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Business Model

Organizational Profile

The Organization

The Lighthouse Hotel PLC (‘Company’) is a limited liability Company incorporated in 1994
and domiciled in Sri Lanka and listed on the Colombo Stock Exchange. The registered
office of the Company is located at ‘Jetwing House’ 46/26 Nawam Mawatha, Colombo 02
and its principal place of business is situated at Dadella, Galle.

The Company owns and operates Jetwing Lighthouse and Jetwing Kurulubedda, which is
targeted at the up market leisure travellers.

The Company does not have an identifiable parent of its own.

The Lighthouse Hotel PLC operates in the Hotels & Travels sector.

Shareholding Structure

No. of No. of
Shareholders Shares %
Individuals 1,205 5,218,208 11.34
Institutions 79 40,781,792 88.66
Total 1,284 46,000,000 100.00
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Significant Areas of Change

Room inventory of Jetwing Lighthouse was increased to 85 during the year with the
addition of 22 super deluxe rooms including 2 suites in the newly built wing.

Our spa was enhanced with the addition of 3 treatment rooms.

We also introduced a new restaurant and bar named Nihal’s.
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# Operating Environment

Operating Environment

The Global Economy

Global output grew by 3%, marginally lower compared to the 3.1% growth recorded in
2012. Economic activity strengthened during the second half of 2013 and as a result, the
underlying momentum appeared to be strong. According to the IMF, activity is expected
to improve further in 2014/15, largely on account of recovery in the advanced economies.
Global growth is now projected at 3.7% in 2014 and at 3.9% in 2015.

Advanced economies registered a growth of 1.3% in 2013, marginally lower than the
growth of 1.4% recorded in 2012. The US grew by 1.9% in 2013 compared to 2.8% 2012.
Meanwhile, the Euro area ended the prolonged recession narrowing the negative growth
to 0.4%, from 0.7% in 2012.

Global Tourism

During the year, international tourist arrivals grew by 5% and reached a record 1,087
million, according to the latest UNWTO (United Nations World Tourism Organization) World
Tourism Barometer. Despite global economic woes, international tourism results were

well above expectations. An additional 52 million international tourists travelled the world
in 2013. For 2014, UNWTO forecasts 4% to 4.5% growth - again, above the long term
projections.
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Demand for international tourism was strongest for destinations in Asia and the Pacific
(+6%), Africa (+6%) and Europe (+5%). The leading sub-regions were South East Asia
(+10%), Central and Eastern Europe (+7%), Southern and Mediterranean Europe (+6%)
and North Africa (+6%).

International Tourist Arrivals (%)

Asia and the Pacific

Europe

Americas

Africa

Middle East 51%

In relative terms, growth was strongest in Asia and the Pacific (+6%), where the number of
international tourists grew by 14 million to reach 248 million. South East Asia (+10%) was
the best performing sub-region, while growth was comparatively more moderate in South
Asia (+5%), Oceania and North East Asia (+4% each).

Total export earnings generated by international tourism in 2013 reached US$ 1.4 trillion.
Receipts earned by destinations from international visitors grew by 5% to reach US$
1,159 billion, while an additional US$ 218 billion was earned by international passenger
transport according to the UNWTO World Tourism Barometer.
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Operating Environment

The Sri Lankan Economy

Commendable Growth

The Sri Lankan economy performed commendably, achieving an annual real GDP growth
of 7.3% in 2013, in comparison to 6.3% achieved in 2012.

All sectors of the economy - Agriculture, Industry and Services - contributed positively to

this growth.
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Favourable weather conditions and the gradual recovery in external demand supported
the steady increase in economic growth.

Inflation

Inflation as measured by the Colombo Consumers’ Price Index (CCPI) (2006/07=100)
which remained at single digit levels for the fifth consecutive year, gradually declined
further to reach mid-single digits by the end of the year.

In this respect, prudent monetary management, improved domestic food supply and

moderation of international commaodity prices resulted in a gradual decline in inflation to
5.7% as at 31st March, 2014 on an annual average compared to 8.8% at 31st March, 2013.
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Exchange Rates

Sri Lanka'’s exchange rate policy in 2013 focused on maintaining flexibility in the
determination of the exchange rates.

With the improvement in the external current account balance and significant in flows to
the financial account, the BOP recorded an overall surplus of US$ 985 million in 2013
compared to a surplus of US$ 151 million in 2012.

Reflecting the improved BOP position, the reserve asset position of the country improved.

Overall, the rupee depreciated against the US$ by 3% to Rs. 130.72 by 31st
March, 2014.

The reduction in policy interest rates and the excess liquidity in the money market
facilitated the downward adjustment in market interest rates during the year.

The policy interest rates of the Central Bank were reduced by 100 basis points in two
steps during 2013. (50 basis points in May and another 50 basis points in October 2013)
The Central Bank reduced its Statutory Reserve Ratio (SRR) by 2 percentage points, with
effect from July 2013.

The monthly average weighted prime lending rate (AWPR) declined by 477 basis points
in 2013.

National Infrastructure Development

The year 2013 saw the completion and continuation of many key infrastructure projects
including the country’s second international airport at Mattala, harbour and port
development projects, Katunayake - Colombo expressway and highway development
projects and the Northern railway project, power projects, as well as several rural
infrastructure development projects.

The Colombo city beautification and countrywide township development projects aided

the wellbeing of the population amongst several other benefits associated with such
improvements, such as promoting Sri Lanka as an up market tourist destination.
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# Operating Environment

Sri Lanka’s Tourism Industry

The tourism boom continued in 2013 with the number of visitors growing by 27% to reach
1.27 million tourists.
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Although Western Europe continued to be the prime source market for tourists to

Sri Lanka, tourist arrivals from emerging market economies increased significantly in
2013. Consequently, tourist arrivals from Western Europe as a share of total arrivals fell to
33% in 2013 from 37.1% in 2012, although the number of tourist arrivals from this region
increased by 12.9%, year-on-year in 2013.

On the other hand, the share of tourist arrivals from East Asia, South Asia, Eastern Europe
and Middle East increased due to effective and strategic promotional campaigns executed
during the year focusing on emerging markets. The South Asian region which was the
second major market accounted for 25.6% of arrivals in 2013 compared to 24.6% in 2012.

(Number of Arrivals)

Tourist Arrival by 500,000
Country of
Residence 2013 400,000

300,000

200,000

100,000

B Number of Arrivals 2012
B Number of Arrivals 2013 0

Australasia
South Asia

East Asia
Middle East
Africa

Eastern Europe
Western Europe
Latin America
North America

32 The Lighthouse Hotel PLC | Annual Report 2013/14



Recognition... 70 Stewardship... 71 Financial Report... 89 Annexes... 137

Earnings from tourism continued to grow considerably in 2013. The continuous increase in
tourist arrivals and an increase in average spending per tourist resulted in earnings from
tourism recording US$ 1,715 million in 2013, compared to US$ 1,039 million in 2012. This
shows a significant growth of 65%.

(Rs. billion)
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According to the Sri Lanka Tourism Development Authority (SLTDA), the average spend
per tourist per day increased to US$ 156.5 in 2013 from US$ 103 in 2012, while the
average duration of stay per tourist decreased to 8.6 days in 2013 from 10 days in 2012.

We note that the SLTDA and other relevant authorities have stepped up efforts to

reach the target of 2.5 million tourists by 2016. This is evident from several promotional
campaigns carried out during 2013. Sri Lanka’s first ever mega joint promotional
campaign, with the involvement of public and private sectors named ‘Get SriLankan’ed’,
was launched in India followed by a high profile media conference as well as Business to
Business meetings across the areas of travel and trade. The main aim of this campaign
was to position Sri Lanka as the most preferred travel destination in emerging markets.

In addition, promotional campaigns were held in Russia and other CIS countries as well as
in emerging high potential markets such as China.

(Sources: World Tourism Organization, IMF Report, the Central Bank of Sri Lanka Annual Report 2013
and the Sri Lanka Tourism Development Authority.)
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+ Goals and Strategies
# Stakeholders

Goals and Strategies

The long term sustainability of the Company is dependent on the goals and strategies
it has in place. At Jetwing Lighthouse, we have clear targets that we pursue to create
sustainable value over the short, medium and long term.

We are focussed on three key goals to achieve operational excellence. Namely,

® To increase occupancy and revenue
® To improve customer satisfaction
® To focus on sustainable initiatives

Our strategies not only focus on the above goals but are set to enhance each and every
aspect of our business whilst delivering value to all our stakeholders.

Stakeholders

Stakeholder Engagement

Conducting business successfully across the Hotel's operations requires constant
engagement and dialogue with our stakeholders. Understanding the impacts and
implications of our enterprise on these groups, both internal and external and how they
think and respond to issues of importance to them is vital to the long-term prosperity and
well-being of both the Hotel and its stakeholder.

We have various mechanisms for engaging with our stakeholders. The table below depicts
the process that was followed by the Hotel on stakeholder engagement and identification
of their concerns:

Stakeholder Process of Engagement and Frequency
Shareholders/ ® Annual General Meeting, which provides an opportunity to
Investors review the past year's performance and engage in discussion

with the management.

® Quarterly financial reports, which provide a review of current
performance during the year.

® \Website, regularly updated.

® FE-mail address, provided for comments and suggestions.
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Stakeholder Process of Engagement and Frequency

Employees ® Comprehensive appraisal system that takes places
bi annually facilitates transparent evaluation, dialogue and
performance based remuneration and reward.

® Training programmes are initiated based on career
development and career progression needs

® Jetwing Sports Day and Jetwing Prathiba our employee talent
show are activities that take place to encourage employee
engagement.

Customers ® A guest satisfaction card system is maintained.

® Regular customer interactions via social media help build and
maintain rapport.

® \Website, regularly updated.

® Jetwing Lighthouse also manages the TripAdvisor page for the
property on a daily basis.

® Guests are educated on the Hotel's commitment to
sustainability via a Green Directory and environmental
messages displayed in each guest room and across the Hotel.

Society e Jetwing Lighthouse is involved in ongoing projects
(Community outreach initiatives) as well as Projects of a one-
off nature (Humanitarian programmes) which are undertaken
regularly to assist the surrounding communities.

Government/ ® Periodic disclosures

Regulatory Bodies ® Participation in relevant associations
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The Duality in Value
Creation

The Duality in Value Creation

This segment of our report highlights the integral aspect of integrated reporting, where
The Lighthouse Hotel PLC’s business model exemplifies the process that transforms the
various forms of capital through its business activities to create value over time.

The Lighthouse Hotel PLC delivers value, both financial and non-financial, to its key
stakeholders in the context of economic, social and environmental aspects within which

it operates. These same stakeholders are of value to us, and they are nurtured and
developed over a period of time. As stores of value, they constitute our stakeholder
capital, and are external to The Lighthouse Hotel PLC; the key components being investor
capital, customer capital, employee capital, social capital and environmental capital.

The Lighthouse Hotel PLC in turn derives value through the dynamic interaction between
the external capital as well as its own internal capital to drive future earnings. The capital
internal to The Lighthouse Hotel PLC comprises financial capital and institutional capital.
The latter includes intellectual property, knowledge, systems, procedures, brand value,
corporate culture, business ethics, integrity and the like.
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The various forms of capital are in a state of flux with flows taking place among them.
The Lighthouse Hotel PLC has access to and makes use of these forms of capital in
creating value for itself (deriving value) and its stakeholders (delivering value) through
its business model. They underscore the dual nature of value creation as depicted in the
above diagram.

We will next review the performance of The Lighthouse Hotel PLC in this context.
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