MELSTA REGAL FINANCE LTD

Head Office & Registered Office : No. 851,Dr.Danister De Silva Mawatha, Colombo 14.

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

Tel: 0115200 100, Fax: 0115200 111, Web : www.melstaregalfinance.lk

Audited Financial Statements as at 31st March 2018

STATEMENT OF FINANCIAL POSITION

For the year ended,

31.03.2018
(Audited)
Rs’000

31.03.2017
(Audited)
Rs'000

31.03.2018
(Audited)
Rs'000

31.03.2017
(Audited)
Rs'000

Gross Income

1,244,630

979,627

Interest Income
Interest Expenses

1,206,710
(489,619)

943,025
(430,092)

Net Interest Income
Net Other Operating Income

717,091
37,920

512,933
36,602

Total Operating Income
Impairment Charge on Loans and Receivables

755,011
(241,608)

549,535
(102,608)

Net Operating Income

Operating Expenses

Personnel Expenses

Premises, Equipment and Establishment Expenses
Depreciation and Amortisation Charges

Other Operating Expenses

513,403

(139,598)
(56,145)
(30,557)

(108,337)

446,927

(114,137)
(53,854)
(29,549)

(115,390)

Operating Profit before Value Added Tax (VAT) and
Nation Building Tax (NBT) on Financial Services

VAT on Financial Services
NBT on Financial Services

178,766

(31,731)
(4,231)

133,996

(21,422)
(3,328)

Profit before Income Tax Expense
Income Tax Expense

142,804
(22,967)

109,246
(6,895.62)

Profit for the Year

Other Comprehensive Income / (Expense)

Items that will never be Reclassified to Profit or Loss
Actuarial Gain on Employee Benefits

Deferred Tax Effect on Employee Benefits

34.1
26.1

Items that are or may be Reclassified to Profit or Loss
Fair Value Losses that arose during the Year

119,837

(450)
126

5,654

102,350

441
(124)

(2,349)

Other Comprehensive Income / (Expense) for the Year, Net of Tax

5,330

(2,032)

Total Comprehensive Income for the Year

125,167

100,318

Earnings per Share

Basic and Diluted Earnings per Share 13.1

The Notes annexed are an integral part of these Financial Statements.

Figures in brackets indicate deductions.

0.89

0.76

SELECTED PERFORMANCE INDICATORS (AS PER REGULATORY REPORTING)

As at 31st March

Regulatory Capital Adequacy

Core Capital (Tier 1 Capital ) Rs. '000

Total Capital Base Rs. '000

Core capital Adequacy Ratio, as % of Risk Weighted Assets
Total Capital Adequacy Ratio, as % of Risk Weighted Assets

Capital funds to deposit Liabilities Ratio (minimum requirement, 10%)

2018
(Audited)
31.03.2018

1,504,509
1,504,509
25%
25%
56%

2017
(Audited)
31.03.2017

1,379,342
1,379,342
26%
26%
90%

Assets Quality ( Quality of Loan Portfolio)
Gross Non performing Accommodations, Rs. '000
Gross Non performing Accommodations Ratio %
Net Non performing Accommodations Ratio %

346,247
5.74%
3.23%

378,432
7.10%
2.58%

Profitability

Net Interest Margin

Return on Assets (before tax)
Return on Equity (after tax)

8.90%
2.0%
8.3%

8.90%
2.0%
7.7%

Regulatory Liquidity (Rs. '000)

Required minimum amount of liquid assets

Available amount of liquid assets

Required minimum amount of Government securities
Available amount of Government securities

322,513
456,395
181,350
231,776

237,679
482,239
296,015
362,946

Memorandum information
Number of employees
Number of branches

Number of service centers
Number of pawing centers

189
8
1

166
8
1

ASSETS

Cash and Cash Equivalents

Financial Investments - Loans & Receivables to Banks
Financial Investments - Available-for-Sale
Finance Lease Receivables

Hire Purchase Receivables

Loans & Advances to Other Customers
Factoring Receivables

Financial Investments - Held-To-Maturity
Other Receivables

Tax Receivables

Net Deferred Tax Assets

Investment Property

Intangible Assets

Property, Plant & Equipment

Total Assets

99,618
309,729
51,637
4,673,298
9,278
1,058,750
67,009
58,828
32,176

7

119,293
56,287
45,984

3,108,180
44,164
1,658,618

268,118

261,006
28,646

7

4,298
23,200
34,683

103,825
5,756,309

23,200
27,294
82,499
6,493,325

LIABILITIES

Bank Overdrafts

Other Financial Liabilities due to Customers
Interest bearing Loans & Borrowings
Liabilities of FBIL Customers

Current Tax Liabilities

Trade & Other Payables

Employee Benefits

Total Liabilities

432,227
2,694,597
1,540,302

962

23,559
292,814
4,354
4,088,815

442,745
1,540,732
2,106,202
962
16,389
265,818
4,119
4,376,967

EQUITY

Stated Capital

Statutory Reserve Fund

Available -for- Sale Reserve

Retained Earnings / (Accumulated Losses)
Total Equity

1,340,295
20,491
3,304
140,419
1,504,509

1,340,295
14,499
(2,349)
26,897
1,379,342

Total Liabilities and Equity 6,493,325 5,756,309

Contingent Liabilities and Commitments 44,356 60,309

Net Assets per Share (Rs.) 11.23 10.29

The Notes annexed are an integral part of these Financial Statements.
Figures in brackets indicate deductions.

CERTIFICATION

I certified that the Financial Statements are prepared and presented in Compliance with the
requirements of the Companies Act No.7 of 2007.

(Sgd.)
D.J. Withanachchi
Chief Financial Officer

(Sgd.)
G.S.T. Dharmakirti-Herath
Chief Executive Officer/GM

The Board of directors is responsible for the preparation and presentation of these Financial
Statements. Approved and Signed for and on behalf of the Board of Directors;

(Sgd.)
A.D. Gunewardene
Chairman

(Sgd.)
K.D. Bernard
Director

Colombo,
28th June 2018
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INDEPENDENT AUDITORS’ REPORT

Internet

TO THE SHAREHOLDERS OF MELSTA REGAL FINANCE LIMITED
Report on the Audit of the Financial Statements

Opinion

WZ have audited the financial statements of Melsta Regal Finance Limited (“the Company”), which comprise the statement of
financial position as at 31 March 2018, and the statement of profit or loss and other comprehensive income, statement of changes in
equity and statement of cash flows for the year then ended, and notes to the financial statements, including a summary of significant
accounting policies.

In our opinion, the accompanying financial statements give a true and fair view of the financial position of the Company as at 31
March 2018, and of its financial performance and its cash flows for the year then ended in accordance with Sri Lanka Accounting
Standards.

Basis for Opinion

We conducted our audit in accordance with Sri Lanka Auditing Standards (SLAuSs). Our responsibilities under those standards are
further described in the Auditor’s Responsibilities for the Audit of the Financial Statements section of our report. We are independent
of the Company in accordance with tﬁe 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.

Other Information
Management is responsible for the other information. These financial statements do not include the other information.

Responsibilities of M and Those Charged with Governance for the Financial 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 management determines is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company’s ability to continue as a going concern,
disclosing, as applicable, matters related to going 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.

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

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 SLAuSs 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.

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

« Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error, design and  perform
audit procedures responsive to those risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for our
opinion. The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting from error, as fraud may
involve collusion, forgery, intentional omissions, misrepresentations, 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
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company’s internal control.

« Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related disclosures made
by management.

« Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based on the audit evidence
obtained, whether a material uncertainty exists related to events or conditions that may cast significant doubt on the Company’s ability
to continue as a going concern. If we conclude that a material uncertainty exists, we are required to draw attention in our auditor’s report
to the related disclosures in the financial statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions 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.

- 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.

We communicate with those charged with governance regarding, among other matters, the planned scope and timing of the audit
and significant audit findings, including any significant deficiencies in internal control that we identify during our audit.

Report on Other Legal and Regulatory Requirements
As required by section 163 (2) of the Companies Act No. 07 of 2007, we have obtained all the information and explanations that were
required for the audit and, as far as appears from our examination, proper accounting records have been kept by the Company.
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INDEPENDENT AUDITORS’ REPORT

Tel
Fax

Internet

TO THE SHAREHOLDERS OF MELSTA REGAL FINANCE LIMITED
Report on the Audit of the Financial Statements

Opinion

WZ have audited the financial statements of Melsta Regal Finance Limited (“the Company”), which comprise the statement of
financial position as at 31 March 2018, and the statement of profit or loss and other comprehensive income, statement of changes in
equity and statement of cash flows for the year then ended, and notes to the financial statements, including a summary of significant
accounting policies.

In our opinion, the accompanying financial statements give a true and fair view of the financial position of the Company as at 31
March 2018, and of its financial performance and its cash flows for the year then ended in accordance with Sri Lanka Accounting
Standards.

Basis for Opinion

We conducted our audit in accordance with Sri Lanka Auditing Standards (SLAuSs). Our responsibilities under those standards are
further described in the Auditor’s Responsibilities for the Audit of the Financial Statements section of our report. We are independent
of the Company in accordance with tﬁe 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.

Other Information
Management is responsible for the other information. These financial statements do not include the other information.

Responsibilities of M and Those Charged with Governance for the Financial 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 management determines is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company’s ability to continue as a going concern,
disclosing, as applicable, matters related to going 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.

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

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 SLAuSs 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.

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

« Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error, design and  perform
audit procedures responsive to those risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for our
opinion. The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting from error, as fraud may
involve collusion, forgery, intentional omissions, misrepresentations, 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
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company’s internal control.

- Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related disclosures made
by management.

« Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based on the audit evidence
obtained, whether a material uncertainty exists related to events or conditions that may cast significant doubt on the Company’s ability
to continue as a going concern. If we conclude that a material uncertainty exists, we are required to draw attention in our auditor’s report
to the related disclosures in the financial statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions 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.

« 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.

We communicate with those charged with governance regarding, among other matters, the planned scope and timing of the audit
and significant audit findings, including any significant deficiencies in internal control that we identify during our audit.

Report on Other Legal and Regulatory Requirements
As required by section 163 (2) of the Companies Act No. 07 of 2007, we have obtained all the information and explanations that were
required for the audit and, as far as appears from our examination, proper accounting records have been kept by the Company.
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