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Report on the audit of the Financial Statements GOPUTE (SLLeRIb) / Lplomhplb (42,134) (484,009)
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 iﬂ: Wﬁ% ﬂé‘?m 3,234,827 3,283,780
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 é;,mﬁ"nﬂu_g]mh Gesvoysselt (988,823) {989,859)
accounting policies and other explanatory information. RO i : 4
unting pofc 1o ryiniormat SihaF Gathaibsaisn wppe vusuM G 2 fiod wign 998 Gupwd ey (136,725) (144,478)
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 genenny BBMABUTLE GlFsvaysmsit (956,702) (1,013,253)
performance and cash flows for the year then ended in accordance with Sri Lanka Accounting Standards. Cuirss QsmABUT.@G Goevamer (2,082,250) (2,147,590)
Basis for apinion B Goremeuse Wmmem eub, eeily, sy aifisensg (Wodwmman Gamipm G Seomib 1,152,577 1,136,190
We conducted our auditin accordance with Sri Lanka Auditing Standards (SLAuSs). Our responsibilities under those standards are further described in the Auditor's responsibilities for the MHs Caemeumsit s auh, slenily, w.syjeisd auf (288,422) (460,859)
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 . i . . L. . A L. .
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 BBE Gravaumstt Wipman aup, swily, womed afiEmsg tdmpmm Gamipm G Semib 864,155 675,331
opinion.
Bofds: FHlomenl Pueuamisaisd Smbstar Gxpfw Eeomunb/ (B Lib) (36,654) 16,459
Key audit matters ” i K B
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 @ﬁ"mﬂ’”"@mﬂd’ Bopz mm&@?&@? (psirammen SeomiLd 827,501 691,790
addressed in the context of our audit of the financial statements as a whole, and in forming our opinion therean, and we do not provide a separate opinion on these matters. For each matter sfids: amotan aif Gl salamsissi (213,358) (320,082)
below, our description of how our audit addressed the matteris provided in that context. SLERIgHBETET GeomLid 614,143 371,708

T i ; ; ; ianlisding’l ' L SIDSIHMSBILYLSTINLSSW sugsLorend [(Geeey)
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 matters. b 7 BLLbden e SBH5055 Mmm?ﬂﬂa{)

Accordingly, our audit included the performance of procedures designed to respond to our assessment of the risks of material misstatement of the financial statements. The results of our DEUMSILIESEEmL DHP CLTHS aGoTS Seorub / (ELLD)

auditprocedures, including the procedures performed to address the matters below, provide the basis for our audit opinion on the accompanying financial statements. @aUlGI alpume B GFThabsier HLTL eless DTHHESEHT _ ~

@eomud / pULSPer Lisant DIBSSBHS STevEsaicy
wpeumESILGSES Somigw BB Grss aubTarSer Geomub / (BLLLD) - -
@eomud / BULSHer Tedrentit 55055 Sreonisefled

Key audit matters specific to Company

Eommei g o oo Bt it om0
@eomub epeuld PAWIwed (waeibhasaie Bwmuwrer waUTen wrHBDrise 556,625 (251,709)
Impairment allowance for loans & receivables and lease rentals receivable We assessed the alignment of the Company's expected credit loss computations and gL rmsh, Stenf el AN G Wam sy wihpid 213,337 301,201
& hire purchase. underlying methodology with the requirements of SLFRS 9 with consideration of COVID 19 S gL miHei, Srewl e wWHUT G Wens ImGUTLOLC L surf 39,850 (84,336)
impacts and related industry responses based on the best available information up to the gl SEenolybhseisn gensny aiflsuten subomel Ukig (Blay eufl) 11,092 (15,815)
Asd_escribed inNoEe(s}E;! 1025,irnpair.mema\lowance_on s.uph ﬁnancialas.sgls date of our report. Our audit procedures included amongst others the following: QUIRLEW BETENID HLOUTE BSTET 2 aueniowmen Ssomuin / BlLD (39,609) 22,339
camedatamnmsedcqshsc_ielen'nmedmaccordancewnhSrlLankaAccountmg ‘ ) ‘ o o o st GaPiu Seomuh WaTar WHGLILOLCL auf 15,805 (13,104)
Standard - SLFRS 9 Financial Instruments @ Wgevglualed the des&gnand|mplemental\on_ofcontr_0\soveresl\mai\onoflmplail[menl, Boomub / BlLsHe Daen SiBS5655 Sremssisd DHOMSILGSS (WIS
‘ ] whm_h\mclqded assessing the level of oversight, review and approval of provision for Sieige Har A o eeTL BSOS (QEMIOLTET auBoTaND / (@eevelamb) 797,100 (41,423)
This was a key audit matter due to: creditimpairment policies and procedures by the Board and management. i @ S b/ (Gesvalamd 797100 (41,423)
o We assessed the completeness and relevance of the underlying information used in the S .m;!)a;rran ( 5@“) gmmﬁmguw«_ﬂ‘rsm_ u" mwm ( b) y L L
® materiality of the reported impairment allowance which involved complex impairmentcalculations; Qur procedures included Syemigharen Curss @zpu) smadosiipsim s aswrab / (Gewalanb) 1,411,243 330,285
calculations; and o evaluatingwhetherthe underlying historical information was up to the reporting date unGsTEBETer FLLTSSLGET
e the degree of assumptions, judgements and estimation uncertainty 0 testing the accuracy of underlying calculations. LnIGsTEioTe SipliumL FUTSSLD (. 204.31 123.66
associated with the calculations o checking the completeness and accuracy of the underlying data used in the URIGETe S BETen BIHs FLUTHBWD (d5.) 204.31 123.66
computations by agreeing significant details to source documents and accounting FUHIe UnIGlsTami s umkiEg @sortun (op.) - 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 BHufuieo FenevemiDd gn. pil]
- 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 ® We also considered the reasonableness of macro-economic factors used by comparing wrJF 31&e0 2_emeTaump 2021 2020
granted by the Company); and them with publicly available data and information sources. Qur considerations included 5. '000 ¢5.'000
- forward-looking macroeconomic factors, including developing and evaluating assumptions and estimates made by management, forward-looking T
incorporating macroeconomic scenarios, given the wide range of potential information used, and weightages assigned to possible ecanomic scenarios. GETSEISSH6 . .
economic outcomes and probable impacts from COVID-19 that may impact HTH WDNID SHTHDG FLOLDTEITENEUSBET 1,916,905 1,813,985
future expected creditlosses. We assessed the adequacy of the related financial statement disclosures as set out in asLa Sjusiey Geaallsd sumidsaiaysion GmUybast 77,139 282,359
note(s), 23 to 25 of the financial statements. BAHulwss upseSGosit - FVOCI @sd (mm Ll L g) 4,138,128 2,682,898
IT systems and controls relevant to financial reporting Our audit procedures included the following; "jﬁ@u;) @ﬁ%@&s‘;ﬂ " FVPL.@E‘) . £ . 14 82%’;;‘2 17 407591
®  Understanding the security monitoring procedures over IT systems relevant to financial 5’"5“_1 gusmsq 60 50 SLAISEBLD 6"(3_5"0 BEHLO o) il
The Company uses multiple IT systems in its operations. We selected IT reporting, given the increase in remote access L FJuaie] BE GHHME abHLSB6T 14,221,461 13,746,155
systems and controls relevant to financial reporting as a key auditmatter due to: sLell Fjume| auTLmEs GaTaiipsed 649,860 1,605,426
e Understanding and evaluating the design and operating effectiveness of key Bduiwed (pseshasn - FVOCI @e0 (sMLUULTSHS) 70,427 70,427
®  The Company's financial reporting process being heavily dependent on automated, IT dependent and manual controls implemented by management over gamanl BHHF QFTssibss 423,949 438,638
information derived fromits IT systems and generation of multiple system reports and gathering of required information in BblLsar 8,700 9,540
) ) ) ‘ ‘ calculating the significant information for financial statements disclosures geneml GETSHEEEE 225,526 45,984
o  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 BLOy sufl Wemeriiy 79,130 146,042
accuracy and completeness Fienand sbusisafleons WwosadH 1,234,582 1,260,144
®  Achangedworking environment ofincreased remote access WHSLE CFThs 237,381 246,166
®  Assessing the reasonability of management's general ledger reconciliation procedures opgeid, GUTIlssT WHIMID 9 L&) sIIHISET 3,279,866 3,105,781
whichincludes cross checking to system reports and source data where relevant LweuT.® o_flenios QFTHsbHsN 180,357 223,255
Impact of moratoriums and other relief measures on recognition of interest Our audit procedures (amongst others) included the following; @g@aﬁ?&a {ae.;ng-,}gu 5 40,270 40,739
Ihcomng QI@Q‘.IE G\sng@:gass‘sm‘ 47,299 45,987
®  We gained an understanding of the process adopted by the Company to grant, record Qurgzss QFTHgibHeN 41,749,548 43,171,119
Moratoriums and other relief measures were granted by the Company to and account formoratoriums and other relief measures provided to customers QumIILEEsit
customers affected by the COVID - 19 Pandemic. ' ‘ ) susid Guosudsiumm 86,451 86,567
Impact of moratoriums and other relief measures on the recognition of interest ¢ :ﬁefan?;?s;mwhgi?ﬂe:eisﬂﬂrr;?(?:;rlﬁzsaz:‘ lggg:rm;?il:f i]p:!:ﬂre:yh:’aenai:m‘e;é :: ) piiimagstlen. ANEOE LAY ERAS DN QIS BaImILL e o o
income on loans & receivables, lease rentals receivable & hirgpurchasmwasa substantial modifications or not, to customer contracts, on a sample basis. This S Sgus‘mgmsrﬂm f’“@r&'&_'”“u' BLG; SHEIBENIOMDILD. GTEnERLLL: &L STHET 6,357,692 9,128,983
key audit matter due to: included evaluating whether interest income on modified contracts have been gsmamu 5‘5'—' Q“"{ﬂ“'—ﬁ*“‘f‘ o 552,252 855,247
recognized inline withits accounting policy for interest income recognition UpGurLiuCL aufll Guirmiiydssi 742,672 807,835
@  Significant judgments that were applied in determining whether such spamenul  Glurmi|sbasit 82,704 54,865
moratoriums and other relief measures have resulted in substantial ®  Wetested the accuracy of underlying calculalion;.Ourpmcedure§includadteslipgtha @UIeYy HEVBTIL B L EISsiT 322,501 254,385
mudiﬁcaﬂons or not, ta contracts with customers as set outin Note 3.2 (iii) completeness and accuracy o_f the data used in such calculatluns._ by agreeing to GBS QUIDILILES ST 235,431 269,986
tothefinancial statements source documents and moratorium customer returns, on a sample basis GuTes GuIpILEEST 31,439,978 34,772,792
®  Use of various calculations by management to quantify the impacts of uBigSTseien Bl
such moratoriums and other relief measures on the amount of revenue SaBULLL  (LPEUSHETLD 36,000 36,000
recognized for the period eI 6 @aibsD 2,589,864 2,325,585
Puglas L gabs Bl 796,400 761,400
Other information included in the 2021 Annual Report Quig) gaibsmEIBN 4,086,430 4,086,430
Other information consists of the information included in the Annual Report, other than the financial statements and our auditor's report thereon. Management s responsible for the other Llg SSHIenaUHBILILL. auBAUTLISE 2,723,183 2,016,150
information. el DIENNSHMBID £ 6N SHF auIBLOTE GHIBSSHe FTHmrem G 77,693 (327,238)
Our apinion on the financial statements does not cover the other information and we do not express any form of assurance conclusion thereon. Qg uki@sTrisde B 10,309,570 8,898,327
Qurgs GuTpIliyEssT wHED urGSTTTEaMET B 41,749,548 43,171,119

In 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 inconsistent . L L
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 there is a uBGsTaihstea Gaflu Gardha Gupwd) (amum) 3,430 2,960
material misstatement of this other information, we are required to report that fact. We have nothing to reportin this regard.

Responsibilities of management and those charged with governance for the financial statements LM'.-"-"@@“;" ) ) ) L. . . . ’ L , X
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 @ Bfsamnyiibmaeset 200710 yemigs 07 @ sbuaise #ULSHNEG simwans surflbsiu’ Garsmen s bral o miBliuGssmGne
management determines is necessary to enable the preparation of financial statements that are free from material misstatement, whether due to fraud or error. @_‘

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 T
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. Gaiur oybzefl
drsren BlAulwes sfsnfl /ipss Gurs Bosomery

Those charged with governance are responsible for overseeing the Company's financial reporting process.

» . " i & 5 DD 115 60 & 5 (6Th & Wb en] FenuGuw Glumpiti.
Auditor's responsibilities for the audit of the financial statements ) o ) %gﬂ;iﬁgﬂ;ﬁé,%sﬁ Qm%ﬁ%ﬂ?Gmgmé 2021 CGuo 313555 Bus@mismTe smdsfesiu La. DHssmppismesmen HbHE
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 fo issue an BamBo Gausiuil. BlLSGHISEbheE HHHMD o e, QUB®HN] FoL STUTS SGLTILLAL (UL g,
auditor's report thatincludes our opinion. Reasonable assurance is a high level of assurance, butis not a guarantee that an audit conducted in accordance with SLAuSs will always detecta

material misstatement when it exists.
. e
/ Coee

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.

Glegml’ of. speviméel Gagiiosh 678 spuigh,fui
As part ofan auditin accordance with SLAuSs, we exercise professional judgmentand maintain professional skepticism throughout the audit. We also: Eﬁjlg{;ﬂg‘u 2@‘“‘5@‘;‘"5 B Quibgamy

® |dentifyand 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

abtain 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 . « o _» . . . o
resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control. 6155613 ([HH HLILIL L @B’)&;‘LU elFWeTDD (HIBTL 195HaMT

@  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 purpose of expressing afl_unb 2021 wnijd 3lib mgwey | 2020 wris b FsFueTp
an opinion on the effectiveness ofthe internal controls of the Company. " - N " -
QUBGPBUILBSSHN o el BuTGeno 2_gmienio Capemanuneng) 2_GWIenLD BxmauLmang
@  Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related disclosures made by management. SRS 1 cpesar Gurgen aildlsin 15.31% 6.50% 13.56% 6.50%
. . . . o . . ) . Gurdg cpsuser Guiseny aldsin 17.07% 10.5% 15.25% 10.5%
e  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 LG e e E A eldai 39.58 10.0% 35.31 10.0%
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 oAl GUTHIIYSSEREETE 1psogan Figu gio : ot : o]
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. Our conclusions SL& QETSHIILC QWIS Syb
(a;gen:ea;ed 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 CUTSsF GELPLLTS SLaisaiar aldsn 14.13% 11.69%
’ Bappiw GowhuLtd sLsiiseie sl s 2.97% 3.22%
e  Evaluate the overall presentation, structure and content of the financial statements, including the disclosures, and whether the financial statements represent the underlying emlolLl eLpeudent el BssHiETer GHPu GFEuBLLTS SLeisels aldsn 14.94% 19.23%
transactions and events in a manner that achieves fair presentation. QBIHG LTHSTI alHb 61.99% 56.66%
®  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 BOTUSSHEIENLD
statements. We are responsible for the direction, supervision and performance of the audit. We remain solely responsible for our audit opinion. Gapiwu eully @eomud 8.16% 9.71%
—— ; i
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 G'&fng’g‘la’g’m LS'CB”E’HT AU . 1.98% 1.60%
deficiencies ininternal control that we identify during our audit. UGG TenD (Lpe0genld SHTeN  au(heuml 5.96% 4.18%
auBLOTaSHHDETe GlFevs| alld s 72.34% 69.23%
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 independence, and to —
communicate with them all relationships and other matters that may reasonably be thought to bear on our independence, and where applicable, related safeguards. Byeubseaienio . . . ey
Bapemsuimen Hyaus GITHSHIBEDHSTN Benl bodHHHD
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 HyauF LFTHE (HophSUL Fb 100%) 283.25 264.64
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 Gousiiaurd HALSHDETR HrasF CaTssimbse 13.34 11.84
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 - - -
publicinterest benefits of such communication allgh@hTeNS HHaIeOEET
Henanbariell etenent|Bans 39 39
Report on Other Legal and Regulatory Requirements i i
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 appears from our Gouaiflounil QarBoHL 6 SO sy i“ﬁ"‘ﬂ—fﬁ”@ ”.5].@‘; ﬂﬂ]lﬂfm 555_”';‘5"@ @.‘57 @Dﬁlﬂfm
examination, proper accounting records have been kept by the Company. wHOIEG O sraisg wHIEG L syaiaEg
BBB-(lka) (wewm GmrdE) BBB-(lka) (wemp GmroHE)
CASri Lanka membership number of the engagement partner responsible for signing this independent auditor's reportis 2440.
& Q 2_paiuBH e
W/ &G emaGuWnTiudl’ Heen Giotsaism sd BeGaisol Gusr sn s’ Nsnsien dsis0d @en lgsren Bld ofand, Hd Busesn],
: et Gub@Ee) wnHmid Gemmigaiiiy SIsVeUs0FTSe T HmissT gnl Lirs siaibsuaisunsnn 2 mSliubBHsidaGnm.
07 June 2021 (=1) Cun@iini' L sapmisser Bomsmas whHHW aumdulams uflibgmrssiu L ugand wOHDID usnalen s hIGEHL 6T
Colombo Bammds Gasiaud alssdla swrfssiul Garemer.

() BEompmsseis) SILRSWETT SHaEHHT SENssTLe GouwiulLamea  aad (GBI Oul pmBSTEmOLL,
2 _fobGuhm HFHé swusaisaisas sanssTuisy Qauwiurg BHulws sgapnssafelmba NN505HESSUULLaULTGLD.
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