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Ernst & Young Tel 1 +94 11 2463500 &8 PO=® 6,984,093 5,645,533
Chartered Accountants Fax Gen : +94 11 2697369 020 P00 (36'750634'70735 (35%23866'20%
201 De Saram Place Tax :+94 115578180 e b i —
o P.O. Box 101 eysl@lk.ey.com ®E0 0B POE® 2,860,263 2,149,842
BUIld_Ing a better Colombo 10 ey.com @ede) 5t eNBES epeIE® 89,797 83,622
working world Sri Lanka ®RED e o 6mIBS PO 89,797 83,622
) € FenRS 60ewHd pEHI® 330,258 275,851
8 c0erd® PO 3,280,318 2,509,315
BW/UM/MFI BB €5 FERWS FBHDIOB esEH) &f) BO® (426,353) (625,066)
®RED eBemrn® pon® 2,853,965 1,884,249
TO THE SHAREHOLDERS OF MERCANTILE INVESTMENTS & FINANCE PLC Ooe: 69ema® Boc®
Report on the audit of the Financial Statements e BEiDe Boe® (844,689) (678,232)
We have audited the financial statements of Mercantile Investments & Finance PLC ("The Company"), which comprise the statement of financial position as at T B w5 QOmBn (93,740) (69,180)
31 March 2018, and the statement of profit or loss and statement of comprehensive income, statement of changes in equity and, cash flow statement for the genns’ 60emrd Bnc® (847,904) (814,508)
year then ended, and a summary of significant accounting policies and other explanatory information. 8O c®evr® Bnc® (1,786,340) (1,561,926)
In our opinion, the accompanying financial statements of the Company give a true and fair view of the financial position of the Company as at 31 March 2018, 83 e BeH) DR DG GG O e B®
and of its financial performance and cash flows for the year then ended in accordance with Sri Lanka Accounting Standards. HBB eanducBDe® DEO 656 e®enr® @®r/ (ERX®H®) 1,067,625 322,323
Basis for opinion BEs 6630 BE®) DY BE EOG O B BB HBH eMIINDIBES Dg, (283,667) (112,838)
o ) ) " . ) esd) sem) Doy e gOo O D o®
We conducted our audit in accordance with Sri Lanka Auditing Standards (SLAuSs). Our responsibilities under those standards are further described in the 8es
Auditor's responsibilities for the audit of the financial statements section of our report. We are independent of the Company in accordance with the Code of 50 eadaiBed DCLO on e8ennd @un/ (Fnr) 783,959 209,485
Ethics issued by CA Sri Lanka (Code of Ethics) and we have fulfilled our other ethical responsibilities in accordance with the Code of Ethics. We believe that the PED SOOEOE @/ (@) 94,996 104,194
audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion. Qg 650 Beam® @ua 878,955 313,679
. SR> POEO D BDee® (364,890) (111,665)
Key audit matters Be on @d @ne 514,065 202,014
Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of the financial statements of the current period. genns SE86H b/ (Bne®)
These matters were addressed in the context of our audit of the financial statements as a whole, and in forming our opinion thereon, and we do not provide a - GO 655 FODHEO SEOBBDEENS
separate opinion on these matters. For each matter below, our description of how our audit addressed the matter is provided in that context. :?:m%dggm@:@m@/@z@gl) & “ e ar
©
i/(\)/etﬁea;/ee E;TLI;? the responsibilities described in the Auditor's responsibilities for the audit of the financial statements section of our report, including in relation B60® B OB0B e BSOS 6OeEEsmE DDDed OHEnD (56,158) 19,584
Accordingly, our audit included the performance of procedures designed to respond to our assessment of the risks of material misstatement of the financial §OB DIER QE VRO BB FEWRO HESBBDOH® DE AR
statements. The results of our audit procedures, including the procedures performed to address the matters below, provide the basis for our audit opinion on gonns DE8LHM Pond/ (Bwes) (56,158) 19,584
the accompanying financial statements. §28 HRB R EWHD 6 FRINHD BSOLBDOLHND DG
. 5 geons S8 ped®/ (Bne®)
Key audit matters specific to Company SmEsm EBBBOG BE G20 60 890,093 ,
. . QBB &5t GEADTBEB LM HHHBEND FHOBHG O BedBD de (447,581) 629
Key Audit Matter How our audit addressed the matter »ED 5OEBOE Fens SEBLE eIEd emO (49,323) (5,183)
Impairment of loans and advances BEN® e0BeDIBD DHSE O DIEEHND @B/ (RIDE) 14,095 (1,185)
P DIQOMD NG B DBy Dedre drest® (4,278) (2,826)
As at.31 March 2018, Igans &Radﬁances (I;ir of To Ie\s;e;sgaefrel?sonab.leness of the allowance for impairment, our audit procedures (among others) HOE TR RE @HSO 5 FRIHSO BEOBBDOHS DS
|mpa\rment) amgume t(g s.31.9 Bn. es‘e include e following: ®ED qomns JEELH o8/ (Bre®) 403,006 (8,565)
collectively contributed 79% to the Company's e we understood & evaluated the key internal controls over estimation of the allowance for impairment
total assets. o _ including those over identifying occurrence of loss events and non - performing loans; OBBs B B e Fenns SE8BE e/ (Boe®) (B 65t POEO) 346,847 11,019
Igﬁ:cut?vvg)ag?etgoers‘emﬁaaa‘;n;_‘?;i;t: \'zpeest‘iﬁrrfaatzg * We test - checked the underlying calculation [and data used in such calculations] on a sample basis; Ve sem e o §O BB80H Pon®/(Bxe®) (Dg o POE®) 860,912 213,033
At - * |n addition to the above, focused procedures were performed as follows: emdeD JB® 9od8
by management. The estimation involves a
complex calculation. Assumptions used by - Specific allowance for impairment: I CaOis) P GEb (67 17101 70
management in this calculation are inherently For a sample on non - performing loans & leases, management's forecasts of cash flows were test - =2z emdnn 88 gois (02 171.01 67.20
£3)@)05 IO @WBE (6T.) 15.00 =

judgmental. Note 10 to the financial statements
more fully describes the assumptions to which
this estimate is most sensitive.

We considered the estimation of allowance for
impairment as a Key Audit Matter due to
sensitivity of reported results (on financial

checked to historical patterns of customer repayment.Among other procedures, forecast cash flows

arising from collateral (or other source(s) of expected recovery) were verified to source documents;
- Collective allowance for impairment:

For loss rates used by the management, we assessed the appropriateness of the loss emergence

period including consistency with historical loss experience; assumptions on effects arising from

macro - economic factors were compared to published data.
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performance) to this allowance and the inherent e assessed the adequacy of the related financial statement disclosures as set out in note(s) 23-25 SLaSIED 62./000 &z."000
uncertainty involved in its estimation. G- g
O5®
Bed 63 ME® gOBed 763,819 1,244,554
Key Audit Matter How our audit addressed the matter Qo OB DG DB 218,102 53,501
K o QEs eciss - Bpénd eseH) O (5mHBD) 2,768,053 3,823,125
Revaluation of freehold land and buildings B0 65 FEHEES QDG G CF 14549 748 11366577
As of 31 March 2018, the Company carried ~ Among other audit procedures over revaluation of freehold land and buildings we performed following @R G Yes DERE 12,016,981 11,093,954
freehold land and buildings at fair value  specific procedures: @@ 9Q5@® 82@5&;0 5,368,388 6,184,745
amounting to Rs.1.6 billion and Rs661 million 4 \ye have assessed the objectivity, competence and capabilities of the external valuer appointed by the Bles REstEs - Ryl g 0D GEmE®) 70427 M2y
respectively, of which Rs.890 million has been management. genns’ JEr DS 506,326 445,786
recognized through OCl. ) ) ) CIBE 6,762 7,882
Fair value was determined by an external valuer *We ‘chtt?dd@ti the va\uat.lotn report to Zﬁta\r.wdan un?erithandmg (cj)f(tjhe \‘/vo;k don{e{ by ;htladv‘alucejr andd oS DD 104,102 81,732
engaged by the Company. The valuation was Evg‘:;.a e . tehapﬁpropr.m‘e?etss as atu it evidence for the recorded valuation of freehold land an @D g Dg 21,676 121,051
significant to our audit due to the use of estimates ulidings In the inancial statements. P NOBOE pecitn 1,006,506 995977
in the valuation techniques, and valuation is  ®We engaged internal specialists to evaluate the appropriateness of the valuation method and price Ppocite O5md 172,795 158,340
judgmental and is based on certain key range per perch with market data and other key assumptions applied by the external valuer in ecexng, BOGD &) OO 2,691,612 1,790,296
assumptions.  Given the  significance  of appraising the value. ®§ @‘56@@63 - jég;g ‘g;‘;g
assumptions associated with the valuation of o ! ' . . GRISHEn et . .
these assets we have considered the valuation of Lnofsgl]njn, we evaluated the overall appropriateness of the related financial statement disclosures in 8O oSS 40,355,948 37,492,664
freehold land and building as a key audit matter. ’ Oni®
Qo GBND 254,238 1,092,434
Other Matter B3 B DreSan 20,073,010 17,017,674
The financial statements of Mercantile Investments & Finance PLC for the year ended 31 March 2017, were audited by another auditor who expressed an &0 6PDEG Bum &) FeHWS HIG 9,327,958 10,165,837
unmodified opinion on those statements on 12 September 2017. Fomms Qs OoBO 814,105 776,819
Other information included in the 2018 Annual Report SeB8> B DOBHS 980970 361,223
Other information consists of the information included in the Annual Report, other than the financial statements and our auditor's report thereon. Management o D 39,104 39,640
is responsible for the other information. B@® NBexiBn DB 183477 171,772
Our opinion on the financial statements does not cover the other information and we do not express any form of assurance conclusion thereon. 8® 2ai38 31,672,862 29,625,399
In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing so, consider whether the other emOSwGiOSed g8
information is materially inconsistent with the financial statements or our knowledge obtained in the audit or otherwise appears to be materially misstated. If, HIBED HEDDE 36,000 36,000
based on the work we have performed, we conclude that there is a material misstatement of this other information, we are required to report that fact. We have SOBOED 500DB 1,928,250 1,535,061
nothing to report in this regard. O5DEBENBD 308D FOBEE 711,400 661,400
oy emene . . @eE, 30D 4,086,430 4,086,430
Responsibilities of management and those charged with governance for the financial statements SEHD gnB® 1720521 1291730
Management is responsible for the preparation of financial statements that give a true and fair view in accordance with Sri Lanka Accounting Standards, and for Brén® sem Do oD 200,485 256,644
such internal control as management determines is necessary to enable the preparation of financial statements that are free from material misstatement, 8O emOSwSdBed ad8ed 8,683,086 7,867,265
whether due to fraud or error. 8O DSBS ® OSBGOS FO8ed 40,355,948 37,492,664
In preparing the financial statements, management is responsible for assessing the Company's ability to continue as a going concern, disclosing, as applicable, e ®ERD DS® (68.) 2,888 2,617
matters related to going concern and using the going concern basis of accounting unless management either intends to liquidate the Company or to cease
operations, or has no realistic alternative but to do so. BoSn 560
Those charged with governance are responsible for overseeing the Company's financial reporting process. ©®® Er HI®EE 2007 gowm 07 £ BB smmO Gmd 6o O 4t DOO OB BHSm 6O
Auditor's responsibilities for the audit of the financial statements
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material misstatement, whether due to fraud
or error, and to issue an auditor's report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with SLAuUSs will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of these financial
statements. 8@ E OD. Ergda
As part of an audit in accordance with SLAuSs, we exercise professional judgment and maintain professional skepticism throughout the audit. We also: Ol e ANE)
* |dentify and assess the risks of material misstatement of the financial statements, whether due to fraud or error, design and perform audit procedures 6®® Y5 HIBHESE BDOEOE BERE DoB® ainis ®efan BB c6x) @ied.
responsive to those risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material GOsse OFDEG eDxeds axndm D6 ases e
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, ’
or the override of internal control.
A
* Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate in the circumstances, but not for the - e s %
purpose of expressing an opinion on the effectiveness of the internal controls of the Company.
* Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related disclosures made by management. GENE 8. 558 Qa@é 8. 3088
 Conclude on the appropriateness of management's use of the going concern basis of accounting and, based on the audit evidence obtained, whether a DEBZIMO GBS At
material uncertainty exists related to events or conditions that may cast significant doubt on the Company's ability to continue as a going concern. If we emE®
conclude that a material uncertainty exists, we are required to draw attention in our auditor's report to the related disclosures in the financial statements or, if 2018 @& 17
such disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditor's report.
However, future events or conditions may cause the Company to cease to continue as a going concern. @@56)(5)53 @:)6(5 Qb@@
* Evaluate the overall presentation, structure and content of the financial statements, including the disclosures, and whether the financial statements represent
the underlying transactions and events in a manner that achieves fair presentation. a0 2018 2017
* Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities within the Company to express an opinion
on the financial statements. We are responsible for the direction, supervision and performance of the audit. We remain solely responsible for our audit opinion. BROSmOE HEDD SEEFNSONO
We communicate with those charged with governance regarding, among other matters, the planned scope and tinting of the audit and significant audit QB® HSDDG (BEE 6656 PHBRND®), (Gz.’000) 6,027,104 5,753,830
findings, including any significant deficiencies in internal control that we identify during our audit. @O B 5e®O (Gz.'000) 6,440,556 4778415
We also provide those charged with governance with a statement that we have complied with ethical requirements in accordance with the Code of Ethics B HIBD ZNINSOD GXENIDG, FONDO B DO R DSDBORS HB®DGE 6 (GDBG 5%) 16.24 1717
regarding independence, and to communicate with them all relationships and other matters that may reasonably be thought to bear on our independence, and GO HBD FOENBOD GG, FOMHO OB DG g DSBS SBEOEH 6@t (DO 10%) 17.36 14.26
where applicable, related safeguards. 30D FOYEE Fnezs, §O orEsn DB sBrons e@e (FD®® 10%) 4326 46.22
From the matters communicated with those charged with governance, we determine those matters that were of most significance in the audit of the financial S5DBOE RENSOD OB (6 @ MEOE RENSOD $IO®)
statements of the current period and are therefore the key audit matters. We describe these matters in our auditor's report unless law or regulation precludes e @60 6 (62./000) 2512587 047,046
public disclosure about the matter or when, in extremely rare circumstances, we determine that a matter should not be communicated in our report because : 5 5 ! ’758 ! ’692
the adverse consequences of doing so would reasonably be expected to outweigh the public interest benefits of such communication. ce 250 D6 Fann HEEDER 6 : '
. RE0 GG G ERIDE HBEHDED 6 234 2.66
Report on Other Legal and Regulatory Requirements OROBEDE (Bennts ege)
As required by section 163 (2) of the Companies Act No. 07 of 2007, we have obtained all the information and explanations that were required for the audit and, 0B PBBD® 8.76 742
as far as appears from our examination, proper accounting records have been kept by the Company. D508 O §B® @¢ 6HEO0 650) 226 087
CA Sri Lanka membership number of the engagement partner responsible for signing this independent auditor's report is 2440. SS506 O 58@® (ReDO o58) 592 257
ODOSDOEN cOBEHNS (6z.’000)
$OGs §OB cOBE DS 2,031,099 1,724,423
Jg o O cOBE D5 2,311,081 1,861,433
RYN 230 e FOmS DB Gesed 8dlm®essd 1,242,297 1,147,357
DB Oesed egia®esss 1,329,160 563,377
gt co
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