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DPL is a fully integrated rubber glove manufacturer that produces
a continuing stream of high value new product innovations in
protective hand wear. These have clearly differentiated us in the
world market as a leading supplier of natural and synthetic
latex based domestic, industrial and medical gloves.
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Review of Value Drivers

Where does true value lie?

The recent world economic crisis has triggered much soul-searching
among corporate boards, managers and management gurus. In the
aftermath of collapsed financial markets and spectacular failures on
Wall Street and elsewhere, questions are raised as to whether the years
old paradigm of market measured success still holds good.

Whether a company'’s share price is in fact the true and equitable
measure of corporate achievement, many deemed it to be? Have
companies around the world failed other stakeholders such as
customers, employees and communities they operate in, by opting for
market-led success at the expense of other values and priorities?

Roger Martin, Dean of the University of Toronto’s Rotman School
of Management calls the primacy of Shareholder value ‘a tragically
flawed premise’ and calls for a move to ‘customer driven capitalism.
We go further...

Value is integral

We believe in creating value to all our stakeholders beyond those
determined by conventional measures of corporate performance such
as share price, turnover, profits, etc., which are not always exhaustive
indicators of the value we create.

We define several more parameters of value which are also
indicators of business fundamentals and measures of quality. They are
not particularly unconventional or controversial. These measures too
are driven by factors such as market position, brand image, the product
range and quality in addition to product development capabilities,
productivity, capacity utilisation, etc., eventually extending to
relationships built with customers, suppliers and other business
partners. A stringent assessment of these factors will illustrate how
value is integral to everything we are engaged in at DPL. A detailed
analysis is not possible in a document such as this but it may be
worthwhile to briefly deal with a few of these key value drivers.
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Review of Value Drivers

Market position and brand image

We are an unusual Company, one of the few in Sri Lanka that
combines local ownership with global market presence. Our hand
protection business competes in the international arena and does so,
very successfully. In the world market, DPL is clearly identified and
differentiated as a leading provider of natural and synthetic latex-
based domestic, industrial and medical gloves. Our share of the world
non-medical latex glove market is near 5 percent, making us one of the
global leaders in the industry. Our gloves are sold across the globe,
from Canada in the north to Chile in the south and from Spain in the
west to Japan in the east. Under half our sales is in Europe, over a
quarter in the Americas, whilst the rest of the world accounts for the
remainder.

We are regarded as a reliable supplier of high quality products at
affordable prices.

Product range and quality
DPL's Hand Protection sector serves all three major glove market
segments.

Our consumer range extends from general purpose household
gloves to heavy duty gloves for DIY and outdoor use and includes
special products such as natural latex free styles for wearers with
sensitive skin. They are available both in our own Palmrite brand and
under many internationally reputed labels.

Our occupational range covers a wide array of products meant
to provide protection against mechanical, chemical, electrical
and microbiological hazards encountered under diverse work
environments.
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Review of Value Drivers

Our medical range is relatively narrow given the short time span
since we entered this market segment. It is steadily gathering wide
acceptance in the healthcare industry and poised to grow rapidly.

Glove category Styles Versions
Unsupported 57 171
Supported - seamless 17 21
Supported - cut & sewn 15 23
Electrical insulation 4 24

We are renowned for quality as reflected in the list of customers
we do business with and the faith they place in us. Our products
are tested and certified against many international standards. The
manufacturing processes that deliver them are in compliance with
several globally accepted systems certifications.

Systems Certi cations Product Certi cations
Pty ing e 5
N7 P @) C€E RAL
Mt - e Sl
150 9001:2008 IS0 14001:2000  Retail Supplier 150 13485:2003 CE Certifications RAL Certification
Certification Certification Certification Certification under European from German Institute
from SLSI from SLSI from SGS for Medical Products Directive for Quality Assurance

& Certification

Production resources and product development capability

DPL has production capacity to meet the growth in demand that

will surely follow the global economic recovery. We continually
invest in upgrading manufacturing infrastructure and technology

to incorporate features that assure consistent product quality. They
include use of robotics and computer interfaces that ensure precision
dipping and stringent maintenance of process parameters. We
constantly search for ways to incorporate greater manufacturing
flexibility to meet increasing and varying customer demands.

We pioneered manufacture of hand protection wear in Sri Lanka
and have grown from a small producer to a global leader. The complex
range of value added products which our R&D teams regularly
introduce to our range is what sets us apart from the commodity end
of the industry. For over two decades, we have laid the groundwork
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Review of Value Drivers

for new product introductions by heavily investing on research and
development, thereby creating a stream of innovations in protective
hand wear. Our efforts to provide solutions in hand protection
originates from a well equipped R&D facility staffed by university
qualified chemists including those with Masters and Doctoral degrees
supported by engineers and technicians.

Functional Analysis of our 292 Executives

Function No. of Executives Function No. of Executives
General Management 42 Finance 26
Production 80 Marketing 28
R&D 15 Information Technology 11
Engineering 34 Plantations 56

Customer, supplier and other relationships

The most recent customer satisfaction survey designed to understand
their expectations and perceptions of DPL covered 60 percent of our
clientele. The results, as we expected were very satisfying. We intend
to address the gaps identified by the survey to further improve the
satisfaction quotient.

Customers who accounted for 59% of the annual volume sold
responded to the survey. Survey parameters were; product range,
product information and technical support, shortness of lead-times,
timely and complete shipment, price support, packaging/presentation,
effective resolution of complaints, responses to inquiries, promotional
material, documentations related to shipments, customer relationship
and general attitude of DPL.

Satisfaction quotient (%) Customers won and lost in 2009/10
2008 62.2 Won 15
2009 73.0 Lost 08

Consistent quality of products and reliability of service are at the
root of our customer relationships. Most of our customers have dealt
with us for many years, 80 percent of them over a decade. We still have
in the books our first 2 customers.
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Review of Value Drivers

We have also built lasting and mutually rewarding partnerships with
our suppliers of goods and services. To business partners, suppliers and
investors, our reputation is one of a reliable collaborator, a trustworthy
paymaster and a responsible custodian.

Average length of relationship

Category No. of Suppliers Over 20 Years 10-20 Years Below 10 Years
Latex
Natural 3,041 800 850 1,391
Synthetic 4 2 2 -
Chemicals 83 20 15 48
Liners 5 - 3 2
Packing Materials 42 4 10 28
Fertilizer 4 - - 4
3,179 826 880 1,473
26% 28% 46%

Stakeholders' value is synergetic

Charts which show Group’s turnover, profits and those attributable to
the shareholders for the five years to 2010 will illustrate that we have
consistently created value for our shareholders.

We have always regarded shareholder value as intrinsic to the larger
value proposition of DPL. We increase Shareholder value by focusing
on our business, building market share by better serving our customers
and increasing profitability while adding value to everything else,

we associate with. We recognise that other stakeholders primarily
customers, employees, suppliers, bankers and the communities in
which we operate too have a justifiable stake in the value.

Our customer focus is in fact written into the Group’s Mission
Statement which begins as follows:

‘DPL strives to be the preferred global hand protection provider...

Implicit in this mission is the primary concern for our customers,
made explicit in our Quality Policy:

‘Our policy is to understand our customers' requirements and meet them by
supplying products that consistently satisfy their expectations. ...
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Review of Value Drivers

We have followed the premise that provided a business does not define
its stakeholder group too broadly; its own existence at the focus of
their mutual concerns can assure a broad commonality of interest
among different stakeholders, even when they are at times opposed

to one another. By identifying and leveraging these mutual

interests, we build value for one stakeholder group by creating

it for another. For instance, we serve our shareholders by servicing

our customers better.

Nothing detracts us from our commitment to profitability and
business success. We do not intend to plough shareholders’ profits into
corporate social responsibility projects that offer no synergies with our
business priorities. We will however, seek out opportunities such as the
‘Firstlight’ initiative (see box), which gave the world its first fair trade
rubber gloves. This novel programme prompted INSEAD, the French
graduate business school to choose it as a case study of a supply-chain
initiative that combines fair trade practices with sustainable sourcing.
It has also been the subject of a study by the Fairtrade Foundation,
which is seeking to establish a ‘Fairtrade’ standard for rubber products.
The new standard is likely to be published this year and it will enable
DPL to offer a range of fully-accredited Fairtrade rubber gloves.

________________________________________________________________________

\ / FIRSTLIGHT: DPL GIVES THE WORLD ITS FIRST FAIRTRADE
7 RUBBER GLOVES

\\')/

Firstlight DPL consumes nearly six percent of Sri Lanka'’s rubber production. Bulk of it is supplied by
Tap Into Potential

WE SUPPORT

3,000 smallholder farmers owning, less than two hectares of land. Our relationship with

these farmers goes back over 30 years.

Through the Firstlight initiative which presently covers 30 percent of the supply base, we

Apart from directly paying them a fair price for their produce, we are providing technical
assistance, these farmers so badly need but rarely receive - educating and empowering
them to maximise their income through best practices in planting and field management.
Firstlight also provides implements and input material to protect and augment crops and

invests in building the capacities of their communities.

Based on Firstlight, DPL supplies a ‘Traidcraft’ brand of fair trade rubber gloves

1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
;
are seeking to help these farmers realise their potential. :
1
1
1
1
1
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1
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:
1
to the UK market - probably the first in the world. :

1

________________________________________________________________________
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Review of Value Drivers

‘A Home for Every Plantation Worker’ initiative of KVPL was also
selected as a case study by INSEAD after an exhaustive assessment
across several of our plantations. Moreover, the programme received
citation as a model human rights initiative and a best practice among
UN Global Compact members in the Asia-Pacific region, in addition to
being featured on the CSR Asia web portal as a case study of a model
community development initiative taken by a business enterprise.

We will continue our commitment to this widely acknowledged
programme while uplifting the quality of life of our people.

Protection of the environment and the biodiversity within KVPL's
plantation boundaries will always remain in our focus. In the year under
review with funding assistance from Deutsche Bank, KVPL launched a
forest replanting programme in Halgolla Estate significant for its unique
geological formations and the diversity of its fauna and flora. A study led
by a specialist team from the International Union for the Conservation of
Nature (IUCN) focusing on Halgolla will be launched in the current year.

Programmes such as above are distinct from the ad hoc CSR activities
of many. Such acts offer little or no value to the company that
undertakes them but often erode shareholder value. By contrast, an
initiative such as ‘Firstlight’ enhances shareholder value by reinforcing
the supply chain for our main raw material and creating opportunities
to increase revenue.

A similar concern for stakeholder interest defines our human resource
policy. The mainstay of DPL's leadership position in the industry has
always been its people. Development of their skills to deal with the
challenges ahead is of paramount importance for the sustenance of our
business. To this end, we have restructured our HR Department with new
recruits and have accelerated staff training including overseas exposure.
We have also designed and are implementing many motivational
initiatives to augment employee morale and teamwork.

We have emerged strong, secure and profitable through the recent
economic upheaval. Though our short term actions may be modified or
adapted to deal with the changes in the external environment, they will
always be governed by the tenets of our mission and business philosophy.

We will drive value for all our stakeholders, interpreting shareholder
value more broadly.
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Our value addition over the past decade exceeds Rs. billion

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

Value Addition  1,399.3 1,464.3 1,572.9 1,880.4 2,353.9 2,529.0 3,308.0 3,815.0 4,063.8 4,085.0
(Rs.Mn)

Retained in the business 16% ¥ y ¥
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Rs.000 Rs.000
2009/2010 2008/2009
To Employees as remuneration 2,688,508 2,752,700
To Governments of Sri Lanka & Overseas as taxes 180,837 119,871
To Shareholders as dividends 224,480 179,585
To Lenders of capital 322,394 444,361
Retained in the business 668,756 567,285
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Chairman's Message

Dear Shareholder,

On behalf of the Board of Directors, | take pleasure in presenting the
Annual Report of your Company for the year ended March 31, 2010.

Mr. N G Wickremeratne retired on June 30, 2009 after serving as the
CEO from inception of DPL in 1976 and as its Chairman since January
2007. Mr. Wickremeratne led the growth of the Company from modest
beginnings to be a global leader in hand protection. The leadership

he provided over the years towards DPL's impressive growth is beyond
measure. We owe him a deep sense of gratitude and wish him good
health and happiness in retirement.

Mr. R K Witanachchi retired on March 16, 2010. Mr. Witanachchi
served DPL with dedication and commitment over a period of 15 years
and as an Executive Director from May 2005. We thank him for his
valuable contributions during his association with DPL and wish him
well for the future.

Mr. S C Ganegoda was appointed a Director with effect from
September 1, 2009. Mr. Ganegoda was then the Head of Strategic
Business Development Unit of the Hayleys Group and was subsequently
appointed to the Board of Hayleys PLC as the Finance Director in
October 2009.

The profit before tax of the Group increased by 20 percent to

Rs. 738 million during the year from Rs. 616 million in 2008/2009 while
the consolidated turnover of the Group marginally dropped to

Rs. 11,824 million from Rs. 11,896 million. Hand Protection contributed
the entirety of the profit with Plantation sector ending the year with a
net loss of Rs. 28 million.

The profit attributable to the shareholders of the Company
improved over the previous year by 33 percent to Rs. 481 million from
Rs. 363 million.
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Chairman's Message

DPL’s performance in a year of subdued demand following the global
recession is particularly pleasing because much of it was achieved by
management initiatives such as tighter control of working capital,
closer management of foreign exchange exposure and efforts to
minimise operational cost.

Dipped Products (Thailand) Ltd. (DPTL) continued to remain
profitable following the operations reaching breakeven point in the
last quarter of the previous year. DPTL registered its first year of profit
since commencement and made a worthwhile contribution to the Hand
Protection sector.

ICOGUANTI S.p.A. too made a significantly higher contribution to the
Hand Protection sector.

The Plantation sector was affected by poor commodity prices in
the first quarter, exceptionally adverse weather conditions to both tea
and rubber and an extraordinary wage increase. This combination
of events resulted in the sector posting a loss for the first time since
privatisation in 1995.

The effective tax rate of the Group for the year under review increased
from 18 percent to 23 percent. This was mainly due to the expiry

of full tax holidays of Dipped Products PLC and Venigros (Pvt) Ltd.
from beginning of 2009/2010 financial year. The two companies are
now liable for tax at 15 percent. The increase is despite a reduction

in the effective tax rate of ICOGUANTI S.p.A., Italy from 39 percent in
the previous year to 36 percent. The losses arising from tax exempt
agricultural activities of Kelani Valley Plantations PLC also caused the
rise in the effective tax rate of the Group.

Venigros (Pvt) Ltd. and DPL Plantations (Pvt) Ltd. declared an interim
dividend of Rs. 7.50 per share each whilst Grossart (Pvt) Ltd and
Hanwella Rubber Products Ltd paid Rs. 30/- and Rs. 3.50 per share
respectively. Kelani Valley Plantations PLC paid a dividend of Rs. 1/- per
share and ICOGUANTI distributed Euro 342,872/- as dividend for the
financial year 2008.
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Chairman's Message

Your Company declared an interim dividend of Rs. 1.50 per share in
March 2010 out of tax exempt dividends received from manufacturing
subsidiaries in Sri Lanka. Your Directors now propose a final dividend
of Rs. 2.25 per share, representing a total dividend payout of Rs. 3.75
per share. This being entirely from tax exempt dividends received, will
be free of tax in your hands.

With the recessionary trends receding and the global economic outlook
showing signs of improvement, your Company is gearing to rapidly
enhance the shareholder value. The ongoing capacity expansion of the
medical glove operations in Thailand and the concerted initiatives to
implement lean manufacturing practices should propel DPL to greater
heights in the years ahead.

DPL is continuing the efforts at developing human resources in line
with its projected growth plans. The intensive initiatives directed at
introducing new products plus processes and the persistent efforts to
expand its market reach should also stand in good stead for DPL to
move forward unhindered.

This would be further boosted by the recent purchase of one-
third ownership of Hayleys Plantation Services (Pvt) Ltd. which is the
majority shareholder of Talawakelle Tea Estates PLC.

I wish to thank all employees for their determined and unstinted
efforts in a challenging year like no other, our business partners for
their unfailing support and my colleagues on the Board for their
valuable input and guidance.

LR
—
A M Pandithage

Chairman
May 12,2010
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Managing Director’s Review

Across the globe in 2009, businesses and markets continued to feel the
reverberations of the previous year’s financial turmoil. Most economies
were either slowly bottoming out or beginning to take the first steps
out of the recession. Business and consumer confidence alike

remained low.

Yet in these unpropitious circumstances, DPL continued to remain
profitable and in fact achieved an improved profit before tax of
Rs. 738 million, higher by 20 percent than the Rs. 616 million of last year.
This performance in the face of sluggish market conditions is reassuring.

Turnover from the Hand Protection sector fell by 1 percent to

Rs. 9,377 million from Rs. 9,436 million in the previous year. Revenue
from glove manufacturing activities decreased by 4 percent from

Rs. 6,896 million last year to Rs. 6,645 million. Turnover of Sri Lankan
manufacturing activities declined by 8 percent from Rs. 5,528 million
to Rs. 5,062 million, while the medical-glove operations of Dipped
Products (Thailand) Ltd. grew by 16 percent to Rs. 1,582 million.

Manufacturing operations in Sri Lanka performed creditably well in
the wake of depressed demand following the global recession. Despite
the drop in revenue, Sri Lankan operations registered 36 percent
improvement in profit to Rs. 412 million compared to Rs. 302 million
in 2008/09. Orders declined considerably in the early part of the year
compelling the company to operate only 5 days of the week in April and
May of 2009 before gradually reverting to 24/7 mode as the demand
picked up.

Though by the end of the period under review, export volumes from
Sri Lanka marginally went past the quantities of the previous year,
the demand for higher value industrial gloves remained soft affecting
revenue. The volumes in fabric supported and knitted gloves were
particularly affected.
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Managing Director’s Review

Sri Lankan operations were able to turn in a noteworthy performance
despite unfavourable market conditions, mainly due to tighter control
of working capital resulting in significant reduction in borrowings.
Cost of finance declined by 50 percent during the year, partly helped
by lower cost of funds. Closer management of foreign exchange
exposures also helped.

Rs. ‘000
2006 2007 2008 2009 2010
Working Capital 594,433 553,141 498563 602,866 481,439

Expenditure on energy too contracted substantially following
several measures taken to minimise consumption and cost.

Still in its early phase, efforts focused on Lean Production Systems
yielded encouraging results and contributed remarkably towards
improving operational efficiencies.

Concerted marketing efforts mitigated the drop in volumes. Both
existing and prospective customers numbering forty five were visited
and persuaded to either continue their custom with DPL or to switch
from competition. Over a dozen new customers were added during the
year including some well-known players in Europe, United States and
Australia.

Nine new products and versions were introduced to the range both
at the higher end of the value chain and also to cater to the demand
for lower cost products. The electrician gloves now certified as per
European Norms are being actively promoted in the market. The
nitrile range of gloves were reformulated to perform against a wider
spectrum of chemicals, tested and re-certified so as to meet the
expectations of a broader end user base.

Emphasis placed during the year to provide our customers with
greater attention and care helped to retain them in times of turbulence.
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Managing Director’s Review

We manufactured 5.5 million Kgs of Tea and
3.5 million Kgs of Rubber in 2009/10

3.5Mn
kgs
Rubber
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Managing Director’s Review

The turnaround witnessed at Dipped Products (Thailand) Ltd. in the
last quarter of the previous year continued steadily into the year under
review contributing to the bottom line of the Hand Protection sector
instead of eroding it, as in the past. The rectification of the thermal

oil heaters, introduction of new product variations, enhancement of
operational efficiencies and the addition of new customers made it
possible to reverse the fortunes of the project. The resultant higher
utilisation of capacity enabled DPTL to record its first year of positive
performance in 2009, registering a profit of Rs. 101 million against a
loss of Rs. 159 million in 2008.

The sales income of ICOGUANTI S.p.A. rose by 4 percent to

Rs. 3,154 million from Rs. 3,036 million. Profits improved by 39 percent
to Rs. 258 million as compared to Rs. 185 million in 2008, benefitting
from favourable Euro — US Dollar parity.

The turnover of Kelani Valley Plantations PLC (KVPL) and its
subsidiaries dropped by 8 percent from Rs. 3,109 million to

Rs. 2,860 million. Revenue from tea was similar to the previous year
but rubber earnings declined by 28 percent. KVPL ended the year
with a net loss before tax of Rs. 28 million as opposed to a profit of
Rs. 300 million in the previous season: a drop of 109 percent.

The year began with tea and rubber prices at a three year low and
the recession at its peak. The very poor commodity prices particularly
in the first quarter, compounded by unusually adverse weather
conditions reduced tea and rubber crops by 19 and 14 percent
respectively. Tea production was the lowest in more than a decade as
also reflected in the national output across comparable agro-climatic
regions. Similar crop losses experienced by other major producers such
as Kenya and India resulted in an estimated 80 million kg shortfall in
the global supply in 2009, fuelling a price revival by mid-year.

Mirroring this pattern of decline, rubber too traded below cost at the
beginning of the year. Prices recovered later as economies such as India
and China led the gradual normalisation of industrial activity.
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Managing Director’s Review

An unprecedented 42 percent wage adjustment that became effective
from April 2009, which was almost double that of any previous average
increase, added Rs. 350 million to the sector’s operational expenditure.

Kelani Valley Green Tea was an indirect victim of the downturn in the
black tea market. The recession pushed niche markets in the CIS and
Europe into dormancy causing a near-absence of demand for Oliphant
and Glassaugh manufacturing units till around the end of 2009. The
Company made a nominal profit of Rs. 0.7 million. Nuwara Eliya Instant
Tea (Pvt) Ltd. was in continuous operation during the year with the
output taken by the local buyers. This Company too recorded a modest
pre-tax profit of Rs. 0.7 million.

Kalupahana Power Company registered a profit before tax of
Rs. 6.2 million for the second year in succession improving on the
previous year’s performance by 56 percent, despite a drought-hit first
quarter which impeded power generation.

KVPL's tea marketing associate, Mabroc Teas (Pvt) Ltd. contributed
a modest Rs. 1.9 million to the Group’s profits during the period
consolidated with DPL. The Company is still to recover fully in its major
markets in the ex-Soviet bloc as devaluation of the Rouble against the
US Dollar eroded the purchasing power of customers in the region.

Capital expenditure for the year was confined mainly to re-planting
and the agricultural management of inmature rubber and tea fields
and amounted to Rs. 198 million. Further,

Rs. 42 million was expended on factory and machinery upgrades and
Rs. 58 million on construction of latrines, field and factory rest rooms,
refurbishment of créches and rehabilitation of estate roads undertaken
with assistance of the Plantations Development Project.

As mentioned in the last year’s Report, we see consolidating the
medical glove operations of DPTL as an important area of growth

for the near future. Encouraged by the consistent profitability of our
operations in Thailand for over a year, we have commenced work to
expand the DPTL capacity by 50 percent. The project envisages an
investment of USD 5.6 million funded 30 percent by equity contribution
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Managing Director’s Review

from Dipped Products PLC and the rest by bank borrowings.

The balance sheet of the Company eroded by losses incurred in the
past was also restructured by converting to equity, the cash advances
previously given.

The new production lines will come on stream over a period of
4 months from July to October 2010. The additional capacity will
enable broadening of the product range and greater operational
flexibility and efficiency resulting in higher capacity utilisation and
absorption of overheads. Production of nitrile disposable gloves is
among the first items to be added to the range on completion of the
expansion. As DPTL makes deeper inroads into the medical market, we
will look to quickly enlarge our product offer to the healthcare sector.

The negative impacts of recession still linger. Though industrial
activity is picking up, it will be some time before ‘normality’ returns.
The markets are continuing to seek cheaper alternatives even at the
expense of quality. On the supply side, prices of commodities including
our main raw materials such as rubber and cotton have climbed to
historic highs in recent months, following supply concerns. Price of
synthetic latex is also on the up. The recent weakening of the Euro is
adding to the anxiety of many European customers as their imports
become more expensive.

In this backdrop, embarking on Lean Production Systems is timely and
perhaps the only way to succeed. We are excited at the enthusiasm
and the co-operation displayed by all levels of employees towards this
endeavour. Encouraged by the benefits that accrued thus far from the
first few steps we have taken on our lean journey, we are allocating
more time and resources to move forward with greater conviction.

The cost of energy is an area which has received much attention in
recent times. In addition to further reducing our dependence on fossil
fuel, we have successfully developed formulations for several products
to employ low temperature curing systems. Some formulations are
already in use and we plan in the near term to introduce their use more
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extensively. We are also pursuing other attempts to conserve energy
and reduce its use in our processes. One more production facility is
earmarked to be provided with a biomass heater during the current
year, in addition to securing carbon credits for same.

The seamless coated gloves produced by Texnil have been the most
affected during the past year. It was a challenge to secure adequate
orders at viable prices commensurate with the high quality output of
this production unit. Sales quantities for these products are slowly
returning as economies recover. Meanwhile, feasibility of shifting the
manufacture of this range of products closer to the Venigros factory
is under consideration. This move is expected to bring savings in
manufacturing cost and overheads, thus enabling more competitive
pricing, to expand sales volumes.

We continue to harness the innovative spirit innate in our people.
Development of new products to meet niche end user requirements
and our efforts to enhance the performance and other attributes of the
existing range will sustain the attraction DPL has always afforded its
customers.

The commodity prices, particularly of rubber have risen sharply and
in recent times touched record levels. Tea prices too have recovered
substantially. This revival should augur a healthy performance by
KVPL in the current year

The major Asian economies appear to be on the road to resurgence
and the larger Western consumer markets are also showing hopeful
signs of revival. As oil prices rise, rubber will remain firm while the
improved buying power of oil-producing countries will keep tea
prices upbeat.
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Managing Director’s Review

The substantial worker wage increase of 2009 pushed up operating
costs sharply. This can be offset only by improved productivity. As
wages constitute 60 percent of operational cost, linking a portion of
the wage increase granted in 2009 to a productivity index is a welcome
sign for the future.

DPL Plantations (Pvt) Ltd., the holding company of KVPL, acquired in
April 2010 a third of Hayleys Plantations Services (Pvt) Ltd., the owners
of Talawakelle Tea Estates PLC. TTEL includes some of the best tea
plantations in Sri Lanka which have consistently fetched premium
prices at the Colombo Tea Auctions. This investment will bring together
two of the better plantation companies in the country and open new
avenues to leverage synergies of the two organisations, boosting the
contribution of this sector to the Group.
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J A G Anandarajah
Managing Director
May 12,2010
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