Merchant Bank of Sri Lanka & Finance PLC

FINANCIAL STATEMENTS

A "[SL] BBB+ (Negative Outlook)"

Co.Reg.No. PQ10

STATEMENT OF PROFIT OR LOSS 2020 2019 @ 8o Bosnatmes
(In Rupees Thousand) Rs.'000 Rs.'000 N\ Gl tiwﬂm’aasrlu_lﬁu];m ;uF IME
Income 5,188,013 6,839,015 . NATIONALAUDIYT OERICE:
Tnterest and similar income 4,950,638 6,532,729 S ] memmocsumsLangEER | Bl o v
Interest and similar expenses (3,532,790) | (4,331,275) o
Net interest income 1,417,848 2201454 | T i Lanka & FinarcePLC
Reportaof the Auditor General on the
Fee and commission income 116,893 208,928 | pic 31 Decemb No.190f201.
Fee and commission expenses (22,071) (25,847) |,
Net fee and commission income 94,822 183,081
1.1 Opinion
Net trading income 10,312 9,652
Th it of th inancil satements of the Merchan anko 1 anks & Finnce LC (th ‘Comgy) an he consldsted iancl stement o the
Net galn/{lass) on fifandal Instruments'at faif vallie through company and itssubsidiary (the " Group”) forthe year il 1 20and
profit or loss 63,629 18,768 | thesttementf proft.aros the satementof satementof the year then
Other operating income 46,501 68,938 s it poliecs itk
Total operating income 1,633,152 2,481,893 | flo-19612018 Wy eporiofaris ice 154 6] audicl
Impairment charges for loans and other losses (563,431) (279,673) rmel
Sl atrueand fair Company and
Net operating income LOGO,TZL | 2202220 | it oot 51 ecembo 2650 nd f 15 hrancl peormonce nc s oo s o e oo tn cnded i ccordonce wit o Lok Accoun g
standards
Personnel expenses (1,091,985) (1,143,504) | 15 gacistoropinion
Depreciicon g anatisition (291,273) | (278,100) || g gy ausitin i ana s underthos standarcs e furtherdeseibed i the
Other operating expenses (571,882) (700,713) | auditor Audito the F port. | beleve that nd
Total operating expenses (1,955,180) | (2,122,317) | "peropriatctoprovideabasisiormyopinion
Operating profit / (Loss) before VAT on financial services and Emphass of Matter )
impairmert of investment In Group Companies (885,419) 79,903 | 19w atenion o5 e pncst stemens i e e Company's
Impairment reversal/(charge) of investment in subsidiary (a62,544) 220,692 | §5 sisinnisen
reversal/(charge) of investment in associate 5,058 (5,058)
: L ey 3t mates e those maters hat iy rcfes o Jodment, were o ot gcnce i my i o the fnancs sttements o he crrent
Profit / (Loss) from operations after i of i peri thereon, and do not
in Group Companies (1,342,905) 345,537 Fortac
Taxes on financial services = (288,343) | 1nave rosee sitisdscvd n he Autrs s fo e i e franci satemencs sctonof my e, i
Proft T Los] before Tncome T 3 7190 i s mater Aoy s i he perfrmanc of rcedns et respnd tom assmensf e sk of mers
Income tax reversal 234,600 45,390
Profit / {Loss) or the year (1,108,305) 102,584 | Kevaudit matter How my audit addressed the key auditmatter
1 assessed the alignment of the Group's expected credit loss model
Earnings per share: b o 9 with iderati f COVID 19 cts and related industr ias
ot Sarbleg i atar (15 (668) 062 | il sets coid st amortsedcos s dteminecinsccodnce w2 i considrat o industa esponses
proceduresincluded amongstothers the following:
+ 1 evaluated the design, implementation and operating effectiveness of
STATEMENT OF COMPREHENSIVE INCOME 2020 2019 Controls over estmaton of mpatment, which inctued asessing th 1evel
’ . of oversight, review and approvalof provision for impairment palicies and
(In Rupees Thousand) Rs.'000 Rs.'000 | cicuiations;and eright,revew and 2
« the degree of assumptions, udgements and estimation uncertainty ProceduresbytheBoardandmanagement
Profit/(loss) for the year (1,108,305) 102,584 | associated withthe calculations.
Key areas of signifieant judgements, estimates and assumptions used bv compuiations by, sgresing significant et tozotuce doctiments shc
Other comprehensive income/ (expenses) management i the assessment of
Other comprehensive income to be reclassified to following:  checkedthe underlying calculatons.
profit or loss in subsequent periods (net of tax): * the probable impacts of COVID-19 and related industry responses (e.2
Gains/(Losses) on re-measuring financial investments sovemment st pacoges and debt_ mortoram. rlef messres *
at fair value through other comprehensive income 6.737 3309 | vamedbythaCompan) .
Net other comprehensive income (expenses) to be « the determination on whether o not customer contracts have been  impairment:
. ; 5 Substantially modiied due to such COVID 19 rlated stimulus and relet
to profit or loss in periods 6,737 B e oruat wid st Ao i the sont o8 it ety
Other comprehensive income not to be reclassified to tecognised onaffectedloans andadvancesan
profit or loss in subsequent periods (net of tax): Evaluatingth sssociated reasonabily oftheprovisions made with
Actuarial gains/(losses) on defined benefit plans (53,290) (30822) | (yrvaraiooling macoeconomic facors, including developing and i ihlight
Deferred tax effect relating to components of other incorporating matroeconomi scenarios, given the wide ange ofpotental  Lmimcoreoveres
s e 14921 8,630 | cconomic oicomes and robatie mpacts from COVID-18 that may mpct
Net other comprehensive income/(expenses) not to =
be ified to profit or loss in periods (38,369) (22,192) Managementincluding the reasonablenessof forward-looking
Other comprehensive income/ (expenses) for the year, net of tax (31,632) (13,393) information andscenarios
s elevant, the bassfor and cata used by Management todetermine.
laysinconsiderationof the probable efects o the COVID-19
Total comprehensive income/(expenses) for the year, net of tax (1,139,937) 83,691 O an eraion ofhe provatle lectiot e
STATEMENT OF FINANCIAL POSITION 2020 2019
- : moratorium eliefmeasures granted
e R The weand Rs.'000 Rs.'000 i e dd
Assets
Cash and cash equivalents 742,106 1,355,785 and
Placements with banks & financial institutions 299,746 1,477,103 aisthg e msson
Financial investments at fair value through profit or loss 950,012 945,199 Hpectacloansandachvancs.
Loans & receivables at amortised cost 26,785,517 29,261,351 | assessed the adequacy ofthe elated financial satement disclosures a5
Financial investments at fair value through other setoutinNote3.5.12,12,23and 50.2.
comprehensive income 1,092,616 1,216,478 | imsystemsandcontrols relevanttofinancial reporting Myaudit proceduresincluded the following,
Financial investments at amortised cost 1,519 1,513 || The Company uses multiple IT systems in its operations. As such the y
Real estate stock 328,824 297,075 | Sompany'sfinancia reparting process i heaviy dependent on information 7 systems relevant to financial reporting, given the increase in remote
; ) erivedrom s Tsystems.
Investment in associate company 81,084 76,026
Investment in subsidiary 387,424 849,968 | ey inanial statment dislosuresinvoved use of reports generated rom » Understanding an evluating the e and operating effectvens of
Investment properties 114,370 107,276; | Dukple sriemsenllsion of informationand spreadhert, “hened v f multiple system reports and collation of
Property, equipment and right-of-use assets 758,690 895,799 required mvsm:am in calculating the significant information for financial
Intangible assets 146,493 180,255 | imadait dress Satementsdisclosures
Intangibl assets dodss : e e S S5 S
Oth: ts 418’048 301,288 Accordingly, | considered this asa Key audit matter. disclosuresfor accuracy and completeness.
er assel - L * Checking the underlying calculations and the reasonableness of
Total assets 32,359,209 36,975,116 cassifications made by management
o Rssessing the reasonabllty of Management's general ledger reconcilation
Liabilities
Due to banks 5,436,682 7,749,021 whererelevant
Due to customers at amortised cost 21,725,261 22,755,930 | 1. »
Debt issued and borrowed funds at amortised cost 2,568,829 2,466,268 | The other information comprises the information included in the Company's 2020 Annual Report, but does not nclude the financial statements and my
Curort cIlabliitios 14831 14,851 | eors epertherco, whh s copeiad o b mase sl e s th e of 1 rs por Namgeman s sparse o e ke
Deferred tax liabilities - 212,520 ester
Other liabilities 793,849 897,039 s
Retirement benefits. 351,906 271,699 | in doing so, consider whether the other information is materially inconsistent with the financial statements or my knowledge obtained in the audit or
T FTTER 7357325 ] othervise sppearstobe materiallymistated.
When | read the Company's 2020 Annual Regort, ,lamreguired 0
Equity rrection. I further
54 (6lof indlue course
Stated capital 2,124,857 2,124,457 i
Statutory reserves 234,613 234613 |
Retained earnings (893,794) 252,880 | for. g
OCI reserve 2575 (,162) | whetherdue tofraudor eror.
Total equity 1,867,851 2,607,788 management i resp disclosing, a5 sppiicable
ng he Sccounting unless ntendsto
ol el Ty 55355305 136975138 operations orhasnorealiticatternative but todoso.
I — Company
Commitments and contingent liabilities 107,800 121337 As per Section 16(1) of the National Audit Act No. 19 of 2018, the Group is required to maintain proper books and records of all its income, expenditure,
Net assets value per share (Rs.) 8.85 15.72 | 4,
My obiective the financal whether dueto
Asat fraud or eror, and o ssue an s - is: high level o butiz ot guaranee thatn
SELECTED PERFORMANCE INDICATORS 31/12/2020 31/12/2019
5 ” i v e s concicurd At . A o the gt o o eRScnaBly B AL 5 YR i B o
Regulatory Capital Adequacy as Dmmm udit sil the
Core capital (Tier 1 Capital), Rs. '000 1,300,793 1,911,904 | 2udit lakse:
Total Capital Base, Rs. 1000 1649456 2,925,463 | Meniyand st s matera mistementofthe tancil s, et due 0 or o, esn and o ot proccures
7 . nce thatssuffcent an opinion. via
Core Capital Adequacy Ratio, as % of misstatement msmtmg ‘from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions
Risk Weighted Assets (Minimum requirement, 6.5%) 4.41% 5.64% | misrepresentations, or the override of nteral control
Total Capital Adequacy Ratio, as % of Obtainan d butnotfor
Risk Weighted Assets (Minimum requirement, 10.5%) 5.59% 8.64%
Capital Funds to Deposit Liabilities Ratio Exlute the appropratenss of sccouning polies e 31 th Fessorblenss of secounting esmates 3 relted dicosres e by e
(Minimum requirement, 10%) 10.46% 16.70% =
Condiude on the e based on th whetners
1 conclod
(Quality of Loan Portfolio) hik et Sl | e e o e ek ' o the el sk 1 vkt bt o 1 2
Gross Non-Performing Accommodations, Rs. '000 5,383,243 4,744,019 CarportH
Gross Non-Performing Accommodations Ratio, % 17.05% 14.15% -
NGt NbR PULTSTAIRG Arorimsaallors Rati o0 Lo 70msg | e the cvrt e, st s conten ofthe il sttements. ncing the diclosres,and whethr th i stemens
| communicate with those charged with governance regarding, among other matters, significant audit findings, including any sgnificant dficencies n
Profitability (%) internalcontrothatldentify during my audi
Interest Margin i G2 |2, mmenenoeriesandnegaryteqiremenss
Return on Assets (before tax) -3.87% 0.16% |53, iredorthy roper
Return on Equity (after tax) -54.39% 3.99% ave beenkept by the Company as pr therequirementof section 163 (2) ) of the Companies Act,No. 7 of 2007 andthe section 12 a}of National
AuditAct No.19 012018
Regulatory Liquidity (Rs.'000) 2 section 151ofthe +,No. 07012007 e
Required minimum amount of Liquid Assets 1,531,136 2,870,890 19012018
Available amount of Liquid Assets 2,087,485 3,479,769 | 214
Required minimum amount of Government Securities 1,492,242 2,040,948 (V) af the National Audit Act, No. 19 of 2018. -
Available amount of Government Securities 1,517,503 2,060,240 |,5;
areoutof o 2 No.19of2018
Memorandum information 222
Number of employees 976 1,000 No-190f
Number of branches 40 40 e il .
rence to law/ direction cription
Number of other centers 9 9 Direction No.03 of 2018 issued by the Central Bank of Sri Lanka (Risk Weighted  Non-compliance with the Risk Weighted Capital Adequacy Ratios as|

Cap on Loans and Advances and Deposits
The Company has been imposed with caps of LKR 35 Bn onloan and advances (net of interest in suspense) and LKR
23Bn on deposits by the Central Bank of Sri Lanka with effect from April 2019 and May 2019 respectively pending
compliance with Capital Adequacy Ratios.

Certification;
We, the undersigned, being the Head of Finance and the Chief Executive (Acting) Officer of Merchant Bank of
Sri Lanka & Finance PLC certify jointly that:
(a) the above statements have been prepared in compliance with the format and definitions prescribed
by the Central Bank of Sri Lanka;
(b) the information contained in these statements have been extracted from Audited Financial Statements
of the Licensed Finance Company unless indicated as "Unaudited”.

(sgd-) (sgd.)

P 1 Kandanaarachchi ) Gamalath

Head of Finance Chief Executive Officer (Acting)
30/03/2021 30/03/2021

disclosedinNote 51.10f the financialstatements.

3 1
AuditAct, No. 19012018,

224 micall

of section i

 No. 19012018

Cl—my
WRCWidkramaratne
Auditor General
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