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onfF 31 FEFULST WML BD QUeHIH 2020 2019
. ‘000 . ‘000
Ernst & Young Tel 1494 11 2463500 Qurss auEibTaD 7,610,170 7,638,497
Chartered Accountants Fax Gen :4+94 11 2697369 QI g QIBLOTEIID 7475320 7,436,054
201, De Saram Place Tax :4+94 11 5578180 aully QFsveismd (3,842,380) (3,861,878)
P.O.Box 101 eysl@lk.ey.com GaPll QIlly QIEBLOTEID 3,632,941 3,574,176
BUIIdInq a better Colombo 10 ey.com SLLeW OBBID SHIG QIHLOTEID 82,043 94955
working world Sri Lanka GEPw &l Lewid WHpID FIG AGLOTEID 82,943 94,955
gemell OHTABUTL G eIGBLOTEID 51,906 107,488
Qurgd CsMABUTL G QIBLOTEILD 3,767,790 3,776,619
BW/UM/TW SLE LBEID ugeyBeMeaTed (WLSSILGD Georud / BlLLD (484,009) (681,648)
Caw CFIMOBUILB eUwmBLOTENLD 3,283,780 3,094,971
INDEPENDENT AUDITOR’S REPORT GOl CEmABUI G Gesvellsmissi
SN L GFevaieimiamssit (989,859) (923,352)
TO THE SHAREHOLDERS OF MERCANTILE INVESTMENTS & FINANCE PLC RN . (144478) ©0454)
Report on the audit of the Financial Statements . Qg’"@m_"'”f@ Qgs"emmlwfm (1,013,253) (962,135)
We have audited the financial statements of Mercantile Investments & Finance PLC (“The Company”), which comprise the statement of financial position as at 31 March 2020, oaSE CSTOBUTLG GFsveilemissit (2,147,590) (1,984,982)
and the statement of profit or loss anq‘statement of comprehen;ive income, statement of changes in equity and, cash flow statement for the year then ended, and a Qugid) Gsir afl wHmD HE Creveumst WsTar GHAW HLBOTER
summary of significant accounting policies and other explanatory information. afse aphAu CemPBU.E Geomub / BLLD 1,136,190 1,109,988
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 2020, and of its GupIg Gsit aufl wHEIL BF Crmasst WBsTa CoHAL SIGwre i (460,859) (403,059)
financial performance and cash flows for the year then ended in accordance with Sri Lanka Accounting Standards. L .
Qupiog Gz eufl wpEID HF Brenauser WHmer CHw I (BLomen
Basis for opinion aféeg Uhdu OsmMABUN.G @eomubd / BLLD 675,331 706,929
We conducted our audit in accordance with Sri Lanka Auditing Standards (SLAuSs). Our responsibilities under those standards are further described in the Auditor's QL LT Elpieisumbissit @sotu / @iy 16,459 79,724
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 afls@ siemsd @eomLD 691,791 786,653
Lanka (Code of Ethics) and we have fulfilled our other ethical responsibilities in accordance with the Code of Ethics. We believe that the audit evidence we have obtained is GBI aflsE WhHWT Georun (320,082) (328,580)
sufficient and appropriate to provide a basis for our opinion. afsal Upe By eomub 371,708 458,073
Key audit matters SIpBHS STeoRIEsMsd @eorud / (Gesvaleiib)
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 Qeomub / pLLFe Lsam 26556055 Sremsefed
were 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 EISSILGSSHMmIpU BB GLISS awmoTaHsr @eorLd / (BLLID)
matters. For each matter below, our description of how our audit addressed the matter is provided in that context. amaWiBlL alBusmer Bg Qardhsibaeisn BT alney LOTBBRHIS6T - o
We have fulfilled the responsibilities described in the Auditor’s responsibilities for the audit of the financial statements section of our report, including in relation to these @eomud / pLLSFHe Lsiant 2BHSBHS Hrevmiseisd
matters. Accordingly, our audit included the performance of procedures designed to respond to our assessment of the risks of material misstatement of the financial DENMEILGHS Solgw BB GTss QLTSS @eorb / (BLLLD) - -
statements..The resu\‘ts of our audit procedures, including the procedures performed to address the matters below, provide the basis for our audit opinion on the @worub / prLsHer Ldial SBSE05E5 et
accompanying financial statements. " . P S
ESsILGSS PYWTS Wi CThs BTSN @eomib / (BLLLD)
SlbBhH HIEVEIB6IMe GevTULD cpsvld BN (PpHeSEHATEH HTILOTEN L6 LOTBBEISET (251,709) (276,015)
Key Audit Matter How our audit addressed the matter sligLmisst 165t wHIE s IHGUTOLCL sl 301,201 -
Gl Loy / (BHPEHD): gl B DIHOLILESEM6 6JeneuiL (84,336) -
Imp:?irment aII'owanceforLoans'&receivables, Lease iflouTen suELOTEN LIbiE (15,815) 196,285
receivable & Hire Purchase receivables QUILAW HeiTentd SLLLTE HTen 2 _ewreniowimen @sorud / [BLLLD 22,339 (24,304)
We considered the impairment allowance for Loans & We designed our audit procedures to obtain sufficient appropriate audit evidence on the o amepownen GHElwu @eoruh WBsTer NBGUTLOLCL  suf) (13,104) 10,752
receivables, Lease receivable & Hire Purchase receivables reasonableness of the impairment allowance, these included the following procedures: Qeomuid / prLSHs s BSEEES SrevmESsMed
as a key audit matter. Significant judgments and « We evaluated the design effectiveness of controls over impairment allowance, in the light of the ¥ 2 (41,423) (93,282)
assumptions were used by the management to requirements in SLFRSg9 focusing on the oversight, revievx?amd approval of\mvpa\rmen% policies by the board . e : .
determine the impairment allowance and complex ' g D TIg 6 B : i z
calculations were \'Evo\ved in its estimation. Probsb\e audit committee and management. “{m,lﬂmn m,Lms:"uHsf\ms @@,mw,m"a_’ ®wnmm / ,(Gsf‘)dﬂw) (41,423) R
impacts of COVID -19 outbreak on the economically « We evaluated the model used to calculate impairment allowance to assess its appropriateness. a‘.mLuus @n?&gs‘n N L 330,285 364,791
impacted customers and related: government relief We assessed the completeness and relevance of the underlying information used in the impairment e : :
the ki tions, the higher level of : : ; i ;
2;2:;9&05”(;(3‘»enywaf;%?vpeéo'r;d riatg\airtye;/fethoe calculations by agreeing details to source documents and information in IT systems; Our assessment aw”“@L UH_QBSHGU{@QJ?"W Q'@)LD”“'LDA (U 123.66 15239
amounts reported in  the Company’s financial included evaluating whether the underlying historical information was up to the reporting date. augIelipb® {-’W@&"Wﬂﬂm?”w QUBLOTEID (um) 123.66 15239
statements, underpinned our basis for considering it as a FNHITENT LIRS BSTEN LBIE SeoTub (U 20.00 -

Key Audit Matter.

As at 31 March 2020, Loans & receivables, Lease
receivable & Hire Purchase receivables net of impairment
amounted to Rs.33 Bn. These collectively contributed
76% to the Company's total assets.

» We rechecked the underlying calculations.

« We also considered the reasonableness of macro-economic factors used by comparing them with publicly
available data and information sources. Our considerations included assessing the appropriateness of the
weightages assigned to possible economic scenarios.

« We assessed the adequacy of the related financial statement disclosures as set out in note(s), 23 -25 of the
financial statements

SIMLLILSGBHG6T 2 6ol LsiTealleugmiissit sifleydmenst @nfldalsimen.
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The Note 10 of the financial statements describes the wrfrE 31 gagluied 2019 2018
basis of impairment allowance and assumptions used by . 000 . 000
the management in its calculation. QETHSISS6N
Revaluation of Land & Buildings: Our procedures amongst others included the following specific procedures; LIGWID oB@ID LsiSH&BE& EensamiuTeaisnsl 1,813,985 1,196,226
As(j)fbm‘é\/larch 2?20' tk‘we Company cameéi Te;sé\o\d Ijan » We have assessed the objectivity, competence and capabilities of the external valuer appointed by the SUMIES  EMEULIL |8 61T 282,359 241,376
212 Mn r‘ensiseiivae‘\ryvao?ewaﬁug‘ng‘;‘i-‘o'n o management. B8 WseSBaet - osulniusten alpLmer (alamey BHiremuiss) 2,682,898 2,863,058
recognized through ocl. « We checked the valuation report to obtain an understanding of the work done by the valuer and evaluated BL6GNIB6IT OBBILD 6J6NEUILL T 66T 17,407,591 15,913,287
Fair value was determined by an external valuer engaged the ap»propr\ateness as audit evidence for the recorded valuation of freehold land and buildings in the B GHHHMB suusq&',s‘n . 13,746,155 12,722,875
by the Company. The valuation was significant to our financial statements. SHOUMEWT (WD CISBITETEUCIEY 61 6)b6TT 1,605,426 3,308,315
audit due to the use of estimates in the valuation « We engaged internal specialists to evaluate the appropriateness of the valuation method and price range B WpHesbsst - esulmlysien albumer (alleweo BireulosTs) 70,427 70,427
techniques, and valuation is judgmental and is based on per perch with market data and other key assumptions applied by the external valuer in appraising the value. Bsr Ba CFTHsIbssi 438,638 499,594
certain key assumptions. Given the significance of « tIn addition, we evaluated the overall appropriateness of the related financial statement disclosures in note [QICNINE 9,540 23,231
assumptions associated with the valuation of these P
314. JEMeILl  QFTHFHIBH6T 45,984 96,740
assets we have considered the valuation of freehold land )
and building as a key audit matter. Q’)[D.(ELIITGD.AZ)U_I . 6’@ L 146,042 -
Refer note 31.4 to the financial statements for significant O .aemwul_!asasaﬂLg;gﬁWeu 556 1,260,144 207450
accounting judgements, estimates and assumptions Ws5L6 G 246,166 198,431
related to valuation of freehold land and buildings. CEFTHBHIGHE, CBHTHBEFTMEVHE DBHID 2 LIS UIhIS6IT 3,105,781 2,848,159
Qgrg BT i 223,255 =
Management’s use of significant judgements Our audit procedures included the following; tfng’gﬂ UMWWL@ & flamivaser 40739 41207
relating to the impacts of the evolving COVID-19 We gained derstanding of significant iud " dbyth related o the | Loft &HBMB COF1HDI ' G
pandemic on the Company + We gained an understanding of significant judgements used by the management related to the impact o LeosTTans QFTdgbse 45,987 64,211
Management has assessed the impact of the evolving he COVID-19 pandemic on the business of the Company. QUTEHS CEFTSHEIESsIT 43,171,119 41,354,567
COVID-19 pandemic on its business and financial « We obtained an understanding of the procedures adopted by the management to manage and mitigate the OUTTICILIEEsi
statements of the Company as disclosed in Note (refer to prevailing business interruption which are disclosed in (refer to COVID-19 impact note) L -
COVID-19 impact note 53) oumiss  GLosvglslILBpI 86,567 186,276
i ) . W§ evaluated the sensitivity of the projected gvai\ab\e funding by considering assumed scenarios together aumgdemELITeTTBas GHLL aILidHsT 22,814,923 21,176,433
We considered such management’s assessment in the with reasonable changes to the key assumptions. A DO .
wake of the evolving COVID-19 pandemic as a key audit ) ™ . . ; QUPBIBLILILL. SL6I LSHSIHIB6T DBDID LB SHLciisbsi 9,128,983 8957478
matter, since it involved the use of significant o We \nspected Fhe facility agreements for the Company’s mtergg-bearmg loans and.assessed the Company’s geoeIl 8 OUTDILILIEE6i 855,247 955,246
management judgments and estimates considering compliance with the covenants in understanding the availability of adequate funding. SHBUTMSW oufl GUTBILILEST _ 290,338
future events, C‘fCumeaﬂce_S and impacts on cash flows, « We reviewed the adequacy of the disclosures made in Notes (refer to the judgements, COVID -19 impact and SBOLIT»SW aufl QUITBDILILSE6T 807,835 830,950
based on available information. risk management note) in the financial statements FDRIL GUIDBILILEESST 54,859 46,870
Lhelnatzre oNf the(siggniﬁcagé\aﬁéumpt'\ons \'nvo\ved,)are PUILEULI LIevsiT &L IILTH 254,385 238,112
isclosed in Note (refer to -19 impact note 53) to : . _
the financial statements. GHHMES GG 269,986
Qurhs S QUITEIILESsT 34,272,786 32,681,703
Other information included in the 2020 Annual Report UBIGSTiTSeMer B2
Management is responsible for the other information. The other information comprises the Company’s 2020 annual report is expected to be made available to us after the GUSSIULL PH65H 36,000 36,000
date of this auditor’s report. WBILAIT- B PHIHSE.B B 2,325,585 2,124,535
Our opinion on the financial statements does not cover the other information and we will not express any form of assurance conclusion thereon. gl fHwrer goibs G Bl 761,400 736,400
In connection with our audit of the financial statements, our responsibility is to read the other information identified above when it becomes available and, in doing so, QUTEI QEIBB B B 4,086,430 4,086,430
consider whether the other information is materially inconsistent with the financial statements or our knowledge obtained in the audit, or otherwise appears to be materially maUIBLL elBUmeT @HIHS. B B 2,016,150 1,765,028
misstated. GBI APSOLDTEN [T LDEILIL|EBET (327,238) (75,529)
Responsibilities of management and those charged with governance for the financial statements QurEs URIGSTrEeher B 8,898,327 8,672,864
Management is responsible forthe preparation of financial statements that givea true and fair view in accordance with Sri Lgnka Accouming Standards, and for such internal GIOTEHS QUTEBINILGSET OBEID LIEIGESsH 43,171,119 41,354,567
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.
uBIGsTaBETen HE) QFTHSI (I5) 2,960 2,885

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.
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Auditor’s responsibilities for the audit of the financial statements

Our 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 auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with
SLAuSs will always detect a material misstatement when it exists.

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 taken on the basis of these financial statements. 8b5 B 20ibos HUTiHH0 WHHID MPEGOBEbEEIR GUIBUT® USFOUTSTT FeoL1 gBHSEBTsNEnLD.
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As part of an audit in accordance with SLAUSs, we exercise professional judgment and maintain professional skepticism throughout the audit. We also:

® |dentify 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 from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal G\gurn_ é] @a{erLQ] ererd y Q%‘“,@’ﬂuﬁ
control Biteurs Eid @it 0d GubGe
) Gty
® Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate in the circumstances, but not for the 2020 sgeeir 26

purpose of expressing an opinion on the effectiveness of the internal controls of the Company.

Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related disclosures made by management.
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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 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 required to draw attention in our auditor’s report to the related disclosures in the financial statements or, if such disclosures are g 31b FsHuiled 2020 2019
inadequate, to modify our opinion. Our conclusions 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. Puhgwms Curilu W56
e Evaluate the overall presentation, structure and content of the financial statements, including the disclosures, and whether the financial statements represent the SNQUILIEDL. ApeuBeuid (DIBHG 1 apsopenid) a'000 5,944,032 6,467,552
underlying transactions and events in a manner that achieves fair presentation. QUTHs cpevHer SigliLient, ap'000 6,682,681 7,203,938
e Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities within the Company to express an opinion on @i AL Candmisbseisiniy, (paHul CLTHUW (psuseid elBHD % (GHmBboHls CoHmeuinh 6%) 13.56% 14.98%
the financial statements. We are responsible for the direction, supervision and performance of the audit. We remain solely responsible for our audit opinion. @uT AL CQarsHmibmsieiy, (pHHL CLTHW psuseid 6IHHD cp (GHmBbsLl s CoHmeuiinh 10%) 15.25% 16.69%
Qo g - 651" o OE ST i ‘g @ N 10% 37.98% 40.96%
We communicate with those charged with governance regarding, among other matters, the planned scope and timing of the audit and significant audit findings, including 'D”-i—”-g’ _GM’J”I" (%P-f—” L(? ﬂfﬁ_ SL6eor ¢ S (GHOBHSHLLF ChHemeu i o) o b
any significant deficiencies in internal control that we identify during our audit. Gyﬁﬁﬂﬁﬁﬁﬁm B (559”5@5?“" BILd)
We also provide those charged with governance with a statement that we have complied with ethical requirements in accordance with the Code of Ethics regarding E’m_"‘gu" @;E)!T@U:}IJI_!T (g)[.gusm@assv (SD' U0 4,152,962 3,290,483
independence, and to communicate with them all relationships and other matters that may reasonably be thought to bear on our independence, and where applicable, Ao CEHMABLLT  wpBLTIBISET, % 11.69 9.62
related safeguards. Bxpmlwl QaTPOBLLT (wBuswr elésbd, % 322 299
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 @evrLighGeitento (% )
of the current 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 QUL LY 6T6VEM6V 9.85 10.04
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 QFndhgibmesn oI GE0TLLD 207 244
so would reasonably be expected to outweigh the public interest benefits of such communication. L@ seisn WBamer GeorLib 418 528
Report on Other Legal and Regulatory Requirements QUREIGLEBSSILLL Hyaibseieno (b. 000)
As required by section 163 (2) of the Companies Act No. 07 of 2007, we have obtained all the information and explanations that were required for the audit and, as far as BHEWAUWITE HMBHHLLF CFTHHIHH6MeT CHTend 1,378,630 2,121,837
appears from our examination, proper accounting records have been kept by the Company. Amilsusiien Hreus QFTshEibseilar OHTnSD 3,725,730 3,129,049
CA Sri Lanka membership number of the engagement partner responsible for signing this independent auditor’s report is 2440. BHemeullTen GHmBHSUILF DJF Llenemrumiseilsn GoHTena 1,043,805 1,485,822
@mLLTsvieien SiFF Llensnrmiseer CHTens 1,697,557 1,691,903
Pensias GULLSSM6T SHHaucd
261 flUITH6MN6IT 6160016007 60 SH 1115 1040
HeneTis61Ment 61601601 60 H 39 32
BaFemeu BlewevImIc66i 61600160160 H - 7
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Partners:  W.R.H.Fernando FCA FCMA |R. N. de Saram ACA FCMA | Ms. N. A. De Silva FCA | Ms. Y. A. De Silva FCA | W. R. H. De Silva ACA ACMA B omsms HWIlhsHed LBBID  supkIESHEHHST  CUTBIlmar  GuisssamLsy  @eibeusrdl Gosiad s Llenmsiied  Ls1608]

W.K. B.S. P. Fernando FCA FCMA | Ms. K. R. M. Fernando FCA ACMA | Ms. L. K. H. L. Fonseka FCA | A. P. A. Gunasekara FCA FCMA | A. Herath FCA | BpleueNSHS6 (peTmdHgiaull Lismiliument wBpid B usiiurenfleamsd Smassfasiul@ mablpdhsL LUl Baitens,

D.K. Hul FCAFCMALLB (Lond.) |H. M. A.J inghe FCA FCMA | Ms. A. A. Lud ke FCA FCMA | Ms. G. G. S. Manat FCA

uangamuwa - (or_1 )| ayesing e__ . | Ms udowyke |Ms Afatnga | 1. BB swmfdbsiul Been B wHHW eumdulamed elufldsiul L Lgeld BHBID HEHeNe0bHEaIHIGEDHE BmFalTs

Ms. PV. K. N. Sajeewani FCA | N. M. Sulaiman ACA ACMA | B. E. Wijesuriya FCA FCMA SWTRSBLILL BsiTenE).

Principal: ~ G.B. Goudian ACMA | A. A.J. R. Perera ACA ACMA | T. P. M. Ruberu FCMA FCCA

2. BbaBHlsd 2 66N SHULIL[B6Ten HBeaIeodell B BuleueisHer sambstile] amBBledmba LTdg 1BHSILLLHeULTELD.
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A member firm of Ernst & Young Global Limited

Long-term Financial Institution Rating at BBB-(lka)(negative outlook) by Fitch Ratings

c . . . Lpeled Bgg. eeiim gl
Registered Finance Company under the Finance Business Act no 42 of 2011
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