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Dear Sirs,

PEOPLE'S MERCHANT FINANCE PLC
ERRATA ANNOUNCEMENT INDEPEIIDE

Attn: Mr. Renuke Wiievawardhane
Chief Resulatorv Officer

AUDITED F'INANCIAL STATEMENTS F'OR THE YEAR BNDED 31S' MARCH
2020

We write for and on behalf of our client, People's Merchant Finance PLC (the "Cornpany"),
to inform you that the Independent ALrditor's Report & Audited Financial Statements of the

Cornpar,y for the year ended 31't March 2020have been changed due to the rectification in
the details of the core capital included in the financial statements in order to comply with
Finance Business Act No 42 of 2011 (FBA) and the Finance Business Act Direction No 03 of
2018 on capital adequacy requirements. As a result, Note 36 of Capital Management & Note
40 of Cap imposed by the Monetary Board of the Central Bank have been revised"

Summarized changes are as follows:

1. The amended Independent Auditor's report - please refer Annexure 01

(Cap on the total deposits and borrowing liabilities of the Cornpany included as - :<.ey audit
matter under the management's assessrnent of the Group's ability to continue as a going
concern; new paragraph on Other matter - Reissue of financial statements;The Paragraph
on 'Report on Other Legal and Regulatory Requirements has been changed.)

2. Prior Independent Auditor's report - please refbr Annexure 02

3. The amended Note 36 of Capital Management in audited financial statements - please
refer Annexure 03 (Tier I Capital, Total Capital & Capital ratio details has changed) and
Note 36.4 on 'Reissue of financial statements.

4. Previous Note 36 of Capital Management in audited financial statements - please refer
Anuexrrre 04.
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5. The amended & previous Note 40 of Cap imposed by the Monetary Board of the Central
Bank of Sri Lanka in the audited financial statements - please refer Annexure 0)
(The paragraph excluded regarding the rneeting of the minimum core capital requirement
of Rs. 1.5 Bn as at the reporting date.)

Arnended audited financial statements are uploadecl to the CSE website as Audited Financial
Statements for the year ended 3l't March 2020 (amended).

Yours faithfully,

S^D
Chief Executive Officer
CORPORATE SERVICES (PRIVATE) LIMITED
Secretaries
PEOPLE'S MERCHANT FINANCE PLC
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Annexure I

INDEPENDENT AUDITOR'S REPORT

TO THE SHAREHOLDERS OF'PEOPLE'S MERCHANT F'INANCE PLC

Report on the Audit of the f inancial Statements

Opinion

We have aLrdited the accompanying financial statemeltts of People's Merchant Finance pLC (,,the
Company") atrd the consolidated financials of the Company and its subsidiary ('the Group'), which
comprise the statemeut of financial position as at March 31,2O2O, and tfie statement of profit or loss and
other compreheusive incotne, statement of changes in equity and statement of cash flows for the year then
ended, and notes cornprising a summary of significant accounting policies.

In our opinion, the accotnpanying financial statements of the Company and the GroLrp give a true and fair
view of the financial position of the Company arrd the Group as at March 31.2020, and of their financial
performance and cash flows for the year then ended in accordauce with Sri Lanka Accounting Standards.

Basis for Opinion

We conducted our audit in accordance with Sri Lanka Auditing Standards (SLAuSs). Our responsibilities
utrder tlrose standards are further described intl"rc Auditor's Responsibilitiesfor the Audit ,, the Financial
Stalements section of our report. We are independent of the Group in accordasce with the Code of Ethics
issued by CA Sri Lanl<a (Code of Ethics), and we have fulfilled our other ethical responsibilities in
accordatrce with the Code of Ethics. We believe that the audit evidence we have obtainecl is sufficient and
appropriate to provide a basis for our opinion.

Key Audit Matters

I(ey aLrdit Ilatters are those matters that, in oul professional judgrlent, were of most sigpificance ip our
audit of the compatty and consolidated finaucial stater.nents of tlre currerrt periocl. These rnatters were
addressed ilt the context of our audit of the con-rpany financial statements and tlie consolidated fipancial
statelnents as a whole, attd in forn-ring our opinion thereon, and we do not provide a separate opinion on
these matters.

Risk description

As disclosed in Note lB to the finaucial
statements, the GroLrp and the Company has
recorded Rs. 1,65BMn as loans and advances net
of Rs. 477Mn expected credit losses as at March
31,2020.

SLFRS 9 "Financial Instruments" requires the

Our audit procedures to assess impairrnent of loans
and advances to cr.rstorners included,

. Assessrnent of the rnethodology inhereut within
the models against the requirements of SLFRS
9 - Financial Instrurnents;

' Challenging the key assurnptions in the ECL
Iication of tle expecle_d c1_e-dlt loqs (ECL)

Impairment allowance for loans and advances



rnodel which takes into accourrt judgements in
setting the assurnptions such as forward-looking
probability of default (PD), loss given default
(LGD), macroeconornic scenarios including their
weighting and judgements over the use of data
inpLrts required.

As at the repofting date 43% of total assets of the
Group consisted of loans and advances. Loan
impairment rernains one of the most significant
.jLrdgements made by rrauageltlent particularly in
light of the uncertain economic outlook in Sli
Lanka and, at the reporting date the potential
irnpact of the globalCOVID-19 outbreak.

We identified the impairrnent of loans and
advances to customers as a key ar-rdit matter
because of the inherent unceltairrty and
rranagement judgement involved in the ECL
rnodel and the materiality of the repofted
auronuts for loans and advances and impailurent
allowance.

Refer to Note 18 and Note 35 to the financial
statements and Note 4. 1 7 in the accotrrrting
policies.

models, including, staging, PD and LGD and
evaluating the reasonableness of
Management's key judgements and
estimates;
Testing the accuracy and completeness of the
data inputs by testing reconciliations between
source systems and the ECL model a1ld

assesslrent of economic information used
within, and weightings applied to, forward
looking scenarios;

Recalculation of ECL for a sample using the
key assumptiorrs used in the models, such as
PD and LGD;
Challenging how management had assessed the
irnpact of Covid-19 within the ECL rnodel to
assess whether it was appropriate,, considered
in the measurer.nent of ECL at the year end. In
particular, we challenged Managernent's
assessrllent of the likelihood of a severe
economic downturn caused by COVID-19 at
the reporting date with reference to the
reasonable and supportable information
available to management at that date;
Comparing the economic factors used in the
rnodels to market infonnation to assess whether
they were aligned with the market and
economic developrnent.

Risk tlescrip!ion

The financial statements of the Group have been
prepared on a going couoem basis. In adopting
the going coucern basis of preparation of the
financial statelreuts, the directors have reviewed
the Company's 12-rnonths cash flow projections
prepared by managelueut. The cash flow
projections were based on rnanagernent's
assumptions and estimation of future cash
inflows aud outflows, taking into consideration
the impact of COVID-19 related events.

Note 42 describes the impact of COVID-I9
outbreak to the current year financial statements
and possible effects to the Cor.npany's, future
prospects, performance and cash flows. The

Our res

OLrr audit procedures to assess the Group's ability
to corrtilrue as a going coucern included;

' Obtaining the Company's cash flow
projections covering a period of not less than
twelve rnonths fi'orn the reporting period end
date and challenging these key assumptions
used in preparing the projections;

. Evaluating the sensitivity of the projected cash
flows by considering downsi* - scenarios
together with reasonably plausible changes to
the key assumptious and considering whether
there were any indicators of management bias
in the selection of the assumptions;

. Assessing correspondence with the Regulator

I ordel to- eva]ual-g llle polentia_l impac! _ag{jhg
mllagement has described 

llow theV_ plan to deal

Management's assessment of the Group's ability to continue as a going concern



with these events and circumstances as the
outbreak is still prevailing as at the date of this
repofi.

*As described in Note 40 to tlie financial
statements, the Monetary Board of the Central
Bank of Sri Lanka has imposed a cap on the total
deposits and borrowing liabilities 0f the
Cornpany until the Company meets the
Minirnum Core Capital as per Finance Business
Act Direction No. 02 of 2017 .

We identified tlre assessment of going concern as

a key audit matter because the assessment of
going concern involves consideration of future
events and con-rplying with the regulatory
requirements of the Central Bank of Sri Lanka.
Irnpact arising fi'om COVID-19 reqLrires the
exercise of significant rnanagement judgement in
assessing future cash inflows and outflows which
could be subject to potential bias.

agreed rectifications for the rltn-compliances
with regulatory requiremeuts, urd evaluating
classification of additional cr ;h infused as

advances agaiust futule issue oi'shares during
the year with the relevatrt supporting
documents;

' Assessing disclosures

statements.

tlre financial

*Other matter - Reissue of financial statements

We draw attention to Note 36.2 to the financial statements, which cliscuss that the lrreviously issued

financial statements have been revised and reissued as a result of the error of considerini; advance against

stated capital as part of the regulatory Core Capital. This audit report supersedes our alrdit repoft on the

previously issued financial statements dated 30tl'June 2020.

Other Information

Management is responsible for tlie other information, The other infonnation comprises the information
inclLrded in the annual report br,rt does not include the financial statements and our auditor's report
tlrereon.

Our opinion on the financial statements does not cover the other information and we tlo not express any
form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other infonnation
and, in doing so, consider whether the other information is rnaterially inconsistent ,'vith the financial
statements or oLlr knowledge obtained in the audit or otherwise appears to be materitlly misstated. If,
based on the work we have performed, we conclude that there is a material misstaterttt:nt of this other
information, we are required to report that fact. We have nothiug to repoft in this regard.

Responsibilities of Management and Those Charged with Governance for the Finarrcial Statements

Management is responsible for the preparation of financial statements that give a true and fair view in
accordance with Sri Lanka Accounting Standards, and for such internal control as mauagement

determines is necessary to enable the preparation of financial statements that are fi'e. fiorn material
misstaternent, whether due to fraud or error.



In preparing the financial statements, marlagemeut is responsible for assessing the Group's ability to
cotttitrtte as a goirtg concenl, disclosing, as applicable, matters related to going concent and using the
going concern basis of accountiug unless rnanagement either intends to liquidate the Group or to cease
operations, or has no realistic alternative but to do so.

Those charged with governance are responsible fbr ovelseeing the Company's and the Group's financial
reporting process.

Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurallce about whether the financial statements as a whole are
free from uaterial misstatement, whether due to fraud or error, and to issue an auclitor's report tlrat
inclLrdes our opinion. Reasonable assurance is a high level of assurance but is not a guarantee that an audit
conducted in accordance with SLAuSs will always detect a material misstatement hen it exists.
Misstatemeltts can arise ft'orn fi'ar"rd or error and are considered ntaterial 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.

As part of an audit in accordauce with SLAuSs, we exercise professional judgrnent and rnaintain
professional skepticisni throughout the audit. We also:

' Identify and assess the risks of material misstatement of the financial statements, whether due to
fi'aLrd or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sLrfficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material Inisstatement resr.rlting frorn fi'aud is higher than for one resulting fi'om error,
as fraud may involve collusiou, forgery, intentional omissions, misrepresentatiorrs, or the override
ofinternal control.

Obtain an understanding of internal control relevaut to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Company and Group's internal control.

Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures rnade by managernent.

Conclude ou the appropriateness of management's use of the going concern basis of accounting
and, based ort the audit evidence obtained, whether a rnaterial uncertainty exists related to events
or conditions that Inay cast significant doubt on the Group's ability to continue as a going
collcerll. If we conclude that a material uncertainty exists, we are required to draw attention in our
auditor's reporl to the related disclosures in the financial statements or, if such iisclosures are
inadequate, to modify our opinion. Our conclusions are based on the ar-rdit evidence obtained up
to the date of our auditor's report. However, future events or conditions may cause the Group to
cease to contirrue as a going concern.

Evaluate the overall preseutation, strllctllre and conteut of the financial stater.nents, including the
disclosures, and whether the financial statements represent the Lrnderlying transactions and events
in a lnanner that achieves fair presentation.

. .,



' Obtain sufficier-rt appropriate audit evidence regarding the financial information of the entities or
business activities within the Group to express an opinion on the financial statements. We are
responsible for the direction, supervisiou and perforntance of the group audit. We rernain solely
responsible for our audit opinion.

We coururutlicate with those charged with governance regarding, arnong other matters, the planned scope
and tirning of the audit and significant audit findings, including any significant doficiengies in internal
control that we identify during our audit.

We also provide those charged with govemance with a statement that we have complied with ethical
requirelnents in accordance with the Code of Ethics regarding independence, and to communicate with
them all relationships and other uratters that rnay reasonably be thought to bear on our ildependence, and
where appl icable, related safeguards.

Frorn the matters cotntnuuicated with those charged with governallce, we detennine those matters that
were of niost significauce iu the audit of the financial stateurents of the current period and are therefore
the key audit rnatters. We describe these matters in our auditor's report unless law or regul-tion precludes
public disclosure about the matter or wheu, in extremely rare circurnstances, we determilte that a matter
should not be cotnmuuicated in our repoft because the adverse corlsequences of doing so would
reasonably be expected to oLrtweigh the public interest benefits of such communication.

Report on Other Legal and Regulatory Requirements

As reqLrired by section 163 (2) of the Companies Act No. 01 of 2007, we have obtained all the
information and explanations that were required for the audit and, as far as appears frorn our exarnination,
proper accolrntiug records have been kept by the Company.

**Fufther, as described in Notes 40 to the financial statements, the Company does not comply with the
requirements of the directions issued by the Central Bank of Sri Lanka to Licensed Finance Companies
for tlre Mininium Core Capital Requirernent (Direction No. 02 of 2017) as at the reporting rlate.

CA Sri Lanka metnbership trumber of the engagement partner responsible for signing this independent
auditor's report is 1224.

CHARTERED ACCOUNTANTS
Colombo, Sri Lanka

27 August2020

* It has included Cap on the total deposits and borrowing liabilities of the Company included as a key
audit matter under the Managemeut's assessrnent of the Group's ability to continue as r ,oing concern;
New Paragraph on Other matter - Reissue of financial statements

** It has inclLrded the Compalty does not comply with the requirements of the directions issued by the
Central Bank of Sri Lanka to Licensed Finance Companies for the Minimum Core Capital Requirement
(Direction No. 02 of 201 7) as at the reporting date.

ii1



Annexure 02

INDEPENDENT AUDITOR'S REPORT

TO THE SHAREHOLDERS OF PEOPLE'S MERCHANT F'INANCE PLC

Report on the Audit of the Financial Statements

Opinion

We have audited the accompanying financial statements of People's Merchant Fin., ;e pLC (',the
Company") and the consolidated financials of the Company and its subsidiary ('the Group'), which
conrprise the statemeut of fiuancial position as at March 31,2020, and the statement of profit or loss and
other comprehensive ittcorne, stater.nent of changes in eqLrity and statement of cash flows for the year then
ended, and notes cornprising a sLlmmary of significant acconuting policies.

II.t ottr opinion, the accompanying financial statements of the Cornpany and the Group give a true and fair
view of the financial position of the Company and the Group as at March 31,2020, and of their financial
performance and cash flows for the year then ended in accordance with Sri Lanka Accounting Standards.

Basis for Opinion

We conducted our audit in accordartce with Sri Lanka Auditing Standards (SLAuSs). Our responsibilities
uttder those standards are further described inthe Auditor's Responsibilitiesfor the Audit. .'.the Financial
Statements section of our report. We are independent of the GroLrp in accordance with the Code of 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 audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Key Audit Matters

I(ey audit matters are those matters that, in our professional judgmellt, were of most significance in our
audit of the compatty and consolidated financial statements of the current period. These matters were
addressed in the context of our ar-ldit of the company financial statements and the consolidated financial
stateurents as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on
these rnatters.

Our

As disclosed in Note 18 to the financial
statemellts, the Group and the Company has
recorded Rs. l,65BMn as loans and advances net
of Rs. 477Mn expected credit losses as at Marclr
31 ,2020.

Our audit procedures to assess impairment of loans
and advances to customers included,

. Assessment of the methodolory inherent within
the models against the requirements of SLFRS
9 ; Fipalcial 

-l1st11ype1ts;

Impairment allowance for loans and advances

Risk description



SLFRS 9 "Financial Instruments" requires the
application of the expected credit loss (ECL)
rnodel which takes into account judgernents in
setting the assumptions such as forward-looking
probability of default (PD), loss given default
(LGD), macroecouomic scenarios including their
weighting and judgements over the use of data
inpr"rts required.

As at the reporting date 43oh of total assets of the
Group consisted of loans and advances. Loan
impairment renains one of the most significant
judgernents rnade by maltagement particularly in
light of the uncertain econorlric outlook in Sri
Lanka and, at the reporting date the potential
impact of the global COVID-19 outbreak.

We identified the impairrnent of loans and
advances to cr"rstomers as a key audit matter
because of the inhereut uncertainty and
rranagelrent judgernent involved in the ECL
model and the materiality of the reported
aurourrts for loans and advances and impairrrent
allowance.

Refer to Note 18 and Note 35 to the financial
staternents and Note 4.17 in the accounting
policies.

of the Grou

nigI a.i".ipii;;

I The financial staternents of the Group have beerr
prepared orr a going coucent basis. In adopting
the going coucern basis of preparation of the
financial staternents, the directors have reviewed
the Company's 12-rnonths cash flow projections
prepared by managelneut. Tlie casl.r flow
projections were based ol.l rnanagement's
assumptions and estimation of future cash
iuflows and outflows, taking into consideration
the impact of COVID-19 related events.

Note 42 describes the impact of COVID-l9
outbreak to the current year financial statentents
and possible effects to the Cornpany's, future
prosp-_e-c!s, pefonnance and cash flows. Tlie

Challenging the key assumptions in the ECL
models, including, staging, PD and LGD and
evaluating the reasonableness of
Management's
estimates;

key judgements and

Testing the accuracy and completeness of the
data inputs by testing reconciliations between
soul'ce systerns and the ECL rnodel and
assessrrent of econornic information used
within, and weightings applied to, forward
looking scenarios;

Recalculation of ECL for a sample using the
key assumptions used in the models, snch as
PD and LGD;
Challenging how managerneltt had assessed the
impact of Covid-19 within the ECL model to
assess whether it was appropriately considered
in the measurernent of ECL at th- ,ear end. In
particular, we challenged Management's
assesslneut of the likelihood of a severe
econornic downturn caused by COVID-19 at
the reporling date with reference to the
reasonable and supportable information
available to managernent at that date;
Cornparing the economic factors used in the
models to market information to assess whether
they were aligned with the market and
economic developrnent.

O*u-r re-s_po-pg_e

Our audit procedures to assess the Group's ability
to continue as a going concent included;

. Obtaining the Cornpany's cash flow
projections covering a period of not less than
twelve months from the reporting period end
date and challenging these key assumptions
used in preparing the projections;

. Evaluating the sensitivity of the projected cash
flows by considering downside scenarios
together with reasonably plausit , changes to
the key assumptious and considering whether
there were any indicators of management bias
in the selection of the assumptions;



lnauagernent has described how they plan to deal
with these events and circumstances as the
outbreak is still prevailing as at the date of this
report.

We identified the assessment of goirlg collcern as

a key audit rnatter because the assessment of
going concorn involves considoration of future
events and complying with the regulatory
requirements of the Central Bank of Sri Lanka.
Impact arising from COVID-19 requires the
exercise of significant managernent judgernent in
assessing future cash inflows and outflows which
could be sLrbject to potential bias.

Assessing correspondence with the Regulator
in order to evaluate the potential impact and the
agreed rectifications for the non-compliances
with regulatory requirements, and evaluating
classification of additional cash infused as

advances against future issue of shares during
the year with the relevant supporting
documents;
Assessing disclosures
staternents.

the

Other Information

Manageuent is responsible for the other information. The other information comprises the infbrmation
inclLrded in the annttal report br"rt does not include the financial staternents and our auditor's report
thereon.

Our opinion on the financial statetnents does not cover the other information and we do not express any
form of assurance couclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the r,1..-r information
and, in doing so, cottsider whether the other information is rnaterially inconsistent with the financial
statetnetrts or ollr knowledge obtaiued in the aLrdit or otherwise appears to be materially rnisstated. If,
based on the work we have perfolmed, we conclude that there is a material misstatement of this other
infortnatiott, we are required to repoft that fact. We have nothing to repoft in this regard.

Responsibilities of Management and Those Charged with Governance for the Financial Statements

Management is responsible for the preparation of financial staternents that give a true and fair view in
accordance with Sri Lanka Accounting Standards, and for such internal control as rnanagernent
deterttrines is necessary to enable the preparation of financial staternents that are free from material
misstatement, whether due to fraud or error.

In prepariltg the financial statements, rrlanagelrent is responsible for assessing the Group's ability to
contiuue as a going concem, disclosing, as applicable, matters related to going conce.r,..:nd using the
going concern basis of accounting unless mauageulellt either intends to liquidate tlie Group or to cease
operations, or has no realistic altemative br-rt to do so.

Tltose charged with governauce are responsible for overseeing the Cornpany's and the Group's financial
reporting process.

Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurauce about whether the financial statements as a whole are
fi'ee fi'om material misstatement, whether dLre 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 iu accordance with SLAuSs will always detect a material rnisstatement when it exists.
Misstatelnetlts calt arise fi'om fraud or error and are considered material if, individually or in the



aggregate, they could reasonably be expected to influence the econornic decisions of users taken o1 the
basis of these financial statelrents.

As part of an audit in accordance with SLAuSs, we exercise professional judgment and rnaintain
professional skepticisrn throughout the audit. We also:

' Identifu and assess the risks of niaterial misstaternent of the financial statements, wliether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatemetrt resulting from fraud is higher than for one resulting fr.orn error,
as fraud may involve collusion, forgery, intentional omissions, rnisrepresentations, or the override
of internal control.

Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circurnstances, but not for the purpose < " expressing an
opinion on the effectiveness of the Company and Group's internal control.

Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosr"rres made by rnanagement.

Conch-rde on the appropriatertess of rrauageulellt's use of the goiltg concern basis of accounting
attd, based on tlte aLrdit evideuce obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doLrbt on the Group's ability to continue as a going
coltcern. If we conclude that a material unceftainty exists, we are required to draw attention in our
auditor's report to the related disclosures in the financial statements or, if such disclosures are
inadequate, to modify our opiniot't. Our conclusions are based on the audit evidence obtained up
to the date of our auditor's repoft. However, future events or conditions may oause tlte Group to
cease to continue as a going concent.

' 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.

' Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Group to express an opinion on the financial statements, We are
responsible for the direction, supervision and perforrnance of the group audit. We remain solely
responsible for our audit opinion.

We cotntlulticate with those charged with governance regarding, alnoug other matters, the planned scope
and tining of the audit and significant audit findings, including any significant deficie,: -ies ir.r internal
control that we identify during our audit.

We also provide those charged with govemance with a statement that we have cornplied with ethical
requiretneltts in accordaltce with the Code of Ethics regarding independence, and to cornmunicate with
therrr all relationships and otltet't.natters that may reasonably be thoLrght to bear on our independence, and
where applicable, related safeguards.



From the matters cotnmunicated with those charged with goventance, we determine those matters that
were of rnost significance ir.t the audit of the financial staternents of the current period and are therefore
the key audit matters. We describe these rnatters in our auditor's reporl unless law or regulation precludes
public disclosure about the lnatter or wlten, in extremely rare circumstauces, we determilte tSat a matter
should not be cotnrnuuicated in our report because the adverse cousequences of r' 'ng so would
reasonably be expected to outweigh the public interest benefits of such cornmunication.

Report on Other Legal and Regulatory Requirements

As reqtrired by section 163 (2) of the Companies Act No. 07 of 2007, we have obtained all the
informatiotl and explatrations that were required for the audit and, as far as appears frorn our exarnination,
proper accounting records have been kept by the Cornpany.

CA Sri Lattka mernbership number of the engagement partner responsible for signing this independent
auditor's report is 1224.

CHARTERED ACCOUNTANTS
Colombo, Sri Lanka

30 June 2020
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Annexure 03

Capital management

Capital managemcnt
The Company's capital management is perlbrnrecl primarily consitlering regulatoD/ capital

The Company's lead regulator, the Central Bank of Sri Lanka (CBSL) sets antl monitors oapital requirements for the Company.

Capital consist ofordinary shares, retained eaflrings ofthe Company. The Boarcl ofclfectors monitor the return on capital as well as
the level ofdividencls to ordinary shareholders.

The Company's main objective is when managing caprtal are:

0l) to saf'eguartletl the Compauy's ability to continue as goirrg concern, so tlrat it can continue to provide returns fbr shareholtlers
02) to provide an adequate return to shareholders by pricing products ccrnrmensurately u,ith the level ofrisk; and

Furtller. the Boarcl seeks to matrrtaill a balance between higlrer targeted returns that might be possible with higher level of b6rrgwurg
and the a('lvantages antl security atlbrclecl by the strongcapital position of the Company.

Catcgo ry 3u03t2020 3t/03/2019
Rs.000 Rs.000

Total liabilities

Less: Cash and casl.r equivalents

Net debt

Total adjusted equity (excluding advance against stated capital)

2,262,441 2,7s0.425
29t,440 226,281

1,971,001 2,524,t44

1,2s2,501 t42.958

Net debt to adusted equity ratio I7.66

36.2* Re-issue of financial statements

The Company leissued the fnaicial statements and the auditor's Leport dated 30th June 2020 due to the enor of considering

advanced received against stated capital arnounting t0 Rs 300 Mn as part 0f regulatoD, core capital in the computation of capital

adequacy as per the Finance Business Act N0 24 of 20ll and the FinancialBusiness Act -Direction No 03 of 2018. Further the

Company had disclosed that it meets the requirements of minimum Core Capital as per the Finance Business Act - Dir.ection No 02

of20l7 as at the year end. However, excluding the advance agahst stated capital ofthe Rs 300 Mn fiom regulatory core capital, the

Company does not meet the minimum Core Capital requirement as at the f,lrancial year end.These erors w€re amendod and

presented in Note 36.4 and Note 40 to the financialstatements,

*The paragraph included regarding the Re-issue of financial Statements.

1,57



36 Capitalmanagement(ronlinued)

l6,l Capitaladquacr

Ihe details 0fthe compLrtation olrisk ririghhd assels. capikl and the ulios oflhe conrpal arc.siven belo$':

Totrll dsk ruighhd msets tomputltion

As tt Slsl Murch 2020

Amount Rhkll'eight

Fador %

Rs,'000

Risk\l'eighted lmount

Balarce

Its,'000 Rs,'000

RiskWeighted

Balarce

Rs,'000

20t9

Risk l\ieight

tr'artor%

Clirins on Governntnt ofSri Larrla, Public Sector [ntilir:s arrd Central Brrnli ofsri Lankrr

Ccjrkal Bark olSri Lanka _ IBj.l34

Clainrs on financial institutions

Bar]'s

,ddA lo tsBB-

50%56,747

Retaildirims

Rrlail clainrs il
Clrtims Srcunrl b1' Goltl

to 70% olthe ilirrkel

claiu portion oler 70% oilhe

Rttail claims scrund bv immorable propr:r1r,

tbr

Orkr_lgtlilclajills_ -_ .-- -_____ -_ . . .- 18?,596 tz1t/u 2j.l,l95 iitiil--"'" t15t7, Zt6204
\on-pcrfo rming nlail rtrirr r,.rn[

or morr lhm 20%

0ther Nun.Pedornring Jssets

l&ilc [ro.rjsLo-ts_geEualor rlge..lran 20% 156,695 t50% 2J5,0{2 75,574 100% 75.j1,4

0thcl rlrlim(asscts)

u{q-!r4!rL,r,r- 

-__=-- -- 
__--- _ ___iJol_ !% __ --- __lurq _ _!,z_ . 

_
in the lrocess olcollection 10% 29,95t 20yo

Othor,qssetVEuroNres ZZg,Oll t00yo ZZn,Oll gi,j74 
---'- 

l00i,------g7.r;"
Risk \\bighted lmomt lor 0rrerational Risk lt? J6q lrn r,re



J6

J6,4

Capital management (continued)

Total Capihl Base Computation

As nt 3l llnrch
2020

Amount

Rs,'0m

2019

Amorrnt

Rs,'000

Thr I capitrrl

Stated caprtal

ReseLvc lirnd

Auditcd retained earnings/(losses)

Transaction co$ rclated to ri$ts issru

(lcsg Ru'alualion gains/uuplus of in,rslment proputl

(jeneral and other disclosed reserves

CruLent leari prclit(loses)

**lier I capitrrl

Adjustnenh to Tier I cnpital

0ther intangiblc asets (net)

50% ofinrcstment in olhor bankingand finnnrial institutions

*l1ier I Capital (afhr adjustments)

Tier 2 Capitrrl

Inslrunrenh qualified as Tier 2 capital

Relaluaion gains (50% oleligible relalLralion gaing

fligibh Tier 2 Capital

Total Adjustmenh to eligibh Tier 2 Cnpitnl

2,440,190 1.238.102

7,259 7,259

(1,t02,600 (1,004,439)

(12,020)

CI0,420

1,252,501

0,033)

(2,480

(s5r)

1,249,469

(98.164)

r42.958

(i,856)

(5,r25)

(73r)

t31,102

Core Capital Ratio (l\linimurn 6%)

Cort Capilal Ratio

CorcCqinl t 100

= Xrrt llkightr;tA$r:ts
$58%

Total Risk \\'eighhd Capital Ratio (i\linirnunr l0%)

TotalRisk Neighted Ctrpilrrl Ratro

CnlinlBrce .t 100

= nlrl lleightelAsets
39,56% 4.82%

J6,5 Computation of Capital Adequao Rltios

operalional risk.

As nt llst llarch

Baserl on Direction No, 0J of 2018

2020 2019

Core Capilal Ralicr

1'otal Capital Ratio

Baseil on Direction No. 0i of20l8

Based on Direotion No, 0i of20l8

39.58% 4.85%

3956% 4.82%

*x Advance against Stated capital excluded from Tier L Capital

*x* Advance against stated capital also excluded from Tier 2 & Total capital



Annexure 4

36 Capitalmanagement

The Cornpany s main objective is lvhen managing capital are:

0 I) to safeguarded the Compant"s abilit1 to contrnue as going concern, so that it can continue to provide returns for shareholders and

02) to provide an adequate teturn to shareholders b1' pricing products commensuLatell with the level of risk; and

FurtheL, the Board seeks to maintain a balance behvem hi$er targeted retuns that mi$tbe possible with hi$u level of bororving

and the advantages and secuLitr afforded by the stLong capital position ofthe Company,

Category 3r/03/2020 3tfitnug

Rs,000 Rs,000

Total liabilities

Less:Cash and cash Euivalents

Net debt

Totalequity

2,162,441 2,:i5|",425

291,440 226,791.

1,971,001 2,524,]l44

1,552,501 l42,g5g

Net debt t0 adjrrsted equitl ratio at 31 March l,2T 17,66

The Regulatory Capital requirements for the Finance Companies are set bl,the CentLal Bank ofsri Lanka.



Capilal managenent (rontinued)

Capital adequarr

The delaih ofthe computatron ofrisk rierghted a$ets, capitai arrd the rfltros ofthe cornpanr are gii'en below:

Total risk Ieighled assels compulation

As nl 3hl llnrdt

Amount

Rs,'000

2020

Rlil \Yeight

iartor%

2019

Risk \Yeight

Iactor%

RirkWeighhd

Balance

Rs,'000

Risk \Yei$ted Amount

Balmce

Rs.'000 Rs,'000

Claims on Coremment ofSri Lanka, Publh Sector [nlities and Crntral Bank ofSri Lanka

Banks

.{AA to BBB- 200/o

.{.,\A to AA-
0o/o

00.0

|/o

200/0

50%A+ l0 A.

Unrated

Retail claims

0rl|llnding dailt portion up lo 70% of the rrrarlet yalue ls,J?l

Relail r;lains irt rcsper:l 0f rnotor lehicles ard

70% ofthe market value

Retrtil rlaims seured br immorubh propeilr

Retil dqls tllal do mt qualfl for reg.rlaton capital purposes

100%r00%

r00%r00%

l25o/o

Non.performing relail claims secured bl innrorable properlr

0lher retail claims

or norc tllm 20% 50%

rioru are hss than 20%

Non-Perfonning Assets (NPAg

r00%

,isions 
are equal or ruore lharr 20%

0lher daim(assets)

Nohs and Coilrs

Cash lterns in tk Process olcollectron

Fired,{lseh

100%

,0o/o

200/0

r50%

0%

200/o I

r00% t1 i6t r00% r3,56t

0lher r00% r00%

Risk Arnount

Total Risk Amount

Cerlral

882,327 1.990.066

Claims Secured br Gold

lEclc-lryyisirnsarcequalorn0retharr20% _ _ 9&281 _100%. , lUgt 19,077 _50%_ 9,539

0tkr Non.Performin g Assets



Capital management (continued)

Total Capifal Base Computation

As ut 3l lluth
2020

lmount

ih,'000

20t9

Amormt

Rs.'000

Iier I capitnl

Statetl capital

0ther componenh of quill

Resene fLrnd

Audihd retained eanlrgs/(losses)

Transaclion cosl rekled to rrghts issue

(less) Rcrahraliun gains/surplus of ilveslment properlr

Geleral and olher disclosed reseryes

Clrreltrear\ prcfil(losses)

lier I rapital

Adjuslnrcnh to Ter I capital

0l[er inlangible asseh (rret)

j0% of inrosluurt il olhcr banking ard finirncial instihrlions

Trcr I Capital (rlfhr arljustmcnts)

'litr 2 Crtpitlrl

Inslnrmelts qualified as Tier 2 oapilal

Rwalurrlion gains (50% of eligible u'alualion gaing

Eligible lier 2 Capital

Total ldjustmenls to rligible lier 2 Capital

2,,1.10,290 r.23E.302

300,000

7,259 1.259

(r,r02,603) (1.004.13e)

(r2,020)

(s0,t25)

1,552,501

0,0J0

(2,$3)

(ssr)

r,5t9,t68

,r,

rst,;6{)

142.958

(5.E50

(5.r25)

(7i r)

131,t02

(73 I)
Eligiblc lcr 2 Capital aflcr arl.iuslnrents liit ) r7.t r l

1,5,l8,9t7 136,371

(lon (hpital Rrrtio (trlinimum 6%)

Core Capital Ratio

CorcCupiurl t l0A

= Riri lleightel Assett

Tolal Risk \kighted (hpital Ratio (llininrum l0%)

1'olal Risl Weiuhted Capital Ratio

Cupitalkur: .r 100

= RiskVkighterl Axets
4,82%19,0T/o

(iomputalion olClrpital llequarl Illrtios

operalional risk,

As at 3lst Mfich

Based on Dircction No.0J of20l8

2020 2019

Cure Crpilal Ilirtitr

l utal Cqrital Rrrtio

Brlsed on Direclion N0.03 of20l8

Ilased on Dircction Ncr. 0i ol20l 8

49.09% 4.850/o

49,07% 4.82Y0



Capital management (tontinued)

Total Capital Base Computation

As tt 3l llwdr

Iier I capital

Stated capital

0ther romponents of equih

Resure fund

Audited retained eaminp/(losses)

Traruaclion co$ related lo ri$ts issue

(less) Reraluation gahs/surplus of rnrestrnelt propertl

0eneral and olher disclosed reserves

Current reais profit(loses)

Iierlmpital

Atljustments to Tier I tapital

0lher urtangrbh asseh (net)

50% of inre$rnent rn other lrankilg ard finarcial urstilutiols

Iier I Capihl (afhr adjustment$

Tier2ftpital

Instnrnrerrts qualilied as Tier 2 capital

Revalualron gains (i0% ofeligrble revaluation gaing

Eligible Tier 2 Capital

Total Adjustmenh to eligibh Tier 2 Capital

Iier2 Capital after

Core Capitnl Ratio (illinimum 6%)

Corg Capital Ratio

Total Risk Weighted Capital Ratio (trlinimum l0%)

Total Risk Weighted Capital Ratio

CutCrpitnl x 100

= nirill/eighterlksett

(tpilil Ba:e t 1ll0

= Xiili l1eighkrlAxett

2020 20t9

Amount Amount

fu,'000 Rs,000

2,440,290

300,000

1,259

(1,102,600

(12,020)

1,2i8.302

1.h9

(80,425)

1,552,501

(3,0J3)

p,483)

651)

1,549,468 137,102

551

49,09%

Computation of Capital ldequacy Ratios

operational risk.

As il Slsltlnrdt

Xased on Direction N0.03 of2018

2020 2019

Core Capital Ratio Basul orr Directron No. 0l of20l8

Based on Direction No 0i of 2018

19.09%

4907%Rati,c

142.9i8

$,01olo



Annexure 5

Amended Note

40 Cap imposed by the CentralBank

The Monetary Board of the CentralBark of SriLanka has issued a direction on the Company under Section 12 of the Finance

Bushess Act No 42 of 2011 to cap the total deposit and borrowing liabilities (with acuued interest) at Rs 2,500 Mn and Rs 39

Mn Lespectivell,, with inmediate effect until such time the Companl,meets the requir.ed minimum core capital as per the Finance

Busines Act Direction No 2 of 2017 - Minimum Core Capital,

Previous Note

40 CapimposedbytheCenhalBank

The Monetarl' Board of the Central Bank of Sri Lanka has issued a direction on the company undu Section 12 cl the Finance Business Act

No 42 of 2011 to cap the totaldepositand boLrowing liabilitiss (with acuued interest) atP,s 2,5001r4n and Rs 39lv{n respectivdv, with

rmmediate effoct until such time the company meets the required minimum core capital as pu the Finance Business Act Direction No 2 of

2017 - Minimum Core Capital,

Howevu, due to the impact of COVID-I9, the Central Bantri of Sri Lanka has extended the minimum core capital requirement of Rs, 2,0 Bn

to 0,1 January 2021, Ai a rosult, the Companl is cuuentll' meeting the minimum core capital requirement 0f Rs, 1,5 Bn as at the reporting

date,


