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et nibontitesudiioliiaEinandiiEiiament %20 e@ema8 pese® 3,234,827 3,283,780
eport on the audit of the Financial Statements 248 me 60ewed Bue®
We have audited the financial statements of Mercantile Investments and Finance PLC (“The Company”), which comprise the statement of financial position as at 31 March 2021, and the gEeQE BOBI® (988’823) (989'859)
statement of profit or loss and statement of comprehensive income, statement of changes in equity and, cash flow statement for the year then ended, and a summary of significant 0260 g8 B0 dec B0 aw gduies D508 gden HB® (136,725) (144,478)
accounting policies and other explanatory information. 6Dus e@emnn® Bued (956,702) (1,013,253)
In our opinion, the accompanying financial statements of the Company give a true and fair view of the financial position of the Company as at 31 March 2021, and of its financial 8o @@g&ggg Bac® 8 / (21018522255_!9; (21’ 114376519908
performance and cashflows for the year then ended in accordance with Sri Lanka Accounting Standards. 8es 65D 8w VAT, NBT & DRLOE@D 650 6@euwg® @wae/(ge@ws) i 19¢, 199,
Bles 6300 @m VAT, NBT &% DRL &g (288,422) (460,859)
&"3555 ﬂ;”’ﬁ';'fo" 5 ; S AT G AT . forth sords arafurtherdoscrbod i he Aug s forth 8> 683D} ®= VAT, NBT & DRL D@D =& cdews® mme/(g@imes) 864,155 675,331
'e conducted our auditin accordance with Sri Lanka Auditing Standards uSs). Our responsibilities under those standards are further described in the Auditor's responsibilities for the ;
audit of the financial statements section of our report. We are independent of the Company in accordance with the Code of Ethics issued by CA Sri Lanka (Code of Ethics) and we have Oon ae» HEs s0elde s/ (e@ne) (36"654) 16,459
fulfilled our other ethical responsibilities in accordance with the Code of Ethics. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our g stdP0 656 c@owed® DFS @®s 827,501 691,790
opinion. 20 > Pesd de Bued (213,358) (320,082)
] g = AN 614,143 371,708
Key auditmatters @Bgac? é;éﬁdgs 8/(Sse8)
Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of the financial statements of the current period. These matters were PRIE &
addressed in the context of our audit of the financial statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on these matters. For each matter g€ MEEEY 5 VGO 6B NGO HILBDOHG ne Ea gernd SEHOH
below, our description of how our audit addressed the matteris provided in that context. ep@mﬁ/(ﬁm.:@)
Bpgn® Bos Hod® e D8» eDprete Dlxmed® edxntind® - -
We have fulfiled the responsibilities described in the Auditor's responsibilities for the audit of the financial statements section of our repert, including in relation to these matters. EF@? ﬁn@@@meﬁ 58 @®E 59 e s50bBmoms B B Jgennd DSHG6EH
Accordingly, our auditincluded the performance of procedures designed to respond to our assessment of the risks of material misstatement of the financial statements. The results of our 8/(5se®) R _
auditprocedures, including the procedures performed to address the matters below, provide the basis for our audit opinion on the accompanying financial statements. PG &
FoE MEEGS 58 EIWGE) 58 gEINGD SHDLBmOEG conne genns JSHBGE
Key audit matters specific to Company 8/ (Beed)
genns eS80 on® Hom) §es genicndE o D0mwed dxeid® 556,625 (251,709)
Key Audit Matter How our audit addressed the matter @E‘D &0 6@RBEOE sonem gEduned @D 6dpe 213,337 301,201
908 65m emia®da Homnnn® aSdhrns Bew) Deldn De Drozd 39,850 (84,336)
Impairment allowance for loans & receivables and lease rentals receivabl We d the alignment of the Company's expected credit loss computations and PG 8Heddp edns De3&oen ene® emlde (LA dg) 11,092 (15,815)
&hire purchase. yndedying methodolqu with the requirements of SLFRS 9 with lconsit}eralion gf COVID 19 5@d enbemiBn e B me®menm @n/ (§@me) (39,609) 22339
As described in Note(s) 23 to 25, impairment allowance on such financial assets Idn;f: gﬁ):{n rde;;?:‘tgjuHrr:aduudsi:grgizzirr‘es:;tcjlizeei gl;l:hneg:f;;z::vﬁs‘fz\l‘g\t&?;amn iz DEEED @3;'%03 Cle 8@%@@ @cde Q%GE@SE)M > a0 15,805 (13,104)
carried at amortised cost is determined in accordance with Sri Lanka Accounting JOE DECEA 58 @WE0 BB EINE0 & DOMNE CIMDE G goamd
Standard—SLFRS 9 Financial Instruments ® We evaluated the design and implementation of controls over estimation of impairment, B88068n 8/ (Bse8) 797,100 (41,423)
which included assessing the level of oversight, review and approval of provision for
This was a key audit matter due to: creditimpairment policies and procedures by the Board and management. Sban arw edad BdSok m@m@/(ﬁmg&) (Qéa g) 104,100 (41,423)
® We assessed the completeness and relevance of the underlying information used in the Obacs scx 80 SS8bé es®/(Bued) (Ed dg) 1,411,243 330,285
e materiality of the reported impairment allowance which involved complex impairment calculations; Our procedures included emmOem0 gutBd8
calculations; and o evaluating whether the underlying historical information was up to the reporting date
® the degree of assumptions, judgements and estimation uncertainty o testing the accuracy ofunderlying calculations. en@as emOsmO §dm @55@ (e.) 204.31 123.66
associated with the calculations o checking the completeness and accuracy of the underlying data used in the en@ws emdend B 9uid8 (5e.) 204.31 123.66
computations by agreeing significant details to source documents and accounting 2@ms eandend @mem (6t.) - 20.00
Key areas of significant judgements, estimates and assumptions used by records of the Company
management in the assessment of the impairment allowance included the ® As relevant, we assessed the reasonableness of the basis for and data used by
following; management to determine overlays in consideration of the probable effects of the COVID :
-19 pandemic including the provisions that were made by the Company with a particular @@B 5]55556 QJGBCS
- the probable impacts of COVID-19 and related industry responses (e.g. focus on the impact of COVID-19.on high risk industries
government stimulus packages and debt moratorium relief measures ® Wealso considered the reasonableness of macro-economic factors used by comparing &by 31 800 20,21 20?“
granted by the Company); and them with publicly available data and information sources. Qur considerations included (6e. '000) (ce. '000)
- forward-looking macroeconomic factors, including developing and evaluating assumptions and estimates made by management, forward-looking 038
incorporating macroeconomic scenarios, given the wide range of potential information used, and weightages assigned to possible economic scenarios.
economic outcomes and probable impacts from COVID-19 that may impact 8@ o® fcd eéhmem 1,916,905 1,813,985
future expected credit losses. We assessed the adequacy of the related financial statement disclosures as set out in meen BEDIED Doy HOm e HIEng 77.139 282 359
note(s), 23 to 25 of the financial statements. 8Es ek - FVOC! (gtmBe) 4 138!128 2 682=898
IT systems and controls relevant to financial reporting Our audit procedures included the following; Eos epeied®m - FVPL 51,248 -
The G ok 1T svet - ; We selocted IT [ Undel_l{sland.ingtThes:ecurilymuniturirwtgproceduresoverlTsyslams relevantto financial DOSen BHOn 0SS 0 656 QD0 @ 68 14,867,319 17,407,591
sysoms and convolsevant ol opaig sakey ewimater o : B Qedee 800w cOes @de g Bes of 8 14,221,461 13,746,155
® Understanding and evaluating the design and operating effectiveness of key wosies 8O0 cles @ide trn 0 Bdamiwd 649,860 1,605,426
®  The Company's financial reporting process being heavily dependent on automated, IT dependent and manual controls implemented by management over Bos menits - FVOC! (gomn&m) 70,427 70,427
information derived fromits IT systems and generation of multiple system reports and gathering of required information in 605 Bes OFHE 423,949 438 638
calculating the significantinformation for financial statements disclosures BEIBED 8’700 9'540
®  Keyfinancial statement disclosures involving the use of multiple system — . !
generated reports and calculations there on ®  Checking the source data of the reports used to generate significant disclosures for e Dxind 225,526 45,984
accuracy and completeness @R an @ 79,130 146,042
®  Achangedworking environmentof increased remote access " < i ; e i ; PED sBmBde eenides 1,234,582 1,260,144
[ ssessing the reasonability of management's general ledger reconciliation procedures _
whichincludes cross checking to system reports and source data where relevant peciss dwd® 237,381 246,166
eloE BboD o comden 3,279,866 3,105,781
Impact of moratoriums and other relief measures on recognition of interest Ouraudit procedures (amongst others) included the following; nDHD BYed® gBSn0 v OId® 180,357 223,255
ineome ®  We gained an understanding of the process adopted by the Company to grant, record oeds ecoe gL 40,039
Moratoriums and other relief measures were granted by the Company to and account for moratoriums and other relief measures provided to customers gieass O5w8 47,299 45,987
customersaffected by the COVID - 19 Pandemic. |80 958 41,749,548 43,171,119
® We assessed the reasonableness of judgements applied by management in RIo-]
]mpad ofr?oratogums ._andmothelr re\iefm;ealsures on éllwe ar(eﬁognilio% of interest deéert;nir;_inlg wl;grthe{ moraloriulmf amdl other re\itef lmeasures hav‘e Lesg\tec_jrhiln Doty FBNO 86,451 86,567
income on loans & receivables, lease rentals receivable & hire purchase was a substantial modifications or not, to customer contracts, on a sample basis. This
key audit matter due to: included evaluating whether interest income on modified contracts have been 08aien Bo8us cled mbeniBn awbon 23,060,274 22,814,923
recognized in line with its accounting policy for interestincome recognition afdes Bbdie cled St mg o comidn sm 6dad éui w88 6,357,692 9,128,983
®  Significant judgments that were applied in determining whether such c0n Gon DeBe 552,252 855,247
moratoriums and other relief measures have resulted in substantial e  Wetested the accuracy of underlying calculations. Our procedures included testing the 5gBdn Q¢ O 742,672 807.835
maodifications or not, to contracts with customers as set outin Note 3.2 (iii) completeness and accuracy of the data used in such calculations, by agreeing to 6Dn5 eSS 82.704 54'865
tothe financial statements source documents and moratorium customer retums, on a sample basis ! J
F SE® endeniBm eS8 322,501 254,385
®  Use of various calculations by management to quantify the impacts of 2@ de Do 235,431 269,986
such rqoratoriums an_d other relief measures on the amount of revenue a® DSBS 31,439,978 34,272,792
recognized for the period 08 HPsHeE Fo8cE
SaNBED PE0®HG 36,000 36,000
Other‘infonna_tiun inc!udedint{\e 20215nn_ua|Rep9r1 ) - ‘ ‘ SDMBEND £305DS 2 589,864 2,325,585
%I;ﬁ;gtfig;malmn consists of the information included in the Annual Repert, other than the financial statements and our auditor's report thereon. Management is responsible for the other OsOEMNEB® sofm 708 796,400 761.400
’ g, 300D 4,086,430 4,086,430
Qur opinion on the financial statements does not cover the other information and we do not express any form of assurance conclusion thereon. G @8 @e5tE® 2,723,183 2,016,150
I tion with dit of the financial stat t: ibility is to read the other informati d, in doi ider whether the other information is materially i istent OC1 woBos el eindsn DOmme 17,693 (327,238)
n connection with our audit of the financial statements, our responsibility is to read the other information and, in doing so, consider whether the other information is materially inconsisten
with the financial statements or our knowledge obtained in the audit or otherwise appears to be materially misstated. If, based on the work we have performed, we conclude that thereisa —gﬂ 608 &8xed qégcé 10,309,570 8,898,327
material misstatement of this other information, we are required to report that fact. We have nothing to reportin this regard. 80 D88 5w emOSntdHes 36823 41,749,548 43,171,119
emDem0 LD D8 (6t) 3,430 2,960

Responsibilities of management and those charged with governance for the financial statements
Management is responsible for the preparation of financial statements that give a true and fair view in accordance with Sri Lanka Accounting Standards, and for such internal control as
management determines is necessary to enable the preparation of financial statements that are free from material misstatement, whether due to fraud or error. sndn 568

2007 gow 07 2680 e381mB eswen glenmeesio aamed 60 §en gmie Bfene @0 g 0 88 andn mo8.
In preparing the financial statements, management is responsible for assessing the Company's ability to continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless management either intends to liquidate the Company or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Company's financial reporting process. €D ezeind
stha Ges Beihd/esdd enBrmBdamd
Auditor's responsibilities for the audit of the financial statements e = Hoes DOsE
Qur objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material misstatement, whether due to fraud or error, and to issue an 2021 gc@és @géma%g%cg ggg%m Sgai ) ég?@)ga B 560 andn oo EF. BEs HmeS BeeriDne B6O e

auditor's report that includes our opinion. Reasonable assurance is a high level of assurance, butis nota guarantee that an audit conducted in accordance with SLAuSs will always detecta Do B BOO sem Dan ¢ Bfae Bao. BHBOEn BEm 60med Hn med,

material misstatement when it exists. %Qf\
- e
¥
Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be expected to influence the economic decisions of users / S L
taken on the basis of these financial statements.
558 8. RF0ED 2BeIE 0. dagbe
As partof an auditin accordance with SLAUSs, we exercise professional judgment and maintain professional skepticism throughout the audit. We also: GBS GBS e s

2021.05.31
®  Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error, design and perform audit procedures responsive to those risks, and

obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement resulting from fraud is higher than for one . \
resulting fromerror, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control. g 3
BNH MOG DD TOGH

®  Obtainan understanding of internal control relevant to the auditin order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing

an opinion on the effectiveness ofthe internal controls of the Company. B8 31.03.2021 ex0 31.03.2020 g0
e  Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related disclosures made by management. 50 S SHENBODINDEG 205 - RICH] 205 - RICH]
‘ ‘ ) ) o ) ) o 1 D2 3006 eHEi®m BEIENTODD) FHEIDEH 15.31% 6.50% 13.56% 6.50%
®  Conclude on the appropriateness of management's use of the going concern basis of accounting and, based on the audit evidence obtained, whether a material uncertainty exists o2 o e 17.07° 10.59 15.259 10.5°
related to events or conditions that may cast significant doubt on the Company's ability to continue as a going concern. If we conclude that a material uncertainty exists, we are 8850 NERD HEFNDE D) EGHODE 07% 5% 25% 5%
required to draw attention in our auditor's report to the related disclosures in the financial statements or, if such disclosures are inadequate, to modify our opinion. Qur conclusions Deen DS gmeon 6D PEiD gd8ed 39.58 10.0% 35.31 10.0%
are based on the audit evidence obtained up to the date of our auditor's report. However, future events or conditions may cause the Company to cease to continue as a going
concern. &0 HEEd @EMESPDeNDG (%)
Evaluate th Il tati truct d content of the fi ial stat ts, including the discl d whether the fi ial stat l& t the underlyi @@&@@@0(& SPRIDE 14.13% 11.69%
L] valuate the overall presentation, structure and content of the financial statements, including the disclosures, and whether the financial statements represent the underlying 0 0
transactions and events ina manner that achieves fair presentation. RERD FEG HIE FEENDE 2.97% 3.22%
BB Nl $XeNDG 60D RERD G o 14.94% 19.23%
e  Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities within the Company to express an opinion on the financial BBence PDGED eI 61.99% 56.66%

statements. We are responsible for the direction, supervision and performance of the audit. We remain solely responsible for our audit opinion.

@®B889¢ (%)

We communicate with those charged with governance regarding, among other matters, the planned scope and timing of the audit and significant audit findings, including any significant 0, 0,

deficienciesininternal control that we identify during our audit. @dﬁ) 658 epeﬁ@@ca 8.16% 9.71%
5o B 98@mn 1.98% 1.60%

We also providg those charged .with governance with a statement that we have complied with ethical reqqirements in accordance with the Code of Ethics regarding independence, and to 8858 0o Q@@Jfﬁ)(ﬂ 5.96% 4.18%

communicate with them all relationships and other matters that may reasonably be thought to bear on ourindependence, and where applicable, related safeguards. " "
eIn® B BHOIG ®eIDG 72.34% 69.23%

From the matters communicated with those charged with governance, we determine those matters that were of most significance in the audit of the financial statements of the current g&&@zmé)ﬁ (%)

period and are therefore the key audit matters. We describe these matters in our auditor's report unless law or regulation precludes public disclosure about the matter or when, in extremely

rare circumstances, we determine that a matter should not be communicated in our report because the adverse consequences of doing so would reasonably be expected to outweigh the #Dwso OB D08 tew) sO8n cdBe OTw® gaeHme

public interest benefits of such communication. (er®® 100%) 283.25 264.64
N8O adBed e cdEe DSn® 13.34 11.84

Report on Other Legal and Regulatory Requirements
As required by section 163 (2) of the Companies Act No. 07 of 2007, we have oblained all the information and explanations that were required for the audit and, as far as appears from our el ) emoOnsT
examination, proper accounting records have been keptby the Company.

&N ®EN® 39 39
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