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Message of the Minister

It is with great pleasure I wish to convey my sincere good wishes to 
Lanka Sathosa Limited on its first Annual General Meeting.

Lanka Sathosa Ltd. was born out of a far sighted political decision to ease 
the burden of soaring cost of living by providing essential commodities 
to the consumer public at a reasonable price.

The employees who had lost their employment after the cessation of the "Sathosa Retail 
Limited" have been absorbed to the cadre of Lanka Sathosa Limited, fulfilling one of the 
primary objectives of setting up of the Lanka Sathosa Limited. Further it has set up retail 
outlets throughout the island to market essential food commodities at affordable prices. Thus 
it has won the confidence of the consumer public which has helped Lanka Sathosa to grow 
from strength to strength within a short period of time. Lanka Sathosa has not restricted itself 
only to serve the urban population as most private supermarkets do, therefore it has reached 
the masses in the remote villages. In addressing the burning issue of rising milk powder 
prices, Lanka Sathosa Limited has introduced two brands of milk powder products by the 
name of "Lak Sathosa" and "Candy milk powder" which has compelled the private sector milk 
powder suppliers to rethink to their pricing strategy.

A company which came into being as a brainchild of His Excellency Mahinda Rajapaksa, the 
President of Democratic, Socialist, Republic of Sri Lanka, I thank the Chairman and the Board 
of Directors of Lanka Sathosa Ltd. For their commitment and contribution in fulfilling the 
objectives spelled out in the "Mahinda Chintanaya" for a better Sri Lanka.

I wish them success in their future endeavours.

Bandula Gunawardane

Minister - Trade, Marketing Development, Co-operatives & Consumer Services
Colombo.

23rd June 2008
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Chairman's Review 05 / 06

I as the chairman of Lanka Sathosa Limited have the pleasure and privilege to deliver 
this message and review the performance at this special event Annual General 
Meeting 2005 – 2006, which is the first Annual General Meeting of Lanka Sathosa 
Limited.

Lanka Sathosa Limited was incorporated in October 2005  to carry on the business 
of sale and distribution of essential goods of every description and other commodities to the consumer 
public at an affordable price prices, Lanka Sathosa Ltd has played a vital role in reducing the burden 
of inflation on common people and has secured jobs of Sathosa Retail employees which has relieved 
government of the financial and political stigma. It is not denied by the public that our outlets have 
contributed to their needs as a state entity as promised by "Mahinda Chinthaya" such as opening food 
supply outlets in each village or province, as relevant either by a Lanka Sathosa outlet or a cooperative. 
Lanka Sathosa will strive to become the largest retail network in Sri Lanka and become the most powerful 
and effective arm of the government in curbing inflation in order to make life's of people happy and 
prosperous.

The first Lanka Sathosa outlet was opened in December 2005 in Negambo and subsequently another 8 
outlets were opened bringing the total number of outlets to 9 by the end of the financial year 31 March 
2006.

During the period under review we recorded a turnover of Rs.30.8Mn,which is less the break-even level 
of Rs. 53 Mn. but has now exceeded upon achieved improvements thereafter. The Company had to 
undergo numerous difficulties in sourcing commodities due to previous bad experiences the suppliers 
had a with Cooperative Wholesale Establishment, which led to the non-availability of certain products 
thus contributing to the lower turnover recorded. I emphasise on the reports given by the Heads of 
Departments specially the statements and graphs made by the Finance Division which shows that our 
organization shall excel in near future. Records show a clear improvement during the calendar year 2007 
and upto now.

At present we have 80 outlets as a result of the efforts and commitment of the staff against all the 
challenges and limits envisaged as a state owned organization.

Our mission is to create a competitive Retail Body in the country to provide quality goods at lowest prices. 
I believe Lanka Sathosa Limited as a self managed public company will definitely grow in its performance 
as placed in this book as endorsed by the staff.

Therefore I am of the view that Lanka Sathosa Limited and it s future is bright upon its recorded 
performances.

Nalin Fernando
Chairman
24th May 2008
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Lanka Sathosa Limited

Review of the Human Resources Division for the Annual General Meeting

The Past
Lanka Sathosa Limited, assumed its operations in late December 2005 with a staff of 27 employees having 
the first sales outlet in Negombo. Since then the Company initiated opening of other outlets to maximize the 
steady growth of its Business. The staff taken at the initial stage was the employees who didn't opted for the 
VRS scheme offered by the Sathosa retail Limited, at the time of their closure. Accordingly, we recruited the 
man power only for the need of a particular unit considering the required quality and the number. By this we 
controlled the minimum staff to man each profit centres. Over staffing at our outlets were never allowed.

We initiated a comprehensive performance appraisal scheme that would eliminate the underperformers and 
to keep the best staff from the cadre. The evaluation process covers the initial period of first 3 months and after 
the probationary period of 6 months. At all these stages the evaluation process gives the wide opportunity for 
the employee to communicate and discuss their weak areas and to correct them.

During the first year of our operation we managed to open 47 outlets employing a total of 453 employees and 
on 12th of June 2006, we managed to open 10 retail shops covering the area of Chilaw to Moratuwa.

In year 2007, we managed to have a total of 68 shops employing 605 employees. During the second year 
of our operation we had to introduce fresh employees from outsid e as the number of staff needed for our 
rapid expansion was not merely enough. However, we maintained the total manpower of the Company to 
averaged around 9.10 employees per unit. This number was healthier to maintain as a new business entity 
which commenced with a zero business.

The Present
By the end of March 2008, we managed to open 74 shops and presently we have a total staff of 716 having 
opened 80 outlets. We currently run to distribution centers in Weerawila and Ratnapura and 2 Ware House 
operations that are located in Colombo.

We initiated Staff Training programmer  that covered a total segment of staff especially, the leaders. These 
programmes were designed to deliver subject areas such and team work, attitude development, selling skills 
etc. Many in-house programmes were also conducted in a regional level by our unit Managers such as Finance, 
Operations, Procurement and Human Resources. Our emphasis at these sessions was to establish discipline 
within our staff and the other related operational strategies. These programmes benefited and changed most 
of our staff but we believe in continues training that would bring about a successful operation in the future.

The Future
Since the Human Resources factor of our Company will definitely be the success of its future we have embarked 
on various strategies that would benefit the employees too. One of the future plans will be to have an employee 
welfare fund that would be beneficial for the staff, Further, in early January 2008, we started the annual staff    
get-together for the benefit of the total employees in all levels and categories. This was a highly successful 
event that brought the relationship bond and the team spirit of our staff. Having a happy staff will no doubt 
bring success to its business of Lanka Sathosa in the future.

Priyal Perera
Director HR & Administration

24th June 2008
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Categories with Positions No. in the Position Existing Total Staff
01 General Manager  03
02 Directors  03
 Finance Manager  01
 Director Operations 01
 Director HR & Admn 01
03 Senior Manager  02
 Manager Engineering 01
 Manager Commercial 01
 Manager Operations
04 Middle Manager  03
 Procurement Manager 01
 Accountant 01
 Warehouse Operations Manager 01
 HR & Admn. Manager
 Internal Auditor
05 Junior Manager  09
 Manager Internal Audit 01
 Area Managers 08
 Stores Managers
06 Senior Executives  11
 Assistant Accountant 
 Assistant Procurement Manager 01
 Assistant Manager HR & Admn
 Shop Managers 06
 Assistant Internal Auditor 01
 Technical Officer
 Asst. Warehouse / Stores Manager 03
07 Junior Executives  16
 Accounts Officer 01
 Executive HR & Admn. 03
 Audit Officer
 Personal Assistant / Secretary 02
 Assistant Shop Manager 10
08 Clerical & Allied Grades  139
 Multi Duty Assistants 51
 Accounts Assistant 06
 Audit Assistants 05
 Senior Sales Assistants 54
 M/D cum Sales Assistants 23
09 Sales / Technical Staff  205
 Sales Assistants 203
 Maintenance Assistants 01
 Display / Marketing Assistants 01
10 Stores or Aligned Grades  317
 Stores Assistants 282
 Office Assistant 02
 Driver 01
 Labourers 32

Total No. of Employees in Service as at date 31st May 2008 705

Attachment

Designations at Present & to be Created
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Report on Annual Year 2005/2006

Operation Division

Shops-2006

•	 During	the	year	2006	we	opened	50	Retail	Outlets.

•	 The	Negombo	shop	and	the	Wennappuwa	shop	had	to	be	shifted.	The	 landlords	wanted	the	
buildings used during CWE period.

•	 The	 Dematagoda	 shop,	 Dehiwala	 shop	 and	 Ambalanthota	 shop	 were	 closed.	 The	 landlords	
wanted the buildings. But we couldn't find and alternative place.

•	 Pugoda	was	closed	due	to	it	was	a	loss	making	shop.

•	 We	were	requested	to	open	Veyangoda	and	Dambulla	in	the	Economic	Center.	But	due	to	our	
inability to make profit. We have to close them.

•	 We	were	requested	to	open	a	shop	inside	the	Welisara	budget	shop	complex.	This	shop	also	we	
had to close due to inability to make profit due to price competition.

•	 We	were	requested	to	open	a	wholesale	shop	at	Weeravila	Economic	Center	and	we	are	using	it	
as a distribution center also.

Shops-2007

•	 We	opened	20	Retail	Outlets	in	2007.

Purchases & Sales

Period Total purchases of Provisions, Total sales
 Groceries, Liquor 

Year 2006 651 M. 591Mn.

Year 2007 2032 Mn. 2204Mn.

Bank Guarantees

•	 In	2006	we	had	as	Bank	Guarantees	Rs.	26,050,000Mn.

•	 In	2007	we	increased	the	Bank	guarantee	to	28,550,000Mn.

•	 Supplier	confidence	has	grown	and	though	we	have		the	credit	facility	for	the	value	of	the	Bank	
Guarantee the suppliers unofficially granted us extended credit period. Our cash flow was not 
achieved as anticipated so there were many days we had to postpone our payments to suppliers 
and due to this we had to face interruption in the supply of major grocery items in our outlets.

•	 Our	cash	flow	needs	to	improve	as	there	were	days		when	we	had	to	postpone	payments	and	
due to this our supply of goods by the suppliers were interrupted and there had been out of 
stock of the major grocery items in the outlets.
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Supply of low price items

•	 The	sale	of	essential	items	when	we	sell	at	the	lowest	price,	we	noted	that	there	was	a	big	draw	
of this specific item. Eg. Milk powder (welfare) packs, Customers come to purchase the lowest 
priced item only and due to this our shop staff had to impose restrictions and conditions 
(unofficially). The customers are drawn to our shops only if our essential items prices are low. 
So we had to endure to source our goods at the lowest possible prices.

Promotions

•	 M/S	Unilevers	and	Fonterra	came	forward	and	sponsored	many	promotions	in	our	outlets.	M/S	
Daintee Marketing Ltd. Provided us with DJ music inside the shops to attract customers. Many 
suppliers like Hemas Marketing. Rekitt Benkiser, Lanka Canneries, Wattawala Teas provided 
us branded offers to enable us to attract customers. We have made use of the suppliers to 
promote our sales inside our outlets.

•	 We	received	bottle	coolers,	Deep	freezers,	Name	Boards,	Price	Boards	etc.	as	donation	from	
Unilever,	Fonterra	Brands,	Elephant	House,	maxies	chicken	etc,	Ceylon	Grain	Elevators	have	
also promised to grant us Deep Freezers.

Sales

•	 We	have	arranged	training	session	to	our	leaders	in	the	shops	to	motivate	them	to	improve	
sales in the outlets.

•	 The	product	range	has	been	increased	to	enable	customer	to	have	a	better	choice.

•	 Area	Managers	have	been	given	tasks	to	monitor	sales	and	to	ensure	shops	are	kept	clean.

Liquor

•	 We	 sell	 liquor	 in	 the	 14	 outlets,	 DCSL	 granted	 us	 an	 increase	 in	 their	 credit	 limits	 from																												
Rs. 500,000/- to Rs. 750,000/- from Rs. 750,000/- to Rs. 1 Mn. and from 1 Mn. to Rs. 1.5 Mn. they 
are not agreeable to grant us over 15 days credit due to the past dues.

Increase Turnover

•	 The	 turnover	 has	 increased	due	 to	 our	 increase	 in	 the	 number	 of	 shops.	 Currently	 Annual	
Turnover for 2006 Rs. 590 Mn & for 2007 Rs. 2,204 Mn.

Introduction of new Stock Keeping Units

•	 All	 new	 items	 that	 are	 introduced	we	approved	by	a	 committee	headed	by	Chairman.	The	
newly introduced items are shown to Area Managers and on their request only the new items 
are sent to the shops.
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Report on Proposals for Future Developments

1. Shops

•	 It	is	proposed	to	increase	the	number	of	shops	and	to	concentrate	to	open	shops	in	the	Western	
Province.

•	 The	new	shops	to	be	Opened	to	appear	like	of	Super	Market	types	and	to	get	the	landlords	to	do	
the necessary renovations like floor files and glass paneling etc.

•	 The	main	aim	is	to	attract	the	younger	generation	and	the	newly	married	couples	to	come	to	our	
shops.

•	 To	change	the	mind	concept	of	younger		generation	that	Lanka	Sathosa		is	equivalent	to	cargills	
and that we provide quality goods at a reasonable price.

•	 To	obtain	assistance	from	big	organization	like	Fonterra,	Unilivers	to	improve	the	outlook	and	
lightings inside our shop with fixing of Gondolas extra.

•	 Main	aim	is	to	introduces	the	point	of	sale	machines	and	to	give	the	customers'	a	detail	bill.

2. Sale

•	 TO	improves	sale	 in	the	outlets	to	motivate	the	workers	and	to	train	them	to	give	priority	 for	
sale and prevent wastages. To negotiate with suppliers to sponsor promotional activities in our 

shops. Shop employees to be trained to be efficient to provide a clean and friendly environment.

3. Liquer

•	 We	are	exploring	 the	possibility	 to	outsource	 the	14	nos.	of	 liquor	outlets.	This	will	provide	a	
better outlook to our retail outlets and the product range of items can be increased, there by 
attract all levels of customers to our outlets.

4. Increase turnover

•	 To	 increase	 the	 turnover	 of	 the	 outlets	 by	 fixing	 targets	 which	 are	 achievable	 and	 to	 fix	
responsibility on the Area Managers to achieve the target to assist the shops by requesting for 
procurement of fast moving items and to ensure that shops do not go out of stock of essential 
items. Ensure the distribution of goods is done efficiency.

5. To reduce unnecessary expenditure.

•	 To	Monitor	the	cost	incurred	due	to	overtime	and	minimize	the	same.

•	 Shops	to	be	noteful	about	their	expenditure,	by	minimizing	the	use	of	telephone	electricity		&	
water. 
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Strategies for future Improvements 

Lanka Sathosa Limited

Operation Strategy

•	 Widening	the	product	range.

•	 Efficiency	in	stock	movement.

•	 Relocate	the	loss	making	outlets.

•	 Modernizing	&	developing	existing	outlets.

•	 Improve	the	quality	and	customer	service.

•	 Increase	the	market	share	by	being	a	wide	spread	retail	arm.

•	 Improve	in	logistics	–	Supplier,	transportation,	warehouse	&	distribution.

•	 Systems	and	procedure	to	be	put	in	place.

•	 Capturing	the	high-end	market	and	widening	the	product	range.

•	 Introducing	our	own	brands.

•	 Enter	into	strategic	alliance	with	new	business	models.

(Mrs.) V. Wijetilleke

Director Operation 

24th June 2008
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Report on the Financial Performance of Lanka Sathosa Limited

In the year  2007 December Lanka Sathosa Ltd recorded a profit of over Rs. 16 Million which was 
almost enough to offset the operating loss of Rs.17M made during the year 2006 as per the draft 
accounts. During the year 2006 we recorded a revenue of Rs 590M and increased the a revenue by 
more then two folds to achieve a turnover of Rs.2,204M during the which could be a considered 
excellent by any Standards.

All figures in "000"

Month 2006 2007

 Sale Profit/(Loss) Sale Profit/(Loss)

January 3,809 (1,489) 102,364 833

February 10,674 (1,580) 100,641 (2,049)

March 15,439 (391) 128,566 (5,051)

April 21,824 (1,573) 205,645 5,642

May 17,182 (2,527) 100,513 (1,785)

June 27,145 (1,774) 152,553 1,291

July 46,092 (1,079) 186,057 2,092

August 56,241 (801) 214,770 1,314

September 73,462 (3,686) 221,028 1,243

October 85,470 (410) 217,611 4,221

November 90,670 (2,649) 261,237 4,112

December 142,574 (334) 313,361 4,996

Total 590,582 (17,625) 2,204,346 16,859

At the commencement of year 2006 Lanka Sthosa Ltd had only five (5)Outlets and during the year 
45 new outlets were opened making it 50 by the end of December 06 and another 18 outlets  were 
opened during year of 2007 and another 10 outlets were opened in 2008 bringing the total number 
of outlets to 78.

The average turnover per outlets has increased from 2.8M in 2006 to 4.6M in 2007 which is a 60% 
increase over the last year.
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District of Colombo contribute to approximately 30% of sales while Gampha District stands 
second with 15% and Rathnapura, Badulla, Kaluthara, and Puttalam  contribute about 7% each. 
It is evident from above figures that majority of sales are derived from the Western Province 
hence more outlets should be opened and the existing outlets should be upgraded to attract 
more sales.

Average stock per outlets has increased from Rs. 2M to Rs. 4M yet the average stock turnover days 
have come down from 81 to 27 which is a greater achievement.

When opening new outlets the company has to spend at least Rs. 5M out of which Rs. 4M for 
the stock and Rs.1M as capital expenditure. During the year 2007 we received Rs. 64M from the 
government and opened 18 new outlets thus the company had to pump in the additional funds 
required leading to difficulties in the cash flow, hence it is recommended that the government 
facilitate the setting up of new outlets. 

Finance Team
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Message by the Secretary to the Board




