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Even though the year under review

was mired in challenges and external
impacts that negatively affected

Sri Lanka and the world, our team chose
to focus on the positive and to fortify
ourselves against the uncertainty of the
future. By adapting fluidly to change
and amidst it all, being a constant
assurance for our stakeholders,

we were able to achieve progress while
many faltered. Entrenched in strength,
dynamism and resilience our strategy
of repeated acts of excellence, proved
that our success and standards can

be distilled into a simple mantra;
consistency we trust.
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Our value creation process was driven by the following six capitals utilised by the company;

Business Partners

Executive
Reports

Pages
24 to 33

Regulators

Integrated Management Discussion and Analysis

—

. J

g Financial Wealth: Shareholders’ equity, funding received from clients and borrowings obtained from banks and
. financial intermediaries that are used to support our business
’\ ‘ Alliances: Our strong commercial relationships and the bonds with our stakeholders, including the community and
& the wider society

* m Human Strength: The experienced and skillful workforce that drives our organisation to deliver unique and

KA A competitive products and services, to our customer base

ﬁn Intellect: Our intangible assets that include MI’s brand value, reputation and business know-how

OO Infrastructure: Physical resources that support all our business operations

% Nature: Natural resources that we utilise in our business and the impact we create on them in return
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“ﬁ“ Shareholders: Our equity providers
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other similar regulatory bodies applicable to our industry

@) Society and Environment: The local community and wider society we interact with and the nature
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Our Journey

Our Integrated Report

We present our eighth integrated annual report inclusive of
our performance, evolving strategic business processes and
operational priorities, coupled with integrated thinking, which
enables us to remain strategically-aligned and responsive to
stakeholder concerns. By following the international integrated
reporting framework of the International Integrated Reporting
Council (IIRC), our key stakeholders can peruse concise and
transparent information of our ability to utilise our business
resources efficiently and effectively to create sustainable
value as articulated in our purpose, vision, mission and value
statements.

REPORTING PHILOSOPHY
@ (GRI 102-4, 102-45, 102-46,
102-50 and 102-52)

PERIOD OF REPORTING

Mercantile Investments’ (Ml) Integrated Report is produced and published annually. Our report covers financial and non-financial
information for the financial period commencing from 1st of April 2020 to 31st March 2021 with the comparative figures of previous
years to provide a holistic view to the stakeholders. The significant material concerns after the reporting period, up to the Board
approval date of 31st May 2021, have also been incorporated.

SCOPE AND BOUNDARY

This report covers the primary operations of Ml within local territories, including our business clusters and key support areas. Ml holds a
26.12% stake in Nuwara Eliya Hotels PLC as an associate company and does not operate internationally and has no subsidiary holding
relationships locally or globally.

EXTENT OF REPORTING

The report extends beyond statutory financial reporting and includes commentary on our non-financial performance, our strengths,
weaknesses, opportunities, and approach adopted to manage risks and challenges within our governance framework, which have a
significant influence on our value creation and preservation.

TARGET AUDIENCE

This report is primarily intended to address the information requirements of our investors, including our shareholders and other fund
providers, along with potential investors. Further, the report is one of our information sources for other interested stakeholders, including
our clients, staff, business partners, regulators, society and environmental groups.

8 Mercantile Investments and Finance PLC | Annual Report 2020/21



Our Journey

Our Integrated Report

KEY CONCEPTS
INTEGRATED REPORTING FRAMEWORK
IR Framework Principles As Applied by MI
Stakeholder Relationships We have disclosed our key stakeholders, stakeholder engagement practices and the sustainable
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, relationships we maintained and retained over our value creation journey.
Materiality We exert the principal of materiality in assessing what information is to be included in our
7@ (GRI 102-10,102-48, integrated report. This report focuses on addressing the concerns that materially impact Mercantile
102-49 and 102-51) Investments and its key stakeholders while journeying towards sustainable value creation.

There have been no significant changes to the organisation’s size, structure, ownership during the
reporting year. Whilst no significant changes were observed to the scope, boundary, and reporting
basis since the last reporting date of 31st March 2020, except for the changes in the level of
materiality from last year to this year, no restatements of opening balances have been carried out
during the year.

Strategic Focus and Future We have provided our future growth strategies, integrated business philosophy and prospects

Orientation in tandem with the performance results, set goals and objectives, vision, mission and value
statements.

Connectivity of Information The overall structure of the Integrated Report has been designed in a way that all information
sources are inter-connected and linked through page references, navigation icons and QR codes.

Conciseness The efforts we made to produce a concise report can be seen throughout each section of the

report by providing relevant comprehensive information in a nutshell.

Reliability and Completeness By furnishing reliable and complete financial and non-financial information which has been
extracted and derived from various trustful sources, we ensured the completeness of our Integrated
Report and on its reliability.

Consistency and Whilst ensuring consistency of the information we reported throughout the Integrated Annual
Comparability Report, we have further provided adequate comparable information based on availability.

VALUE CREATION

Value creation is the process of how we leveraged our capitals towards delivering financial and non-financial performance and
optimising value for all stakeholders (output and outcomes). Mercantile Investments’ unique sustainable value creation business process
has been articulated on pages 36 to 37 in tandem with our integrated thinking and decision-making process.

PRECAUTIONARY PRINCIPLE

As a longstanding corporate citizen, we are immensely conscious of direct and indirect impacts of our business operations on the
economy, society and environment and offer products with minimal negative impacts. As we have embedded strategic corporate
sustainability into our business model, our credit lending policies and procedures and risk management practices are aligned with
creating sustainable value for our stakeholders while minimising our indirect negative externalities on the environment.

FORWARD-LOOKING STATEMENTS

This report consists of forward-looking statements with respect to Ml’'s operational results and financial position. These statements are
embedded with the occurrence or non-occurrence of future events such as future opportunities, future risks and uncertainties.

Mercantile Investments and Finance PLC | Annual Report 2020/21 9



Our Journey

Our Integrated Report

REPORTING REGULATIONS, PRINCIPLES AND PROTOCOLS

® (GRI 102-5, 102-12,
102-54 and 102-56)

REGULATIONS AND FRAMEWORKS ADOPTED

Mandatory Reporting Requirements

Voluntary Frameworks and Protocols

Our report was prepared in accordance with;
e The Sri Lanka Accounting Standards (LKASs/SLFRSSs)

e Central Bank of Sri Lanka’s Corporate Governance
Direction No. 03 of 2008 and related amendments

This report has been prepared in accordance with the Global Reporting
Initiative (GRI) Standards - ‘In accordance’ Comprehensive option.

This report was also prepared in accordance with the International
Integrated Reporting Framework of IIRC.

e The Code of Best Practice on Corporate Governance
issued by the Institute of Chartered Accountants of Sri
Lanka
(CA Sri Lanka) 2017.

We have also duly provided necessary corporate

disclosures to comply with;

e Colombo Stock Exchange (CSE) and Securities and
Exchange Commission (SEC) listing and disclosure
requirements

e The Companies Act No. 07 of 2007

® The Finance Business Act No. 42 of 2011

,:%csz

e

ASSURANCE OBTAINED

Area Assured External Assurance Party

External Assurance Reports/
Certifications/Assurance Statements

The Audited Financial Statements Messrs. Ernst and Young, Chartered

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, Accountants
Compliance with Central Bank Corporate  Messrs. Ernst and Young, Chartered
Governance Directions Accountants

Directors’ Statement on Internal Controls Messrs. Ernst and Young, Chartered

AU e Accountants
Sustainability Reporting Messrs. Ernst and Young, Chartered
Accountants

Audit Report (pages 201 to 204)

Assurance Statement on Corporate
Governance Direction Compliance
(page 158)

Limited Assuraﬁbe Report
(page 200)

(Page 75)
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Our Journey

Our Integrated Report

AVAILABILITY OF THE ANNUAL REPORT

In accordance with the prescribed instructions on notice under the Companies Act No. 07 of 2007, copies of the Annual Report have been
circulated to all shareholders, prior to holding the Annual General Meeting. The report has also been made available on MI’s corporate
website www.mi.com.lk and the CSE website www.cse.lk. (The report can be viewed by referring the Ml stock code “MERC”).

CONTACT POINT

i@ (GRI 102-53)

Contact point for comments or queries regarding this report;

Contact and Address

The Chief Financial Officer/

Senior General Manager,

Mercantile Investments and Finance PLC,
236, Galle Rd,

Colombo 03

E-mail: accounts@mi.com.lk

RESPONSIBILITY FOR THE INTEGRITY OF THE INTEGRATED REPORT AND SUSTAINABILITY REPORTING

i@ (GRI 102-32)

We acknowledge the integrity of the disclosures contained in the Integrated Report which includes coverage of our sustainability
efforts and impacts. The Board, through its delegated authority to the Finance Director and the Chief Financial Officer, governed the
preparation and presentation aspects of the Integrated Annual Report that include requirements on sustainability reporting. We affirm
that the Integrated Annual Report presented herewith has been prepared in accordance with the International Integrated Reporting
framework, issued by the International Integrated Reporting Council (IIRC), and the GRI Standards “in accordance comprehensive”
reporting framework.

N
@)/ L\R
Deva Anthony Shermal Jayasuriya
Chief Financial Officer/ Finance Director

Senior General Manager

Mercantile Investments and Finance PLC | Annual Report 2020/21 11



Our Journey

Business Overview

12

Our history begins in 1964, with the visionary
leadership style of our late founder Chairman, George
Ondaatjie, who extended a yeoman service to the
organisation, the industry and country by catering to
untapped market segments of the country through a
profound legendary service. From the inception, our
financial solutions, which include financing and deposit
mobilisation, touched the hearts of many citizens
through our personalised and innovative business
solutions. In 2011, MI was listed on the Diri Savi Board
of the Colombo Stock Exchange, marking another
significant milestone in our journey. With this solid
foundation and sound business background, today we
stand strong as an ‘A’ grade finance company with a
workforce of over 1,100, while continuing to grow in
market reach, technology and innovations.

Mercantile Investments and Finance PLC

holds a 26.12% stake in its associate, Nuwara
Eliya Hotels Company PLC, which is a public
listed company. Major shares of Ml are owned
by a few large investors and there are no
subsidiary companies or holding company
relationships as at the balance sheet date.
The authority and responsibility of decision
making and implementing strategies have
been allocated clearly through the organisation
structure that makes each business function
and department highly accountable for its
actions.

MI’s Board and Corporate Management
team are skilled, committed and highly
receptive to market needs, and act beyond

Corporate

Structure

Business
Style

the conventional business approach, while
implementing proactive risk management
practices to achieve a wide array of goals and
objectives. We offer products that are in line
with all regulatory guidelines at an affordable
and fair price. The business is governed to
comply with the highest ethical standards and
focuses on both financial and non-financial
interests of our stakeholders.

Mercantile Investments and Finance PLC | Annual Report 2020/21



Our Journey

Business Overview

Our target market comprises all spheres of businesses
and individuals that we reach through our network of

39 branches in Sri Lanka. We serve different locations
and continue to cater to our customer requirements with
innovative financial solutions in order to keep customers
content and loyal.

Markets
Served

Our primary source of funding consists of
capital invested by shareholders, customer
Fund ] deposits and borrowings from banks and

Providers other funding providers. There were no
significant material changes to the capital
mix and funding sources, except for the
partnerships developed with new external
funding providers.

Our offerings reflect a well-diversified
portfolio of lending and deposit products.
In addition to traditional lending products,
which include leasing and hire purchasing,
we have diversified our products into
personal and corporate loans, pledge loans,
property mortgage, micro financing and
gold loans. Our deposit product portfolio
is attractive and will be enhanced to offer
greater diversification in order to cater to
different customer segments.

Products

Business
Lines

e | ending — Credit disbursement

e Deposits — Mobilisation of depositor
funds

* Investments — Yield generating trading
and strategic investments

e Other Ancillary Business — Other services
to support core business clients

Mercantile Investments and Finance PLC | Annual Report 2020/21



Our Journey

Our Products and Services

i@ (GRI 102-2)

FINANCE AND LENDING PRODUCTS

LEASE FINANCING
Lease facilities are granted mainly against vehicles and machines in accordance with the Finance Lease

Act No. 56 of 2000.

HIRE PURCHASE FINANCING
In keeping with the Consumer Credit Act No. 29 of 1982, lending facilities are given mainly against vehicles
and machines that have been registered.

VEHICLE LOANS
Lending services are offered against registered or unregistered vehicles with the option of structuring the
instalments based on the customer’s repayment capacity.

TERM LOANS

At MI, we provide a range of term-based funding, customised to serve diverse needs. This includes
personal loans, professional loans, auto drafts and other term-based loans. These are lending services that
are fixed term-based, either secured or unsecured.

PROPERTY-BACKED LENDING

Lending services extended against property given as security under a mortgage bond.

MICROFINANCE LENDING
Microfinance services are offered to low income earners, providing them the opportunity to become self-
sufficient and self-employed, enabling individuals to improve their quality of life.

GOLD LOANS

Newly-launched gold loan service is provided against gold held as security.

DEPOSIT PRODUCT OFFERINGS

FIXED DEPOSITS
Fixed deposits at Mercantile Investments and Finance PLC come with a heritage of trust, stability and the
highest security, giving public the best return for their investments.

SAVINGS
At MI, our savings accounts cater to both minor holders and general savings account holders, advocating
the habit of saving within the Sri Lankan economy.

1 4 Mercantile Investments and Finance PLC | Annual Report 2020/21



Our Journey

Our Products and Services

KEY INVESTMENT PRODUCTS

REGULATORY LIQUIDITY-BASED INVESTMENTS EQUITY/DEBT INVESTMENTS
TREASURY BILLS AND BONDS EQUITY INVESTMENTS

Fixed-return investment in short-, medium- and long-term Primarily investments in ordinary shares of listed entities.
securities issued by the Government of Sri Lanka.

REPOS CORPORATE DEBENTURES
Short-term Government security-backed investments in banks Investment in debt securities of listed entities.
and primary dealers.

PLACEMENTS
Fixed return yielding investments in short- and medium-term
deposits in rated banks and financial institutions.

OTHER ANCILLARY BUSINESS

MOTOR VEHICLE INSURANCE
& Full and third party protection on motor vehicle insurance

LOAN PROTECTION
Loan recovery protection against borrower’s death
TITLE INSURANCE

_ﬂ Protection against loss of ownership of property
GENERAL INSURANCE
All other protection including fire, burglary, etc.

WORKSHOP SERVICES

A VEHICLE SERVICING
ﬁ Facilitates all-inclusive motor vehicle servicing
£y VEHICLE REPAIRING
& Facilitates varying types of automobile repairs, providing expert attention to every nook and corner of vehicles
PAINT JOBS
ﬁ Provides exclusive painting solutions

Mercantile Investments and Finance PLC | Annual Report 2020/21 1 5



Our Journey

Direction and Value System

VISION
To be a top-of-the-mind financial
service provider committed to excellence with
a deep sense of corporate responsibility towards
building a sustainable nation.
v

Deploying resources effectively to bring innovative financial solutions that will enrich our business
partners, whilst assuring profitable investor returns by staying ahead in our sphere of business and
going forth to create a sustainable future for our employees and the society.

v

Fulfil our customers’ needs beyond expectations

Creating a lasting and positive impression on our people
Deliver world-class customer service at all levels

Ensure business practices complement our core values

Mercantile Investments and Finance PLC | Annual Report 2020/21




Our Journey

Direction and Value System

OUR SUSTAINABILITY PLEDGE

To fulfil stakeholder expectations to the best of our ability and pledge, in the process, to meet wider economic, social and
environmental obligations in a rightful manner which will in turn support the process of building a robust and sustainable nation.

By following UN Sustainable Development Goals, we as a responsible corporate citizen realigned our business strategy to
concentrate on financial objectives while simultaneously embracing economic, social and environmental goals together with our
Sustainability Pledge and ambitions for the betterment of society.

To meet a broader range of public demands, we’ve geared our operations to provide an exceptional service and launched
corporate social initiatives. Towards this end, we’ve enlisted the help of our employees and declared our dedication to long-term
sustainability for the greater good of society.

MI PRODUCTS AND SERVICES

Introduce innovative solutions to the market that will satisfy human wants, whilst protecting society and environment.

DEGENT WORK AND | SUSTAINABLE CLIMATE

N0
1 POVERTY ECONOMIC GROWTH ANDINFRASTRUCTURE ACTION

We reoriented our business processes and aligned our integrated thinking philosophy towards achieving corporate goals
while contributing towards economic, societal and environmental goals.

5 GENDER CLEAN WATER 10 REDUCED SIB 16 PEACE, JUSTICE
EQUALITY AND SANITATION INEQUALITIES AND STRONG
ANDPRODUCTION INSTITUTIONS

d 5

MI CORPORATE SOCIAL INITIATIVES

Identification of unseen requirements of the community assisted us to design innovative solutions in terms of products and
services and corporate social initiatives to support wellbeing of communities, society and the environment.

N GOOD HEALTH QUALITY CLEANWATER 11 SUSTAINABLE CITIES 13 CLIMATE 14 LIFE 15 LIFE 17 PARTNERSHIPS
1 POVERTY AND WELL-BEING EDUCATION ANDSANITATION AND COMMUNITIES ACTION BELOW WATER ON LAND FORTHEGOALS

ividil | - e i E ﬁaéﬁ L 4 i @
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Our Journey

Financial Highlights

For the year ended 31 March Actual 2021 Actual 2020 Change Actual 2019
Rs. '000 Rs. '000 % Rs. '000
Results for the year
Gross Income 6,496,631 7,610,170 -14.63 7,638,497
Interest Income 6273624 7475320  -1608 7,436,054
Interest Experse 3219671 3842380  -1621 3,861,878
Profit Before Tax 827,501 1 691,791 1962 786653
Provision For Taxation 213358 320082 3334 328580

Profit

r Tax

371

Financial Position at the year end
Shareholders’ Funds

(Stated Capital and Reserves) 10,309,570
Deposit fom Customers 23,060,274
Loans & Advances, Leases & Hire Purchases
(Gross) 32,348,157
Total Assets 41,749,549
Investors

Gross Dividend -
Earnings per Share Rs) 20431
Dividends per Share Rs) -
Net Assets per Share Bs) 3430
Ratios

Return on Shareholders’ Funds (%) 6.39
Return on Average Assets (%) 145
Interest Cover (Times) 126
Equity: Assets %) 2469
Dividend Payout Ratio (%) -
P/E Ratio (Times) 1273
Non-performing Loans Ratio (%) 1413
Total Assets Growth (%) (329)
Advance Growth Gross) (%) ©872)
Deposit Growth (%) 108
Operating Profit Margin %) 1330
Value Added per Employee (Rs.’000) 5820
Statutory Ratios

Liquid Assets (%) 17.07
Core Capital Ratios (%)-
Minimum required 6.5% 15.31
Total Risk Weighted Capital Ratio (%)-
Minimum required 10.5% 17.07

18

8,898,327 15.86 8,672,864
22,814,923 1.08 21,176,433
35,439,020 -8.72 34,204,719
43,171,119 -3.29 41,354,565

60,120 -100.00 =
123.66 65.22 152.39
20 -100.00 =
2,960 15.86 2,885
4.23 2.16 5.28
0.88 0.57 112
1.18 6.53 1.20
20.61 4.08 20.97
3.60 -20.50 3.50
16.17 -16.17 =
21.03 -39.49 16.93
11.69 2.44 9.62
4.39 -7.68 2.47
3.61 -12.33 3.18
7.74 -6.66 5.50
8.87 4.43 9.25
6,971 -16.51 7,421
15.99 1.08 14.77
13.56 1.75 14.98
15.25 1.82 16.69
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Our Journey

Financial Highlights

Rs.614 Mn "

Profit After Tax grew by

65%

Well capitalised “A” Grade Finance Company

Rs.41.7Bn.

Total Asset Base

Rs.10.3 Bn’~

Shareholders’ Funds grew by

16%

15.31% °

Core Capital Ratio

(Minimum 6.5%)

Profitability Investor Returns
Rs. Million Rs. %
1,000 250 10
800 200 M8
600 150 6
400 100 4
200 I I 50 2
0 ' 0 0

N~ [eo] (e} o — N~ [e0] (©} (@} —

5 = 3 5 S 5 = =& 5 §

— — — — N — — — — N
® Profit Before Tax ® EPS (LHS) — ROA % (RHS)

® Profit After Tax

ROCE % (RHS)

17.07%

Total Risk Weighted Capital Ratio

(Minimum 10.5%)

17.07%

Liquid Assets Ratio
(Minimum 6%)
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Growth in Shareholder Funds and Net
Assets Per Share

Rs. Million

11,000

8,800

6,600

4,400
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— Net Assets Per Share (RHS)

Rs.
4,000

3,200

2,400

1,600
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Capital Adequacy

%

25
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5
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MI’s Core Capital Ratio (%)

MI’s Total Risk Weighted Capital Ratio (%)
Total Risk Weighted Ratio CBSL
Minimum Requirement (%)

Core Capital Ratio CBSL Minimum
Requirement (%)
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Our Journey

Operational Highlights

GRI Standard For the year ended 31st March 2021 2020 Variance 2019
%

Alliances
413-1 Total clientele >62,000 >65000 Approx.-5 > 60,000

New products launched (Number) 1 2 0 83
2041 Percentage of purchases | 67 58 4 55

from suppliers: Head office (%)

D Other locations of Sri Lanka (%) s 47 4 45
4191 Significant fines for product/service (Rs. ’000) - - -
4131 Number of CSR Beneficiaries 601 2217 13 113
2052 Training on anti money laundering (Number) 60 70 14 80
41941 Significant fines for violation of laws/regulations (Rs. Million) - - -
201-1 Community investment cost (Rs. '000) 1,203 0268 47 2,351
201-1 Staff volunteered time on CSR (Hours) 268 3776 93 447

Human Strength
401-1 Total workforce (Number) 1,110 1,094 1 1,040
4011 Female Representation %) 22 o1 1 20
4011 Recruitments for the year (Number) 242 346 -30 436
2022 Local hiring of senior managers (%) 88 O 12 88
4011 Attriton rate (%) 20 o7 7 35
401-3 Retention rate after parental leave (%) 56 80 24 67
4082 Number of inurles 5 & A7 1"
4032 Number of lost days 160 183 13 257
4082 Absentesismindays 8t - 32
404-1 Training hours per participant as an average (Hours)y 4 " .4 12
404-3 Employee performance appraisal as a percentage of total 72 64 8 65

workforce (%)

1082 Employee grievances reported and resolved (Number) - - =
201-3 Employee benefit liabilty (Rs.’000) 322,501 254,385 27 238112
406-1,408-1, Humanrights violation - - -
409-1, 103-2

Intellect

Brand Expenditure (Rs. Million) 155 114 36 103
- Market Share %) 29 29 - 29

Infrastructure
201-1 Number of new business locations launched - - - 3
- Investment on IT (nvested/to be invested in Rs. Milion) >50 >45 2 > 44
- Investment in fixed assets (Rs. Milion) 108 58 86 258

Nature
302-1 Electricity consumption (kWh) 1,266,820 1,443,926 -12 1,352,395
- Electricity consumption in value (Rs.'000) 33008 37,736 - 13 34,834
802-1 Total fuel usage (Lites) 728245 907,74 -20 979,426
- Fuel Costs (Rs.’000) 84501 94424 41 94,108
808-1 Water consumption (Units '000) 11,394 12487 -9 12325
S Water consumption in Value (Rs.’000) 3068 3433 - A1 3,620
3062 Paperrecycing Kkg) 398 2579 - 85 1,394
8o7-1 Significant environmental fines (Rs. 000 - - -
- Environment protection expenditure (Rs. '000) - 496 4as2 12 1,203

* Tracking and compiling accurate absenteeism data was not possible due to frequent COVID related disruptions.
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Operational Highlights
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Our Journey

Milestones for the Year under Review

Introduced the Sky Save software module, improving
effectiveness and efficiency of the deposits and

2020 savings operation.

Launched a mobile recovery application for updating real time customer
repayments, mitigating potential risk of malpractices, whilst making

2020 collection process more efficient.

: - Cash
M Mercantile Investments

2020 — mCash Partners with Mercantile Investments and Finance PLC

With a joint partnership with Mobitel, introduced the Mcash repayment platform
for our customers, broad basing repayment options and enhancing customer
convenience.

2021

Expanded Ml’s product mix by introducing “Gold Loan” services at Kotahena
Branch, facilitating the emerging and urgent financing needs of our clients.
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Our Journey

Milestones for the Year under Review

Launched the Internet Payment Gateway (IPG) platform, broad basing digital
payment options for Ml customers, to transact conveniently from home.

Was able to deploy a state-of-the-art fully-fledged call centre operations
at Kohuwala, to facilitate a more effective recovery medium and a sound
customer relationship management process.
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Our Journey

Chairman’s Message

“I’m proud to
announce our
stability and
resilience with the
growth in post-
tax profitability

by 65% and a
15.9% growth in
shareholder funds,
demonstrating our
ability to adapt
fast in response
to the global
pandemic and its
spill-over effects.”




Our Journey

Chairman’s Message

Dear Stakeholders,

Even though positive sentiments drove
the sluggish local economy after the
Presidential Election, it was evident that
this year under review was one of the
most challenging periods, not only for
Non-Banking Financial Institutions (NBF)
but also for the local and global economy;,
hit by the unprecedented COVID-19
pandemic entering our shores from March
2020 even as Sri Lanka grappled with

the aftermath of the 2019 Easter Sunday
attacks. Nonetheless, the staunch focus
and resilience of our Board and Corporate
Management drove the Company through
tough business conditions to eventually
conclude the year on a high note.

| am proud to take over from Mr. Sanjaya
Bandara, who retired after completing
nine years as Chairman, extending a
yeoman service. His constant guidance
and direction helped the Company
through the challenging years to sustain
a commendable financial position with
steady upward movement in pre- and
post-tax profits.

I’m proud to announce our stability

and resilience with the growth in
post-tax profitability by 65% and a
15.9% growth in shareholder funds,
demonstrating our ability to adapt fast in
response to the global pandemic and its
adverse effects of the global pandemic.

During the pandemic, we extended

our unmatched service without any
interruptions even during the lockdown
period, well adhering to all the health

and precautionary guidelines, whilst
expanding our reach by bringing business
to customers doorsteps through online
solutions, to assist them to feel confident
during a time of uncertainty. Thus, without
merely focusing on our profitability
targets, we as a team stood shoulder-to-
shoulder with our valued customers and
stakeholders to support them during these
unprecedented times.

Despite the adverse challenges faced
during this pandemic, we continuously
focused on developing core competencies,
skills and attitudes of our employees

to improve staff productivity amidst a
challenging operating environment, whilst
safeguarding their job security.

VOLATILE GLOBAL AND LOCAL
OPERATING ENVIRONMENT

Isolated negative policy measures taken
by the Governments of the USA, UK
and India being Sri Lanka’s top export
destinations, had painful consequences
on the Sri Lankan economy. On

the other hand, China’s economic
slowdown severely affected Foreign
Direct Investments (FDI) as well as local
businesses as China remains one of
the major raw material providers for

Sri Lankan business entities.

Moreover, the COVID-impacted economic
crisis affected the country’s tourism sector,
which is a major component of the Service
sector contributing more than 58% of

the GDP. The industry was severely
impacted with the closing of Sri Lankan
airports to foreign passenger arrivals from
mid-March 2020, combined with global
travel restrictions. This in turn relentlessly
affected the performance of the corporate
sector and caused a decline in household
income. As such, the economy could

not reap the benefits of the massive tax
reliefs and positive policy stimuli provided
towards the end of 2019, recording a
3.6% drop in GDP in 2020.

The effects of the second wave of the
pandemic started in October 2020, along
with the latest nation rating downgrade
by Fitch Ratings, added further pressure
on the exchange rate, causing the
depreciation of the Sri Lankan Rupee
against the US Dollar, which rose to
2.6% by December 2020. The sluggish
economic conditions adversely affected
the repayment capacity of corporates and
individuals and had a negative impact on
the asset quality of the industry.

The Central Bank, having maintained an
eased monetary policy with low interest
rates, brought down industry-offered
deposit interest rates and thereby lowered
the expansion of deposit mobilisation.
This, however, benefited the sector in
terms of borrowings as cost of funds fell to
one-digit levels as the year unfolded.
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However as of December 2020, the

asset base of the NBFI sector contracted
by 2.2% to Rs.1,401.6 billion, with the
reduction of the loan book by 5.7%.
Despite the debt moratoriums freezing the
age classification, which prevented loans
from being classified as Non-Performing
Loans (NPL) for companies and individuals
impacted by COVID-19, the sector’s NPL
ratio nevertheless increased from 10.6%
to 13.9% by December 2020, fuelled by
the below-par performance of the primary
business sectors, including tourism,
agriculture, and construction.

The immediate challenge that our sector
faced was maintaining its short- and
medium-term liquidity, which were
negatively impacted by the constant
lockdowns and collection challenges. As
the year unfolded, with the contracted
revenue from the first half of the year,
CQVID- driven sluggish economy
pegged back industry profits by 6.1%
by December 2020, which was further
aggravated with the second wave’s hit on
business.

FINANCIAL RESULTS

With the gamut of challenges and
unfavourable economic conditions,

which hampered our business activities,
revenue, and asset growth, we managed
to conclude the financial year with a
commendable pre- and post-tax profit of
Rs. 827.5 million and Rs. 614.1 million,
which reflected a noteworthy 19.6% and
65.2% year-on-year growth respectively.
This performance was further amplified by
the solid liquidity position we maintained
throughout and a higher provision cover
than most peers, reflecting our attention to
basics and resilience. With this impressive
profitability level, we were able to uphold
our stakeholder trust and confidence by
recording satisfactory growth in Return

on Assets which increased from 0.88% to
1.45 % while ROCE rose from 4.23% to
6.39% despite remaining below planned
thresholds. The increased profitability levels
also boosted Earnings Per Share by 65%
to Rs. 204, reaffirming our strong earning
potential, even in unprecedented times.
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Although lending volumes steadily picked
up in the second half of the year, our
gross loan book contracted by 8.7%
compared to the previous year from Rs.
35.44 billion to Rs. 32.34 billion amidst
the COVID-19 first and second wave
disruptions to businesses. This negative
loan book growth coupled with reduced
interest yields, and moratorium reliefs
granted resulted in our core lending
interest income dropping by 16.8% while
Net Interest Income (NII) contracted by
15.9% against the previous year. This led
to a 14.6% decline in total gross revenue
despite the 65% growth in Non-Fund
Based Income.

| am pleased to place on record, that we
were able to generate Rs. 6,274 million
as interest income and enjoyed improved
core business margins due to the repricing
of shorter tenor deposits and keeping
borrowings to single digit, while keeping
an effective equilibrium of long-term
funding to match our longer tenor loan
book, reducing the one-year Assets and
Liability maturity gap by over Rs. 3 billion
Year-on-Year.

We also recorded a 186.3% growth in
other operating income, mainly due to fair
value and trading gains recorded from
share investments, reaping the benefits
of the increase in stock market indices.
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Nevertheless, insurance commission
income derived from insurance referrals
dropped by 10.3% in comparison to
the previous year, as the insurance

arm too was hit by the sluggish market
environment, resulting from the industry-
wide negative credit growth.

Although the loan book asset quality
remained adversely affected by the
deterioration in borrower repayment
capacity that hampered collections amidst
COVID-19 economic disruptions, we
controlled the increase in 180-day NPLs,
which stood at 14.13% in 2021 as against
11.69% recorded in the previous year
while successfully managing to reduce the
90-day NPL from 17.5% to 16.29% by the
balance sheet date. This was attributable
to the effective and prompt actions, close
monitoring, and tactical and customised
recovery approaches adopted, including
setting up of a fully-fledged call center,
further aided by bold technological
initiations explored to expand digital
payment platforms to ease collections.
While these efforts improved collections,
the moratorium relief extended afforded
breathing space for borrowers to recover
from the impacts to their businesses and
livelihoods. The freezing of the aging of
arrears clients contributed in bringing
down the impairment charge along with
the staunch recovery efforts in collecting
the non- moratorium client collections,
which kept impairment of loans minimal

at Rs. 42.13 million indicating a significant
91.3% reduction year-on-year.

To manage during this unprecedented
period, special emphasis was placed

on keeping overhead costs minimal,
deploying cost optimisation strategies and
curtailing of non-essential expenses and
benefits, which led to operating expenses
contracting by 3% year-on-year. The
removal of Nation Building Tax (NBT) and
Debt Repayment Levy (DRL) with effect
from December 2019 and January 2020
respectively and the 4% reduction in
corporate tax rate to 24% brought down
tax expenses by almost 35.7% year-
on-year, contributing to the bolstering

of post-tax profits, in comparison to
previous year.

Furthermore, as an A grade LFC, our
efforts in securing sound post-tax profits
helped further solidify our strong capital
adequacy position with the industry, with
a core capital ratio of 15.31% and total
risk weighted capital adequacy ratio of
17.07% well above the regulatory 6.5%
and 10.5% minimum limit.

UNLEASHING OUR GROWTH
POTENTIAL

Having identified the importance of
creating a performance-driven culture,

we continued to enhance our core
competencies, building knowledge,
attitudes, and skills of our employees to
gain a competitive edge in the market,
while enhancing productivity and efficiency
levels, amidst a challenging operating
environment. We embedded our vision,
mission and purpose in our employee
mindset and introduced a value-driven
performance management culture,

which enabled us to enhance employee
motivation and satisfaction while attracting
and retaining the best employees.

In spite of the economic downturn,

where downsizing was prevalent across
industries as a response to surviving
COVID-19 challenges, we in contrast
adopted an opposing view, strengthening
our workforce to drive our strategic

goals by recruiting 242 employees, and
observing a net 1% increase in workforce,
while assuring their health, job security
and benefits. We focused on creating a
unigue and inclusive employee culture
that encouraged employees to bring their
best and enabled us to drive our goals
and objectives towards our visionary
aspirations. During the year, we refreshed
our Technology Strategy to accelerate
our efforts in our digitisation journey to
improve customer convenience and power
new experiences for our customers, while
enhancing our productivity. Accordingly,
we expanded our payment platforms

by introducing innovative payment
methods such as mobile repayments and
an internet payment gateway solution,
safeguarding customer health and safety
and affording convenience.

Mercantile Investments and Finance PLC | Annual Report 2020/21



Our Journey

Chairman’s Message

Furthermore, the customer surveys we
conducted in the face of the current
challenging environment enabled us to
identify customers’ financial distresses and
expectations and then uncover business
opportunities to provide them with

better financial solutions to extend our
unparalleled service, even in difficult times.

With these aspirations in mind, we
launched our first gold loan operations in
Kotahena, which kicked off in 2021, with a
new wave of hope and encouragement.

TOWARDS A SUSTAINABLE
AND INCLUSIVE TOMORROW

While we have embedded strategic
corporate sustainability into our business
model, we remained committed towards
creating a more sustainable and inclusive
tomorrow for the communities we engage
in and the society as a whole, offering
shared growth opportunities wherever
possible. We geared our business
strategies with our wider aspiration of
supporting in the building of a greater
sustainable nation, through greater
financial empowerment and social
assistance, while serving it as a way of
brand building and strategic driver for
sustaining business growth.

This year too, through our microfinance
arm, we helped customers expand their
entrepreneurial skills and instilled their
savings habit through our micro savings
product, whilst assisting them to maintain
and strive to uplift living standards during
burdened COVID times. These moratorium
reliefs extended to ease borrowers’ debt
burdens compelled us to stay true to our
ideologies of helping people when they are
really in need.

Eventhough the pandemic barricaded
us from extending our social and
environmental supporting initiatives
more actively, we continued to sponsor
environment protection initiatives and
stayed committed to improve the social
wellbeing of people especially at the
grassroots, while safeguarding the
health and safety of our employees and
customers.

GOVERNANCE AND
REGULATORY ENVIRONMENT

We made certain that MlI’s activities were
always supported by a strong governance
structure that complied with applicable
regulations. During these unprecedented
times, we emphasised on strong risk
controls and improving risk management
review in order to curtail any negative
spill-over effects stemming from the
pandemic-hit business environment,
especially to manage asset quality, liquidity
and people safety, which remained as

top priority areas. The Board stayed
committed to all key regulatory corporate
governance standards and voluntarily
continued to adopt the CA Sri Lanka’s
Corporate Governance recommended
best practices.

The Board embraced policy directions
and guidelines issued by the regulator,
which included a stream of regulations
to navigate through the pandemic,
which included the debt moratorium
for COVID-19 affected businesses and
individuals, and took positive actions
to fulfil its duties and obligations during
these unprecedented times.
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FUTURE OUTLOOK

We are optimistic about the prospects
posed by the country’s anticipated
economic growth, and the year 2021

has brought with it a renewed sense of
hope as implementation of the COVID-19
vaccination process has brightened the
global economic outlook. In addition, we
believe the decision of the Government
to open Sri Lanka’s borders will thrust
the local economy onto an upward
growth trend. The anticipated local
economic growth of 6% in 2021 and
5.2% in 2022 and the continuation of the
accommodative monetary policy together
with expected lower inflation is bound to
generate positive sentiments relating to
the country’s economic revival. However,
the recent volatile movements in the
exchange rate and stock market reflected
the current fragility and continue to
create much uncertainty for the business
community.

Nonetheless, the finance company sector
will forge ahead with increasing demand
for financing compared to 2020 and will
undergo further transformations through
the sector consolidation plan that is driven
by the regulator, to further strengthen the
sector. The prevailing low interest regime
will pose challenges in mobilising deposits,
but a more resilient and financially-stable
sector platform will ensure a greater influx
of business especially for the top-tier “A”
grade LFCs in the years to come.

Despite this uncertain environment, we
remain hopeful of growing business, riding
on the positive profitably growth trajectory
that we have managed to maintain,

even in trying times. As the pandemic
gradually recedes, there would be a
greater ease of doing business, including
vehicle imports being allowed, on which
we will forge ahead in accelerating our
development plans, which include branch
expansion and a regional consolidation
strategy. To achieve the said targets, we
will continue to strengthen our technology
initiatives, which include widening of digital
platforms and security measures. Further
emphasis will be placed on broad basing
the product mix, service standards and
operational processors towards affording
our customers greater choice and
experience.
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ACKNOWLEDGEMENTS

As the acting Chairman, | take this
opportunity to express my heartfelt
gratitude and thanks to those who have
made significant contributions towards
this year’'s commendable results, toward
long-term value development.

| would like to thank former Chairman,
Mr. Sanjaya Bandara, for his invaluable
contribution towards Ml’s success and
wish him well for his future. Further,

| express my gratitude and wishes to the
retired Deputy Managing Director, Mr.
Mahes Amarasekara, who left his imprint
on M, for his immense contribution to
Ml’s successful journey. On behalf of the
Board, | would also like to welcome our
new Non-Executive Directors, Mr. Anil
Dias, Mrs. Deepthie Wickramasuriya and
Mr. Kanchana Pieris, who joined the board
in 2021.

| express my gratitude to my Board
colleagues for their contributions,
unwavering support and dedicated efforts
in steering MI through a tough year. | also
take this opportunity to thank Mr. Gerard
Ondaatjie, the Managing Director, for his
strategic and tactical leadership, and

at the same time all members of the
Corporate Management and their teams
for their relentless commitment, dedication
and understanding amidst an array of
challenges and hardships, to eventually
accomplish the goals & targets we set
forth.
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| would also like to take this opportunity
to thank the Governor of the Central
Bank and his able staff for the support
and cooperation extended to us during
this financial year. | extend my gratitude
further to our valued customers who had
faith in us although the times were rough.
A special mention of gratitude to all our
agents and other business partners who
worked closely with the organisation.

Finally, I'd like to express my gratitude to
all of our investors for their unwavering
faith in the Board of Directors. As the
acting Chairman, let me also reaffirm to

all Ml stakeholders that your Board will
stay resilient and committed in executing
its plans, to bring greater value to you,
however tough the headwinds may be
wishing all our stakeholders protection and
prosperity.

Dinuka Perera
Acting Chairman

31st May 2021

Mercantile Investments and Finance PLC | Annual Report 2020/21



Our Journey

Managing Director’s Review

“Though faced with
unprecedented
challenges and
tough business
conditions, Ml was
able to successfully
steer through these
times of turmoil

by implementing
effective corporate
strategy, guided by
our purpose and
values through a
dedicated team that
was unwavering. | am
incredibly proud of
how we responded
to enrich the lives
of our customers,
communities

and colleagues,
demonstrating our
ability to adapt with
speed in the face of
the global pandemic.”




Our Journey

Managing Director’s Review

As the first wave of COVID-19 infections
surged in late March 2020, we embarked
on the financial year under review

with bold uncertainty saddled by the
island-wide lockdown imposed by the
Government to combat the first wave

of the pandemic. Its implications on
economies extended far beyond the
health-related concerns, testing the
resilience of the global and local economy.
As nations struggled to contain rising
infections, the inevitable economic fallout
of extended lockdowns and border
closures were devastating.

The global economy encountered

one of its deepest recessions due

to the pandemic, with global output
contracting by 3.3% and millions facing
unemployment following business
disruptions and closures. These negative
developments unfolding globally cascaded
to the domestic economy, bringing in
unprecedented socio-economic problems.

Despite these global uncertainties and
adverse impacts with persistent economic
headwinds, Mercantile Investment

and Finance PLC manifested strong
resilience, recording robust profits and
strong investor wealth accretion though
witnessing negative impacts to core
business volumes, asset growth and asset
quality.

By staying receptive to our customer
needs in times of crisis, and forging further
ahead with right strategy and adaptability,
we were able to go beyond commercial
boundaries to fulfil our obligations to our
key stakeholders, industry and society,
similar to pre-COVID times.

ECONOMIC CHALLENGES AND
OPPORTUNITIES

Despite the positive sentiments

created with the appointment of the
new President and the introduction of
numerous monetary and fiscal stimuli
aimed at reviving the economy, the
COVID-19 pandemic exerted pressure
on the Sri Lankan economy, contracting
GDP growth to a negative 3.6% for
2020 calendar year. The downgrading
of the country rating by Fitch Ratings in
November 2020 together with the impact
of the second wave of the COVID-19
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pandemic that emerged in the latter half
of FY 2020/21, exerted pressure with the
Sri Lankan Rupee depreciating against the
US Dollar by a notable 5.5% year-on-year.

Global travel restrictions, disruptions to
international trade and the continued
global economic meltdown took its

toll on the Sri Lankan economy, with
lowered tourism earnings, export earnings
and migrant worker remittances, while
recording cash outflows from financial
markets. Moreover, the measures taken
to curtail the spread of the COVID-19
virus, with continued lockdown across
the country for over two months,

mobility restrictions and social distancing
protocols adversely affected production
and productivity. This in turn relentlessly
affected the performance of the corporate
sector and spending power of people due
to pay cuts and job losses.

However, with the proactive and timely
measures of the Government to revive

the economy, it was noteworthy to
observe financial system stability being
maintained with greater precision. Thus,
the accommodative monetary policy,
aimed at stimulating the economy through
multiple reductions in Policy Rates and the
Statutory Reserves Ratio, led to sustained
reductions in market interest rates

and facilitated credit growth. Similarly,
macro prudential measures introduced

in response to the crisis, which included
the lowering of the liquidity reserve ratios
of LFCs, deferment of minimum capital
regulations and even liquidity support to
the distressed, helped financial institutions
steer through the turbulent period.

The Government also provided policy
stimulus to the export and local
manufacturing sectors, with the aim of
bolstering foreign exchange income whilst
preserving FOREX outflows with import
restrictions imposed on nonessential
items. These measures augured well in
reviving the economy and sustaining the
wellbeing of the communities.

Reflecting the positive sentiments of
the accommodative monetary policy
and other fiscal stimulus, the Colombo
Stock Exchange (CSE) became one
of the fast-growing capital markets,

showing quick recovery from the impact
of the COVID-19 pandemic in the Asian
region with improved market indices

and high turnover for the year, though
dipping somewhat in the face of negative
international sentiments and foreign
investor participation.

NBFI SECTOR’S RESILIENCE

Caught amidst the pandemic-induced
economic slowdown, the LFC sector

like most industries experienced an
exceptionally tough year, marked by
sluggish credit demand, elevated credit
risk and declining earnings. The COVID-19
outbreak further exacerbated the asset
quality of the sector, which was slowly
recovering from the previous financial year’s
challenges in the aftermath of the Easter
Sunday attacks. Although the sector was
allowed to freeze the age classification on
loans granted to debt moratorium clients,
the nonperforming loan percentages of
the sector continued to rise as a result

of the drop in repayment capacity of
borrowers amidst deteriorating economic
activities, contracting loan books and spill
over effects of the debt moratorium relief
programs extended.

Furthermore, import restrictions imposed
on motor vehicles had immediate
repercussions, with the sector recording
negative credit growth in spite of the
decline in interest rates. However, eased
monetary policy measures introduced by
the Central Bank with a view to providing
adequate liquidity to the market and the
introduction of regulatory forbearances
during the pandemic, particularly the
reduction of minimum liquid assets
requirements, supported the LFC sector
as a whole in maintaining stable liquidity
levels during the period under review.

MI’'S RESILIENCE AMIDST
UNPRECEDENTED
CHALLENGES

Though faced with unprecedented
challenges and tough business conditions,
Ml was able to successfully steer through
these times of turmoil by implementing
effective corporate strategy, guided by our
purpose and values through a dedicated
team that was unwavering. | am incredibly
proud of how we responded to enrich the
lives of our customers, communities and
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colleagues, demonstrating our ability to
adapt with speed in the face of the global
pandemic.

We forged ahead in our journey of
transformation and value creation despite
the numerous challenges that prevailed

in this extraordinary year. Thus, with

the surge of COVID-19 infections and
lockdowns that ensued, we moved swiftly
into action, implementing a range of
measures to operate without disruptions,
facilitating work from home arrangements,
splitting teams and setting up protocols for
working at alternate sites, while providing
Personal Protective Equipment to ensure
the safety of all our staff; and outfitting our
branches with partitions and sanitisers and
instituting other best practices for social
distancing and hygiene to safeguard our
customers.

While pursuing all these precautionary
measures to combat COVID-19
challenges, we devised our strategic
efforts in building a solid foundation

for future growth, nurturing a high
performance-driven culture, while
embracing technology to take Ml to

new frontiers and creating a more
financially-inclusive environment. The
demand for digital transacting during the
pandemic acted as a catalyst in keeping
business momentum, spurring our digital
transformation to new heights. Thus we
expedited our digital journey, re-imagining
the customer experience and driving
engagement across our digital platforms
to better meet our customers’ needs
and expectations, especially affording
accessibility and agility while enhancing
customer convenience and satisfaction.

During the year, we introduced an Internet
Payment Gateway (IPG) to facilitate

online payments and launched a mobile
cash and mobile payment applications,
augmenting our digital capability, thus
affording our customers safe and secure
transacting in this pandemic time. We
also extended our services by offering
relief and support to those in urgent need
of financial assistance whilst upholding
customer trust by making interest
payments for our depositors even before
the due date. While extending moratorium
relief to eligible customers which
exceeded 20% of the loan book exposure,

we offered flexible payment options going
beyond regulatory reliefs. Furthermore,
we consolidated our efforts under the
umbrella of ‘Sihina Panaganwamu’ to find
ways to assist our customers to resolve
their financial issues and revive their
businesses in this challenging operating
environment.

FINANCIAL RESULTS IN BRIEF

In spite of these taxing and unfavourable
conditions, which hindered operations,
income and asset growth, we maneuvered
our way through right strategy to record
a commendable pre and post-tax profit
of Rs. 827 million and Rs. 614 million,
reflecting a 19.6% and 65.2% year-on-
year growth respectively whilst maintaining
a solid liquidity position and higher
provision cover compared to most peers,
demonstrating our strong resilience.
However, amidst island-wide lockdowns,
subsequent isolations and the resultant
deceleration in economic activities

and demand for credit, our loan book
growth contracted by 8.7% year-on-year,
compared to the recorded 3.6% marginal
growth of last financial year. Accordingly
our total assets also declined marginally
by 3.3%, reflecting a similar trend as the
industry average.

Earnings Performance
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Accordingly, this negative loan book,
coupled with reduced interest yields and
high moratorium reliefs granted, resulted in
our core lending interest income dropping
by 16.8% while Net Interest Income (NII)
contracted by 15.9% against the previous
year (1.6% in FY 2019/20), though core
interest margins remained somewhat
intact on account of the rapid fall in cost
of funding. The decline in interest income
resulted in a 14.6% drop in total gross
revenue despite the 65.4% growth in Non
-Fund Based Income.

Deterioration in borrower repayment
capacity and hampered collections due to
COVID-19 lockdowns directly affected asset
quality, with Non-Performing Loan (NPL)
levels (past due 180 days) rising to 14.13%
at the end of the year, up 2.44% year-on-
year. Nonetheless, a substantial portion

of this NPL was made up of a few large
customers that were entirely collateralised
with prime collateral and appropriate
prudential provisions made in recent

years. Close monitoring and tactical and
customised recovery approaches including
setting up of a fully-fledged call centre and
expanding of digital payment platforms,
enabled us to improve collection and bring
down NPLs during the latter part of the
year. Accordingly, total impairment charges
significantly declined year on year by 91.3%
to Rs. 42.1 million, by the recovery efforts
in managing the 90 days’ arrears borrower
segment and by the freezing of age of
arrears for moratorium granted borrowers.
Thus, | ‘m pleased to observe the 90 day
NPL percentage dropping from 17.5% to
16.29% by the balance sheet date.
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We also managed to control our total
overhead cost which was reduced by

3%, compared to the 8.2% escalation
recorded last year, as we expanded our
cost optimisation programme through
business process reengineering initiatives,
to eliminate waste and move towards
automation and online solutions. Measures
also were taken to control unwanted costs
to withstand resultant impacts to the
bottom line from drop in revenue during
tight lockdown phases. Furthermore, the
removal of the Nation Building Tax (NBT)
and Debt Repayment Levy (DRL) with
effect from December 2019 and January
2020 respectively and 4% reduction in
corporate tax rate to 24% brought down
total tax expenses by almost 35.7% year-
on-year, improving the post-tax profits
further, in comparison to previous year.

SYNOPSIS OF CORE BUSINESS
PERFORMANCE
LENDING

Though our lending gradually picked
during the latter part of the year,
surpassing volumes much higher than
pre-COVID times, total loan book (gross)
remained contracted by 8.7% year-on-
year to Rs. 32.3 billion, mainly attributable
to the decline in vehicle loans to Rs. 10.5
billion, which recorded a 23% drop against
the last year, despite the lease portfolio
recording a marginal increase of 3.6% in
this financial year to Rs. 15,093 million.
The hire purchase portfolio continued to
rapidly decline in this year as well to Rs.
907 million by 52.6% as other financing
options remained more attractive for
borrowers.

In the backdrop of the prevailing local
economic challenges, our Net Interest
Margin (NIM) contracted by 1.55%

t0 8.16% against the previous year.
Despite this challenging environment, we
continued to deploy strategy to sustain
lending volumes and took steps to expand
our product mix by introducing ‘Gold
Loans’ in 2021 to meet urgent financing
needs of our customers.
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DEPOSIT MOBILISATION

Mobilisation of deposits became a
challenging proposition in the backdrop
of volatile investor sentiments during
lockdown times and due to emerging
stock market and property purchase
options. Whilst the industry average
reflected a negative deposit growth for
2020, we too observed a slowdown in
deposit mobilisation with the deposit base
growing marginally by 1%, compared

to a 7.7% pickup in deposits during the
year. As a trusted financial partner, we
extended our unparalleled service to our
deposit customers through our deposit
marketing and operational teams even
during the lockdown period, building strong
relationships with our customers to serve
them beyond their expectations.

TREASURY MANAGEMENT

We continued to prioritise effective fund
management, focusing on minimising our
funding costs, reducing existing assets
and liability maturity mismatches and
enhancing Treasury control mechanisms,
to manage our yields and investment
risks. Despite the recovery delays and
moratorium measures introduced during
the year, our Treasury Division was able to
sustain a solid liquidity level balancing the
short-term and long-term funding needs
of the Company, while optimising funding
cost. We were able to bridge less than
one year assets and liabilities mismatches
with longer tenor borrowings. With the
collaboration of our funding partners,

we secured Rs. 3,465 billion of long-
term borrowings, while bring down the
average cost of borrowing, noteworthy
by 3.5% year-on-year.

Furthermore, we were able to reap the
benefits from the revival of the equity
market and accordingly, recorded Rs. 36.3
million as share trading capital gains and
Rs. 8.7 million as unrealised fair value

gain for the year, from the investments
accounted under Fair Value through

Profit and Loss (FVPL). Moreover, with

the increase in market prices and the
investments made during the year, the
value of equity investments recorded under
Other Comprehensive Income increased
by 76%, which bolstered the OClI reserve
significantly from a negative Rs. 327 million
to a positive Rs. 78 million.

INSURANCE REFERRALS

By extending our ‘one store service’
concept, we facilitated our credit
clienteles’ insurance requests under one
roof, through our insurance brokering
arm housed in the same premises

in Kollupitiya. However, our ability to
generate insurance fee-based income
too was impacted by the weak economic
environment, which caused the loan book
to contract. Thus, we recorded Rs. 74.4
million in insurance commissions, which
reflected a YOY decline of 10.3%. Yet
we were not deterred by the market
challenges, delivering a comprehensive
value-added solution for our vehicle-
based borrowers, focusing on customer
convenience, personal attention and
promptness, creating synergies for all
parties.

OUR WINNING TEAM

It was a year which truly tested the mettle
of our team and | am extremely proud of
the passion, commitment and agility they
demonstrated during the year. Despite
the COVID-19 challenges, we continued
to work tirelessly to build a conducive
workplace, an environment in which we
all can thrive. We focused on creating a
unique and inclusive employee culture
that encourages employees to bring
their best and enables us to drive our
goals and objectives towards our vision.
We embedded our vision, mission and
purpose in our employee mindset and
introduced a value-driven performance
management system in achieving our
goals and objectives.

GOVERNANCE HIGHLIGHTS

We ensured that MI’s operations are
underpinned by a solid governance
framework at all times that complies
strictly with governing regulations.

We focused on strengthening risk
management mechanisms to minimise
adverse impacts of economic and

political volatilities. Responding to the
formidable challenge of controlling the rise
of non-performing advances, the Board
engaged extensively with the management
to formulate and implement strategies

to strengthen recovery measures and
lending practices. | am pleased to observe
the guidance given by the Board to

the corporate management during this
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challenging phase to remain resilient and
sound in all endeavours. We adopted a
prudent approach and took proactive
measures to secure the interest of all
stakeholders towards sustainable growth
and development.

FUTURE OUTLOOK

Already the gradual introduction of the
vaccine to counter the pandemic in Sri
Lanka, global headway made by developed
nations to fast-track revival of economies
and renewed optimism and hope of
speedy revival by the second half of 2021
is bound to create optimism and greater
opportunities for the corporate sector
domestically. Though another COVID wave
threatens the economy, the prevailing
political stability backed by a clear macro-
economic policy in bolstering domestic
industries and reducing reliance on imports
is bound to set the tone for Sri Lanka’s
economic revival in the medium term.

In the backdrop of projected global
economic growth of 6% in 2021 and 4.4%
in 2022, we can expect the Sri Lankan
economy to rebound in 2021, supported
by the continuing fiscal and monetary
policy stimulus measures introduced

by the Government and the opening of
borders for tourist arrivals. Furthermore, it
is expected that inflation will be kept lower
and extended tax reliefs will continue to
create a favourable economic platform, for
the ease of doing business, contributing
towards positive growth momentum.

Although the easing of restrictions

on vehicle importation is still under
discussion, Ml is optimistic regarding the
country’s growth trajectory and hopeful

of future credit growth backed by the
increase in Loan to Value Ratio (LTV) and
sustained low interest rates. Although
lowered interest rates will keep costs

of borrowings minimal, the growing
competition will pose a challenge in terms
of retaining depositors, acquiring new
depositors and maintaining long-term
deposits. However, we are confident

that our agile and responsive business
model along with our aligned strategic
focus will enable us to rapidly adapt

to the new normal and embrace the
changing financial landscape, impacted by
technology and fresh parameters.

Furthermore, as an ‘A Grade’ finance
company, we will leverage on our solid
foundation, our longstanding reputation
and our core competencies as one of

the nation’s leading finance companies

to offer holistic, seamless and innovative
solutions across our business verticals,
gaining competitive edge in the market
place while augmenting our stakeholder
value proposition. Having embarked on our
digital journey, we wish to accelerate our
digitisation infrastructure to offer greater
online solutions, while embracing digital
platforms to enhance operational efficiency,
productivity and customer convenience.
Furthermore, as the finance sector will be
compelled to adjust to the low-interest rate
regime, we will seek to drive increased
operational efficiencies to build a leaner
and more responsive organisation while
optimising our resources.

Moreover, we will continue to differentiate
our service by uplifting the skills,
knowledge and attitude of our employees,
which will enable us to stay competitive
with the right agility to remain in the
forefront of the industry. While reiterating
our desire to enhance the value we
create for our stakeholders, we believe
our core strategies will deliver sustainable
returns and value in line with our visionary
aspirations, enriching our stakeholder
expectations.

WORDS OF APPRECIATION

In a year marked by a global health crisis
and fraught with many challenges, MI
steered commendably and | would like

to pause a moment to recognise all our
employees who contributed from all fronts
working tirelessly towards achieving our
desired goals and targets in spite of the
unprecedented challenges faced.

Let me express my heartfelt gratitude to the
outgoing Chairman, Mr. Sanjaya Bandara,
who extended sound stewardship and
guidance over the past nine years, a

period during which Ml underwent radical
expansion, going from strength to strength.
While extending my profound thanks to
him, | would also like to express my sincere
gratitude to the retired Deputy Managing
Director Mr. Mahes Amarasekara, who was
a strong pillar in our successful business
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journey. His unwavering commitment and
dedication with an over 40 year service,
propelled us to stay competitive in the
market.

| also take the opportunity to welcome
our new Chairman, Mr. Dinuka Perera,
who joined our Board in February 2020
as a Non-Executive Director. Furthermore,
| would also like to welcome the new
Non-Executive Directors, Mr. Anil Dias,
Mrs. Deepthie Wickramasuriya and

Mr. Kanchana Pieris, while extending my
gratitude to the outgoing Non-Executive
Directors, Mr. Hasantha Perera and Ms.
Punyakanthi Navaratna. Their direction,
guidance and expertise assisted us to
remain resilient and in the forefront within
this challenging period.

| also wish to thank the Governor,
Deputy Governor, Director Non-Banking
Supervision Department, and all staff of
the Central Bank of Sri Lanka for their
continued guidance and cooperation
extended.

| would also like to extend my gratitude

to our valued customers, agents and
business partners, for upholding their trust
and loyalty, during these unprecedented
times. Your continued loyalty is a source of
strength and inspiration for us to strive for
excellence and to go beyond boundaries.

| would like to extend my gratitude to all
our investors for constantly placing their
confidence with MI, especially keeping
the faith in myself and the board even
when the times were challenging. As the
Managing Director, | reassure you that

Ml is well geared in all aspects to meet
our ambitious targets as we pursue new
frontiers for growth and to solidify our
position as a sustainable corporate leader
in Sri Lanka’s financial services sector.

| reserve my last words of tribute to all
our stakeholders and wish to convey our
sincere well wishes to everyone as we
look forward to your continued support in
our future endeavours.

Gerard G. Ondaatjie
Managing Director
31st May 2021

33



Consistent ideas
we trust




MANAGEMENT DISCUSSION AND ANALYSIS

Sustainable Value Creation Process — 36-46
Sustainable Business Model Adopted — 36-37

Stakeholder Management — 38-39
Stakeholder Matrix — 38
Stakeholder Engagement — 38
Material Matters — 39

Strategy — 40-46

Strategy Formulation — 40

Internal Environment Review — 41
External Environment Review — 42-43
Strategy Execution — 44-45
Resource Distribution — 46

Capital Management — 47-67
Financial Wealth — 48-57
Alliances — 58-59

Human Strength — 60-61
Intellect — 62-63

Infrastructure — 64-65

Nature — 66-67

GRI Standards Contents Index “In Accordance
Comprehensive” — 68-74

Independent Assurance Report on Sustainability — 75



Management Discussion and Analysis

Sustainable Value Creation Process

Ml is driven by an underpinning purpose of creating meaningful value that exceeds stakeholder expectations. Our vision, mission and
principles coupled with our values support our strategy in creating sustainable value for our stakeholders while contributing to the
country’s economic, social and environmental wellbeing. The integrated business model we adopt is unique to us and has evolved
encompassing mechanisms to achieve the gamut of corporate goals we aspire to and also wider responsibilities towards society, while
continuing to be influenced by trends and challenges in our business environment as well as widening stakeholder expectations.

We utilise our resources in the form of capitals which encompass financial wealth, infrastructure and the skilled and diverse workforce
we possess, along with our brand strength, ability to innovate, initiate and adapt to change, trusted and longstanding relationships with
our clients and society and a favourable natural environment in maximising our output and creating sustainable outcomes.

SUSTAINABLE BUSINESS MODEL ADOPTED

® (GRI 102-16)

Savings — Rs. 161.3 Mn
(® Borrowings
Institutional borrowings — Rs. 6.4 Bn

( \ ( \
Capital Input MI’s Value Creation Journey
. J \ J
( ) ( )
-
g. Financial Wealth Vision, Mission and Values
(® Shareholder funds — Rs. 10.3 Bn v
® Deposit base > ; : .
Fixed deposits — Rs. 22.9 Bn Internal and Operating Environmental Review
v

g < Stakeholder Corporate Strategy and
r '\ ) Management Goals/ Resource
" Alliances Targets Distribution

® Clientele > 62,000 >
® Relationship management team Pages 38-39 Pages 16-17 Pages 40-46

employees > 650
\@ Social investment — Rs. 0.5 Mn v

Primary Work Process

(

(3 Number of employees — 1,110

(® Investment on training — Rs. 0.66 Mn
. J

( ) Customer
‘ Intelligence and Evaluation and
Intellect Product Design Executions

® Industry expertise — 57 years
(® Financial professionals with over 10

N

years of experience — 16% iv
(3 Credit rating - BBB-(Ika) negative g ".‘
7 ) a
outlook J / ) G‘.
N -@ / Customer
o After Sales Relationship
.O Infrastructure Support Collections Management
(® Branch network — 39 branches A
(® Total property, plant and equipment —
Rs.3.3Bn J Support Functions
Corporate Planning and Monitoring] Human Resource Management | Marketing and
Communications | Information Technology Services | Audit and Control | Sustainability
Nature Management | Finance and Accounting | Administration

4
(3 Water consumption — 11,394 m3
k@ Energy consumption — 1,266,820 kWh |
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Sustainable Value Creation Process

Our value creation process ensures that we offer superior service to our clients in meeting their financial requirements through a
customer-centric business approach while generating consistent returns to our stakeholders. Towards this endeavour, our workforce
plays a foremost role in better understanding our clientele, which include our depositors as well as our borrowers and business partners,
promoting shared growth propositions to fortify the mutual bonds that we have enjoyed for decades, during this successful value
creating journey. Going beyond mere compliance with laws and regulations, we uphold sustainable value creation by minimising our
negative impacts and optimising our positive impacts in line with the United Nations Sustainable Development Goals (UNSDG) through
our products and services, business operations and social initiatives.

e N\ N\ A
Output Impacts Capital Outcomes
_ J J J
( \ ( ) ( )
(g ™ -«
: = N
< 4 Financial Wealth
sems |ending - O Net interest income — Rs. 3.1 Bn
bt ot Shareholders © Profit after tax — Rs. 614 Mn
® Lease granted — Rs. 7 Bn L ® Return on equity - 6.39% J
(® Loans and other advances granted —
Rs.7.7 Bn M= o r )
fih &N\ liances
\ J Clients (3 New customers — > 14,800
p N ® No of beneficiaries of social initiatives — 601
Customer survey score — > 81% satisfied customers
o ke - y )
; gm0 \
O
Deposit Mobilisation Staff * . ——
- uman ren
- . Fy: 9
(® Deposits mobilised — Rs. 8.1 Bn o (3 Employee training — 3,832 hours
 New deposit customers > 2,900 S .o C. S (®) Attrition rate — 20.42%
‘.) () Diversity profile — 22% women : 78% men
. () Employee volunteerism — 268 hours
L ) Business Partners \ J
( \ ( )
ﬁ ﬁ_‘ Intellect
\ Investments Regulators & New policies and procedures developed and
s O adopted

© Investment revenue — (3 Business process re-engineering including

Rs. 290 Mn automation of existing systems
. J
e “
h g L
( . Society and Q Infrastructure
Environment
o Other Ancillary ® Investment in fixed assets — Rs. 107.8 Mn
i Business _ @ Return on physical infrastructure — 16% J
(3 No. of insurance policies referred — ( - )
38,776
(» Insurance commission income — Nature
Rs. 74 Mn

(» Workshop revenue — Rs. 45 Mn

Impact Management Report is -
made available in our website. @ Green lending

L (3 Environmental protecting initiatives
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Sustainable Value Creation Process

STAKEHOLDER MANAGEMENT

At the core of our value creation journey and at the outset we capture our stakeholders’ expectations and concerns and strive to create
and sustain value towards those ends. Therefore, stakeholder participation is a vital and ongoing process that shapes our business
strategies.

STAKEHOLDER MATRIX

[® (GRI 102-40, 102-42)

While the stakeholders expand in parallel to the expansion of business operations of MI, our formal process supports categorising of
stakeholders into key stakeholder groups based on the impact of power and importance of interest of a stakeholder in shaping strategy.
Stakeholder classification consequently enriches the decision-making process and cements the underlying fundamentals revolving
around MI’s sustainable value creation process in producing enhanced value to stakeholders.

Stakeholder
Power
2

High

Keep Informed

Business Partners

Low

»

| 4
Stakeholder

Low High Interest

STAKEHOLDER ENGAGEMENT

@ (GRI 102-43,102-44)

Stakeholder priorities drive the corporate planning process and eventually our decision making. Thus, stakeholder engagement and
addressing their needs are vital ingredients in building a sustainable business platform for both the company and the respective
stakeholders. Different styles and methodologies are practiced in engaging with key stakeholders to uphold clarity, transparency and
consistency of the involvement. However, with the emergence of the COVID-19 pandemic, most engagement modes were transformed
from physical to virtual between many stakeholders of the company while delivering expected value without interruptions.
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MATERIAL MATTERS
® (GRI 102-46, 102-47, 103-1,

103-2, 103-3)

In deciding material matters relevant to our business operations, all stakeholder engagement feedback received is considered in
addition to economic, social and environmental hot topics related to the industry. We followed the guidelines of the IIRC (International
Integrated Reporting Council) and the GRI (Global Reporting Initiative) standards in identifying, managing and reporting material matters,
highlighting our approach to addressing concerns and linked SDGs and GRI topics while emphasising also on matters specific to MI.

As a result of the COVID-19 impact on business and stakeholder expectations, we observed special attention areas emerging and
certain matters becoming less important. Emerging risks of cyber-attacks with the increase in e-based transactions and moreover the
direct business impact hitting industry revenue and collections on account of constant lockdowns in key cities of the Western Province
brought about higher risk levels and hence greater focus on ‘red zone’ material matters.

Materiality Gauge Matrix

» Talent management and motivation
»  Cementing partnerships

» Beating rivalry
» Maintaining standards of governance

Significance and relevance for stakeholders

»
| 4

Significance and relevance for business decision making
@ Very High Materiality High Materiality @ Moderate Materiality

Detailed disclosures about Stakeholder
Management are made available in the
“Value Creation” web content pages 4 to 12.
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STRATEGY

Ml’s business model has remained robust and resilient even during these unprecedented times, encompassing an effective corporate
strategy that is well-aligned to its visionary aspirations while creating a sustainable platform for future growth prospects. The strategy we
embraced reiterated our efforts in building a solid foundation for future growth and nurturing a high performance-driven culture, while
embracing technology to take Ml to new frontiers and create a more financially-inclusive environment for those who patronise us.

In pursuing our vision, we were mindful of the governing principles and stakeholder expectations which form the foundation of all our
strategic initiatives. We have devised our strategy considering our strengths, weaknesses and operating environmental challenges

while focusing on emerging business opportunities. When formulating strategy, we were forced to revisit our business challenges to
cope with emerging COVID-based challenges. Accordingly, we addressed material matters (Refer page 39) that stemmed by setting
short-, medium- and long-term objectives whilst placing our main focus on shareholder value. In achieving our strategic outcomes, we
prioritised our critical activities during this pandemic situation and allocated resources effectively among our service value chain activities
to derive optimum results. Thus, despite global uncertainty and the adverse impacts of persistent economic headwinds, our strategy
execution demonstrated our ability to adapt with speed in response to the global pandemic, while extending our support to enrich

the lives of our stakeholders. Accordingly, in a year marked by a global health crisis, we manifested strong resilience by recording a
noteworthy Rs. 614 million post tax profit with a 65% year-on-year growth, thus yet again satisfying investor expectations.

STRATEGY FORMULATION

Strategic Planning
Process

Core Strategies Strategic
Deployed Outcomes

Service Value Chain
Resource Distribution
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Sustainable Value Creation Process

INTERNAL ENVIRONMENT REVIEW

Our Strengths

Key Strengths of Ml

How We Leveraged Our Strengths

Over five decades of business

@

excellence and a reputation gained as
a well capitalised “A” Grade finance ©)

company

Over 1,100 skilled employees

Recognised as one of the top 100

®
brands and top 15 companies to work  (3)
O

for in Sri Lanka

Use of state-of-the-art technologies and  (3)
advancements to keep pace with the ©)

technological boom

Enhanced brand image assisted us in widening our customer base and gaining trust
and confidence among depositors and other customers.

Accessed low cost funding, capitalising on financial strength and longstanding
reputation.

Demonstrated strong resilience despite the adverse impacts of the COVID-19
outbreak, recording strong and steady financial returns.

Offered a personalised and legendary customer service, going beyond expectations,
enhancing customer satisfaction and loyalty.

Through personal visits, extended financial assistance and guidance for customers
who were adversely affected by the COVID-19 outbreak, to overcome their issues.

Increased productivity through effective employee engagement and innovative
solutions.

Intensified internal infrastructure to accelerate future business expansion.
Heightened governance and risk and review framework.

Attracted and retained experienced and skilled individuals.
Enhanced productivity through increased employee motivation and value proposition.
Establishing good bargaining power in employee negotiations.

Expanded the retail customer base through the wider reach and convenience.
Higher branch volumes contributed to sustained competitive position, while retaining
market share.

Reinforced customer trust and confidence.
Maintained solid deposit retention levels.

Utilised technology in gaining operational excellence and value enhancement.
Increased productivity and customer convenience.

Our Weaknesses

Key Weaknesses of Ml

How We Overcame Our Weaknesses

Higher lease financing business
contribution to revenue

Fixed deposit remained as the primary 3

deposit product

Funding mismatches due to the

inherent nature of lending and deposit 3

mobilisation

Centralised core operations

Diversified product portfolio to maintain yields while controlling credit risks.
Newly-introduced gold loan business operations targeted at entering new markets
while broad basing the product mix.

Promoted savings products which included micro savings whilst migrating to a new
system solution with the ability to couple ATM services to promote savings products.

Promoted long-term deposits and encouraged deposit retention.
Eased the external funding composition by maintaining higher long-term borrowings.

Enhanced use of digital platforms in decentralising key processes.
Introduced wider payment platform choices to enhance customer convenience.
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EXTERNAL ENVIRONMENT REVIEW

PESTEEL Analysis

Impact on
the LFC
fa
" Sector

Political MI's

Political stability being established set the tone for a steady operating climate, but was pegged
back due to past bottlenecks and COVID crises.
Heightened political pressure impacted macro-economic policy and increased regulations on LFCs.

Tax concessions and various new initiatives towards an efficient and effective operating
platform uplifted market sentiments and ease of doing business.

Despite the challenging and volatile business context, Ml’s proactive strategic approach
enabled the Company to stay resilient, while adhering to heightened regulatory requirements.

Impact on
the LFC
Sector

| £

Economic

Approach

Economic slowdown and increased deterioration in borrower repayment capacity resulting
from the adverse effect of the COVID-19 outbreak led to industry-wide negative credit growth.
Curtailing imports of vehicles adversely affected the vehicle financing market with the increase
in vehicle prices.

Downgrading of the Sovereign rating and its cascading effect on the financial sector.

Decline in worker remittances adversely affected demand for vehicle financing and borrower
repayments.

Reduction in market interest rates stimulated modest credit growth from the third quarter onwards.
Upward revision in Loan to Value (LTV) ratio for specific motor vehicle categories assisted in
uplifting demand for vehicle financing.

Liquidity reliefs and other concessions offered with the COVID-19 outbreak enabled managing
of recovery delays and enhanced market liquidity levels.

Increased competition from the banking sector adversely affected the credit growth of the
finance sector.
MI continued to pursue a conservative lending approach to minimise credit risk by curtailing
riskier products and strengthening the credit evaluation process to mitigate the impact from
deterioration in asset quality.

Introduced the ‘Peer Review’ system as a proactive measure of evaluating changes in credit
risk profile while following up other early warning indicators.

Reinforced the recovery process by setting short-, medium- and long-term targets to reduce
the 90-day arrears contracts and expediting collections through a fully-fledged Call Centre,
Special Recovery Force (SFR) and legal teams.

Introduced ‘Gold Loans’ as a low risk product to meet urgent finance needs of customers.

Impact on
the LFC
Sector

®
’ x‘ Approach

Social

Increased demand for strategic corporate sustainability.

A few LFC failures continued to impact investor confidence and trust.

Threat of COVID-19 pandemic influenced health, job security and living standards.

Increased demand for more transparency and accountability.

Evolving customer demand and increased financial literacy heightened market competition.
MI has embedded strategic corporate sustainability into its business model with the aim of
creating a more sustainable and inclusive future for its stakeholders.

MI continued to cement trust and confidence among customers and the general public by
maintaining a strong capital base, sound liquidity position and steady profitability level while
complying with all the regulatory needs even in these challenging conditions.

In the backdrop of the COVID-19 pandemic, Ml stayed committed in extending its legendary
service to its customers, paying interest in advance during the lockdown period and providing
uninterrupted service, adhering to all health precautionary guidelines. Similarly, we safeguarded
the job security of our employees without any curtailments while ensuring their wellbeing.
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Impact on (3 Increased demand for online platforms with the COVID-19 outbreak.

the LFC (5 Increased risk of cyber security threats with technological sophistication and increased usage
Sector of online platforms due to COVID-19.

® Increased emphasis on capitalising on Artificial Intelligence, Robotic Process Automation

(RPA) and smart financing as a competitive advantage to enhance customer convenience and

efficiency.

Increased expenditure on ICT-based investments to stay competitive in the industry.

Higher dependency on technology increased risk of confidentiality.

,,,,,,,,,,,,,,,,,,,,,,,,,,, Use of Artificial Intelligence (Al for better decision making.

\ Ml’s Automated several core business and operational functions through Digitisation Committee
Approach along with a Business Process Reengineering drive.

Arranged remote access support to facilitate the ‘working from home’ mechanism to
successfully face pandemic challenges.

®
®
) Broad-based the payment platform by introducing Mobile cash and IPG (Internet Payment
®
®
O

®OO

Technological

Gateway) solutions to enhance customer convenience and to stay ahead of the competition.
Expedited the migration process of selected core functions to a new IT system, which supported
the expansion of payment platforms, improving process efficiency and overall productivity.
Upgraded IT security systems and reduced the risk of cyber security threats.

Transformed meetings and trainings to a virtual platform, enhancing convenience and productivity.

Impacton (& Increasing demand for ethical corporate practices to build customer trust and confidence.
®

the LFC Additional cost, effort and structural changes needed to comply with evolving governance
' Sector requirements.

Ml’s (3 Ml’s operations are underpinned by a solid governance framework and voluntarily embraced
Ethical Approach Corporate Governance Guidelines issued by CA Sri Lanka.

Impact on (5 Creates new business opportunities through environmentally-friendly initiatives.
the LFC 5 Surging need for environment protecting business practices due to climate emergency.
/@ Sector & Continuous attention on financial and non-financial disclosures of environmental impacts.
(> Greener environment practices build customer bond and loyalty.
"""""""""" © Continued to reduce GHG emissions to minimise adverse effects of operations onthe
Environmental Approach environment while focusing on becoming a carbon neutral entity in the medium term.
O

Carried out CSR activities towards environmental conservation, including beach cleaning.

Impact on (& Regulatory concessions g