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Richard Pieris & Company PLC

Our Journey of 87 Years is filled with challenges which melt away when we

consider the many connections we have made with people and the many ways,
both big and small, in which we impacted so many lives for the better. Our
concern for ensuring an enduring relationship with our customers and other
stakeholders has earned for a wide customer base and won us pride of place as
the favourite household brand of Sri Lankans. Our past, present and future is
focused on remaining relevant to our customers and to keep delivering to
them the signature Arpico quality and dependability they have come to rely on
for over generations. It is a brand that will go on to be trusted by the next
generations as our brand continues to make valuable connections every single
moment of the day.
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Our Sectors & Products

RETAIL SECTOR

Our retail sector is involved in the sale of a wide array
of FMCG, Household goods, Furniture and Electronic
goods, while also providing value-added services,
such as bank service points, ATMs, credit card and
mobile bill payment facilities, and delivering an
unique shopping experience to customers.

TYRE SECTOR

Our tyre sector has successfully
made its mark across the Island
as the finest and the largest Tyre
Retreader in Sri Lanka. We have
also introduced popular Tyre
brands to the domestic market
and added solid Tyres in the

product portfolio. !
® brand of St. Clair's Tea is
’ popular both internationally

FINANCIAL
SERVICES
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PLASTICS, FURNITURE &
ELECTRONICS SECTOR

Our Plastic segment of the sector is in the business of
manufacturing and distribution of Mattresses, Water
tanks, Plastic furniture, Cushions and sheets, Rigifoam
products, PVC Pipes and Fittings, Vinyl mats, day to
day consumer durables, as well as industrial and
domestic rubber products, Water pumps, whilst the
furniture operation focuses on manufacturing Sofas,
Panel furniture and Wooden furniture. The sector
emphasis on the eco- friendly ‘Green Gas’ concept,
seeking to pave the way for a cleaner energy system.
The sector also added Electronics to its product
portfolio.

PLANTATION
SECTOR

Our plantation sector has the
largest extents in Sri Lanka,
with Tea, Rubber, Palm Oil,
Coconut and Spices. We are
also the largest Tea/Rubber
producer in the country. Our

and domestically.

SECTOR

Our financial services sector

includes various services such as

Insurance, Finance, Stock

Broking, Margin Trading and a

Logistics arm. Our Finance
company offers a variety of
products such as fixed Deposits,
Savings Deposits, Leasing, Hire
Purchase, Term Loans and lIslamic
Finance, while the portfolio of the
Insurance arm includes Endowment,
Term Assurance, Education,
Hospitalisation, Investment, Group Assurance
and Loan protection plans. RPC Logistics Limited,

the Logistics arm of the Group, provides fully fledged
integrated logistics solutions both locally and
internationally.
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RUBBER
SECTOR

Our rubber sector, which mainly
caters to the export market, is
involved with products such as
mattresses, pillows, latex rings,

crush tips, shoe soles and jar
rings along with specialty items
such as fire retardant mats,
electrical safety mats and
anti-static mats. We have also introduced new
products such as Arpico Organic Latex Foam,
certified by Global Organic Latex Standards
(GOLS). The products of this sector are also present
in the local market through the sale of its export
quality rubber mats.
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VISION

To be a market driven, technologically oriented diverse Group.

We will organise and operate to continually focus on exceeding the expectations of our customers,
whilst excelling in profitability and we will attract, develop and retain talented people to ensure the
continued growth and viability of all our business ventures.

MISSION

To continually exceed the expectations of our customers.

To optimise the contribution from our employees by providing career and personal development
opportunities, thereby creating an atmosphere that would motivate and internalise employee
aspirations with corporate objectives.

To provide a satisfactory return to shareholders whilst retaining sufficient funds for reinvestment,
thereby enhancing corporate wealth.

To ensure continuous growth by the planned expansion and diversification of business activities.

To continually strive for the upliftment of our community whilst adhering to high ethical standards in
business.
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1932 - 2019

In its 87-year journey of improving quality of life of the people in Sri Lanka,
Richard Pieris and Company PLC, has attain the status of a national
institution with the ‘Arpico’ brand recognised as one of the oldest and the
most loved brands in the country. The Company originated as a
‘commission agent, general import and export merchant and dealer in
estate supplies’, against a British colonial backdrop where all major trade
and economic activities were controlled by British principals. As such,
the Company was a rare representation of the emerging category of
home grown Sri Lankan businesses. The founders of Richard Pieris and
Company were among those who laid the foundation for a new social
class of Ceylonese merchants.

The newly formed Company’s first business venture was a filling station
and within the first seven years of commencing business operations,
revenues grew by more than 400%. In 1940 the business was converted
into a limited-liability Company with the founding partners as Directors.
The issued share capital of Rs. 50,000 was substantial for its day, and the
new Company boasted 70 employees. The World War presented another
growth opportunity for this emerging conglomerate.

The founders noted the rapid increase in demand for natural rubber,
which had become a precious commodity to sustain allied military
operations. Responding to the demand, Richard Pieris and Company
launched a tyre rebuilding business to meet the increasing demand for
tyres for military vehicles. This first manufacturing venture was an instant
success that continues to remain an exceptionally successful business
venture to date, with the Arpico and Arpidag brands continuing to retain
leadership status in the domestic tyre sector.

Accompanying the Sri Lankan people through eight decades of change,

Richard Pieris and Company, has evolved into one of the largest private

institutions in the country and stands tall among the ranks of the country’s

diversified business conglomerates. With its footprint extending from

manufacturing, to retail, to plantation management and financial

services, the Group is involved in creating value across the national A ch
economy and is one of the most longstanding, stable and profitable

corporate entities in the country.



Financial Highlights

Revenue

Profit from operations

Profit before tax from continuing operations
Income tax expense

Profit for the year from continuing operations
Profit for the year

Profit attributable to equity holders of the parent
Total assets

Shareholder funds

Market capitalisation

Total value addition

Per Ordinary Share
Earnings (Rs)
Net assets (Rs)

Market value (Rs)

Retalil

Plantations

Plastics, Furniture & Electronics
Rubber

Financial Services

Tyre

89 10%

50%
15%
12%
10%
8%
5%

2018/2019
Rs.’000

55,045,358
4,879,021
3,353,592

(1,006,764)
2,346,828
2,342,267
2,009,568

64,820,169

13,284,607

18,722,350

18,234,710

0.99
6.53
9.20
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2017/2018
Rs.’000

52,972,873
5,396,771
4,631,552

(1,549,776)
3,081,776
3,077,396
2,686,980

55,986,493

13,279,405

26,048,486

17,996,205

1.32
6.53
12.80

Group Turnover Composition

50%
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Ratios

Return on equity (%)
Interest cover (No of times)
Dividend payout (%)

Gearing ratio (%)

Price Earnings (No. of times)
Dividend per share (Rs)
Dividend Cover (No. of times)

Current Ratio (No. of times)

Segmental Assets

Financial Services & Other 40%

o)
1 2 é Plantations 24%
Retail 15%

@ Plastics, Furniture & Electronics 12%
6% Rubber 6%
Tyre 3%

3%

Operating Profit

6,000,000
5,000,000
4,000,000
3,000,000
2,000,000

1,000,000

14/15 15/16 16/17 17/18 18/19
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Chairman's Review

Dear Valued Shareholders,

It gives me pleasure to present to you the Annual Report and
the Audited Financial Statements of Richard Pieris and
Company PLC for the year ended 31st March 2019. The
Company recorded a revenue of Rs. 55bn with a 4% growth
and a Profit before tax of Rs. 3.3 bn for 2018/19.

Group Performance

The Group’s Retail arm continues to be the major contributor to
Group profits and continued to sustain its strategic capital
investments in upgrading infrastructure to improve overall
shopper experience, while committing major investments in
new outlets which are to be opened during first half of
2019/20. During the year under review, the largest Super
Centre outside Colombo was opened in Kegalle in the
Sabaragamuwa district, which is the only platinum class green
supercentre in the Country.

The Group’s Plantation sector was faced with insurmountable
odds during the period under consideration. Decline in selling
prices, adverse weather patterns and a politically imposed
wage hike had a major impact on the sector’s profitability.
Palm oil being our golden crop was also faced with persistent
adverse external influence on replanting. Although the sector
remains vulnerable to erratic weather patterns and local and
global economic shocks, the Group’s plantations sector is
fighting to remain one of the strongest in the country.

Further, the Plastics, Furniture and Electronics sector remains
sensitive to global material price increases which have been
mitigated to a large extent by enhancing productivity and
effective cost control mechanisms.

Meanwhile, the Rubber sector is forging ahead on a path to
greater profitability as a result of focused market expansion
and product development strategies, greater penetration into
local and overseas markets, and expanding to new
geographies. Demand from export markets showed an
upward trend during the year. Richard Pieris Exports and
Richard Pieris Natural Foams secured the Gold Award for
Agricultural Value-added Exports in the Large/Extra Large
business categories at the Annual National Chamber of
Exports of Sri Lanka (NCE) Export Awards.

The Tyre sector continued to contribute more than 5% to the
Group revenue during the year under review. Going ahead,
the company remains focused on optimizing its current
manufacturing capacity to supply its slow growing customer
base.

Despite being a relatively more recent sector, Financial
Services recorded a strong growth during the year under
review. The Finance Company recorded an asset base of LKR
19.1 Bn by the end of the financial year with a 32% growth in
the revenue. The Company was bestowed with the Silver
award as ‘the Islamic Finance unit of the Year 2018 and
‘Leasing Company of the Year 2018’ by the Islamic Finance
Forum of South Asia.

1"
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Meanwhile, Arpico Insurance Company continued to grow its
credentials in the market, anointed the ‘Fastest growing Life
Insurance Company in Sri Lanka’ for the second consecutive
year by the Global Banking and Finance Review 2018, while
securing the title of the ‘Most Successful Insurance
Company 2018’ by Global Brands.

Future Outlook

Present in key economic growth sectors aligned to the
national strategy for exports, the Group is committed to
investing in enhancing capacity, quality and geographical
reach of all sectors it operates in. A Lithium battery
production facility to be installed soon, with the anticipation
of a growing market for electric cars and electric scooters. |
remain hopeful that the government will continue to employ
investor-friendly ~ strategies and a consistent policy
environment, which would go a long way in bringing stability
and calm to macro operating conditions.

Acknowledgements

| wish to thank my colleagues on the Board, senior
management, staff, suppliers, customers and business
partners for their contribution and support. The Company is
in an era of transformation, trying to move to more modern
way practices which will be in line with the achievement of
our long term goals. | assure you that we will make every
effort to continue to stay ahead of our times.

)

Dr. Sena Yaddehige
Chairman/CEO/MD

12th June 2019



Board of Directors

Dr. Sena Yaddehige
Chairman/ Managing Director/
Chief Executive Officer

Director

Dr. Sena Yaddehige

Chairman/ Managing Director/
Chief Executive Officer

:

Dr. Sena Yaddehige is a Sri Lankan born British Scientist / Engineer and
a Swiss based industrialist. Dr. Yaddehige is the Chairman of the
Richard Pieris Group of Companies comprising six Listed Companies,
and over 50 companies wholly or majority owned by Richard Pieris and
Company PLC. He served as a Director in the Board of Directors of
National Development Bank PLC during the period between 2007 and
2010.

Dr. Yaddehige is a brilliant scientist and a high energy radiation
specialist who innovated and developed contactless sensor
technology, drive by wire systems and made numerous inventions in
radiation processing for which he holds worldwide patents. In addition
he also holds the patent for slow release fertilizer in Sri Lanka.

He is a Founder, Chairman and Director of numerous companies in Sri
Lanka, USA, Japan, UK, Germany, Switzerland, Singapore, India and
Bangladesh. He is also the founding Managing Director of a European
Company, which manufactures and exports automotive components
and systems, developed based on his own innovations, to Europe,
Japan, China and the United States. Dr. Yaddehige was instrumental in
developing the Iwata Dream brand in Japan and the Lithium Battery
development unit in Sri Lanka.

Dr Yaddehige has been confered three Doctorates. He's conferred with
Doctor of Science (D.Sc.) in consideration of his original research work
in the fields of Radiation, Radiation processing, Electromechanical
Sensor technology, non contact Sensor technology and automotive
pedal systems along with numerous patents in the above fields.

Mr. Sunil Liyanage

Richard Pieris & Company PLC
Annual Report 2018/2019

Mr. Viville Perera
Director

Mr. Sunil Liyanage

Director
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Mr. Sunil Liyanage is a Fellow of the Plastics and Rubber Institute of Sri
Lanka (FPRI) and holds a Diploma in Polymer Technology (Singapore),
the Diploma of the Plastics Institute (LOND.) and a Licentiate of the
Institute of Rubber Industry (LOND.).

He has over 40 years of management experience in the field of Rubber
and Plastics. He is a past Chairman of the Ceylon National Chamber of
Industries (CNCI) and a past President of the Plastics and Rubber
Institute of Sri Lanka (PRISL). Mr. Liyanage is also a visionary business
leader, who has been instrumental in launching many innovative
products in Polymer category and has the honour of being the first
person to commercialize flexible Polyurethane Foam in this country in
the form of Mattresses, Cushions and Sheets.

He is also a Director of Richard Pieris Distributors Limited, Richard
Pieris Exports PLC, Arpico Interiors [Pvt.] Limited and numerous other
Companies in the Group.

Mr. Viville Perera

Director

Mr. Viville Perera is a Science graduate from Kelaniya University with
Second Class Honours and a Fellow Member of the Chartered Institute
of Management Accountants and Associate Member of the Chartered
Institute of Marketing in United Kingdom. Mr Perera has over 32 years’
experience in senior managerial capacity in leading business
organisations such as Associated Newspapers of Ceylon Limited,
Middleway Ltd (Ceylinco Group) and Amico Group of Companies and
Alliance Finance Co. PLC.

He has served as Treasurer from 1992 to 1997 and Vice President from
1999 to 2002 of Sri Lanka Institute of Packaging. Mr Perera is the
Deputy Vice Chairman of the Industrial Association of Sri Lanka, an
affiliated trade association under the aegis of the Ceylon Chamber of
Commerce. He is also the Acting Chairman of Arpico Insurance PLC
and on the Board of Directors of Several Companies of Richard Pieris
Group.
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Dr. Jayatissa De Costa
Director

Mr. Shaminda Yaddehige

Director
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Mr. Shaminda Yaddehige is an Executive Director and also the Chief
Operating Officer of the Company. Mr. Yaddehige was educated at
Charter House-United Kingdom and graduated in Chemical
Engineering from University College London. In addition he also
possesses a Masters Degree in Business Administration from |E
Business School which is ranked amongst the top 10 business schools
in the World.

Mr.  Yaddehige worked as a Management Consultant at Price
Waterhouse Coopers-UK and also at world renowned international ultra
high net worth banking giant, Credit Suisse of Switzerland. He has an
extensive experience in international marketing and has built a very
strong marketing network in Europe

Mr. Yaddehige is in the Directorate of Richard Pieris Exports PLC,
Richard Pieris Natural Foams Limited, Richard Pieris Distributors
Limited and also in several other Companies within the Richard Pieris
Group.

5

Dr. Jayatissa De Costa LL.B. (Cey), LL.M. (Lond), PH.D (Colombo) is a
Presidents’ Counsel. He was admitted to the Legal Profession in Sri
Lanka in January, 1971 and has unbroken practice of more than 48
years at Bar specializing in Civil Matters. In addition he has held
numerous positions both in the Public Sector and Private Sector
including the Chairmanship of Public Utilities Commission of Sri Lanka
and membership of the Law Commission. He was also the Principal of
Sri Lanka Law College. Dr. Jayatissa De Costa had functioned as a Law
Lecturer in a number of universities both at home and abroad and has
published a large number of books in Law.

Dr. Jayatissa De Costa P.C.

Director

He had his education at Dharmapala Vidyalaya, Pannipitiya, London
School of Economics and Political Science, School of Oriental and
African Studies and Kings’ College, University of London.

iarn?i&

Mr. Shaminda Yaddehige
Director
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Mr. E.P.I. Fernando

Director

Mr. J Felix Fernandopulle
Director

Mr. E. P. |. Fernando

Director

Mr. E. P. I. Fernando brings over 35 years of management experience,
all of which in foreign and local banks specializing in operational
management, retail and institutional banking. He began his career at
ANZ Grindlays and thereafter at Standard Chartered Bank where he
held various senior positions including head of retail products and
business development. He also worked at Pan Asia Bank PLC as the
head of institutional liability sales. His leadership roles over decades in
multiple functions of operation, marketing and strategy led to
strengthening business and contributed towards significant growth in
the organizations he served.

His contribution and expertise has also been extended through many
institutional and government bodies. Mr. Fernando served as the
Chairman/CEQO of the Vocational Training Authority (VTA). He has also
served as a board member of the National Apprentice and Industrial
Training Authority, the Board of Tea Research Institute of Sri Lanka,
Export Development Board, the Industrial Development Board. He was
also a committee member at the National Sports Council and Advisory
Council of Sri Lanka Export Development Board. Mr. Fernando also
served as a board director of Richard Pieris Securities & Namanukala
Plantations PLC.

Mr. J Felix Fernandopulle

Director

/

Mr. Fernandopulle is a fellow member of the Institute of Chartered
Accountants of Sri Lanka and a fellow of the Institute of Certified
Management Accountants of Sri Lanka. He is the present Chairman of
Richard Pieris Finance Ltd. & the Managing Director of Mahaweli
Coconut Plantation where he had also worked in the capacity of
Finance Director at the said company.

He has served as a Director of the Coconut Development Authority and
Coconut research Institute and has also served on the Advisory
Committee on Coconut at the Ministry of Plantation Industries and
Coconut Industries. He has represented Sri Lanka's Desiccated
Coconut Manufacturers Association at the Asian & Pacific Coconut
Council.
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Our Business

RETAIL SECTOR

The Retail Sector of the Richard Pieris’ Group is a strong and
pivotal spoke that connects to the hub of the Group’s wheel.
The sector comprises of 5 entities: Richard Pieris Distributors
Ltd, Arpimalls Development Company (Pvt) Ltd, RPC Retail
Developments (Pvt) Ltd, RPC Real Estate Development
Company (Pvt) Ltd and Arpico Interiors (Pvt) Ltd. The
overarching aim of the sector is to manage and administrate
the operation of the celebrated retail umbrella brand, Arpico,
under which a family of individual brands such as
Supercentres, Superstores, Daily, Showrooms and Furniture
exist and operate. The strong growth forecast for the sector is
mirrored in the performance by the Group’s Retail arm, which
posted revenues of Rs. 27.7 Bn, which reflects growth of 5%
over the previous year.

217.7 Bn

Revenue

26.4 128/?9.7

17/18

24.5

16/17

21.7

18.4

14/15

LA —

History of the Sector Revenue



Our Business

Retail Sector

Just as in the past, the Retail arm has been a major contributor
to the revenue and profits of the Group. It is clear that Modern
Trade Retail has scaled to greater heights during the financial
year under review, but not without its share of challenges
encountered from the less than favourable macro-economic
environment. Despite obstacles, the Group’s retail sector
performed reasonably well, with a leverage and potential to
further grow and make a mark in the industry as a trend-setter
in modern trade retail.

While expanding its brick and mortar presence across the
industry in line with customer demands, the sector is also
entrenching its digital footprint by capitalizing on the online
and e-commerce trend. By making early inroads into online
retail, the company enjoys first-mover status when the time is
right. In addition to its variety of retail products, the Retalil
sector further contributes to the Group by providing bespoke
interior designing solutions to many institutions and house-
holds across the country.

As much as the coming year is expected to pose various
challenges to the company, the retail team is geared up to
take modern trade retailing to greater heights. The Arpico
brand of supermarkets is expected to expand into many
strategic cities and towns with the objective of ‘touching lives’
of many customers and suppliers in different parts of the
country.

Richard Pieris Distributors Ltd.

Richard Pieris Distributors Ltd expertly achieves the challeng-
ing task of operating and managing the renowned chain of 25
Arpico Supercentres/ Superstores, 12 Showrooms, 24 Arpico
Daily Outlets and 2 stand alone Arpico Furniture retail stores.
Amid the fiercely contested Modern Trade segment, the
company has successfully built a name as a one-stop shop for
a wide array and range of Fast Moving Consumer Goods
(FMCG), General Merchandise, Household products, Furni-
ture and Electronics.
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The diverse products on offer enable customers to shop for all
their needs under one roof, while enjoying special promotions
and the euphoric atmosphere the stores have to offer.

In addition to improving and expanding its core business of
retail, there are a vast array of value added services that
customers can enjoy at many Arpico Supercentre and super-
stores such as utility bill payments, laundry and banking trans-
actions by way of ATM / Mini Branches, bill collection service,
restaurants, juice bars, laundry kiosks, salons etc. By provid-
ing all these services to its customer, the company ensures
the entire family can spend more time at its outlets.

One of the key success pillars of Arpico Supercentres and
Superstores has been ample retail space coupled with
adequate parking facilities for customers. This aspect has
given the company an edge in the marketplace, thus provid-
ing a generous retail space for shoppers to browse and
parking facilities for a seamless shopping experience.
In-store. The company also provides wider aisle space for
easy shopping and state-of-the-art infrastructure to display
and serve goods in the freshest form and of the best quality.

Enhancing the retail experience at its stores one step higher,
the company organizes special events throughout the year at
Supercentres/ Superstores, showrooms and Arpico Daily
Outlets, including activities for families, in order to infuse
excitement and create a sense of anticipation during special
religious and cultural festivals. The company continuously
focuses on improving levels of convenience and services
delivered to customers, while also striving to operate in an
environmentally-friendly manner.




Our Business

During the year under review, the company opened one
Supercentre in Kegalle offering unimaginable convenience to
the residents of that town as well as the thousands of people
who pass through the town daily, as it is a strategic stop on
the way to famous tourist sites. The store houses more than
40,000 items under one roof with extensive parking and other
ancillary services.

In addition to the large format store openings, 5 Arpico Daily
outlets and 1 standalone Arpico Furniture outlet were opened
during the year under review, further expanding the brands’
island-wide presence. The opening of a new Arpico outlet
signals economic prosperity for local communities, as these
outlet expansions have created more than 150 jobs both
directly and indirectly for numerous service providers.

During the period under consideration, the company invested
further in enhancing the overall customer experience, by
establishing new infrastructure to showcase fresh produce,
creating a vibrant space for vegetables, fruits, seafood and
meat at its outlets. This rearrangement generated much hype
and excitement amongst customers as it is more in line with
international trends. Since Arpico is a firm favourite with the
expat community as well, infusing the store with an interna-
tional look and feel goes a long way in remaining competitive
and attracting greater numbers of local and international
shoppers.

In-store retail marketing is a key contributory factor for
Arpico’s success and during the year under review, the brand
continued to innovate and pioneer compelling promotional
and tactical campaigns such as its popular “Super Deals”
and “Daily Deals” in tandem with credit card offers. The
Company continued to provide exclusive benefits to its
privlege member base including the discount offers from
more than 15 partner hotels, restaurants and others
merchants island-wide during the year. The Arpico Privilege
customer base has continued to grow the company also has
benefitted through the co-branded credit/loyalty card partner-
ship where customers of this base are immensely rewarded.
with offers right throughout the year as well as with additional
loyalty points for purchases made within and outside Arpico.

Richard Pieris & Company PLC
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Marketing promotions have been traditionally conducted
expertly at Arpico and attracted a steady stream of shop-
pers. During the vyear under review, two breathtaking
campaigns were initiated and executed, for April Avurudu
season and December Christmas season. The Avurudu
campaign was titled “Arpico Ekka Awurudu” whilst the
Christmas campaign dazzled under the “Fulfilling Christmas”
theme. The promotion proved to be a gift bonanza for
customers, many of whom won valuable prizes which includ-
ed a majestic tour to an exotic destination for the grand
winner. The promotions were relayed over social media to
generate excitement and engagement with potential custom-
ers.

Arpimalls Development Company (Pvt) Limited
Arpimalls Development Company (Pvt) Ltd. owns the two
large Arpico Supercentres in Battaramulla and Dehiwela
operated by Richard Pieris Distributors Ltd. The company
continued its profit-making record during the year under
review.

RPC Retail Developments (Pvt) Limited

RPC Retail Developments (Pvt) Ltd. owns the two large
Arpico Supercentres in Negombo and Kadawatha and has
continued recording profits in the year under review.

RPC Real Estate Development Company (Pvt) Limited
RPC Real Estate Development Company (Pvt) Ltd. owns the
Arpico Supercentre in Kandy. The Company also continued
its profit-making record in the year under review.

Arpico Interiors (Pvt) Limited

Rapidly growing into a preferred partner for transforming
interiors of work spaces, Arpico Interiors (Pvt) Limited (AIPL)
has built up a strong reputation as a specialist in interior
solutions for leading corporate clients. The company also
supplies products such as furniture & fittings, carpets,
ceilings and partitions, which is appreciated by clients who
can access the entire interior design service under one roof.
The showroom at Hyde Park Corner houses a separate
display area for the Interiors operation with a wide range of
products on display.

During the year under review, the company expanded its
operations and widened its products and service portfolio.
The company succeeded in sustaining its profitability as a
result of several large scale projects it was engaged in.
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Our Business

RUBBER SECTOR

The Rubber sector of the Group, comprising of
Richard Pieris Exports PLC, Richard Pieris Natural
Foams Limited, Arpitalian Compact Soles (Pvt) Limited
and Micro Minerals (Pvt) Limited, recorded a revenue
of 54 Bn with a 19% increase over the previous
financial year.

5.4 Bn

R Revenue

4.2

16/17

3.4

- 16/16

2.9

14/156

13/14

History of the Sector Revenue



Our Business

Rubber Sector

The Group’s Rubber sector is poised to seize growth
opportunities through diversification of its product portfolio
and an enhanced focus on the domestic market. Deployment
of new machines and technologies to enhance production
capacity, increased efficiency, geographical expansion and
an augmented product portfolio are expected to deliver
strident growth for the sector in the near future.

RICHARD PIERIS EXPORTS PLC

Richard Pieris Exports PLC (RPE) is the pioneer in
manufacturing and exporting rubber mats for numerous
applications with the highest quality standards. RPE
manufactures a range of rubber products including food
grade jar sealing rings, crutch tips, rubber shoe soles and
specialised rubber products for the US, European and Asia
Pacific markets since its inception in 1983. It has two
subsidiaries - Richard Pieris Natural Foams Ltd. and Micro
Minerals (Pvt) Ltd. - and one associate company - Arpitalian
Compact Soles (Pvt) Ltd. Richard Pieris Exports PLC itself is
a subsidiary of the Richard Pieris & Company PLC, the
Group'’s first export-oriented company.

Richard Pieris Exports PLC accelerated growth during the
year under review by recording an above average growth of
20% in topline and 26% growth in its bottom line. The
company recorded a significant increase in volumes
compared to the previous year.
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The demand from the US market showed an upward trend
while demand in Europe too rebounded, with the company
acquiring new customers in Europe. During the year, focus
was maintained on introducing and marketing new designs
and moulds to customers.

RPE has pioneered the manufacture and export of Rubber
Mats for numerous applications and food grade jar sealing
rings and specialized products for the US, European and the
Asia-Pacific markets. Besides this, RPE continues to sustain
its leadership position by being the only company in the world
to manufacture natural rubber jar sealants.

RPE remains the largest exporter in its category and its
market leadership was underscored by being bestowed with
the Gold Award for Agricultural Value-added Exports in the
Large business category at the Annual National Chamber of
Exports of Sri Lanka (NCE) Export Awards by the National
Chamber of Exporters of Sri Lanka. Richard Pieris Exports
PLC also won the Gold Award in the Large Category (Rubber
sub sector).
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RICHARD PIERIS NATURAL FOAMS LTD

Richard Pieris Natural Foams Ltd., manufactures 100% natural
latex foam products for the international market and is one of
the major contributors to the country’s economy. Recognised
as one of the biggest players when it comes to manufacturing
natural latex foam, the company carries out its production from
the state-of-the-art factory located at the Free Trade Zone in
Biyagama. Its world-class line-up of latex foam products
includes natural latex foam mattresses, toppers, pillows, etc.,
and their well-established export market covers North
America, Europe, Middle East, Australia, South East Asia,
China and India in addition to the South Asian region.

The company recorded 22% topline growth and 30% bottom
line growth. Profitability grew and topped the highest mark in
the company’s history. The export markets performed strongly
as economic conditions in those markets improved. Both
mattress and pillow range showed growth.

During the year, the company further penetrated the Chinese
market with its pillow range and expanded market share in
Taiwan and USA while regaining a foothold in Korea. A number
of factors contributed to the company’s success such as
ensuring premium quality consistently, service ability and
higher value proposition to customers. The company’s focus
on maintaining exacting service standards remains
unwavering.

The company values innovation and continues to develop new
products, the latest being new pillow types to cater to a wide
market. The company is in the process of adding a line for
production of molded topper sheets to cater to growing
demand. In expanding the range of products, exports of
second grade and scraps grew during the year. Reconstituted
products for the local markets are now being exported,
generating greater gains. The company’s longstanding
customer relationships coupled with partnerships with new
customers helped to nurture and propel overall profitability.
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Our Business

PLANTATION
SECTOR

Kegalle Plantations PLC, Maskeliya Plantations PLC and
Namunukula Plantations PLC are part of the Group’s Plantation
sector. These three Plantation Companies are engaged in the
cultivation, processing and selling of high-grown, mid-grown
and low-grown tea, rubber, oil palm, coconut, cinnamon and
other crops. Richard Pieris Group owns 53 plantation estates in
different geographical regions across Sri Lanka, with a land
base of 32,097 hectares, making it the largest tea and rubber
producer in the country.

As on the financial year ending 31st March 2019, the Group’s
Plantation sector produced 12 mn kg of tea, 5 mn kg of rubber
and 22 mn kg of FFB palm ail, to generate a revenue of Rs 8.8
bn. Maskeliya Tea Garden Ceylon Ltd is the export arm of
high-quality pure Ceylon value-added tea, selling globally as
well as locally under the brand names of ‘St Claire’s’ and
‘Maskeliya Kahata'.
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Plantation Sector

The Sri Lankan plantation industry experienced mixed fortunes
during the financial year under review.
conditions, wage hikes in the latter part of the year, reduction of

Inclement weather

maximum residue level by Japanese market for tea and low Tea
prices affected the performance of the industry while Oil palm
prices showed an uptick towards the end of the vyear
Compounding the situation further, the rubber segment was
forced to absorb the negative impacts of depressed market
prices as a result of the increased rubber supply from major
rubber producing nations. Despite these hurdles, the plantation
sector continued to invest in uplifting the living standards of its
estate communities, especially in areas such as health and safety,
training and education, infrastructure development etc.

Maskeliya Plantations PLC

Maskeliya Plantations PLC is known to be one of the country’s
finest black tea manufacturers and operates in four geographical
regions - Upcot, Maskeliya, Talawakelle and Bandarawela. The
Company owns 18 tea estates, with 14 tea factories, a land extent
of 10,561 hectares with an annual production capacity of
approximately 10 Mn Kg and has constantly recorded best prices
in the Colombo Tea Auction.

Richard Pieris & Company PLC
Annual Report 2018/2019

Unfavourable financial and non-financial factors continued to
challenge the performance of the Plantation industry, which also
affected Maskeliya Plantations PLC. Production was largely
affected by extreme climate, with heavy rainfall experienced at
the beginning of the year and drought towards the latter part. The
Company recorded a harvest of 7.5 Mn Kg which is a decrease of
89,000 Kg from the previous year.

The downturn in tea prices further exacerbated the situation. The
Company recorded total revenue of Rs. 4.17 Bn, a decrease of 8%
from the previous year, while posting an overall Profit of Rs.5.2 Mn.
The combined effects of the adverse weather conditions, rise in
other costs such as fuel, the wage hike in the sector towards the
latter part of the financial year also contributed towards the
constraints on the financial performance of the Company.

Nevertheless, the company remained focused on continuous
improvement and enhanced productivity-related parameters
such as plucking norms at the estate level. It was able to achieve
high quality output to meet market expectations by bringing about

quality improvements in harvesting and in the manufacturing
process. The Company sustained strategies aimed at long term
cost reduction and measures to improve the quality of the end
product.
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Kegalle Plantations PLC

Engaged in the production of tea, rubber and coconut, Kegalle
Plantations PLC is one of the largest corporate Rubber producers
in Sri Lanka, contributing an annual rubber production of 4,080 MT.
The Company owns and manages 17 estates in Kegalle,
Kurunegala and Badulla districts, with a total land extent of 9,757
hectares. Its rubber production is mainly dominated by the
centrifuged latex category. The Company was affected due to the
decline in demand for natural rubber in the global market. Apart
from the drop in the rubber prices, local consumers moved
towards cheaper substitutes from overseas markets which
contributed to the drop in local rubber prices.

The Company responded by offsetting the adverse impacts of
depleted rubber prices through the implementation of an optimum
product mix so as to prevent excess concentration in one product
category. During the period under review, cost of production of
rubber was reduced by 3% from the previous year to Rs. 281.90.
Centrifuged latex rubber accounts for 62% of the Company’s
rubber output, and this output is mainly sold to Richard Pieris
Natural Foams Ltd. Kegalle Plantations continued its direct export
of sole crepe rubber to shoe manufacturers in the international
market, and this in turn helped to maintain a favorable NSA.

Despite the adverse weather and market condition during the
period under review, the Company recorded rubber production of
4,000 MT, which is a 17% increase from the previous year. The
Company’s rubber replanting efforts were sustained and it is
considering crop diversification including planting oil palm.

Total production has dropped by 2% to 1.9 Mn Kgs for the year
under consideration. Tea prices too decreased significantly
compared to the previous year from Rs. 582.63 to Rs. 510.49. The
production drop was mainly due to adverse weather conditions
that prevalied in the Kegalle region.

Human resource development received the Company’s full
attention during this challenging period under review. The
Company continued to invest in its human resources through
greater training and skill development and in improving worker
housing, créches and other welfare activities, including assisting
the university education of children of all employees by way of
scholarships.

Namunukula Plantations PLC

As one of the most diversified plantation companies in the
country, Namunukula Plantations PLC produces five main crops -
Tea, Rubber, Oil Palm, Coconut and Cinnamon. It comprises of 18
estates in Badulla, Kalutara, Galle and Matara Districts and holds
a total land extent of 11,779 hectares, of which cultivated land of
2,108 hectares are utilized for the production of tea, 2,338
hectares for palm oil, 1,429 hectares for rubber and 1,855
hectares for other crops.
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The Company'’s tea production declined to 2.3 Mn Kg recorded in
tha previous year. The factors which impacted the performance
were non-availability of chemicals for weed management,
significant dry weather, drop in small holder bought leaf supply
and worker unrest and strikes experienced during the year.

Namunukula Plantations has successfully reduced the cost of
production of rubber during the year, with a 2% reduction over the
previous year. Taking advantage of the crepe processing facility
available in the estates, Namunukula Plantations continues to
process over 50% of its total production into latex crepe.

The Company continues to invest in the expansion of oil palm.
Land suitable for planting in oil palm is being converted to oil
palm. Oil palm has continued to be the golden crop of
Namunukula Plantations recording a 22.3 Mn Kg of harvesting,
which reduced by 1%, compared to the previous year’s Fresh
Fruit Bunches count. The Company is the second largest
producer of oil palm in the island and its estates are situated in
Matugama, Galle and Akuressa geographical The
Company has an extent of 1,822 hectares of oil palm in
production and further 498 hectares are in the immature stage
and expansion plans are underway to further increase the land
extent.

areas.
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Namunukula Plantations PLC has harvested 12,441 Kg of
cinnamon during the year, compared to that of 11,485 Kg in the
previous year. The Company has invested a sum of Rs.248 Mn in
the financial year 2018/19 on field development with a view to
achieve and sustain required land productivity. The Company
values human resources as its greatest asset, thus providing
facilities such as housing, sanitation, other basic requirements
and more importantly, opportunities for additional income
generation.

Maskeliya Tea Gardens (Ceylon) Limited

Maskeliya Tea Gardens Ceylon Limited (MTG) is the Tea export
arm of the Richard Pieris Group. MTG is producing and packing
pure Ceylon tea to the international and local market offering the
consumers a tea second to none, and a cup of tea that rekindles
memories of a bygone era. “St. Clair's Tea”, “ARPICO Maskeliya
Tea” & “Padamata Kahata” are the Company’s most popular
brands of tea among Sri Lankan households.
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Whilst MTG exports products to Japan, Belarus, Russia and
China and has been highly accepted by consumers around the
world, it is currently in the process of liaising with potential
distributors to establish St. Clair's Brand in other countries as well.
In the local market segment our channels cover leading
supermarket chains in the country and an Island wide coverage
with active distributors in the General Trade and directly cater to
reputed government and private sector institutions, hotels and
restaurants across the country. The Company has formulated new
strategies to expand geographically in the Island by providing the
customers new value added and unique products from the
Company’s own tea gardens located in different agro climatic
regions.
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Our Business

TYRE SECTOR

The Group’s Tyre sector has revolutionized the tyre
manufacturing industry in Sri Lanka, effectively placing the
country on the global map as a reliable and high quality
manufacturer of tyres. The Tyre sector of the Group is made
up of four companies, namely, Richard Pieris Tyre Company
Limited, Arpidag International (Pvt) Limited, Richard Pieris
Rubber Compounds Limited and BGN Industrial Pvt Ltd.
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Our Business

Tyre Sector

Richard Pieris Tyre Company has grown to be the largest
retreading tyre supplier in Sri Lanka. The sector further
expanded its share of the market with the strategic acquisition
of BGN Industrial Tyres (Pvt) Ltd, a reputed Sri Lankan
industrial tyre manufacturer known for Solid Tyres. Arpidag
International and Richard Pieris Rubber Compounds, also
make a valuable contribution to the sector by supplying
pre-cured tread cushion gum and other related materials as
well as customized mixing facilities. Enjoying a large presence
country-wide, the sector’s distribution network counts in
excess of 1,300 dealers, thereby ensuring easy access to its
wide portfolio of Tyres for every segment of the market. The
prospects for the Group's Tyre sector look promising as it
widens its international customer clientele. Going ahead, the
company remains focused on optimizing its current
manufacturing capacity to supply to its ever-growing customer
base.

RICHARD PIERIS TYRE COMPANY LIMITED

Despite operating in challenging conditions during the 2018 /
19 financial year, Richard Pieris Tyre Company achieved
revenues of Rs. 2.6 Bn while making a contribution of
approximately 5% to the group revenue. Harnessing astute
marketing strategies, the company was successful in
surmounting the negative sentiments for retreading tyres that
prevail in the market. Apart from ensuring its revenues
remained consistent with that of the previous year, the
Company looked inward to control costs and bring down
overheads by using low cost energy fuel sources and by
sourcing raw materials at lesser prices.
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These measures served to sustain the company’s 