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*above chart shows RIL's segmental PAT breakdown in LKR mn



The Switch To Profits: Dropping the company’s black sheep in
exchange of a high-growth renewable energy player
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The Turnaround: A 180 degree turn from a loss-making retail
investment to a profit-making growth stock...
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Energy thrives, in the battle between Restaurants vs Renewables,
being a high-growth, highly profitable segment

% Highly volatile earnings with a heavy dependance on |%II Electricity generation is not impacted by COVID, and
mil

=aln a post-covid recovery it acts as a natural hedge for rental earnings

Company performance is highly contingent of strong y/ I‘\ Inelastic demand as PAP enters into power purchase
marketing campaigns in a highly competitive sector

2 .
“ agreements with the government for up to 20 years

The company may face speedbumps in the face of an With ¢.20-25% of FY22E expected generation capacity
economic decline and may be impacted by inflation abroad, the company becomes a forex earner

25
.
AA8

Panasain Power PLC (“PAP”) rises as the clear winner of the duel, a much-needed addition to RIL's portfolio as it functions on a similar build and
operate business model to typical property rentals, which is the core line of expertise of the group.
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The disposal of Bread-talk, enables
group approach its true potential

PAT of RIL's segment in LKR mn

In June 2021 RIL, disposed FoodBuzz for a consideration of LKR 245mn. Our
understanding is that disposal took place at a 6% discount to its NAV.
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In July 2021, RIL acquired 385mn (62% of
the total shares outstanding) shares of PAP
for a consideration of LKR 4.3 per share.
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Although the acquisition took place at 12.2x PE of FY21 earnings, we believe the PAP inclusion will make RIL's earnings more stable going forward.
The management indicated that the acquisition of PAP is through a combination of cash + debt funding. As per the latest filing, RIL's company balance
sheet had a short-term liquid asset of LKR 573mn (adjusted for LKR 0.15 DPS), this along with the proceedings from FoodBuzz adds up to LKR 818mn.

Hence, we believe closer to LKR 1bn will be funded through debt.
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The acquisition of PAP, one of the fastest growing renewable
energy players in Sri Lanka; A robust pipeline of projects ahead

Growth in Installed Capacity (MW)

PAP currently has an installed capacity of over 20MW, commissioning

6.75MW during financial year end FYZ21 with other complete projects
still to be commissioned, in line with the company’s long-term target of

reaching 30MW by CY2021

FY18 FY19 FY20 FY21 FY22E
® Mini Hydro ™ Rooftop Solar ® Ground Solar

The company’s recent acquisition of Panasain Power PLC (“PAP”) enables the company to further diversify its revenue streams, in a

sector which is prone to risks such as lockdowns, which enables the group to be increase its overall earnings stability. The forex earnings
of PAP also provide a further hedge against potential local currency devaluation.
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The Price Hike: With a strong revaluation upside on the cards,
the company currently trades at a discounted earnings...
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A Valuation Play: We expect RIL to provide a total return of 35%
based on our SOTP valuation of LKR 10.8/share

Per share value in LKR | ,
We derived our TP by applying LKR 4.8 per share for UML, LKR 3.3 per share

for PAP, book value of LKR 18.6bn for investment property, net debt of LKR
4.5bn (including the acquisition cost of PAP) and 50% holding discount.

(4.5)

3.3
I (11.5)

18.6 _

10.8

[Investment UML.N PAP.N Net debt Holding discount RIL SOTP
Property

We believe the RIL is well-positioned to continue delivering robust performance ahead, reflecting: 1) 89% occupancy rate at PARKLAND; 2) positive
earnings contribution of LKR 250mn from PAP cf. loss of LKR 190mn reported by Food segment in FY21; 3) Higher sales contribution from locally

assembled DFSK (22% revenue contribution in FY21) to maintain positive earnings from UML; 4) Real estate being a natural hedge against inflation

and LKR depreciation which inflates cost of construction and real estate valuations. 47 Softlogic
Page | 8 Source: SSB Research ( Stockbrokers



Real estate is a safe pick during high inflation eras, as SL shows a
59% correlation between construction costs and inflation

Inflation vs Construction Cost Index Sri Lanka
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Our analysis indicates that inflation and construction costs maintain a positive relationship especially during sharp spikes as seen in mid-2016
and once again in 2019, giving an overall pre-covid correlation of 59%. However due to the prolonged lockdowns and lack of economic activity,
this impact was delayed in 2020 and is catching up rapidly in 2021.
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High LKR depreciation drives up construction costs and results
in a hike in real estate valuations

Cement Blocks GI Sheets Bitumen 60/70
(average price of a 400 x 200 x 100 mm (solid) (the average price expressed in square foot rate  (the we_ighted average prices of a liter of Bitumen
size block) of a Gauge 26 corrugated sheet 30” x 84”) 60/70 in bulk form)
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Steady cashtlows via Investment property with 89% occupancy,
while fair value gains are anticipated amidst cost inflation

Investment property value growth due to FV adjustments in LKR bn

0.8 0.7 (0.1) 13.6 0.5 141
11.5 0.7

Investment property value as of FY21 was LKR 14.8bn, and the working
only shows the appreciation of value due to FV adjustments

Investment FVin FY18 FVin FY19 FVin FY20 FVin FY21 Investment FVin FY22E Investment
property value property value

property value
in FY17 in FY21 in FY22E

Rental segment earnings dipped to LKR 500mn in FY21 cf. LKR 1bn in FY20, mainly due to the fair value loss of LKR 107mn reported in FY21 as the
pandemic period resulted in less transactions. However, the recovery driven by a successful vaccination rollout and the correction of transaction
volumes should allow valuers to provide for a fair value gain going forward. The group’s PPE of LKR 23.5bn, is in our view a natural hedge against

inflation.
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The COVID Strategy: Customized office spaces to suit a hybrid
working model, backed by the focus on assembly and repairs...
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Keeping up with the emerging trends, RIL is geared to cater to
the evolving requirements in the rental space

Office rosters are made with a portion of the staff

All employees are present at work simultaneously always on a work from home schedule

= | < | |
Tﬂ"' Larger workspaces required n Smaller workspaces with better hygiene standards
9o 2] Emohasi : l : i lated
A= More meeting rooms and breakout required = mphasis on virtual meeting rooms and its relate
A facilities

With COVID disrupting the working culture of corporates, the need for larger office spaces and gathering areas has reduced considerably. In order to
get ahead of the trend, RIL is designing compact work-spaces that are customized to suit hybrid work models. This is expected to boost occupancy
levels, whilst the recovery ushers in a correction in rental rates which are still to receive its annual increments.
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Import restrictions and a sharp appreciation in secondary market
prices offer a better value proposition for cheaper DFSK SUVs

Changes in vehicle price (LKR mn)

® Apr-20 ®mJul-21

15.5

Honda CRV Nissan xtrial DFSK Glory 580

On average, most vehicles saw a price appreciation of ¢.50% as
opposed to the pre COVID-19 price levels. However, Despite the
price appreciation, the DFSK value proposition remains strong at
a lower price of c.LKR 7.5mn.
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Units sold - DFSK passenger vehicles

494

183

FY20 FY21

In FY21, the average revenue per vehicles was LKR 6.1mn cf LKR
5.8mn in FY20. This is expected to rise sharply in FY22E with the

price revision of DFSK Glory 580 and I Auto sales.

Source: Industry sources, Company data, SSB Research
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The revenue portion of locally assembled DFSK doubled to reach
22% in FY21, and a 2x growth is possible amidst import bans

Vehicle sales contribution in LKR bn The import restrictions would affect UML’s import

segment (highlighted) in FY22E. However, DFSK sales

The, management also highlighted that the
2 S Y are expected to grow c.2x in FY2Z2E to bridge the gap.

are evaluating the possibility of assembling
Perodua and JMC vehicles locally.

4.1
1.1 0.3
1.0
3.0
DFSK Perodua Zotye JMC Other vehicles Total revenue from
(Mitsubishi and Fuso) Vehicles

UML reported an earnings of LKR 444mn in FY21 cf. LKR 410mn loss in FY20. The turnaround was only due to vehicle segment
reporting a profit of LKR 596mn in FY21 cf. LKR 11mn profitin FY20 while other segments in general maintained a flat growth.

The management claims that DFSK made a significant impact in the local SUV market, capturing 20% market share in FY21. As a result, the DFSK
segment converted its returns from an LKR 144mn loss in FY20 to a profit of LKR 59mn in FY21. in FY22E, it is estimated that UML will be able to
achieve a sales volume of 1,500 units if the ongoing vaccination improve the business activities.
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Annexures
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Summary
Financial
Statements
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KEY FINANCIAL RATIOS

YE Mar/(LKR mn)

Net Profit

YoY growth (%)
EPS (LKR)

DPS (LKR)
BVPS (LKR)

GP Margin
EBIT Margin

NP margin

Dividend Yield (%)

FY21

895.0
130.7%
0.8

0.1

K
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Summary
Financial

Statements

Income Statement
YE Mar/LKR mn

Revenue

Gross Profit

OPEX

Fair value gain on property
Operating Profit

Net finance cost

PBT

Net Profit

Profit to Equity holders

Statement of Financial
Position

YE Mar/LKR mn

Non-current assets
Current assets

Total Assets

Total Equity
Non-Current Liabilities
Current Liabilities

Total Equity and Liabilities

INCOME STATEMENT AND BALANCE SHEET

FY19

13,956
3,655
(2,449)
840
2,046
(726)
1,321
1,103
889

FY20

10,823
2,949
(2,339)
688
1,298
(818)
479
388
589

FY21
14,490
3,594
(2,184)
(107)
1,304
(276)
1,028
895
677

FY22E
15,220
3,685
(2,334)
540
1,891
(476)
1,415
1,132
883

FY22E

28,730
12,297

41,027
27,051
8,298

5,678

41,027

Stockbrokers
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Disclaimer

Local & Non-USA based clients

The information contained in this report is for general information purposes only. This report and its content is copyright of Softlogic Stockbrokers and all rights reserved.
This report- in whole or in part- may not, except with the express written permission of Softlogic Stockbrokers be reproduced or distributed or commercially exploited in
any material form by any means whether graphic, electronic, mechanical or any means. Nor may you transmit it or store it in any other website or other form of electronic
retrieval system. Any unauthorised use of this report will result in immediate proceedings.

The report has been prepared by Softlogic Stockbrokers, Sri Lanka. The information and opinions contained herein has been compiled or arrived at based upon
information obtained from sources believed to be reliable and in good faith. Such information has not been independently verified and no guaranty, representation or
warranty, express or implied is made as to its accuracy, completeness or correctness, reliability or suitability. All such information and opinions are subject to change
without notice. This document is for information purposes only, descriptions of any company or companies or their securities mentioned herein are not intended to be
complete and this document is not, and should not be construed as, an offer, or solicitation of an offer, to buy or sell any securities or other financial instruments. In no
event will Softlogic Stockbrokers be liable for any loss or damage including without limitation, indirect or consequential loss or damage, or any loss or damage whatsoever
arising out of, or in connection with the use of this report and any reliance you place on such information is therefore strictly at your own risk.

Softlogic Stockbrokers may, to the extent permissible by applicable law or regulation, use the above material, conclusions, research or analysis in which they are based
before the material is disseminated to their customers. Not all customers will receive the material at the same time. Softlogic Stockbrokers, their respective directors,
officers, representatives, employees, related persons and/or Softlogic Stockbrokers may have a long or short position in any of the securities or other financial instruments
mentioned or issuers described herein at any time and may make a purchase and/or sale, or offer to make a purchase and/or sale of any such securities or other financial
instruments from time to time in the open market or otherwise, in each case either as principal or agent. Softlogic Stockbrokers may make markets in securities or other
financial instruments described in this publication, in securities of issuers described herein or in securities underlying or related to such securities. Softlogic Stockbrokers
may have entirely underwritten the securities of an issuer mentioned herein.

USA based clients

Softlogic Stockbrokers of Sri Lanka is not registered as a broker-dealer with the U S Securities and Exchange Commission, and it and its analysts are not subject to SEC
rules on securities analysts’ certification as to the currency of their views reflected in the research report. Soft Logic is not a member of the Financial Industry Regulatory
Authority. It and its securities analysts are not subject to FINRA’s rules on Communications with the Public and Research Analysts and Research Reports and the attendant
requirements for fairness, balance and disclosure of potential conflicts of interest.

This research report is only being offered to Major U S Institutional Investors and is not available to, and should not be used by, any US person or entity that is not a Major
US Institutional Investor. Softlogic Stockbrokers will not accept orders for the securities covered in this research report placed by any person or entity in the United States.
Orders should be placed with our correspondent, Auerbach Grayson & Co. 212-557-4444.

A Major US Institutional Investor who may receive and use this report must have assets under management of more than US S100,000,000 and is either an investment
company registered with the SEC under the US Investment Company Act of 1940, a U.S. bank or savings and loan association, business development company, small
business investment company, employee benefit plan as defined in SEC Regulation D, a private business development company as defined in SEC Regulation D, an
organization described in U. S. Internal Revenue Code Section 501(c)(3) and SEC Regulation D, a trust as defined in SEC Regulation D, or an SEC registered investment
adviser or any other manager of a pooled investment vehicle.
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