us with unprecedented economic challenges compounded
by uncertainties in the macroeconomic environment. Despite the challenges, Lanka Tiles
PLC's relentless drive to achieve excellence ensured the Group to deliver a commendable
performance during the year under review. The Group continued its diligent strategic focus to
manage margins with existing sales and recorded a growth of 28% to Rs. 18.7 Bn Revenue.

OUR PERFORMANCE

Through the combination of diligent digital marketing efforts and the introduction of
innovative products, LANKATILES was able to increase its brand value during the year under
review and expand its local market reach. The Group took mitigating measures to manage its
production facilities despite the crisis in sourcing raw materials. Alternative sources of supply
were utilized and the Group introduced 46 new tile designs during the year. Additionally, the



Management Discussion and Analysis

e Return on Assets 20%

e |nterest cover 22 No of times

e FEarning before interest and tax
Rs.5,298 Mn

e Net assets per share Rs. 49/-

e Market capitalization Rs.3,240 Mn

TOTAL ASSETS

Rs. 18 627 Mn

(2022:Rs. 16,927 Mn)

S

SHAREHOLDER EQUITY

Rs. 1 2,922 Mn

(2022: Rs. 12,219 Mn)

Mosaic range was continued as a niche
product supporting the Group’s entrance
to international markets.

The Group has taken serious measures to
reinforce its customer value proposition. A
loyal workforce coupled with a robust value
addition system has enabled LANKATILES
to deliver the best value to its customers.
As a result, LANKATILES recorded a
48% growth in brand value, climbing 10

Corporate
Governance

positions in Brand Finance's Most Valuable
Consumer Brands Index in 2022.

The implementation of the SAP system
has resulted in the elimination of non-
value adding processes to further increase
customer experience. The Group plans
to improve the integration of innovative
technology to continue its value addition
to customers and increase efficiency.

During the year under review, LANKATILES
completed its logo redesign which
embraces a youthful, contemporary
philosophy. The logo redesign supported
by steps taken to empower and train
employees through local and international
training  programs  giving  valuable
exposure, is slated to encourage the
Group's efforts to proliferate its presence
in foreign markets and to penetrate the
markets in the USA and India.

RESPONSE TO CHALLENGES

Sri Lanka's GDP contracted by 78%
in 2023 following a 3.6% decline the
previous year. Despite the contraction
in the economy, the Group was able to
capitalize on market opportunities by
increasing cost efficiency an adopting
agile strategic actions. Additionally, by
managing existing sales the Group was
able to manage its profit margins during
the year under review.

The sourcing of both local and imported
raw material was a major challenge during
the year due to scarcity and instability
of prices. However, through effective
research and development, Lanka Tiles
PLC was able to test new raw materials
to continue production processes without
interruptions.

The Group experienced a 20% decline in
demand mostly affected by the decline in
the disposable income of customers and
reduced spending ability. Agile strategic
actions together with focused marketing
efforts to maintain existing sales resulted
in the profitability of the Group.

Financial Statements

Supplementary Information

Despite the challenges, the Group
capitalized on its domestic market
presence and increased its direct dealer
network, continued its private dealerships,
and established 4 new showrooms at
strategic locations to increase its presence
to capture market shares.

YEAR IN BRIEF

The Group's agreeable performance
during the year was an extraordinary
achievement given the challenging nature
of the operating environment including
fluctuating
taxation. A record revenue growth of 28%
to Rs. 18.7 Bn was achieved in 2023 driven
by efficient stock utilization and foreign
market persuasion. The Group recorded a
profit after tax of Rs. 3.7 Bn for the year

demand and increased

under review which was significantly
affected by increased taxation policies,
compared to Rs. 4.1 Bn recorded in 2022.

An increase of 6% to Rs. 12.9 Bn in
net assets was recorded by the Group,
driven by an increase in retained profits
and increased market share. The Group's
funding position was affected by changes
in the debt to equity ratio to 14% in 2023
compared to 12% in 2022. The liquidity
position during the year was adversely
affected as current ratio decline from 2.8
t0 2.6

The commendable performance of the
group is a reflection of the team'’s resilient
spirit and dedication to achieve excellence
despite unprecedented challenges.

SHAREHOLDER VALUE CREATION

Lanka Tiles PLC is proud to report that
two dividend payments were made to
shareholders: Rs. 1.90 per share (27th
May 2022) as the 3rd interim dividend
of 2021/22 and Rs. 6.50 per share (08th
March 2023) as the 1st interim of 2022/23.

Based on the Group's exceptional
performance during the vyear, a final
dividend of Rs. 110 per share has
been proposed to be approved by the

Annual Report 2022/23 13



CHAIRMAN'S MESSAGE

shareholders at the forthcoming Annual
General Meeting which would further
increase share holder value by 2.6%

MATTERS OF GOVERNANCE

The Group has taken an agile strategic
approach to address the challenges in the
volatile market conditions. As a result, the
overall performance of the Group was
periodically reviewed to monitor progress
with frequent discussions between the
Board and the management teams to
ensure the best positioning of the Group
to take maximum advantage of the
market conditions. Despite challenges in
the operating environment, well-being of
employees was a priority for the Board
which kept up the uninterrupted payment
of salaries and uncompromised incentive
schemes.

PRIORITIZING SUSTAINABILITY

Lanka Tiles PLC has continued to ensure
sustainability across all its processes
by engaging in a strategic decision-
making process with strict adherence
to environment, social, and governance
principles. The Group engages in practices
to promote a responsible culture across all
its operations while minimizing wastage,
encouraging  environmentally  friendly
actions, and ensuring the safety of its
employees, all of which result in the
achievement of its goal of sustainable
profitability.

FUTURE OUTLOOK

The economic recovery during the next
financial year is expected to remain
moderate  following the  significant
contraction recorded during the year
under review. The Board has prepared to
effectively mitigate challenges and reduce
the impact on its functions through the
reinforcement of its agile strategy. Lanka
Tiles PLC continues its efforts to venture
into promising international markets
through the introduction of niche products.
The efficient handling of inventories and
production capacity is expected to improve
the Group's cost management.

14 LankaTiles PLC

The Group will continue to bolster its
presence in the domestic market through
the introduction of new designs catering
to the demands of discerning customers
while expanding its network through
the strengthening of its partnerships
islandwide.

Additionally, Lanka Tiles PLC will continue
the prudent analysis of its strategy and
make calculated alternations best suited
to maintain healthy funding and liquidity in
an economic environment affected by high
interest rates, taxation policies, volatile
exchange rates, and debt.

APPRECIATIONS

| would like to thank our Managing
Director for his leadership in guiding Lanka
Tiles PLC and the Board of Directors
for their valuable counsel in ensuring
a commendable performance during a
challenging year.

My gratitude is extended to the Senior
Management and all the staff for their
commitment and loyal support to navigate
a year of uncertainties and challenges.

| thank our business partners for the
continuation of our business partnerships
and our shareholders for their valuable
input and belief in Lanka Tiles PLC's ability
to weather challenges.

[ would also like to thank the customers of
LANKATILES, for their patronage and look
forward to continuing our partnerships
during the coming year.

A.M. Weerasinghe
Chairman

31st May 2023
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MANAGING DIRECTOR'S MESSAGE

Amidst numerous challenges
in the operating environment,
the Group’s main challenge
during the year under review
was the shortage of raw
materials due to unexpected
price hikes within a short
period of time. However, the
Group was able to mitigate the
specific challenge threatening
its continuous operations

J.A.PM. Jayasekera

Performance
Rs. Mn
20,000+
15,000 \
10,000+
5,000+
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0
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Dear Shareholders,

| am pleased to present you with the Integrated Annual Report of Lanka Tiles PLC for the
financial year ended 31st March 2023. The Company recorded an impressive performance
with the highest revenue recorded in its history, a 28% increase to Rs. 18.7 Bn compared
to the previous year and profit after tax during the year was at Rs. 3.7 Bn.

The remarkable achievement of Lanka Tiles PLC was a direct result of the resolute
dedication of the LANKATILES team who has risen to meet the unparalleled challenges
posed by uncertainties in the macroeconomic environment. | take pride in their efforts
and would also like to take this opportunity to recognize the hard work of our partners,
distributors, and other stakeholders, without whom our success would have been hard-
pressed to achieve.

Annual Report 2022/23 15



MANAGING DIRECTOR'S MESSAGE

=1

REVENUE

Rs. 1 8 684 Mn

(2022: Rs.14,591Mn)

S

GROSS PROFIT

Rs. 8,428 Mn

(2022:Rs. 6,608 Mn

CONQUERING CHALLENGES

The domestic economy was affected by
the financial crisis and political instability in
the midst of the country defaulting on its
foreign debt. The resulting impact across
several sectors ensued challenges such
as fuel shortages, severe power outages,
scarcity of imported raw materials, and
soaring cost of production. Additionally,
rising inflation and depreciation of the
rupee impacted industries including the
tile manufacturing sector.

Amidst numerous challenges in the
operating environment, the Group’s main
challenge during the year under review
was the shortage of raw materials due
to unexpected price hikes within a short
period of time. However, the Group was
able to mitigate the specific challenge
threatening its continuous operations
by swiftly adapting to use alternative
through an expedited
comprehensive testing process, which
enabled uninterrupted production.

raw materials

16 LankaTiles PLC

Declining demand was an additional
challenge causing stagnation of the
Group's production capacity. To ensure
timely management of stocks, a production
maintenance strategy encouraging
production to cater to specific demand and
avoid excess was adopted.

The Group managed to overcome these
challenges by managing profit margins
with existing sales to ensure profitability.

STRATEGIC INVESTMENTS

With a focus on solidifying its presence,
increasing brand value, improving its
product offerings, and process efficiency,
Lanka Tiles PLC took strategic steps to
continue its investment plans. Digital
marketing avenues were pursued to
reinforce  market infrastructure  and
improve presence to reach potential
untapped demographics.
The adoption of technology to enhance
customer experience and streamlining
of processes have greatly contributed to
the increase in efficiency and improved
value addition to customers. The Group
has made a total investment of Rs. 87 Mn
to improve its digital presence during the
year.

customer

PERFORMANCE DURINGTHEYEAR

The year under review was one of success
for Lanka Tiles PLC which recorded
gross revenue of Rs. 18.7 Bn, a 28%
growth compared to the previous vyear.
However, profit after tax was affected by
the increase in taxation and recorded Rs.
3.7 Bn, a decline of 10% compared to the
previous financial year.

Operating expenses for the year was Rs.
10.3 Bn, a decrease compared to last
year due to high costs associated with
sourcing material and production due to
macroeconomic conditions such as rising
inflation, and exchange rate fluctuations.

Floor tiles was the most profitable
segment recording Rs. 16.1Bn in sales
and accounting for 87% of the total
revenue. The Mosaic tile range contributed
4% to the revenue, comparable to the
6% recorded last year, and continues to
increase its contribution to the Group's
margins.

STRATEGIC PLANNING

LankaTiles PLC employed an agile strategy
geared to accommodate changes in the
susceptible operating environment. As a
result, efforts were focused on maintaining
product prices to accommodate the
decrease in  purchasing
consumers due to economic constraints.
Strategic evaluation of different product
ranges was continued to determine the
retirement of underperforming products
and the introduction of inventive products
to ensure sustainability in production.

power  of

With a keen focus on expanding its export
footprint, the Group has taken steps to
improve the production of its Mosaics tile
range. The installation of a new kiln and
expanded capacities is set to increase
the production of Mosaics tiles as a part
of the Group’s strategy to enhance its
international presence. Its strategy also
involved the introduction of necessary
processes and modifications to improve
the efficiency of existing machinery.

LANKATILES launched a ‘brand citizenship
behaviour’ initiative to spread awareness
with regards to its improved brand
personality adopted with the design of its
new logo. Under the initiative, awareness
campaigns were launched to demonstrate
new brand personality traits and educate
employees on how best to adopt them.



Management Discussion and Analysis

VISION FORTHE FUTURE

The Group has displayed an excellent
performance during the year under
review and plans to continue efforts to
ensure a commendable performance in
the future. Ensuring the continuation of
sales is expected to be of concern during
the next year, which is likely to continue
to be affected by the devaluation of the
rupee and lessened spending power of
customers and potential customers.

The Group will continue its efforts
to strategically explore international
markets and expand its operations as it
moves forward along with improved cost
management, strategies, and negotiations
with key international markets.
Additionally, further investments for the
training and development of the human
resources of Lanka Tiles PLC is expected
to improve stakeholder engagement and
value creation.

As a well-known premier brand in the
country, LANKATILES look forward to
continue its contributions to strengthen
the country’'s economic situation while
driving profitable, sustainable growth
through the adoption of appropriate
strategies.
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Chairman and the Board of Directors for
their support and guidance in successfully
steering the Group through a challenging
year. | thank the LANKATILES team for
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Group during a particularly tough year.

| extend a heartfelt thank you to our
partners and distributors who have been
of immense help in increasing our brand
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| thank our shareholders for their trust in
the Board of Directors and the team at
Lanka Tiles PLC. We will continue to keep
your best interest in mind and put every
effort to add value to your investments in
the Group.

Finally, my sincere appreciation is given
to our loyal customers for choosing
LANKATILES as your preferred brand of
choice in creating sophisticated interiors.
We look forward to your continued
patronage.

J AP M Jayasekera
Managing Director

31st May 2023
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Mr. A M Weerasinghe
Chairman
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BOARD OF DIRECTORS

Mr. A M Weerasinghe
Chairman

Founder of Royal Ceramics Lanka PLC in 1990 and currently serving
as the Chairman of this Company. A Gem Merchant by profession.
Mr. Weerasinghe has been in the business field for more than
38 years involved in Real Estate, Construction, Transportation &
Hospital Industry, and has been a Landed Proprietor.

In addition to the above, he is the Chairman of Lanka Walltiles PLC,
Lanka Ceramic PLC, Singhe Hospitals PLC, Weerasinghe Property
Development (Pvt) Ltd,Trade Huts (Pvt) Ltd, and VWeerasinghe
Gems (Pvt) Ltd.

He also serves as a Director of Swisstek (Ceylon) PLC and
Swisstek Aluminum Limited.

Mr. J AP M Jayasekera
Managing Director

Mahendra Jayasekera is the Managing Director of Lanka Walltiles
PLC, Lanka Tiles PLC, Swisstek (Ceylon) PLC and Swisstek
Aluminium Limited. He is the Chairman of Sri Lanka Cost and
Management Accounting Standards Board.

He has an honours degree in Business Administration from the
University of Sri Jayewardenapura and is a fellow member of the
Institute of Chartered Accountants of Sri Lanka. He holds a Master
of Arts in Buddhist Studies (Distinction Pass) from the University
of degree Kelaniya.

He is the President of Colombo Young Men’s Buddhist Association.

Dr. S Selliah
Director

Dr. Selliah holds an MBBS degree and a Master's Degree (M.Phil).
He has over two decades of diverse experience in serving on
the Boards related to varied fields including Manufacturing,
Healthcare, Insurance, Logistics, Packaging, Renewable Power,
Plantation, Retail etc. He serves on the Boards of many public
listed and private companies. Has extensive experience on
serving on Board sub committees as Chairman or Member which
include Audit committee, Human Resource and Remuneration
committee, Investment committee, Strategic Planning committee,
Related Party Transaction committee, Nomination committee, Risk
Management committee etc.

Dr. Selliah'is currently the Chairman of JAT Holdings PLC. He is also
the Deputy Chairman of Asiri Hospital Holdings PLC, Asiri Surgical
Hospital PLC and Central Hospitals Private Ltd. He the following
listed companies Commercial Bank of Ceylon PLC, Lanka Walltiles
PLC, ACL Cables PLC, HNB Assurance PLC, Swisstek (Ceylon)
PLC. He has also served on many other Listed company Boards
in the past.

20 LankaTiles PLC

Dr. Selliah has served as a Senior Lecturer in the Faculty of
Medicine, University of Kelaniya for many years in the past and
served on several committees. He has also been Head of the
Department of Physiology for many years during this period at the
Faculty. He has also served as a Member of the University Council
at the University of Colombo in the past.

Mr. T GThoradeniya
Director

Mr. Thoradeniya has over two decades of senior management
experience in multi- industry scenarios. He is the Group Director
Marketing and Business Development of Royal Ceramics Lanka
PLC. He sits on the Boards of several public quoted and privately
held companies, including Lanka Ceramics PLC, Lanka Walltiles
PLC, Lanka Tiles PLC, Hayleys Fibre PLC, Delmege Ltd, Vallibel
Plantation Management Ltd, Dipped Products (Thailand) Ltd,
Unidil Packaging Ltd, Fentons Ltd and Swisstek Aluminium
Ltd, among others. He has been credited as a proven business
innovator across industries. A marketer by profession, he was in
the pioneering batch of the Chartered Marketers of the Chartered
Institute of Marketing (UK).

Mr. K D G Gunaratne
Director

Mr. Gunaratne studied at St. Thomas' College Mt. Lavinia and was
a member of the Western provincial Council during the period 1989
to 2009. He currently holds the posit ion of Chairman Lanka Hotels
& Residences (Pvt) Ltd and Urban Investments & Development
Company (Pvt) Ltd.

He also serves as a Director of Lanka Walltiles PLC, Lanka
Ceramic PLC, Dipped Products PLC, Swisstek (Ceylon) PLC,
Singer Industries (Ceylon) PLC and Regnis Lanka PLC and is an
Alternate Director at Horana Plantations PLC.

Ms. A M L Page

Director

Ms. Anjalie Page holds a BSc (Hons) Psychology (First Class) from
the University of Nottingham, United Kingdom and a MSc degree
in Economics, Finance and Management (Distinction) from the
University of Bristol, United Kingdom.

Ms. Page has experience across the financial services and
humanitarian development industries, with in a focus on strategy,
project and stakeholder management and marketing. Her career
includes working extensively across Sri Lanka as well as overseas.

Ms. Page serves on the Boards of Lanka Walltiles PLC and Lanka
Ceramics PLC.
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Mr. J AN R Adhihetty
Director

Mr. Amrith Adhihetty has full membership of CPA, Australia and
holds a B.Com degree from University of Macquarie, Sydney,
Australia. After completing his studies he worked as a Financial
Analyst at Hitachi Data Systems Australia Pty Ltd prior to returning
to Sri Lanka.

Mr. Adhihetty has a wide range of experience in business
development, financial reporting, business restructuring and
marketing with a demonstrated ability to synthesize technical
analysis into business insights.

Presently he is attached to Delmege Forsyth & Co. Ltd as a
Director.

Mr. S M Liyanage
Director

Mr. Liyanage is a respected professional with over 10 years'
experience and a record for exceptional performance. He
has demonstrated transformational leadership in business
transformation for the companies under the Vallibel One PLC
Group. He has a degree in Bachelor of Science in Industrial
Management and Statistics from the Wayamba University of Sri
Lanka and Master of Business Administration from University of
Kelaniya. He holds a Diploma in Information Technology from the
University of Colombo.

He currently serves as a Group Director- Continuous Improvement
and Research at Vallibel One PLC, where he is responsible for
business strategic planning, supply chain development, developing
new business and coordinating manufacturing excellence projects
at the Vallibel Group of Companies. He currently serves on the
Board of Directors of Royal Ceramics Lanka PLC, Lanka Walltiles
PLC, Lanka Ceramics PLC, Swisstek Aluminium Limited, Uni Dil
Packaging Limited and Horana Plantations PLC. He was certified
as a Lean Six Sigma Black Belt and has trained as a Lean Six
Sigma Master Black Belt. He was also declared as a certified
TPM practitioner and has a publication on the topic of Lean Six
Sigma 4.0 at the OELSS conference in Colombo. Mr. Liyanage is
a Member of the Alumina Association of SSMI Asia and Global.
He has participated in International Business and Management at
MSU, Malaysia.

Corporate
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Mr. S R Jayaweera
Director

Mr. S R Jayaweera was appointed to the Board of Lanka Tiles PLC
on 9th October 2020. Mr. Jayaweera counts over two decades of
experience in working for top corporates including several John
Keells Group of Companies listed on the Colombo Stock Exchange.
He brings with him years of expertise in the fields of Financial
Accounting, Management Accounting, Hotel Management,
Manufacturing, Retail, Audit and Compliance. He is also serves as a
Non Executives Director on the Board of Lanka Walltiles PLC, Royal
Ceramics Lanka PLC and Delmage Ltd.

Mr J R Gunarate
Director

Mr. J R Gunaratne has over 40 years of experience in Strategic
Planning, Production & Distribution, Industrial Relations and
Change Management in the Food & Beverage, Plantations and
Leisure Sectors. During his career at John Keells Holdings PLC,
he has held Directorships in several listed and private companies
of the John Keells Group. He has been a Member of the Food
Advisory Council of the Ministry of Health and a Member of the
Council for Hotel &Tourism of the Employer’s Federation of Ceylon.
He was the Founder Chairman of the Beverage Association of Sri
Lanka.

Ms. KA D B Perera
Director

Ms. Brindhiini Perera has earned a Masters in Mechanical
Engineering from Imperial College London. Her studies included
comprehensive coverage of subjects such as Manufacturing
Technology and Management, Entrepreneurship, Corporate
Finance, Statistics, and Mathematics.

She serves as a Non-Executive Director in several companies
listed on the Colombo Stock Exchange including Vallibel One PLC,
Royal Ceramics Lanka PLC, Lanka Walltiles PLC, Haycarb PLC,
Dipped Products PLC, Hayleys Fabric PLC, The Kingsbury PLC,
Hayleys Leisure PLC and Singer (Sri Lanka) PLC. She also serves
on the Board of Eurocarb Products Ltd (UK), Delmege Limited,
Otwo Biscuit (Private) Limited, The Canbury Biscuit Company
Limited, Manatee Clothing Company (Pvt) Ltd and Dhammika &
Priscilla Perera Foundation.
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SENIOR MANAGEMENT

("

A Tia

Mahendra Jayasekera Nandajith Somaratne Shirley Mahendra
Managing Director Director - Manufacturing Director - Group Marketing

A

Sajeewani Amarasinghe Patrick Piyasena Prasad Keerthiratna
General Manager (Finance) Technical Consultant Assistant General Manager - IT

al= /R

Kaushalya Sudasinghe Sumeda Medawela Daminda Perera
Assistant General Manager - Sales Assistant General Manager Group Head of Marketing
(Plant)
. l
Anura Ratnayake B A MThilakasiri Athula Hewapathirana
Group Business Development Group Stores Manager Group HR Manager
Manager

Kapila Ranatunga Nilanga Fernando
Group Commercial Manager Group Financial Accountant
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STRATEGY

The Group places trust in a carefully and subtly PROFITABLE

developed strategy in business operations to
thrive the organization towards success. Amidst
plentiful challenges in the year under review,
Lanka Tiles PLC altered and strengthened its SUSTAINABILITY
strategy to remain resilient in the industry. At
the same time, we focused on opportunities
for growth and expansion. Key areas of focus
in the strategy and the progress made under
each focus area are comprehensively set out

in this section.

PROFITABILITY GROWTH

GROWTH

FINANCIAL
STABILITY

STRATEGIC
FOCUS

BRAND
VALUATION

PRODUCTIVE
WORKFORCE

EFFICIENT
OPERATIONS

Measures taken

Managing to maintain our margins with our existing sales and ensuring profitability amidst
ample challenges in the operating environment

Grabbing growth opportunities in the overseas markets, especially in USA and India:
enhancing our presence in the USA by investing more to strengthen our relationship with
our main distributor there and doubling up our efforts in India

Strengthening the distribution channel by adding new dealers and new showrooms

Reduced costs by adopting various new systems and procedures

Key Performance Indicators

Revenue growth 28%

Increase in the operating profit 17%

FINANCIAL STABILITY

Measures taken

Maintaining a sound cash flow position to drive the company’s growth
Effective working capital management to ensure an uninterrupted production cycle

Expansion of funding capacity to generate more sales and profits

Key Performance Indicators

Return on Equity 29%
Interest cover 22 times

Gearing ratio 14%
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Measures taken

Made alterations to the brand identity and the brand personality with the implementation
of a new logo

Initiated the concept of ‘Brand Citizenship Behaviour’

Strengthening our marketing efforts by enhancing our digital presence through investing
more in digital marketing

Key Performance Indicators

Brand value Rs.2,084 Mn
Revenue achieved Rs.18,684 Mn

New designs 46

INNOVATION

Measures taken

Launch of new products with multiple new designs and new sizes

Exploring the potential to use alternative raw materials and swiftly adapting to use them in
a situation of short supply of our primary raw materials

Earned the recognition of “Most Innovative and Informative Trade Stall” at the Architect
Exhibition 2023 held at BMICH

Key Performance Indicators

New showrooms 4

Investments in R&D Rs. 13 Mn

EFFICIENT OPERATIONS

Measures taken

Continuous infrastructure developments in the factory to improve efficiency

Installation of the SAP system to ease the resource planning process of the organization

Key Performance Indicators

Profit per employee Rs. 5 Mn

Revenue per employee Rs. 25 Mn

PRODUCTIVE WORKFORCE

Measures taken

Initiation of the concept “Transforming People — Intent Into Brand Value Strategy’

Successful efforts were taken in the implementation of the concept of ‘Total Productive
Maintenance'.

Reinforcing the 'Spiritual Management Programme’

Conducted a series of training programmes to facilitate employees in acquiring new
knowledge and skills and improving the existing ones

Continuous engagement with employees in various forms to improve their well-being

Key Performance Indicators

Sales growth 28%

Employee retention rate 79%

SUSTAINABILITY

Measures taken

Aligning the manufacturing process to ensure environmental compliance
Monitoring the consumption of finite resources
Providing indirect employment opportunities

Implementation of CSR projects uplifting the standard of education, people, religious
institutions, and hospitals in regions where our factories are located

Key Performance Indicators

Water consumption 194 Mn Litres
Electricity consumption 22 Mn KWH
Raw material consumption 94,745 MT

Expenses on CSR activities Rs. 3.1Mn




MATERIALITY

The issues that have the greatest potential impact on the Group’s ability to create value are material matters and these are critical
in deciding strategy and resource allocation. Examining the organization’s operating landscape, stakeholder considerations as well as
strengths and weaknesses proactively, material concerns are assessed continually.

The materiality in Lanka Tiles PLC describes the benefits of the Group's financial and non-financial variables to the stakeholders and their
significance to Lanka Tiles. It is depicted in this report how well our strategy and resource allocation have helped us overcome material
issues.

Materiality Matrix

Exceptional concerns in the economic landscape led to significant changes in the materiality landscape. This is reflected in the list
of material issues. It is noteworthy that certain issues have shown an increase in importance and hence require higher managerial
consideration.

A
/ \ / \ / e Economic performance \
® Market Presence
_'53 e Employment
T
) > ® Training and Diversity
I )
& > e Diversity and Equal
- Opportunit
- N J\ )\ Opeeortenity J
<
é / \ /0 Anti-Corruption \ / \
< . . .
: 5 Wit el e Anti-Competitive behaviour
E e Local Communities e QOccupational Health & Safety
@) A Ferafier iy
E -5 e Environment Compliance * Non-discriminations
% T e e Customer wealth & Safety
E e Socio-economic Condition
8 e Compliance
2 e Environment Footprint
o AN AN %
c Y4 Y4 N
2
8
>
o AN AN %
Medium High Very High

\

IMPORTANCE TO THE STAKEHOLDERS
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The Group has interacted effectively with stakeholders in numerous ways with varying intensities to create a wide array of values under
economic, social and environmental spheres, as shown below:

Material Topic Change in Corresponding GRITopic Related Capitals Related
Materiality Stakeholders
Compared
to FY
2021/22
Economic Performance T GRI: 201 Economic Performance Financial Capital Employees
GRI:203 Indirect Economic Impacts Manufactured Capital Shareholders
GRI: 204 Procurement Practices Intellectual Capital Customers
Regulators
Market Presence T GRI: 202 Market Presence Financial Capital Employees
($) Manufactured Capital Shareholders
g Human Capital Customers
g Social Capital Regulators
O
w
Anti-corruption T GRI 205: Anti-corruption Intellectual Capital Employees
Social Capital Regulators
Business Partners
Anti-competitive T GRI 206: Anti-competitive behaviour Intellectual Capital Employees
Behaviour Social Capital Community
Employment T GRI 401: Employment Financial Capital Employees
Manufactured Capital Community
Human Capital Regulators
Social Capital
Occupational Health and T GRI 403: Occupational health and Financial Capital Employees
Safety safety Human Capital Customers
Social Capital
Training and Diversity T GRI 404: Training and education Financial Capital Employees
Intellectual Capital Community
Human Capital
Diversity and Equal _ GRI 405: Diversity and equal Intellectual Capital Employees
Opportunity opportunity Human Capital Community
Social Capital
Non-discriminations _ GRI 406: Non-discrimination Intellectual Capital Employees
Human Capital Community
Social Capital Regulators
Customer Health and _ GRI 416: Customer health and safety ~ Social Capital Customers
Safety Regulators
Marketing and Branding T GRI: 417 Marketing and Labelling Financial Capital Employees
Social Capital Community

Annual Report 2022/23
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MATERIALITY

ENVIRONMENT
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Material Topic Change in Corresponding GRITopic Related Capitals Related
Materiality Stakeholders
Compared
to FY
2021/22
Local Communities T GRI 413: Local communities Financial Capital Community
Social Capital
Natural Capital
Socio-economic T GRI 419: Socioeconomic Compliance  Social Capital Employees
Compliance Natural Capital Community
Regulators

Business Partners

Energy Consumption

GRI 302 Energy

Manufactured Capital
Natural Capital

Employees
Community
Regulators
Business Partners

Environment Footprint

GRI 301: Materials

GRI 302: Energy GRI 303: Water and
effluents

GRI 305: Emissions

GRI 306: Waste

Manufactured Capital
Natural Capital

Employees
Community
Regulators
Business Partners

Compliance with
Environment

GRI: 307 Environmental Compliance

Natural Capital

Employees
Community
Regulators
Business Partners

LankaTiles PLC



Executive Reviews

Management Discussion and Analysis
Governance

Corporate

STAKEHOLDER ENGAGEMENT

LankaTilesPLCrecognizesthesignificance
of satisfying the needs of its stakeholders
for the Company's endurance and worth.
It employs both formal and informal
strategies to engage with stakeholders
and prioritize resolving issues that
impact their operations. Lanka Tiles PLC
considers stakeholder engagement and
continual communication as essential for
their business triumph. Hence various
communication techniques are in place
for periodical evaluation of their efficacy.

Financial Statements

Supplementary Information

Create plans to
address concerns
that have been
brought up

Solving
issues based
on their significance
to stakeholders and
impact on business
operations

STAKEHOLDER
ENGAGEMENT

Determine
main stakeholders
based on their
influence on
business
operations

Interact with
stakeholders

Employee

Method of Engagement Frequency of

Engagement

Interests/
Expectations

Managing interests/Expectations

Training sessions Frequently

Fair remuneration -

Self-development programmes Continuously

Work-life balance

Entertainment events Annually Employee benefits
Religious, cultural and International Annually Workplace health and
Days’ celebrations safety
Direct interaction with Senior Annually Conducive workplace
Management
Formal performance appraisals As needed Training &

Development -
Regular meetings with unions Regularly Job security
Communication of company Quarterly Career progression

performance

Benchmarked remuneration packages
in line with the industry

Annual profit share, incentives, death
donations

Provision of a comfortable and healthy
working environment

Open door policy with senior
management

Conducting technical, internal and
external training sessions

Fair and transparent performance
appraisal system

Recognition of services of employees
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STAKEHOLDER ENGAGEMENT

Customer

Method of Engagement

Frequency of

Interests/

Managing interests/Expectations

Engagement Expectations
Face-to-face interactions at our own  Regularly Value for money - Driving cost efficiencies
showrooms - Quality certifications
Trade Exhibitions Annually Product quality - Pioeluei gleliby SeslENTS H0EsEEs

Sales team engagement

Continuous Basis

Choice of products

Third-party satisfaction surveys and
industry studies

Continuous Basis

Availability and
accessibility

Customer Hotline

2477

Consumer promotions

Social media platforms

Continuous Basis

Call Centre

2477

- Managing price and volume growth
- Island-wide presence

Shareholder

Method of Engagement

Frequency of
Engagement

Interests/
Expectations

Managing interests/Expectations

Board representation of major
shareholders

Continuous Basis

Earnings and
dividends

Interim Financial Statements Quarterly Growth prospects
Press Releases As needed Transparency
Annual General Meeting and Annually Environment and

publication of Annual Report

social impact

CSE announcements

Continuous Basis

Governance

Corporate website

Continuous Basis

Share price and

- Safeguarding our market position

- Corporate Governance and Risk
management

- Improving manufacturing capacity and
efficiency

liquidity
One-to-one engagement As needed
Supplier
Method of Engagement Frequency of Interests/ Managing interests/Expectations

Engagement Expectations
Supplier assessment and feedback As needed Increased business - Established procurement processes
Managing relationships As needed Transparent ) Estabhshe@ procurement processes
- Ensured timely payments
procurement .
- Quality assurance processes to
processes ) i
provide constructive feedback
Visits Regularly Timely payments

Constructive feedback
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Distributor
Method of Engagement Frequency of Interests/ Managing interests/Expectations

Engagement Expectations
Dedicated teams to handle Regularly Incentives and rewards
distribution networks
Regular assessments of Regularly Customer demand

performance and feedback

Marketing
communications

Logistics

- Product innovation to drive customer

demand

- Advertising and marketing

communications to create demand

- Proactive forecasting and planning to

enhance demand visibility

Support for growth

Regulators

Method of Engagement

Frequency of

Interests/

Managing interests/Expectations

Engagement Expectations
Filing returns Regularly Compliance with - Employment opportunities
regulations - Socioeconomic progress
Facilitating visits As needed Timely filing of returns ~ ~ STl e s

and payments

One-to-one engagement

Continuous Basis

Foreign currency
Earnings

Press releases

Continuous Basis

Economic value
creation

- Support for community needs

Support for growth

Community

Method of Engagement

Frequency of
Engagement

Interests/
Expectations

Managing interests/Expectations

Recruit from local communities

where skills are available

As needed

Employment
opportunities

CSR projects

Continuous Basis

Socio-economic
progress

Entertain grievances from the

community

Regularly

Environment related
issues

Public events

Continuous Basis

Support for community
needs

- Recruit from local communities where
possible

- Provide opportunities for local
entrepreneurs where possible

- Managing environmental impacts in
compliance with CEA requirements

Corporate Website

Continuous Basis

Support for growth

Social media interactions and press

releases

Continuous Basis
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STRATEGIC VALUE
CREATION

VALUE TRANSFORMATION

FINANCIAL CAPITAL

{ FINANCIAL CAPITAL
KEY BUSINESS ACTIVITIES

Revenue growth of 28%

Profit for the year Rs. 3,687Mn
Dividend payment Rs. 2,228 Mn
Return on equity 29%

Shareholders’ funds Rs. 12,932 Mn
Borrowings Rs. 1,750 Mn

MANUFACTURED CAPITAL MANUFACTURED CAPITAL

Reliable
supply chain
and effective
engagement

Property, plant and equipment
increased by 531Mn
Production capacity increased by

Property, plant and equipment
Rs. 7002 Mn

Production capacity 5,468,250 sqm ool State-
. S tfolio t
Capacity utilization 90% ﬂor to 010 . of-the-art 0.4 Mn Sqm
refiect curren manufacturing Production volumes decreased by

market trends .
facilities

36,519 Sqm

HUMAN CAPITAL HUMAN CAPITAL

Innovation
in production
portfolio and
operations

Wide

Employees 744
pioy distribution

Investment in training and developme
Rs.11 Mn

Employee payments Rs. 1,783Mn
Employee retention 79%
Man-hours of training 12,132

network

Customer SOCIAL AND RELATIONSHIP
Engagement
CAPITAL

SOCIAL AND RELATIONSHIP
CAPITAL

Domestic supplier base 590
Foreign supplier base 42
Customer touchpoints 152

Supplier payments Rs. 15.7 Bn
Community value creation through
CSR initiatives Rs. 3.1 Mn

CAPITAL INPUTS

STRATEGIC PILLARS

CAPITAL OUTCOMES

PROFITABLE GROWTH

Brand strength Rs.2,084 Mn Innovative designs introduced 46 Nos

FINANCIAL STABILITY New showroom 4

Investment in digital infrastructure
Rs.87 Mn BRAND VALUATION

Investments in R&D Rs.13 Mn INNOVATION

EFFICIENT OPERATIONS
NATURAL CAPITAL NATURAL CAPITAL
PRODUCTIVE WORKFORCE

Water consumption decreased by 3%
SUSTAINABILITY Energy consumption decreased by
4%

Material consumption decreased by
12%

Water recycled and reuse increased
by 3%

Energy consumption 22Mn Kwh
Water Consumption 194Mn Ltrs
Waste Disposal 14,221 MT

IMPACTS
PROFIT PEOPLE PLANET
Forex earnings - Rs. 525 Mn e Community development projects - Rs.3.1 Mn e \Water recycled 17Mn litres
Economic value added by the e Employment opportunities - 744 * 14,221 MT waste discharge
group - Rs.2,586 Mn e Non-renewable energy
Tax payments both direct and e Electricity 22 Mn kWh
indirect - Rs. 3,475 Mn e LPG Consumed 11Mn Kgs
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RISK MANAGEMENT

Lanka Tiles PLC is part of a manufacturing
production process and is influenced by a

landscape. The year under review experienced significant changes in the macro-economy
which in turn, required the strengthening of the Company’s risk management processes.
LankaTiles PLC follows a structured risk management process to enable the identification
and effective mitigation of risks and overcome uncertainty to achieve its business aims

and objectives.

industry relying on goods and services for its PRINCIPAL RISKS

number of factors in the external and internal . : . .
The principal risks concerning Lanka Tiles

PLC during the year under review resulted
from a number of factors including
financial, governmental, and industrial
considerations. The risks impacting the
company in its strategic endeavours
to achieve targets and the respective

& i i D mitigating measure used to address the
y 1.“1. '-":-F; y E,, '-":t} particular risks are as stated below.
> n:trolling
AR &I ation of 43 ] 3
a ko "~ and Reporting
Risks I i &
Risks
4 > & Y
1 Pl 4 TN
. 1'! i . 1'! i’
y b RISK - Monitoring
“ Iamtrﬁcatlon i < A '% ey
S of Rislis & > \ MANAGEMENT and Reviewing
Risks
RISK GOVERNANCE PRINCIPLES OF RISK MANAGEMENT

The Board of Directors bears responsibility
for managing the company's risk
exposure. In the discharge of the risk-
related duties, the Board is assisted by
the Audit Committee. Additionally, the two
Committees engage with the corporate
management and other employees to
ensure the management of risk exposures
within acceptable limits.

RISK DRIVERS

During the year ended 31st March 2023,
the operating environment was noticeably
affected by a number of complexities. The
increased risks necessitated a meticulous
risk management process to address a
number of challenges stemming from
the macro-economic uncertainties such
as the sharp devaluation of the rupee and
high inflation which resulted in economic
challenges and a decrease in demand.
Additionally, the lack of availability of
essentials such as fuel during the year
under review resulted in transportation
systems being affected and disruptions in
the supply chain.

The Risk Management Process of Lanka Tiles PLC follows the Three Lines of Defense
model which includes employees across the company and requires them to be responsible
and accountable in the managing of risks experienced by the company.

EXECUTIVES AND SUPERVISORS

e Ensure risk exposure remains within limits by identification,
assessment, management, and reporting of all risks within
control on a daily basis

CORPORATE MANAGEMENTTEAM

e Assures risk management across the business through
transparent, well-communicated risk policies, and effective
monitoring systems

THE BOARD OF DIRECTORS

e Provides independent assurance and oversight on the
effectiveness of the risk management system and internal
controls
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RISK MANAGEMENT

Risk Rating
Risk Risk Indicators and Possible Mitigation Strategies Low Medium High
Impacts
Restrictions on imports e Challenges in sourcing raw Introduction of alternative raw
material material
e Decline in production due to Continuation of the new brand
lack of raw material of tiles X
e | oss of market share Continuous innovations to
introduce new tile designs
Price controls
High inflation e |nterruptions to continuous Flexible strategic actions to
production and business manage costs
growth Maintaining sales volume X
e Uncontrolled increase in
production costs
Changes in government policies e Restrictions on the importation Maintaining a positive
of raw material relationship with regulators and
e Changes in taxation policies policymakers X
Switch to alternative raw
material
Fluctuations in the exchange rate e Sharp depreciation of the SL Consistent monitoring of the
rupee against the US dollar exchange rate movement
e Decline in foreign reserves Expansion of production
e |mpact on the prices of raw operations internationally X
materials, spare parts, and Maintaining optimum capacity
overall operations and managing exposure
e |ack of inclination from banks through hedging and other
to open LCs techniques
Changes in designs and trends e Fluctuations in demand Consistent development and
according to the designs and introduction of new designs
trends and styles
e |ncreased costs of holding high Expansion of dealerships and X

inventory
e |mpact on revenue

showroom network

Conduct market research to
analyse consumers’ purchase
trends

Retention of employees

e Migration of employees due to
socio-economic challenges

¢ Increased costs to attract and
train new employees

Uninterrupted continuation
of benefits such as salary
increments, incentives, and
special allowances
Investment in employee
training and development
Provision of opportunities for
career progression
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Risk Rating

Low Medium High

Disruptions in the supply chain

e |nterruptions to the timely
management of inventory

¢ Maintenance of adequate
fuel stocks to facilitate

e |ncreased customer

transportation

. . : . X
dissatisfaction e Employing an external
service provider to handle the
transportation of inventory
Product risks e Poor quality products affect e Adherence to strict quality
customer satisfaction controls and monitoring
e Impacts the competitiveness of processes
the product e Prioritize research and
development X
e Maintain partnerships with
international counterparts to
encourage knowledge sharing
to improve production facilities
Brand and reputational risks e Affects the relationship e Strict adherence to
with customers and other relevant labour, social, and
stakeholders environmental protection
e Decrease in the brand value regulations and policies
e Risk to the brand reputation e Conduct regular audits
e Educate employees to build
awareness and establish a X

culture of compliance

® |ntegrate social media to
support brand-strengthening
initiatives

e |nitiation of the concept
‘Transforming People — Intent
Into Brand Value Strategy’

STATEMENT OF RISK MANAGEMENT
AND INTERNAL CONTROL ADEQUACY

The Board confirms that an effective
risk management and internal control
framework and an ongoing process is
in place to minimise all potential risks
and their probability of impact on the
company and its business. The Board
also confirms all risks were reviewed
using internal and external parties and
were deliberated upon by the Board and if
necessary, corrective actions were taken.
The Board assures that the reliability of
financial statements presented herein has
been done in accordance with applicable
accounting standards and regulatory

requirements and taking into account all
risk factors. The Board declares that it has
not found any significant risks that may
impact the operation of the business as a
going concern, or will impact the financial
stability or the business materially.

A.M.Weerasinghe
Chairman

J AP M Jayasekera
Managing Director
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OPERATING ENVIRONMENT

Escalation in global inflation made the
governments in most countries around
the world tighten their monetary policies
which ultimately resulted in a dramatic
decline in the global economic activity
during the financial year under concern.
With the global economic downturn, Sri
Lanka experienced an unprecedented
slowdown in economic activity which
eventually turned into an economic
crisis. The economic recession adversely
affected almost all the sectors which
contribute to the GDP and it reversed the
post-pandemic recovery of the country.
The construction sector is one such sector
which was hit hard by the collapse of the
global and domestic economy.

GLOBAL ECONOMIC PERFORMANCE
Global Economic Growth

Global economic growth in 2022 was
expected at 3.4% according to the IMF’s
World Economic Outlook (WEQ) update
and it was a considerable decline from
the 6.2% growth estimated for 2021. The
sharp deceleration which was obvious in
the global economic activity was a direct
result of the monetary policy tightening by
central banks throughout the world with
the intention of regulating the excessive
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inflation caused by the Russia-Ukraine war
and a recurrence of COVID-19 in China.

Global growth is predicted to decline to
2.9% in 2023 before rebounding to 3.1%
in 2024, as per the WEO update of January
2023.

Growth Rate

o = N W M OO N

2021 2022 2023 2024

Year

Global Inflation

Global inflation was forecasted to reach
its highest level in 2022 and then begin
to fall in 2023 due to the weakening
demand and easing of commodity prices.
As per the WEO update of January 2023,
global consumer prices ascended by
8.8% in 2022, relative to 4.7% in 2021.
A collective impact of both the demand
and supply factors led to the inflation
spike in 2022. The lingering effects of

The construction industry used to
make a contribution of 8-10% to
the national GDP and provide direct
and indirect employment for over
1.2 Mn. Amidst the contraction in
the Sri Lankan economy which was
worsened by several factors including
the severe dearth of foreign currency,
shortages of fuel and food and high
foreign debt, the construction industry
shrank rapidly by 20.9% in 2022.

ultra-easy monetary and fiscal support
and the pandemic which
prolonged pricing pressures were on the
demand side and the insufficient supply
of key commodities, capacity limitations
and supply chain disruptions were on the

resulted in

supply side.

DOMESTIC ECONOMIC
PERFORMANCE

Economic Growth

The real GDP is expected to decrease by
78% in 2022, compared toa3.5% increase
in 2021, according to the preliminary
forecasts from the Department of Census
and Statistics (DCS). Reversing the post-
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pandemic recovery, the repercussions
of the severe economic crisis pushed
the Sri Lankan economy towards its
worst economic downturn, since its

independence, in 2022.

The agriculture sector, which has been
underperforming since 2019, declined
by 4.6% in 2022, compared to the
previous year. The industrial sector
dropped by 16.0% year on year in 2022,
owing mostly to sluggish performance
in the construction and manufacturing

Gross Domestic Product

Management Discussion and Analysis

Corporate
Governance

subsectors amid significant raw material
shortages and input cost increases. The
energy crisis and the tighter monetary
conditions were among the other factors
which had an impact on the performance of
the industry subsectors. The construction
subsector, which formed 28.0% of the
industry sector, contracted by 20.9% year
on year in 2022. Regardless of the resilient
performance of the services sector in
the first quarter of 2022, the economic
setbacks hampered further expansion in
the sector, resulting in a 2.0% year-on-year
contraction in 2022.

Rs. Mn %
15,000,000 4
3
12,000,000 | f
0
9,000,000 | N
2
6,000,000 | 3
4
5
3,000,000 | s
7
o L. || || 8
2018 2019 2020 2021 2022
Year
B AGRICULTURE INDUSTRY
B SERVICE -e-GDP

Inflation Rate

Reflecting the impact of tight monetary
policy and the gradual reduction of
supply-side disruptions, consumer price
inflation began to fall after reaching its
peak in September 2022. The effect of
considerably tight monetary policy and
other measures in demand management
including prioritizing essential imports
and lowering food and energy prices
contributed to the control of the pace of
headline inflation since the latter part of
2022.

Accordingly, yearon-year headline inflation,
as assessed by the Colombo Consumer
Price Index (CCPI, 2013=100), which was
12.1% at the end of 2021, surged to 69.8%
in September 2022 before easing to 57.2%
in December 2022 and the yearon-year
headline inflation based on the National
Consumer Price Index (NCPI, 2013=100)

was 73.7% at the end of September 2022
and 59.2% by the end of 2022, compared
to 14.0% at the end of 2021.

The decreased trend in headline inflation
that was noticed in the latter half of 2022
continued into 2023.

Interest Rate

Considering the most recent
macroeconomic conditions, anticipated
changes and macroeconomic projections,
the Central Bank of Sri Lanka maintained
the Standing Deposit Facility Rate
(SDFR) and the Standing Lending Facility
Rate (SLFR) at the levels of 14.50% and
15.50%, respectively. The prevalent tight
monetary conditions, the slowing pace of
inflation, and the anticipated disinflationary
path in the near term were noted in taking
the decision to maintain the rates at the
above levels.

Financial Statements

Supplementary Information

Exchange Rate

The Sri Lanka rupee depreciated
significantly by 414% against the
US dollar by the end of April 2022.
However, the exchange rate appreciated
substantially during early March 2023,
due to the impact of improving foreign
exchange market conditions. The Sri
Lankan rupee appreciated against the US
dollar by 10.9% at the end of March 2023
and the strengthening of the gross official
reserves with IMF-EFF funding assistance
and market purchases of foreign exchange
greatly contributed to this. The Sri Lanka
rupee began to fluctuate in late March
2023, reflecting the wider flexibility in
determining the currency rate.

Manufacturing Sector Performance

Overall  manufacturing activity, which
represented around 59% of the whole
industry sector, decreased by 12.6%
year on year in 2022, compared to 74%
growth in 2021. Due to the negative
impact of extended power outages, fuel
and key raw material shortages, logistic
issues and subdued demand conditions,
all manufacturing activities, with the
exception of textiles, wearing apparel and
leatherrelated products, contracted during

the year concerned.

Construction Sector Performance

The construction industry used to make
a contribution of 8-10% to the national
GDP and provide direct and indirect
employment for over 1.2 Mn. Amidst the
contraction in the Sri Lankan economy
which was worsened by several factors
including the severe dearth of foreign
currency, shortages of fuel and food
and high foreign debt, the construction
industry shrank rapidly by 20.9% in 2022.

Other than the economic crisis, price hikes
in construction materials and the shortage
of cement also had a detrimental effect on
the output of the Sri Lankan construction
industry in 2022. The quantity of cement
produced and the cement imports declined
by 0.8% in 2021, from 7.2 Mn MT in 2020
to 7.1 Mn MT.
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OPERATING ENVIRONMENT

However, the Sri Lankan construction
industry is predicted to grow at a 5.5%
annual rate from 2023 to 2026, with the
support of investments in transport,
housing and renewable energy projects
together  with  government  policies
promoting manufacturing and exports.

Import Performance

Expenditure on merchandise imports fell
significantly within 2022 due to several
factors including the effect of the foreign
exchange deficiency amid significant BOP
stresses, subdued demand conditions,
substantial exchange rate depreciation,
and administrative measures to prioritize
imports. Import expenditure dropped
by 11.4% to USD 18,291 Mn in 2022
from USD 20,637 Mn in 2021, owing to
a considerable reduction in imports of
investment goods and non-food consumer
goods.

Export Performance

Earnings from merchandise exports
increased significantly owing primarily
to a favourable exchange rate, priority
given to export industries when sourcing
imported inputs, and the price hikes in the
global commodities. As a result, earnings
from merchandise exports increased by
4.9% to US$ 13,106 Mn in 2022 from US$
12,499 Mn in 2021.

Impact of the global and domestic
economic situation on our business
operations

e Demand for our products dropped
with the overall contraction in the
construction industry.

e Revised tax rates negatively impacted
the entire profitability of the group.
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Production costs went high due to
several factors including the increase
in the prices of both the local and
imported raw materials, the increase
in electricity and energy costs and
labour charges.

Export sales went low as we were not
able to raise the confidence of export
buyers due to the country’s situation.

Import of raw materials and export
of the finished goods, both, were
affected by the economic crisis and
government policies.

Staff retention became a challenge for
the Human Resource Management of
the organization.
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Natural Capital

Capital

Manufactured Capital

e Revenue e Training Hours 12,132 e High Customer e CAPEXRs. 718 Mn e \Nater consumption
Rs.18,684Mn e |nvestments in Satisfaction e Plant and Machinery by 194.1 Mn Litres
e |nterest Cover Training and e New Suppliers 12 Rs.7002 Mn e \Water treatment for
22 Times Development Rs.11 e Direct Job e New Designs 46 reuse 16.8Mn Litres
e ROA 20% Mn Opportunities 744 e BrandValue Rs. 2,084 ° Raw material
e ROE 29% e New Recruitments e CSR Investments Rs. Mn recycled for reuse
164 3.1 Mn 8,698MT

e New Showrooms 4

e Emission Reduction
1,942 Tco2 (Scope 1)

Lanka Tiles has maintained its position as the local tile manufacturing industry’s premier brand floor and wall tile manufacturer despite
the year being affected by unparalleled challenges in the macroeconomy. Engaging in proactive decision-making and adopting the most
suitable measures while staying true to our core values has enabled Lanka Tiles to face the challenges effectively. Lanka Tiles continues
to put every effort to conduct all its business affairs in an ethical manner.

Lanka Tiles manufacture a wide range of tile designs, and textures of varying sizes to cater to different market segments it operates in.

The export sales revenue was recorded at Rs. 525 Mn while revenue from domestic sales was recorded at Rs. 18,159 Mn.

Procurement

e |anka Ceremic PLC

e QOther Local Suppliers
Ranala

e Foriegn Suppliers

OUR PERFORMANCE

Lanka Tiles managed to record
growth in terms of brand equity and
profitability despite the challenges in
the macroeconomy during the vyear.
Our production capacity was increased
by the innovations and
reinforcements in  our

continuous
manufacturing

Manufacturing

e lankaTiles PLC
Factories at Jalthara,

Warehousing

Biyagama
Narahenpita

Nawala

abilities. Additionally, the relationship
with our stakeholders was strengthened
through increased investments to re-
enforce trust. These measures helped us
confirm our reputation as a reliable tile
maker in Sri Lanka and increase our top
line by 28% over the previous year’s Rs.
14,591 Mn.

Distribution

Own showrooms
Franchise showrooms
Factory outlets

Direct dealers
Distributors

Sub dealers

The local sales recorded an
increase of 30% and resulted in a 28%
increase in the total revenue, to reach Rs.
18,684 Mn. An increase in the gross profit
margin from Rs. 6,609 Mn last year to Rs.
8,428 Mn during the year under review
was recorded, driven by the continuation
of our operations without disruptions.

revenue
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BUSINESS LINE REVIEW

A 17% increase to Rs. 5,298 Mn in the operating profit was recorded driven by topline growth and improvements in profit
margins.

The total capital expenditure of the Group was Rs.1,190 Mn. An improvement to Rs. 8,742 Mn of total non-current assets was
recorded while the total inventory was Rs.5,037 Mn, up from Rs. 2,474 Mn recorded last year.

Lanka Tiles invested Rs. 319 Mn to improve its machinery and production facilities. The software was upgraded with an
investment of Rs. 87 Mn to increase efficiencies in communication, production, and customer value creation.

CONTRIBUTIONS OF OUR BUSINESS

Performance
20,000
\ Revenue - Rs. 18,684 Mn Raw material consumption -
15,000+
PAT - Rs. 3,687 Mn 94,745 mt
10,000} - o
Export income - Rs. 525 Mn Electricity consumption
5,000r —_— Taxes paid by the Company 21'985’884 KWH
Water consumption :
0 -Rs. 3,475 Mn
2023 2022 2021 194 Mn Litres
Year

mNP = OP m®GP

Profit Margins

% TOTHE PEOPLE TOTHE COMMUNITY

60 -

501 New recruits -1 64 Jobs created -744
40+ ~— Investment on training and Expenditure on CSR -

30l development

Rs. 3.1 Mn
207 /\ Rs.11 Mn

Expenses on infrastructure

Training and development hours

development -

2023 2022 2021 12,132 Rs.1,190 Mn

Year

m NP OP mGP New Designs 46
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SWOT ANALYSIS

Strengths

e (Capability of introducing innovative

designs to the tile market continually

e Strength of multiple channels

Management Discussion and Analysis

Corporate
Governance

Weaknesses

e Decrease in demand for tiles.

Financial Statements

Supplementary Information

e Delays in the automation of certain systems and processes

e Delivery of high-quality products and

efficient service to customers

e |ncrease our local and global presence

e |nstallation of the SAP system

Threats

e Drastic drop in the demand

Opportunities

e Potential to explore new export markets

e Expectant growth in the

construction sector

e Opportunities in increasing project sales

domestic

e Economic downturn in the country

e Sharp contraction in the construction industry

e Price hikes in essential commodities

e Reduction of the disposable income of the customers mainly

due to the inflationary pressure

e Transportation barriers due to fuel shortage

e Forex crisis

e Socio-political instability

e Brain drain due to skill migration

Looking Ahead

Lanka Tiles expects to grow further with
new developments in the upcoming years.

Procurement

It is expected to enter into collaborative
agreements with suppliers to improve
our supply chain. New suppliers for raw
be sought. In addition,
sources will  be

materials  will
alternative  material

explored locally.

Manufacturing

Development is to be made in the factories
and machinery and equipment with the
latest technology are to be introduced to
increase the production capacity and to
reduce costs.

Warehousing

As a strategy for reducing unnecessary
costs, we expect to continue the
fulfilment of our storage facilities through
outsourced stores.

Distribution

Our distribution channel will expand further
with the addition of new showrooms,
dealers and factory outlets.
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CAPITAL REPORTS

FINANCIAL
CAPITAL

Returns to our stakeholders are provided
through employing the financial capital to
establish, expand and secure other capitals.

MANUFACTURED
CAPITAL

Stakeholder requirements are satisfied by the
value created through the physical asset base
known as manufactured capital.

HUMAN CAPITAL

Providing opportunities for career
development and personal growth continuous
investments are done in expanding the skills

and competencies of our human capital.

SOCIAL AND
RELATIONSHIP
CAPITAL

Cultivating relationships within and across
stakeholders,
networks is the main focus of social and
relationship capital.

communities and  other

INTELLECTUAL
CAPITAL

Our knowledge, talents, and expertise, as well
as our systems and procedures and brand
value, all together form the intellectual capital
that provides us with an advantage over rivals
in the market.

NATURAL
CAPITAL

Our responsible approach to natural capital
has enabled us in minimising impact on the
environment while remaining compliant with
all the statutory requirements.
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Expectations of all the
stakeholders are fulfilled
through the value created by
the effective management
of the set of capitals which
is the primary input of
our business process. The
consumption, improvement,
and modifications to capitals
are done in the wvalue
transformation.

As a result of the inter
relatedness among these
capitals, ¥ managing one
capitalwouldhaveaneffecton
managing another.Therefore,
we have recognized that it
is crucial to take optimal
attempts towards managing
the interdependencies as
well. A comprehensive
description of the said capital
management is provided in
this Capital Report.
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FINANCIAL CAPITAL

A total investment of Rs. 1,190 Mn was made for the improvement of production facilities while Rs.

319 Mn was invested in upgrading machinery. The Company invested Rs. 87 Mn in the introduction
of new ERP which utilizes data efficiently for analysis and improves the decision-making process.
The new ERP has also contributed to improved cost management through waste reduction.

HIGHLIGHTS

e Revenue - Rs. 18,684 Mn

e Profit AfterTax — Rs. 3,850 Mn
e Total Assets — Rs. 18,993 Mn
* Market Share — 34%

e Debt to Equity Ratio — 14%

Lanka Tiles PLC posted a satisfactory
performance during the 2023 financial year
despite economic, supply chain, and export
hurdles that were faced during the year. An
agile strategy aimed at creating value for
stakeholders, streamlining processes, and
prudent financial acumen resulted in the
company maintaining its financial margins
to deliver a commendable performance.

Revenue
Year

2023

2022

2021

0 5,000 10,000 15,000 20,000

Rs. Mn

Revenue

The Company recorded a 28% increase in revenue to Rs. 18,684 Mn during the year
under review, compared to Rs. 14,592 Mn the previous year. The growth in revenue
was a result of the increase in domestic sales which mitigated any losses incurred from
export sales.

Domestic sales contributed Rs. 18,159 Mn, supported by the diligent effort of the Lanka
Tiles PLC teams to maintain sales margins. The Company continued its efforts to increase
domestic sales revenue through continuous innovations including using technology to
introduce new designs and expansion of its networks and market share to drive sales.
Managing production capacities further enabled the Company to maintain inventory as
required, reducing costs associated with maintaining extra stocks.

Additionally, the Company's prompt switch to using alternative materials for production
enabled the uninterrupted continuation of production despite the shortage of imported
raw materials due to government-imposed restrictions on importations.

Export sales generated a revenue of Rs. 525 Mn, a decrease of 18% compared to Rs.
642 Mn reported last year. The main contributor to export sales was the special range of
Mosaic tiles which were exclusively marketed internationally as a niche product.
Revenue Growth

Year Revenue Revenue Revenue
- Export Sales - Local Sales - Total

Rs.000 Rs. 000 Rs. 000

2021 370,670 12,255,815 12,626,485
2022 641,961 13,949,659 14,591,620
2023 525,498 18,158,544 18,684,042
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FINANCIAL CAPITAL

Profitability
Net Profit
Year
2023
2022
2021

0 1,000 2,000 3,000 4,000 5,000

Rs. Mn

The gross profit for the FY 2023 was Rs.
8,428 Mn compared to Rs. 6,609 Mn in FY
2022, which marked an increase of 28%
compared to the previous year. While the
gross profit improved, the growth rate was
less than anticipated, due to the increment
in the cost of sales which was Rs. 10,256
Mn compared to Rs. 7983 Mn recorded
in FY 2022.

Investments

With a focus on innovation to drive growth,
the Company continued its investments to
improve and introduce new technologies
and processes. A total investment of Rs.
1,190 Mn was made for the improvement
of production facilities while Rs. 319 Mn
invested in upgrading machinery.
The Company invested Rs. 87 Mn in the
introduction of new ERP which utilizes
data efficiently for analysis and improves
the decision-making process. The new
ERP has also contributed to improved cost
management through waste reduction.

was

Investments composition

Year Upgrade of  Technology
Facilities and Software

Rs./000 Rs./000

2021 522,193 1,627
2022 645,000 2,176
2023 1,190,010 86,988
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Profit after tax was

reported at Rs.

3,687Mn, declining 10% from the Rs.
4,110 Mn recorded the previous year. The
decline in profit after tax resulted from the
increased taxation policies and regulations
imposed by the government.

The Company maintained the efficiency

of its

production facilities with the

continuation of the TPM (Total Production
Maintenance) initiative, which maximizes

production
costs. As a result,

capacities

while
the TPM

reducing
initiative

contributed Rs. 5,298 operating profits,
an increase of 17% from Rs. 4,546 Mn.
recorded the previous year.

REVENUE

Rs.1 8,684 Mn

(2022: Rs.14,591 Mn)

GROSS PROFIT

Rs.8,428 mn

(2022: Rs.6,609 Mn)

Profits
Year Gross Operating Net Profit
Profit Profit -Total
Rs./000 Rs./000 Rs./000
2021 4,746,103 2,775,596 2,450,894
2022 6,608,922 4,545,765 4,110,316
2023 8,427646 5,297.540 3,687.802

Asset Base and Funding Profile

An increase of 10% to Rs. 18,627 Mn from Rs.16,927 Mn was recorded in the total assets
of the Company, contributed by the capital investments in property, plant, and equipment
which increased asset value to Rs. 7002 Mn. A significant decrease was recorded in cash
and cash equivalent from Rs. 4,936 Mn the previous year to Rs. 810 Mn in the year under
review, due to the decrease in cash and bank balance.

Profits
Year PPE Investments Inventories Cash and Trade and
in Associates Cash Other
Equivalents Receivables
Rs./000 Rs.000 Rs.’000 Rs./000 Rs.000
2021 6,373,888 1,339,684 2,322,116 2,329,621 1,026,460
2022 6,471,179 1,663,428 2,473,794 4,936,501 910,523
2023 7001,724 1,144,458 5,036,886 810,691 2,410,052
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Liabilities and Equity

The total liabilities of the Company
increased to Rs. 5,695 Mn from Rs.4,700
Mn for the FY 2023 as a result of its
borrowings increasing by 19% with
deferred tax liabilities recording an
increase of 47%.

The total equity increased by 6% to Rs.
12,932 Mn from Rs. 12,227 Mn. Due to
the increase in borrowings, the debt-in-
equity ratio increased to 14% from 12% in
previous years.

The balance in inventory recorded an
increase of its value to Rs.5,037 Mn
from Rs.2,474 Mn during the year due to
unfavorable economic conditions.

Investments composition

Year LongTerm ShortTerm
Borrowings  Borrowings

Rs./000 Rs./000

2021 971,206 321,727
2022 705,420 762,392
2023 434,405 1,315,883

Shareholders’ Funds

Shareholders’ funds as of the end of
March 2023 amounted to Rs. 12,932 Mn
a 6% increase compared to the previous
year. The debt to Equity ratio at the end of
March 2023 was 14% compared to 12%
as at the end of March 2022.

Funding profile

. . . Corporate
Management Discussion and Analysis P
Governance

Year Shareholders’ Borrowings
Fund

Rs./000 Rs./000

2021 9,927,081 1,292,933

2022 12,227418 1,467812

2023 12,932,183 1,750,288

Cash flow management

Cash and cash equivalents indicated a
contraction of Rs. 810 Mn compared to
Rs. 4,937 Mn the previous year. Operating
activities provided a cash outflow of Rs.
1,224 Mn with a current ratio of 2.6, a
slight decline from 2.8 in the previous year.

The  capital expenditure incurred
throughout the year resulted in a cash
outflow of Rs. 1,071 Mn from investment
activities. The payment of debt and
dividends accounted for Rs. 2,023 Mn in
cash outflow from finance activities and
dividends.

Capital Structure

The Group's capital structure changed
slightly compared to the previous year
as the debt-to-equity ratio increased to
14%, from 12% the previous year. During
the year, shareholder equity increased by
6% to Rs. 12,932 Mn due to growth in
retained earnings. The Group's reported
capital remained constant.

Financial Statements

Supplementary Information
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MANUFACTURED CAPITAL

Our brand has been able to earn international recognition by expanding our business in overseas
markets. Our main export destination is Australia with a significant presence also in the USA,
Canada, Japan, and several Asian countries.

OUR FOCUS
e Enhance the efficiency & Nurturing Our e Continuous enhancements in the five channels
effectiveness of the organization Manufactured Capital which consisted of four local channels and one

in every aspect, implementing export channel

standard processes & procedures @é - Strengthened the dealer channel by adding new
help to get optimum advantage. dealers and new distributors

e Adapted processes & procedures
help to create values to the
organization

- Added four new showrooms to the showroom
channel - flagship showroom in Nugegoda

) - Market expansion in the exports channel

e Future growth strategies &
involvements. e Made improvements in the production facilities

e Continued refurbishments of existing showrooms

e Strengthened the distribution network by
appointing new dealers and providing training for
PPE Additions our sales personnel

e Sustained efforts in  improving operational
efficiency to increase margins by reducing various

types of costs
29%

14% . e Investments in PPE - Rs. 1,190 Mn
Value creation

e Value of PPE is Rs 7002Mn
e Production Capacity by 5,468,250 SOM

0y
e e Capacity Utilization 90%
H Buildings
® Plants and Machinery e New Showrooms - 4
B Furniture and Fittings
m Motor Vehicle e New Dealers - 6

Our Way Forward e Exploring new markets overseas to expand our global
business operations further
R¢z e Improving operational efficiency by making new
8 factory additions

46 LankaTiles PLC



Executive Reviews

Corporate
Governance

Management Discussion and Analysis

Financial Statements Supplementary Information

Our manufactured capital is primarily comprised of physical infrastructure including the factory buildings, plant and machinery, tools
and equipment, showrooms and all other fixed and tangible assets required in the process from manufacturing to sales. The Group
consistently invests in upgrading and maintaining its manufactured capital as an essential component of the business operations. It is
critical in planning our manufactured capital to ensure that our production plants and machinery are up to date with the newest technology
and satisfy the needs of the industry and consumers, as well as that our sales outlets are attractive and exhibit the excellent quality of

our products.

? Space
availability
67,350 sq. mt.

Location

? Space
availability
9,517 sq. mt.

Biyagama/Nawala/ Asset Base Location . . Asset Base
Narahenpita/ Warehouses Rs. 869.42 Mn Narahenpita . Corporate Office . Rs 325.12 Mn
‘Balummanhara/ ’
“\Nugegoda
Operations Operations
Providing secure storage Company's N
~ facilities and act as ) management and
*. distribution points . key staff operate
MANUFACTURED CAPITAL
~ Capacity ~ Space
Utilisation availability
\ 90% / 11,267 sq. mt.
Location
Location . Manufacturing ™. Asset Base Navis ) own Asset Base
. Jalthara, Ranala . Facility Rs. 8,856.4 Mn " Narahenpita, -, Showrooms -~ Rs.317.1Mn
\. Nugegoda 4
Operations
Operations Providing an interactive
Manufacturing and experiential space for
floor tiles the customers to fulfil t

requirement
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MANUFACTURED CAPITAL

PPE VALUATION - COMPANY

Additions Depreciation Net Book

Value

Rs. 000 Rs. 000 Rs. 000

Freehold Land - - 1300,178
Buildings 206,082 47193 1,568,012
Plants and Machinery 319,416 306,553 2,985,821
Furniture and Fittings 102,965 75,826 261,525
Electrical Distribution Scheme 632 15,033 169,417
Motor Vehicle 89,067 8,196 127077
Other(Capital Work in Progress) 471,847 - 589,694
Total 1,190,010 453,302 7,001,724

The Net Book Value (NBV) of the Group property, plant, and equipment (PPE)
marginally increased to Rs. 7002 Mn. The Group invested Rs. 1,190 Mn during the
year in making improvements in PPE. The total depreciation of the Property, plant
and equipment increased to Rs. 453 Mn.

SHOWROOMS AND BRANCH NETWORK

The network of our outlets spread country-wide makes our products easily accessible to our customers. The branches in the Western
Province account for 30%-40% of our total sales.

Our presence in the regions was increased further in the FY 2023 with the opening up of four new showrooms in Nugegoda, Dikwella,
Trincomalee and Dambulla.
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MANUFACTURED CAPITAL

WORLDWIDE EXPORT DESTINATIONS

Our brand has been able to earn international recognition by expanding our business in
overseas markets. Our main export destination is Australia with a significant presence
also in the USA, Canada, Japan, and several Asian countries.

Daytone
burant, idgeways Norfolk
Atlanta” ardeeville

risbane

Sydney
Melbouri U /&

STRENGTHS TO RESIST THE ECONOMIC CRISIS

When the economic recession badly hit almost all the sectors we had
the strength of our multiple channels. Our channel strength greatly

supported usinsurviving a situation where sales came down drastically.
Also, it helped us to gain benefits from the import restrictions. Earlier,
the tile manufacturers possessed less than 50% of the market share
as the rest were imported from other countries. With the import
ban, local tile manufacturers got the opportunity of selling their total
production and we fully benefited from this opportunity in FY 2023. In
addition, we continued the sales of our OEM channel which make a
considerable contribution to our total sales.
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HUMAN CAPITAL

Identifying the gaps in the knowledge and skills of the staff and the employees, our Performance

Management System engages in a successful attempt to address the training major strengths and
weaknesses of our work force and requirements accordingly. Employees actively participate in
training programmes, which facilitate them to acquire or develop new knowledge and skills.

Our human capital is comprised of
our employees and leadership that
has given the strength and stability

for the company to achieve our goals.
Lanka Tiles success and growth relies e Continuation of the concept of ‘Total Productive

on our employees ability to learn %I& Maintenance’

and apply, serve and empathize,

e |nitiation of the concept ‘Transforming People -
Nurturing our Intent Into Brand Value Strategy’ and aligning the HR
Natural Capital procedures with the concept

e Further strengthening the ‘Spiritual Management
adapt and innovate as well as be Programme’

loyal and committed in each role.
We have continuously strived to
empower our staff and uplift their
personal and professional well being e Application of the concept ‘| maintain, | run’
and development through numerous
initiatives that address both physical
and psychological needs.

e Facilitating the employees to acquire knowledge

e Digitalization of HR processes

e Developing a new HR policy

In addition, the skills, knowledge,
experience, commitment and loyalty

A . e Number of new employee recruitments 164
expressed by Lanka Tiles have faced. Value creation

e Employee retention 79%

e |ncrease in salaries and benefits 16%

® |nvestments in training and developments Rs.10.8Mn

e Investments in employee health and safety Rs.9.6Mn

Employees by Age e Number of training hours 12,132
12%
37%
51%
DIVERSITY AND INCLUSIVITY
Lanka Tiles firmly believes that a diverse team is capable of broadening perspectives
and improving performance. Hence, we are committed to offering a favourable working
environment with equal opportunities for a diverse workforce. Our HR policy ensures a
workplace with no discrimination based on age, gender, race, nationality, religion, social
m Below 30 yrs origin, political affiliation or opinion.
30-50 yrs

m Above 50 yrs
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HUMAN CAPITAL

HR GOVERNANCE

The HR framework of Lanka Tiles is built on industry best practices and it reflects our culture and values. The Human Resources
Department at Lanka Tiles comes under the purview of General Manager - Finance and is in charge of implementing an HR framework
that is consistent with our entire business strategy. This Department is also responsible for ensuring that regulatory standards and other
policy frameworks.

MANAGING GENERAL GROUP BUSINESS
DIRECTOR MANAGER HR DIVISIONS
- FINANCE

BOARD OF

DIRECTORS

Outsourced employees are entitled to perform functional
outsourced activities (Mosaic Section) and supporting

functions for core duties (Helpers).
e |ncrease HR Analytics to mitigate future
Our Way challenges of the VUCA world By Category Male  Female Total
Forward e Establish a Human Resources Information :
¢ System, focusing on a data-driven culture Senior 27 2 29
R 7l which leads to accuracy and employee management and
_ _ Y ploy above
8 satisfaction Executive 24 12 36
e |Introduce HRIS Mobile App and Non-Executive Staff 485 23 508
Automated Leave Procedure to enhance Other 100 71 171
the effectiveness, accuracy and user Total 636 108 744
friendliness of the attendance marking
procedure By Age Total
e Setupa Learning Management System for
the easy administration of large amounts Below 30 yrs 278
. . . 30-50 yrs 379
of information in a userfriendly manner Ab 50 57
ove 50 yrs
for th | f th -
amj ‘ort e <l:Jeve opment of the web-based Total o
training environment
e FEvaluate the impact of initiating the .
0 . By Region Permanent Contract/ Total
concept ‘Transforming people through a
. Temporary
survey and making improvement'’s Staff
e Take measures to enhance the IT literacy -
Western Province 362 262 624
of personnel at the management level }
- ) . Central Province 21 - 21
e Expand digitalization by implementing an Southern Province 19 B 19
automated Performance Management Northern Province 5 5 10
System Eastern Province 7 - 7
e Line-up of all the teams in the staff who North Central 2 2
represents different generations including Province
Baby Boomers, Generation X, Millennials North Western 3 2 5
and GenerationY Province
Sabaragamuwa 43 0 43
Province
Uva Province 11 - 1
By Contract Male Female Total Total 473 271 744
Permanent 441 32 473
Gender R tati Mal F |
Contract/Temporary Staff 195 76 271 ender nepresentation ae emaie
Total 636 108 744 Total 636 108
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INITIATIVES IN EMPOWERING WOMEN IN THE
WORKFORCE

A special programme was conducted on International
Women's Day - training on harassment issues and
how to empower women. Female members of our
team participated in this programme with their family
members.

WORKFORCE MOBILITY

A strategy for the systematic way of sourcing and
managing the right talent is in place at Lanka Tiles for
the process of acquiring, developing and retaining
employees. We adopt robust procedures in relation
to recruitment, assessment, screening, appraisal/
performance evaluation and career progression.

Despite every hurdle brought about by the economic
instability of the country, there was no workforce
reduction during the year. We hired a total of 164
employees in FY 2022/23. Our retention rate exceeds
79% demonstrating the robustness of our Employee
Value Proposition (EVP).

Workforce Total
Recruitment 22%
Retention 79%
Turnover 20%
By Category New  Turnover
Recruits

Male 154 135
Female 10 15
By Region New

Recruits
Western Province 155

Central Province -
Southern Province 5
Northern Province -
Eastern Province -
North Central Province 2
North Western Province 2
Sabaragamuwa Province -

Uva Province -

Total 164

TRAINING AND PROFESSIONAL DEVELOPMENT

Identifying the gaps in the knowledge and skills of the staff and the employees,
our Performance Management System engages in a successful attempt to
address the training requirements accordingly. Employees actively participate
in training programmes, which facilitate them to acquire or develop new
knowledge and skills. Throughout the last financial year, we allocated 12,132
hours and invested Rs.10.8 Mn for training and development.

The set of programmes organized during the year for training and
development includes the following:

Training Programme Total Hours
Automobile test for drivers 56
Basic knowledge of MS Office 30
Ceramic technology 38
Excel training 36
Introduction to ceramics 74
Introduction to powder preparation department 60
Introduction to press operation 111

Introduction to TPM 107
LMS awareness program 90
Mosaic training 78
Motivation program 726
Powder prep. Quality meeting 15
Quality meeting Powder Pre. Dept 30
Supervisory Development Programme 336
TPM Certificate Course 128
TPM for Supervisors 32
Trade Union Act and its behaviour 72
Training programme to Sales Team 10,113
Total Hours of Training 12,132
AverageTraining Hours per Gender Male Female

No. of Training Hours 4,265 7.867

AverageTraining Hours per Category Executive  Staff Other
No. of Training Hours 266 1,753 10,113
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HUMAN CAPITAL

EMPLOYEE ENGAGEMENT

We are dedicated to forging strong bonds with our employees by connecting with them
through various means. We seek to foster an environment in which employees feel valued
and respected.

Our ‘Spiritual Management Programme & Motivational Programme’ which focuses
on improving the three aspects, Mind, Body and Soul of the employees, successfully
continued in the concerned year also. Music therapy, meditation and outbound training
programmes were conducted throughout the year in line with this programme.

Annual trips and volleyball matches were organized for members in all categories of the
staff and the Annual Get Together was held with the participation of the members in
Executive and Staff Grades.

A special event was organized targeting our team's female employees to commemorate
International Woman’s Day. Yearround celebrations were held to mark the birthdays of
each and every member of our workforce.

With the special contribution of the Company Welfare Society, religious activities including
Pirith Chanting Ceremonies, and programmes to celebrate Wesak and Poson Poya Days
were organized during the year.

EMPLOYEE SATISFACTION

Guided by the Company's Remunerations Committee and in accordance with the
remuneration policy, attractive and competitive remuneration packages were designed to
absorb and retain a highly qualified and experienced workforce. Our remuneration policy
which is assessed and altered on a regular basis to reflect market conditions is fair and
equal to both male and female employees with a 1:1 ratio.

Remuneration is followed by a multitude of benefits offered with the aim of encouraging
the workforce and the list includes the following:

e |ncentives for monthly production and attendance
e Night shift incentives

e Annual profit share bonus

54 LankaTiles PLC

e Free uniforms (include 3 t-shits,
materials for 3 trousers and a pair of

safety shoes and tailoring fee

e Free tea for employees working for
LankaTiles

e FreeTile Calendars for all categories

e Subsistence for meals/transport for
several selected employees including
drivers

e Death donations

books and
employees’

e Annual donations of
stationery parcels for

children

No employees were entitled to parental
leaves in the year under review.

EMPLOYEE WELL-BEING

Lanka Tiles continually  fulfils its
responsibility of ensuring the health and
safety of every employee. The Safety
Committee is in charge of monitoring,
reviewing and advising on occupational
health and safety initiatives of the
Company.

All the employees are entitled to the
company insurance policy and they
are provided with facilities to fulfil their
medical requirements. Doctors are
available four days per week at each and
every factory and employees are able to
get medical treatments and consultations
free of charge.

Health screening is conducted annually
with the assistance of the MOH in the
In addition, Vision Investigation
Camp is organized every year.

area.

Music Therapies and OBT Programmes
conducted in line with the ‘Spiritual
Development Programme’ make a special
contribution to enhancing the physical,
mental health as well as spiritual well-
being of the employees with the ability to
lead a socially and economically productive
life..



Executive Reviews

REWARDS AND RECOGNITION

The performance appraisal system, which
incorporates all the employees, is in
place to recognize and reward deserving
talents. Following a ‘develop from
within" philosophy, existing employees
are prioritized when filling vacancies.
In addition, career counselling and
professional development programmes
were conducted intending to facilitate the
career growth of our employees.

Measures were taken to identify the
top-performing staff members and offer
them a clear succession plan. Moreover,
several initiatives were taken to appreciate
the recognized employees as mentioned
below:

to honour the
employees of 20 years of service

e Award Ceremony

e Awards for the best KAIZEN practices

e Appreciation of employees’ creativity

HEALTHY WORKING ENVIRONMENT
Grievance Handling Mechanism

To efficiently address employee issues,
our company has a structured solution
process. We prioritize all employees
equally in dealing with their problems
in a confidential, prompt and equitable
manner.

Freedom of Association

We have a positive and engaged
relationship with trade unions, with the
representation of 33% of our permanent
cadre. Trade Union of Lanka Tiles PLC is
member of the Inter Company Employee
Union. During the year, no noteworthy
labour union actions were reported.

We sign a collective agreement once every
three years and hold a branch meeting
monthly.

Management Discussion and Analysis

Corporate
Governance

Employee rights

We respect the human rights of employees
and in compliance with the disciplinary
procedures, we have ensured anti-
corruption, and anti-competitive behaviour
within the workplace. No instances of
child labour, forced or compelled labour, or
occurrences of corruption or discrimination
were reported during the year.

MEASURES TAKENTO COMBAT THE
ECONOMIC CRISIS

We altered and modified our strategies
adopted so far to handle the issues created
due to the country's socio-economic
conditions. We paid an additional basic
salary and 50% of the expected "Annual
Profit Sharing Bonus” for all Staff
and Operative Grade employees as a
concession. An awareness programme
was conducted for the employees on how
to survive during the crisis period.

We have employed a culture of making
the people before the product within
our  working Closely
monitoring the employee behaviour
and carefully altering their behavioural
patterns, we educate them on how to be
accountable in performing their duties and
responsibilities.

environment.

We continuously pay attention to uplifting
our brand by taking measures to enhance
the quality of the product. Adapting our
employees to our branding culture is a
major concern in this endeavour. Covering
each and every member of our company,
we conducted a set of programmes in this
regard.

Financial Statements

Supplementary Information

TRANSFORMING PEOPLE - INTENT
INTO BRAND VALUE STRATEGY

The program aims to create a company
culture of engaging with the Brand. It
helps link the people, culture and the brand
togetherintertwinedinacommon purpose.
The employees as brand ambassadors
whose attitudinal transformation within
to identify that each one is valuable to
the brand. To reiterate that the purpose
of the job role it to motivate everyone to
perform the given duties with the purpose
of delivering the brand promise to Lanka
Tiles customers. It is driven to internalize
the brand value driven culture among
employees by ensuring Brand Citizenship
behaviour of our employees..
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SOCIAL AND RELATIONSHIP CAPITAL

Lanka Tiles maintains strong ties with our customers and values the large and diverse customer

base we have served to satisfy for many years. Our continued focus is on innovation, customer
service, and product quality. The Company reached customers’ desires through multiple channels
to introduce new tile designs.

OUR FOCUS
e Build a friendly environment to Nurturing our Social and * Implementation of CSR projects and
attract new customers & enhance Relationship Capital allocation of funds worth Rs.3.1 Mn for CSR
the organization’s image with CSR projects
activities. e Addition of the latest facilities in showrooms
e Assigned processes help to %& to enhance customer experience
create value for the organization. e Improvement of functions of Lanka Tiles
e Using the latest technologies to Mobile App
improve organization growth in e Participation in trade exhibitions

the next financial year. o
Y e |ncreased the number of distributors and

agents
Tax Payments :
Value creation e Payments to suppliers Rs. 15,7 Bn
Year e |Increase in the expenditure on CSR
49%
2022 e Tax payments to the government Rs.
3,475 Mn
2021 e New job opportunities created 164
2020
Our Way Forward e Further development of Lanka Tiles Mobile
00 05 10 15 20 25 3.0 35 App

Rs. Bn
e Increase our engagement in Tilers' Club

8 e |[ncrease the number of Customer Touch
points countrywide
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Our relationships have defined how
our business has grown during the
last three decades. It is a valuable and
important aspect of our business that
ensures smooth functioning across
our value chain. Therefore, Lanka Tiles’
social and relationship capital aims
to foster favourable interactions and
interdependence with all our internal
and external stakeholders, towards
the common goal of mutual success,
through positive relationships,
needs assessments and continuous
monitoring of feedback.

As key stakeholders of our social
and relationship capital, Lanka Tiles
associate with customers, suppliers,
regulators, and communities
to ensure seamless  business
activities, complementary supplier
relationships and reliable and honest
communications with our customers.

CUSTOMER SATISFIED

Rs. 1 8,684 Mn

2022 : Rs.14,591 Mn

FOREIGN CURRENCY EARNINGS

Rs. 525 Mn

2022: Rs. 642 Mn

BUILDING RELATIONSHIPS WITH CUSTOMERS

LankaTiles maintains strong ties with our customers and values the large and diverse customer
base we have served to satisfy for many years. Our continued focus is on innovation, customer
service, and product quality. The Company reached customers’ desires through multiple
channels to introduce new tile designs.

[ = . )

% kTN
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“ Direct
<. _ Residential
consumers

Direct
Commercial
consumers

Architects

Our Customer
Relationship

Tilers

\/ Distributors

Franchisees
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SOCIAL AND RELATIONSHIP CAPITAL

VALUE CREATION

Innovation
e The launch of 46 new designs

e New machines added - 01
e Total investmentson R & D-Rs. 13.1NMn

Customer Service
e Programs conducted to showroom staff to serve customers with great care

e Active call centre support to attend to customer requirement

e Social Media engagement to connect with customers

High quality products

e Compliance with international quality standards and best practices

e [atest machinery and technology
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e Specialized labour

Market Performance
e Provision of attractive offers and discounts

e High-quality new tile designs were introduced at competitive prices

e Provision of best prices to dealers and agents

As demonstrated below, multiple channels are used in maintaining interactions with customers:

CUSTOMER TOUCHPOINTS:

Franchise
Showrooms

52

2

own
showrooms

Distributors

31

Factory v
outlets

20

a7

direct
dealers

Annual
meeting
for

Tiler
club with
more than
4,073

members

Social
media

Trade
exhibitions
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DOMESTIC SUPPLIER BASE:

ENGAGING WITH SUPPLIERS 590

Lanka Tiles source material from both local and foreign suppliers. We are selective with
Lanka Tiles' supplier base; in order to maintain the quality of our output, we conduct FOREIGN SUPPLIER BASE:

regular pre- and post-supplier assessments to ensure quality input. 42

@, N\ NEW SUPPLIERS:
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Manage

Create Finalize

|dentify potential Negotiate and select

|dentify supplier

the sourcing

suppliers that meet a strategy competitive and reliable contract based

relations to create

requlatory and sustainability to meet all the supplier on performance

requirement mutual benefits

requirements requirements based on requirement objectives

LankaTiles has been able to ensure the smooth operation of factories amidst the financial crisis, import restrictions, and sudden increase
in tax rates last year. One reason for uninterrupted functioning in our factories was the long-established supplier base which has been
collaborative with concessionary payment rates, favourable credit limits, and adequate raw material supply on time. The supply from
foreign sources was affected due to low foreign reserves and inflation while domestic material supply faced the fuel shortage issue.
Lanka Tiles also built more links with new suppliers who provided alternatives for raw materials that could not be sourced due to the

country’s situation.
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SOCIAL AND RELATIONSHIP CAPITAL

SUPPLIER VALUATION

Equity Quality Assurance Satisfaction

We deal with all our suppliers in a We ensure the quality of all supplies and ~ We maintain a mutually beneficial relationship
fair and equitable manner. check for compliance with the regulatory  to ensure a satisfied and protected supplier.
requirements.

e Annual registration of all e (Quality inspections e On-time payments
suppliers e Continuous feedback e Financial support
* Frequent procurement meetings o  Ensuring all suppliers confirm e Assistance with technical support
e Adherence to contracts regulatory requirements *  Providing feedback
e Transparency e Ensuring that suppliers are certified by
e Site Visits the Central Environmental Authority

OUR RELATIONSHIP WITH REGULATORS

LankaTiles ensures its responsibilities in developing the country are done with taxes paid to the Government on time and bringing in
export revenue.

TAX PAYMENT TO GOVERNMENT:

Rs.3,475Mn

EXPORT REVENUE

Rs.525Mn

SURCHARGETAX

BUILDING RELATIONSHIPS WITH THE

COMMUNITY e Total Surcharge Tax liability of

Rs.604 Mn has been recognized
for Lanka Tiles PLC. On 20 April
2022, the Group and the Company
paid Rs. 302Mn on account of the
first installment of the Surcharge
Tax liability. The final installment
of Surcharge Tax payable has been
paid on 20 July 2022.

Lanka Tiles prioritizes the development of
the community to which we contributed
through various projects last year. All
Lanka Tiles factories are mainly located in
villages. We maintain a good relationship
with the surrounding community and the
Local Government body to make sure our
factory presence does not affect them.

Lanka Tiles and Wall Tiles are concerned
about the health and growth of children
around the factories. We carried out CSR
activities related to uplifting the standard
of education, people, religious institutions,
and hospitals in these regions. The
Company spent Rs.3.1Mn for all 24 new
projects initiated throughout the year.
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THE CSR PROJECTS WE CONDUCTED;

e Provision of glasses of milk to Sunday
school students

e Provision of lunch for schoolchildren
e Donation of tiles to public places

e Provision of financial support to hospitals,
MOH offices, and police stations

e (Career guidance to the unemployed
youth around the factories

e Conducted
undergraduates

training programmes  for

e Conducted internship programmes

e Held a free training session for the
Company's drivers on ethical and legal
driving practices in collaboration with the
Padukka Police Station

e Conducted an awareness session on
harassment and women empowerment
by the AG office and the Police to mark
International Women's Day

e Engaged in school development

e Shared the responsibility of initiating DP
education concepts

Management Discussion and Analysis

Corporate
Governance

e Donation of computers to schools

e Provision of sponsorships to universities
and educational institutes

SUPPORT TO SUPPLIER
ASSOCIATIONS

LANKATILESTILERS’ CLUB

The members of this Club are spread
across the country. Our Club members
who undergo training in the Club promote
and bring in customers to Lanka Tiles. This
benefits the company, tilers as well as
customers. Currently the Tilers Club has
a membership exceeding 4,073 tilers who
also enjoy multiple benefits and training
opportunities.

PREMIER CLUB FOR ARCHITECTS

The members of this club include members
of the Sri Lanka Institute of Architects who
are practicing and professional architects
of Sri Lanka. With a membership of over
120 architect, the premier club provides
architect an opportunity to explore first-
hand the new designs, technology and to
provide customer and industry feedback
with LankaTiles.

Financial Statements

Supplementary Information
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SUPPORT OFFERED TO COMBAT THE
ECONOMIC CRISIS

The financial crisis in the country affected
the consumer reach to showrooms. Fuel
shortage caused a temporary halt of some
CSR projects planned in rural regions.
Fund allocation for massive CSR projects
was limited during the socio-politically
challenged period in the country.

We increased social media engagement
for a better understanding of customer
requirements and introduced several offers
and discounts to our customers, direct
dealers, and distributors. The Company
managed to plan and schedule several
CSR projects island-wide, considering the
country’s situation.
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INTELLECTUAL CAPITAL

As a homegrown brand, we have been able to maintain our competitive edge in the local market
while steadily progressing as a top tile exporter on a global scale. Our continued investment in
research, technology and innovation has been a key driver of the increased market share of the
LankaTile brand in Sri Lanka.

OUR FOCUS
Nurturing our e Further broadened our product portfolio

) 7 Intellectual Capital by adding new products with new designs
manufacturing facility where best . . . o
i and new sizes while discontinuing the old
practices for workflows, health,

) 0 designs
and safety environmental safety %é

are implemented. e Altered the brand identity and the brand
personality with the implementation of a
new logo

e A production quality system in the

e Transforming people — intent into

brand value strategy
e Adopted the concept of “Brand Citizenship

Behaviour” as a special attempt in
communicating  the  changed  brand

e ObtainISO 45001 - aninternational
standard for health and safety
at work developed by national

personality
and international standards
committees  independent  of
government
Value Creation e New design developments 46

e Revenue generated from new product
developments Rs.18,684 Mn

e Brand value Rs.2,084Mn
e |nvestments in R&D Rs. 13 Mn
e Quality certifications 6

e 51% of employees between 30-50 years

Our Way Forward e Continuation of product development with
new designs targeting different market

R*Z segments
8 e Enhancing brand equity through various

brand development projects

e Enhance the world appearance of the brand.
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Our Intellectual Capital is one of our most
valued attributes which has been built with
more than three decades of investments
in learning,

marketing, development,
and growth. Lanka Tiles is proud of our
immense knowledge base from traditional
to modern technology, and experiences
that have shaped the success of the
LankaTiles brand and brand offering to our
customers.

Lanka Tiles Intellectual Capital comprises
our brand value,
operational

industry  know-how,
excellence, innovations,

research and development capabilities,
certifications, systems, and processes.

Management Discussion and Analysis

Corporate
Governance

Our Brand

Our brand is Lanka Tiles' greatest
strength. Built over the years, today Lanka
Tiles brand is known across Sri Lanka and
in our export markets for our advanced
technology, expertise, professionalism,
exceptional product quality, and innovation.
As a homegrown brand, we have been
able to maintain our competitive edge in
the local market while steadily progressing
as a top tile exporter on a global scale.
Our continued investment in research,
technology and innovation has been a key
driver of the increased market share of the
Lanka Tile brand in Sri Lanka.

Lanka Tiles was valued at Rs. 2,084Mn
by Brand Finance Sri Lanka in 2022, and
amongst the 100 Most Valuable Sri Lankan
Brands in 2022.

Recognition for the Brand

Lanka Tiles won the “Overall Best
Trade Stall” and “Most Innovative and
Informative Trade Stall” at the Architect
Exhibition 2023 held at BMICH.

Financial Statements

Supplementary Information

BRAND VALUE

Rs. 2,084 Mn

(2022: Rs.2,084 Mn)

REVENUE

Rs. 18.7Bn

(2022: Rs. 14.6 Bn)

Industry knowledge, Skills, and
Expertise

From traditional tile manufacturing to
advanced innovative tile development,
Lanka Tiles has invested immensely in
growing the knowledge and skills of
our team. Our brand strength is built on
the expertise we have gained through
continuous training and retained within
the company. Delivering high-quality
designs and products requires specialized
skills and knowledge. Our high-valued
brand recognition has helped Lanka Tiles
to attract the best in the industry. We
were able to attract and retain a highly
skilled and professional team through our
robust recruitment process and extensive
value proposition. Our knowledge and
expertise are enhanced by the years of
experience our employees have gained
through working in the industry. The tried-
and-true recipes we have created over
the years, along with industry know-how,
have resulted in a leading challenger in the
industry with a strong competitive edge.
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INTELLECTUAL CAPITAL

Excellence in Operational Management

We make every effort to improve our
processes, products and customer
services through continuous commitments
and investments. We keep modifying our
processes with the use of technology in
order to minimize waste, increase quality
and optimize human potential. Process
automation was successfully carried out
while minimizing waste using various
methods to reduce expenses. Among
these initiatives are:

1. Automotive maintenance
2. Planned maintenance

3. Quality Integration

4. Focus Improvement

5. Early Equipment Management

We increased our production by 10,011
sgm in 2022/23 and increased operational
efficiency  significantly  through  our
automation of systems and processes.

Innovation Capability

LankaTiles promote a culture of innovation
which has been the key driver in our
successful range of new products and
go-to-market strategies. With a dedicated
team of research and development
professionals, Lanka Tiles has invested
extensively in innovation to grow multiple
aspects of our businesses.

e We focus on new product development
that caters to the varying needs of
local and overseas market segments.
Our teams regularly monitor market
trends and consumer needs to identify
their needs and expectations.
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e We focus on increasing the efficiency
and productivity of our systems
and processes through continuous
monitoring and
operations. The team identifies areas
of the operation and business that
can benefit from increased technology
inputs and process streamlining that
help save time, energy, and cost for
the company and employees. Thereby,
increasing productivity and efficiency.

innovation in our

e Ensuring that we are environmentally
safe is a concern that is regularly
focused on. Towards this, the
R&D team seeks ways to reduce
the environmental effect of our
manufacturing process.

During the vyear under review, we
introduced 46 new designs
continuously growing product portfolio
and introduced 01 new machinery.

to our

Systems and Processes

[t is vital to ensure that systems and
processes are streamlined in order to
maximize operational efficiency and
productivity. Technology upgrades were
done to improve our systems and
processes. \We maintain systems including
the following:

e Production quality system: to maintain
the best practices for workflows,
health, and safety environmental
safety

e Employee performance management
system

e Total Productive Maintenance (TPM):
to evaluate existing production flows
and procedures, identify modifications,
eliminate repetitive activities and
duplications

Certifications

Lanka Tiles has acquired a set of
certifications and continue to comply
with them in order to strengthen its
internal processes and provide assurance
to stakeholders on its systems and
standards. Below mentioned are included
in the list of certifications:

e SLSISO 14001:2015 - Certificate of the
Environmental Management System
by the Sri Lanka Standards Institution

e SLS ISO 9001:2015 -
Managements system
from Sri Lanka Standards Institution

Quality
certification

e CE Mark Certificate - Certificate for
Ceramic Tiles by QSA International, UK

e SLS 1181:2013 - Product Certification
Mark (SLS Mark)
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NATURAL CAPITAL
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As a responsible corporate citizen, LankaTiles is determined to reduce the mining land usage as a
means of rejuvenation of the land which commenced during the year under review and continue to

treat these mining land as a source of extraction leads of natural resources.

OUR FOCUS
e Applying continuous improvement Nurturing our Natural e Continuous monitoring of water and energy
& monitoring mechanisms  to Capital consumption

mitigate the environmental risk & e Minimizing carbon emissions

impacts. 0 : :
'mp %& e Recycling and reusing the wastewater

e Utility consumption, material
recycling, waste disposal & carbon
emissions are the main sources

e FEnsuring a minimal impact on the
environment

of last financial year natural capital
resources.

e Adhere to best practices to
control harmful impacts to the
environment & plan to introduce
solar power generation plant
to reduce annual electricity
consumption.

Resource Utilization e \Water consumption by 194 Mn Liters
e Water treatment for reuse 16.8Mn Liters

e Energy consumption by 21.9 Mn kwh

e Emission Reduction 1,942 Tco2
e Raw material recycled for reuse 8,698MT
e \Naste disposal by 14,221MT

.. . e Emissions 35,376 Tco2 (Scope 1)
Emission reduction

5% Our Way Forward e |Increasing the quantity of waste reduced,
reused and recycled in line with the 3R policy

R 43% ¢ ' ) ;
52% R'A e Expansion of solar power generation in our
8 manufacturing plants to reduce our reliance

on conventional energy sources

m Gross direct (scope 1) GHG
emissions (Tco2)
Energy indirect (scope 2) GHG
emissions (Tco2)

m Other indirect (scope 3) GHG
emissions (Tco2)
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NATURAL CAPITAL

Ensuring that our natural capital remains
unharmed is a key priority for Lanka Tiles
PLC. Our natural capital mainly consists of
natural resources we use in our production
and our effective management of water,
energy, raw material, biodiversity and
waste management. Being reliant on
natural raw material for our manufacturing
process, Lanka Tiles is determined to
protect the natural environment and
manage our natural resources to ensure
minimum harm to our natural capital.
Towards this, we have set in place
environment policies and standards that
define our interactions with all our natural

resources.

Amongst the main resources are the
clay mining land and properties in which
the manufacturing plants are housed.
Land alone, Lanka Tiles has freehold
property to the value of Rs.1.3 Bn and
have access to 5.3 acres of land. As a
responsible corporate citizen, Lanka Tiles
is determined to reduce the mining land
usage as a means of rejuvenation of the
land which commenced during the year
under review and continue to treat these
mining land as a source of extraction leads
of natural resources.
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WATER CONSUMPTION

... 194 mn

(2022: Lt.200 Mn)

ELECTRICITY CONSUMPTION

kwH 21,985,884

(2022: KWH. 23,280,533)

Outputs
Finished Tiles
Emissions
Effluents and
Waste

Inputs
Mined Inputs
Water
Energy

Manufacturing
Process

WATER MANAGEMENT

Continuously monitoring the water consumption, we managed to reuse 17Mn litres
of recycled water during the year, despite the 194Mn litres of water consumed in our
manufacturing process and daily use by employees. The dry squaring machine and the
sorting machine installed in the last year supported reducing water consumption. The
effluent water treatment plant facilitated to reuse of water by treating it 100% and it was
a great help to control the increase in water withdrawal as we increased our production.
With the aim of ensuring water preservation, we also conducted regular awareness
programmes for the members of the staff.

Water consumption by type (Litres) 2023 2022
Municipal water 10,850,000 9,396,000
Surface water 125,205,000 131,465,250
Ground water 41,270,000 43,333,500
Produced Water 16,840,000 16,320,000



. . . . . Corporate . .
Executive Reviews Management Discussion and Analysis p Financial Statements
Governance

ENERGY MANAGEMENT

Our energy consumption for the financial year under review can be presented under three
categories as 21.9 Mn kWh of electricity, 11.2 Mn Kg of LPG and 0.7Mn Litres of Diesel.
To ensure sustainable use and maintain profit margins, we have taken several efforts
including heat recovery system which uses waste heat from the Kilns to heat-up the
dryers. With the continuous monitoring of energy consumption, we attempt to implement
energy efficiency techniques at our factory premises.

Energy consumption by type (Non-Renewable) 2023 2022

Diesel (Litres) 719,493 403,775
LPG (kg) 11,177,094 11,735,305
Electricity (kWh) 21,985,884 23,280,533
MATERIAL MANAGEMENT

During the year, we managed to recycle and reuse 9% of the 8,698 MT of the raw materials
consumed. We adhere to the 3R process: Reduce, Reuse and Recycle to ensure the
efficient use of our primary raw materials used in the manufacturing process: Ball Clay and
Feldspar. Reusing and recycling raw materials support promoting zero impact within our
company. With the intention of minimizing the environmental impact, we restore mines
after extraction.

Raw material by type (MT) 2023 2022

Ball Clay 28,735 31,974
Feldspar 61,313 69,822
Silica sand 1,212 1,499

EFFLUENTS AND WASTE MANAGEMENT

Dust emissions, sound pollution and other emissions are unavoidable due to the nature
of the industry we operate in. Therefore, we adhered strictly to the mitigation measures
formulated with a special concern for such environmental impacts.

To reduce dust emission and reuse it for the production process, we have installed dust
collectors at containment points and maintained compliance with the parameters set by
CEA.

The crushing process has been outsourced to a party that complies with the regulations
in order to control sound pollution. With the objective of reducing the complaints from
outsiders, a soundproofing system has been installed in the new Ball Mill.

Effluents and waste get subjected to a testing process before releasing to the
environment. The waste treatment plant is upgraded to comply with regulations set by
the Environmental Protection Authority

Emission 2023 2022

Gross direct (scope 1) GHG emissions (Tco2) 35,376 36,205
Energy indirect (scope 2) GHG emissions (Tco2) 12,599 13,607
Other indirect (scope 3) GHG emissions (Tco2) 1,335 1,442
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CORPORATE GOVERNANCE

Lanka Tiles PLC is the premier floor tile specialist in Sri Lanka and is the most valuable ‘LANKATILES' brand in the country. Its success is
attributed to the comprehensive governance framework and risk management process established by the Board of Directors to ensure
robust business ethics while fostering an environmentally and socially sound culture within the Company. The governance framework has
created accountability to stakeholders in its financial and ESG reporting while enabling the Company to overcome challenges to achieve
its corporate goals.

Compliance Framework

Mandatory Voluntary

e Code of Best Practice on Corporate Governance issued by the

e Companies Act No.7 of 2007
pan Institute of Chartered Accountants of Sri Lanka

e Sri Lanka Financial Reporting Standards e Group Code of Ethics
e Articles of Association e GRI Standards
e |isting Rules of the Colombo Stock Exchange e Integrated Reporting Framework

e Social and Environmental Regulatory and Certification

e Central Depository System Rules .
requirements

Remuneration
Committee

The Board of
Directors of Lanka
Tiles PLC

Managing
Director

Management
Committee

Audit
Committee

Related Party
Transaction
Review
Committee
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Composition of the Board

The Board of Directors provides strategic
direction, manages foreseeable risks, and
ensures compliance through its collective
financial acumen, industry knowledge,
and marketing and technical expertise.

Board Composition

Executive Directors 01
Non-Executive Directors 04
Independent Non-Executive

Directors 06
By Gender

Female 02
Male 09
By Age

30-45 03
46-60 02
61-70 05
Below 30 01

By Tenure of Service

<5 years 05
5-10 years 04
>20 years 02

By Expertise

Banking 02
Marketing 02
Finance 05
Technical 02

Nature of Governance

A severe financial crisis, social unrest, and
political instability resulted in the 2022/23
financial year being another challenging
year.The Board of Directors played a critical
role in guiding the Company to manage
risks and optimize any opportunities for
growth through the formulation of vital
strategy.

The Board is also responsible for ensuring
compliance with legal and regulatory
requirements through a comprehensive
system of internal controls. The
establishment of a Risk Management
Framework and the incorporation of ESG

principles in the Company's corporate
governance framework certify its integrity
in financial and ESG reporting.

The 38th Annual General Meeting of Lanka
Tiles PLC was held with the participation of
shareholders, the Chairman of the Board,
and the Board Committees. Any questions
raised by shareholders were answered by
the Chairman and the Board Committees.

Shareholders

Shares of Lanka Tiles PLC were held
among 5,805 shareholders while the
parent Company, Lanka Walltiles PLC
held 68.217% of shares. As of 31st March
2023, the total number of shares in issue
was 265,252,050.

Shareholder Communication

effective
shareholders by
communication

The Company  maintains
communication  with
means of  multiple
channels. These include:

e Annual General Meetings

e Annual Reports

e Interim Financial Statements
e The Company website

® Press releases

e Announcements to the Colombo Stock
Exchange

e Social media platforms

The Board recognizes its obligation to
present a balanced and fair assessment
of the Group's financial standing,
performance, and prospects, and is
committed to full disclosure, with an
emphasis on accuracy, relevance, and
timeliness.

The Chairman and Managing Director’s
Role

The Chairman’s and Managing Director’s
respective roles, tasks, and responsibilities
are segregated to ensure a balance of
authority and power in the decision-
making and implementation process. The
Managing Director implements strategic
plans and drives performance within a

Management Discussion and Analysis Financial Statements Supplementary Information
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defined framework. The Managing Director
is a member of the Board and is appointed
by the Board. The Board receives quarterly
reports from the Managing Director
confirming compliance with regulatory
requirements.

Appointment and Re-election of
Directors

The appointment of new Directors to the
Board is notified to the Colombo Stock
Exchange along with a brief resume of the
Director, including the nature of expertise
in relevant functional previous
directorships  held, memberships on
Board Committees, and the nature of the
appointment.

areas,

The Board is responsible for the
appointment of Directors, who are available
for re-election by the shareholders at the
next Annual General Meeting, with the
exception of individuals above 70 years of
age.

Independence of Non-executive
Directors

Non-Executive Directors are required to
submit annual statements in compliance
with the Colombo Stock Exchange's
Listing Rules. The Board determines the
Directors’ independence based on the
annual statement. Directors are allowed
to make independent decisions due to
their non