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CEYBANK HIGH YIELD FUND - Annual Report 2020

REPORT OF THE MANAGER

We have great pleasure in presenting the Manager’s Report and Audited Accounts of the Ceybank High Yield
Fund for the period 1% January 2020 to 31st December 2020.

The Net Asset Value per unit of your Fund appreciated by 9.84% during the period.

Economy

The Sri Lankan Economy contracted by 3.6% in 2020 as opposed to a growth of 2.3% in 2019 (base year=2010),
amidst a global pandemic. Sector wise, Industry contracted 6.9%, Services by 1.5% and Agriculture by 2.4%.

Annual Average Inflation measured by the CCPI, which was at 4.5% at the beginning of the year remained mostly
unchanged during the period and closed the year at 4.6% as at end December 2020.
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Market interest rates declined during the year. The benchmark 12-month Treasury bill rate which was at 8.45% p.a.
at the beginning of the year declined gradually, mainly due to intervention by Central Bank. The rates dropped by
342 basis points, to close at 5.03% p.a. at the end of the year. Long term Treasury bond yields also moved in tandem
with the Treasury Bills during this period. Premiums on corporate paper yields, remained around 2-3% above
Treasury yields.

Overnight call money rates traded within a range of 4.50% and 7.55% p.a. The exchange rate which was at 181.50
(Rs/USS) at the beginning of 2020, depreciated to 186.40 (Rs/USS), as at end December 2020.
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Central Bank key policy rates were changed five times during the year. In 2020 the Bank reduced the Statutory
Reserve Requirement (SRR) for Commercial Banks by 300 bps. The Standing Deposit Facility Rate (SDFR) and
Standing Lending Facility Rate (SLFR) were reduced by a total of 250 bps. The SDFR and SLFR at the end of the year
were 4.5% and 5.5% respectively, while the SRR was 2%.



Fund Performance

The Net Asset Value per unit of your Fund appreciated by 9.84% during the period under review. The Fund
generated Rs 38.53 million as net operating profit before taxes during the period. The Fund was mainly invested in a
mix of Treasury bill Repurchase Agreements and Corporate paper with maturities less than 12 months.

Future Outlook

The Covid 19 pandemic continues to spread widely across the globe bringing new challenges, affecting lives and
livelihoods and ravaging economies.

Sri Lanka’s Annual GDP is expected to grow by around 2% after contracting by 3.6% in 2020.

Sri Lanka has been challenged on many fronts, and has been trying different strategies to keep the economy on
track. Government has increased the supply of money to the system in a bid to stimulate growth while moving into
import substitution of some goods, to stem the flow of foreign exchange. Exports however have been affected
considerably. The Apparel sector is still to see large orders, while efforts by the Tourism sector has not gained
traction, despite new initiatives. The country’s looming debt repayments due in 2021 are concerns that need to be
addressed. Increased export earnings and Foreign direct investments need to be actively encouraged to help manage
the repayments.

The future outlook on growth will depend largely on how the external factors and Debt is managed and also how
industries will transform to meet the new realities. Government stimulus to affected sectors will play an important
role in the survival and recovery of these sectors.

The gradual increase in global crude oil prices is a concern for power generation. While there is growth in
agriculture, the weather will have a greater impact on the sector and food production. Large foreign debt
repayments due in 2021 will put pressure on the rupee which is likely to weaken.

Market interest rates could begin to edge up if inflationary pressure continues. The Government is likely to increase
its borrowing program to repay earlier debt, and also spend on its proposed development programs of infrastructure
and employment generation. Rates could rise slowly towards the second half of the year. Taking these factors into
account, the Fund is currently invested in short term Treasury bills Repurchase Agreements and a mix of Securities
issued by Corporate entities. The objective of the Fund is to provide liquidity and maximize returns for the investor.
The Managers will continue to monitor the changing environment to address any change required in the asset
allocation in order to meet the Fund objective.

Management

We take this opportunity to thank our valued unit holders for the confidence placed in us, which has been a great
source of encouragement. We believe we will be able to provide a consistent return to the unit holders. We also
place on record our appreciation for the unstinted support and cooperation extended by the Securities and
Exchange Commission of Sri Lanka, the Trustee, National Savings Bank and Custodian Bank of Ceylon.

Our sincere appreciation is also due to the stakeholders and the Board of Directors for their support. Our
achievements would not have been possible without the skills and commitment of the Management Team. We take
great pleasure in thanking them for their contribution and dedication throughout the year and look forward to their
support in the coming year too.

SGD

lan Ferdinands

CEO/ Executive Director
14%™ July 2021
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INDEPENDENT AUDITOR’S REPORT
TO THE UNIT HOLDERS OF CEYBANK HIGH YIELD FUND

REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS

Opinion

W[:: have audited the financial statements of Ceybank High Yield Fund (“the Fund”) which comprise the statement of
financial position as at 31 December 2020, and the statement of comprehensive income, statement of changes in unit
hoiders’ funds 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 Fund as
at 31 December 2020, 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 Fund in accordance with the ethical requirements of the Code of Ethics issued
by CA Sri Lanka (Code of Ethics), that are relevant to our audit of the financial statements, 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
Managers and Trustee is responsible for the other information. The other information comprises the information
included in the manager’s annual report, but does not include the financial statements and our auditor’s report thereon.

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

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 information is materially inconsistent with the financial statements or our knowledge
obtained in the audit or otherwise appears to be materially misstated. If, 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
nothing to report in this regard.

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

Managers and Trustee 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 managers and trustee determine 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, managers and trustee is responsible for assessing the Fund’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 managers and trustee either intends to liquidate the Fund or to cease operations, or has no realistic
alternative but to do so.

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

P. E. Aruna Jayewickreme FCA, M. Basheer Ismail FCA, S. Lilani Jayasuriya FCA, Gerard J. David FCA, F. Maryam Marikkar FCA,
M. Sharnila J. Henry FCA, R. Hilmy M. Minfaz ACA, Sarala Y. Kodagoda ACA, M. Manzeer M. Muzawwir ACA



Deloitte.

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
Fund’s internal control.

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

. Conclude on the appropriateness of management’s and trustee’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 Fund’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 Fund 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
The financial statements are prepared and presented in accordance with and comply with the requirements of the Unit Trust
Code of the Securities and Exchange Commission of Sri Lanka.

,_S_’jﬂl,f’ Nesect ey
SIMS ASSOCIATES
Chartered Accountants
Colombo
14 July 2021




CEYBANK HIGH YIELD FUND

Statement of comprehensive income

For the year ended 31 December 2020

Investment income
Interest income

Total investment income

Expenses
Management fee and trustee fee

Custodian fee

Audit fee

Notional tax and WHT expense

VAT / NBT expense

Bank charges

Other expenses

Total operating expenses

Net operating profit after deductions and before tax
Income tax expense

Increase in net assets attributable to unit holders

Note

2020 2019
Rs. - Rs.
42,926,852 28,668,413
42,926,852 28,668,413
. (3.,960,954) (2.018,132)
(184.639) (180,000)
(97,200) (73,508)
(12,250) (1,314,150)
(14,771) (60,679)
(39.700) (37,000)
(83.900) (77.887)
(4,393,415) (3,761,356)
38,533,438 24,907,058
38,533,438 24,907,058

The accounting policies and notes from 1 to 13 form an integral part of these financial statements.




CEYBANK HIGH YIELD FUND Page 4
Statement of financial position
As at 31 December 2020

Note
31.12.2020 31.12.2019
Rs. - Rs.
Assets
Cash and cash equivalents 6 8,489,194 1,443,422
Financial assets measured at amortized cost 7 671,782,306 263,615,756
Income tax receivable 8 - .
Total assets 680,271,500 265,059,178
Unit holders’ funds and liabilities
Liabilities
Payables 9 793,939 433,651
Money payable on unit redemption 8,350,414 2,212,973
Total liabilities (excluding net assets attributable to unit holders) 9,144,353 2,646,624
Unit holders' funds
Net assets attributable to unit-holders 10 671,127,147 262,412,555
Total unit holders' funds and liabilities 680,271,500 265,059,178

The Fund Management Company and the Trustee is responsible for the preparation and presentation of these financial
statements in accordance with Sri Lanka Accounting Standards. These financial statements were approved by the Fund
Management Company on I July 2021 and by the Trustee on 13 July 2021.

.................................

National Savings Bank
Trustee

Director 11 by
Ceybank Asset Management Ltd. N
Fund Management Company 2

The accounting policies and notes from 1 to 13 form an integral part of these financial statements.



CEY BANK HIGH YIELD FUND

Page 5

Statement of changes in unit-holders' funds
For the year ended 31 December 2020

Opening Balance as at 01.01.2019

Applications of units during the year
Redemptions of units during the year

Increase in net assets attributable to unit holders
Unit-holders' funds as at 31.12.2019
Applications of units during the year
Redemptions of units during the year

Increase in net assets attributable to unit holders

Unit-holders' funds as at 31.12.2020

The accounting policies and notes from 1 to 13 form an integral part of these financial statements.

NAV

205,182,025
108,873,121
(76,549,649)

24,907,058

262,412,555
1,175,519,034
(805,337.880)

38,533,438

Total
Rs.
205,182,025
108,873,121
(76,549,649)

24,907,058

262,412,555
1,175,519,034
(805,337,880)

38,533,438

671,127,147

671,127,147




CEYBANK HIGH YIELD FUND

Page 6

Statement of cash flows
For the year ended 31 December 2020

Cash flows from operating activities
Interest received

Management fees and trustee fees paid
Custodian fees paid

Operating expenses paid

Tax paid

Audit fee paid

Other payables to management company
Net investments in repurchase agreements
Net investments in commercial papers
Net investments in fixed deposits

Net cash outflows from operating activities

Cash flows from financing activities
Proceeds from issue of units

Payments on redemptions of units

Net cash inflows from financing activities

Net increase / (decrease) in cash and cash equivalents

Cash and Cash Equivalents at the Beginning of the Year
Cash and Cash Equivalents at the End of the Year

Cash and cash equivalents at the beginning of the year
Net increase / (decrease) in cash and cash equivalents

Cash and cash equivalents at the end of the year

The accounting policies and notes from 1 to 13 form an integral part of these financial statements.

Note

10

31.12.2020 31.12.2019
Rs.
31,427,596 27,377,503
(3.611,474) (1,969,467)
(181,031) (163,800)
(173,600) (114,887)
(27,021) (1,374,829)
(145,000) -
105,000 50,000
7,500,000 (11,520,213)
(185,805,874) (46,615,820)
(218,361,420) 356,679
(369,272,824) (33,974,832)
1,175,519,034 108,873,120
(799,200,439) (74,405,174)
376,318,595 34,467,946
7,045,772 493,114
1,443,422 950,308
8,489,194 1,443,422
1,443,422 950,308
7,045,772 493,114
8,489,194 1,443,422




CEYBANK HIGH YIELD FUND Page 7

Notes to the financial statements
For the year ended 31 December 2020

1.2

2.2

2.3

General information
Ceybank high yield fund is a unit trust fund, which was launched in November 2017 by Ceybank Asset Management Ltd with

the objective of maximizing the income by investing the funds in a portfolio of Corporate Debt & Money Market instruments
with maturities less than one year. The registered office of the Management company is located at 83, York Street,Colombo 1.

Date of authorization for issue
The financial statements of the fund for the year ended 31 December 2020 were authorized for issue by the fund management

company on 1 July 2021 and by the trustee on 13 July 2021.

Preparation of financial statements

Statement of compliance

The financial statements which comprise the statement of financial position as at 31 December 2020, and the statement of
comprehensive income, statement of changes in unit holders’ funds and, statement of cash flows for the vear then ended. and
notes to the financial statements, including a summary of significant accounting policies, have been prepared and presented in
accordance with the Sri Lanka Accounting Standards (SLFRS and LKAS), laid down by the Institute of Chartered
Accountants of Sri Lanka and in compliance with the requirements of the Unit Trust Code of the Securities Exchange
Commission of Sri Lanka.

Basis of preparation
The financial statements have been prepared on the historical cost basis. Historical cost is generally the fair value of the
consideration given in exchange of assets. The financial statements are presented in Sri Lankan rupees (LKR/Rs.).

The statement of financial position is presented on a liquidity basis and assets and liabilities are presented in decreasing order
of liquidity and are not distinguished between current and non-current.

Comparative information
The accounting policies have been consistently applied by the company with those of the previous financial year in

accordance with LKAS 01 - presentation of financial statements.

Significant accounting judgments, estimates and assumptions

The preparation of financial statements in conformity with SLFRSs requires management to make judgments, estimates and
assumptions that influence the application of Accounting Policies and the reported amounts of assets, liabilities, income and
expenses. In the selection and application of the company’s accounting policies, which are described below. the directors are
required to make judgments and assumptions and use assumptions in measuring items reported in the financial statements.
These estimates are based on management’s knowledge of current facts and circumstances, and assumptions based on such
knowledge and expectations of future events. Actual results may differ from such estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are
recognized in the period in which the estimates are revised jf the revision affects only that period or in the period of the
revision and future periods as well, if the revision affects both current and future periods.

Management considers credit, liquidity and market risk and assesses the impact on valuation of investments when determining
the fair value. Following are the key sources of estimation uncertainty at the statement of financial position date, that have
significant risk of causing a material adjustment to the carrying amount of assets and liabilities within the next financial year.
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Notes to the financial statements
For the year ended 31 December 2020

2.4
2.4.1
2.4.1.1

2.4.1.2

2.4.1.3

Summary of significant accounting policies
Financial instruments

Recognition and derecognition

Financial assets and financial liabilities are recognised when the company becomes a party to the contractual provisions of the
financial instrument.

Financial assets are derecognised when the contractual rights to the cash flows from the financial asset expire, or when the
financial asset and substantially all the risks and rewards are transferred. A financial liability is derecognised when it is
extinguished, discharged, cancelled or expires.

Classification and initial measurement of financial assets
All financial assets are initially measured at fair value adjusted for transaction costs (where applicable).

Financial assets, other than those designated and effective as hedging instruments, are classified into the following categories:

* Amortized cost
* Fair value through profit or loss (FVTPL)
* Fair value through other comprehensive income (FVOCI).

In the periods presented the trust does not have any financial assets categorised as FVTPL and FVOCI.

The classification is determined by both:
* The enlity’s business model for managing the financial asset
* The contractual cash flow characteristics of the financial asset.

All'income and expenses relating to financial assets that are recognised in statement of comprehensive income.

Subsequent measurement of financial assets

Financial assets at amortised cost
Financial assets are measured at amortised cost if the assets meet the following conditions (and are not designated as FVTPL):

* They are held within a business model whose objective is to hold the financial assets and collect its contractual cash
flows.

= The contractual terms of the financial assets give rise to cash flows that are solely payments of principal and interest on
the principal amount outstanding

After initial recognition, these are measured at amortised cost using the effective interest method.

Discounting is omitted where the effect of discounting is immaterial. The Company’s cash and cash equivalents, other
receivables fall into this category of financial instruments.

Financial assets at fair value through profit or loss (FVTPL)

Financial assets that are held within a different business model other than “hold to collect’ or *hold to collect and sell* are
categorised at fair value through profit and loss. Further, irrespective of business model financial assets whose contractual
cash flows are not solely payments of principal and interest are accounted for at FVTPL. Assets in this category are measured
at fair value with gains or losses recognised in profit or loss. The fair values of financial assets in this category are determined
by reference to active market transactions or using a valuation technique where no active market exists.

During the vear the company had not classified any financial assets as FVTPL.
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Notes to the financial statements
For the year ended 31 December 2020

2.4.2

243

2.4.4

2.4.4.1

Financial assets at fair value through other comprehensive income (FVOCI)

The company accounts for financial assets at FVOCI if the asscts meet the following conditions:

* They are held under a business model whose objective it is “hold to collect™ the associated cash flows and sell and

« The contractual terms of the financial assets give rise to cash flows that are solely payments of principal and interest on the

principal amount outstanding.

Any gains or losses recognised in other comprehensive income (OCI) will be recycled upon derecosnition of the asset.

During the year the company had not classified any financial assets at FVOCI.

Impairment of financial assets

The fund recognises loss allowances for expected credit losses (ECLs) on financial assets measured at amortised cost. The
fund measures loss allowances at an amount equal to lifetime ECL, except for bank balances for which credit risk (i.e. the risk
of default occurring over the expected life of the financial instrument) has not increased significantly since initial recognition
which are measured as 12-month ECL.

Lifetime ECLs are the ECLs that result from all possible default events over the expected life of a financial instrument.12-
month ECLs are the portion of ECLs that result from default events that are possible within the 12 months after the reporting
date (or a shorter period if the expected life of the instrument is less than 12 months). The maximum period considered when
estimating ECLs is the maximum contractual period over which the fund is exposed to credit risk.

Credit - impaired financial assets at each reporting date, the fund assesses whether financial assets carried at amortised cost
are credit-impaired. A financial asset is ‘credit-impaired” when one or more cvents that have a detrimental impact on the
estimated future cash flows of the financial asset have occurred.

Evidence that a financial asset is credit-impaired includes the following observable data: —

- Significant financial difficulty of the borrower or issuer;

- A breach of contract such as a default or being more than 90 days past due;

- It is probable that the borrower will enter bankruptey or other financial reorganization,

As of the date of the statement of financial position the fund has not observed any of the above thus no impairment provision
has been recognized in the financial statements.

Cash and cash equivalents
Cash and cash equivalents are defined as cash in hand. demand deposits and short term highly liquid investments, readily
convertible to known amounts of cash and subject to insignificant risk of changes in values.

Financial liabilities — Classification, subsequent measurement and gains and losses
Financial liabilities are classified as measured at amortised cost. Other financial liabilities are subsequently measured at
amortised cost using the effective interest method.

Financial liabilities measured at amortised cost include accrued expenses and other payables.

Payables and provisions
Payables are initially recognized at fair value, which is the fair value of the consideration to be paid in the future for goods
and service received, whether or not billed to the Trust. and subsequently at amortized cost.

Provisions are recognized when the fund has a present legal or constructive obligation as a result of past events, it is probable
that an outflow of resources embodying economic benefits will be required to settle the obligation and a reliable estimate of
the amount of the obligation can be made.
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Notes to the financial statements
For the year ended 31 December 2020

2.4.5

2.4.6

2.4.7

2.4.8

2.4.9

Revenue recognition
Revenue is recognized to the extent that it is probable that the economic benefits will flow to the fund and the revenue can be

reliably measured. The following specific criteria must also be met before interest income is recognised.

Interest income !

For all financial instruments measured at amortized cost, interest income is recorded using the effective interest rate (EIR),
which is the rate that exactly discounts the estimated future cash payments or receipts through the expected life of the
financial instrument or a shorter period, where appropriate, to the net carrying amount of the financial asset. Interest income
of treasury securities, fixed deposits and corporate debt securities are recognized gross of withholding tax.

Expenses
The management participation fee of the fund is as follows:

Management fee - 0.75% p.a. of Net Asset Value of the Fund
Trustee fee - 0.15% p.a. up to Rs. 1.5 Billion of Net Asset Value of the Fund
0.125% p.a. up to Rs. 1.5 Billion & Rs. 3.5 Billion of Net Asset Value of the Fund

0.1% p.a. above Rs. 3.5 Billion of Net Asset Value of the Fund
Custodian fee - 0.025% p.a. of Net Asset Value of the Fund
Subject to a minimum of Rs. 15,000 per month

Income tax
The provision for income tax is based on the elements of income and expenditure as reported in the financial statements and
computed in accordance with the provisions of Inland Revenue Act.

The tax rates and tax laws used to compute the amount are those that are enacted or substantively enacted, at the reporting
date. The fund is liable to pay income tax at the rate of 10% in accordance with the Inland Revenue Act No.10 of 2006 for the
period up to 31 March 2018 and thereafter, Unit Trusts that conduct eligible investment business are treated as pass through
vehicles and tax will be payable by unit holders in accordance with the new Inland Revenue Act No. 24 of 2017. Hence the
taxation has not been recognised for the current year and provision for taxation has been made in the previous year. which is
computed in accordance with the provisions of the previous tax statute.

Distributions

In accordance with the trust deed, the Fund distributes income, to Unit Holders by cash or reinvestment in units. The
distributions are recorded in the statement of movement in Unit Holders™ Funds and the distrubution is recognized when the
unit holders are entitled to the distribution.

Unit holders funds
Unit holders funds have been calculated as the difference between the carrying amounts of the assets and the carrying
amounts of the liabilities, other than those due to unit holders as at the reporting date.
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Notes to the financial statements
For the year ended 31 December 2020

3.2

3.2.1

Financial instruments and risk management

Financial instruments

The Fund’s principal financial assets comprise investments in repurchase agreements, commercial papers, fixed deposits and
cash at bank. The main purpose of these financial instruments is to generate a return on the investment made by Unit Holders.
The Fund’s principal financial liabilities comprise amounts attributable to unit holders, which are the amounts owed to Unit
Holders of the ' Fund. The Fund also has other financial instruments such as receivables and payables which arise directly from

its operations.

In accordance with SLFRS 09 Financial Instruments: Recognition and Measurement, the investments in repurchase
agreements, commercial papers & fixed deposits are classified as debt instrument at amortised cost. Amounts attributable to
Unit Holders are classified as “other financial liabilities’ .

Financial risk management objectives, policies and processes
Risks arising from holding financial instruments are inherent in the fund’s activities, and are managed through a process of
ongoing identification, measurement and menitoring. The fund is exposed to credit risk. market risk, and liquidity risk.

Financial instruments of the Fund comprise investments in repurchase agreements, commercial papers and fixed deposits for
the purpose of generating a return on the investment made by unit holders, in addition to cash at bank, and other financial
instruments such as other receivables and other payables, which arise directly from its operations,

The manager is responsible for identifying and controlling the risk that arise from these financial instruments. The Manager
agrees policies for managing each of the risks identified below.

The risks are measured using a method that reflects the expected impact on the statement of profit or loss and other
comprehensive income and statement of financial position of the fund from reasonably possible changes in the relevant risk
variables. Information about these risk exposures at the reporting date. measured on this basis, is disclosed below.

The manager also monitors information about the total fair value of financial instruments exposed to risk, as well as
compliance with established investment mandate limits. These mandate limits reflect the investment strategy and market
environment of the Fund, as well as the level of risk that the Fund is willing to accept, with additional emphasis on selected
industries. This information is prepared and reported to relevant parties within the Manager on a regular basis as deemed
appropriate, including the Fund manager, other key management, Risk and Investment Committees, and ultimately the
Trustees of the Fund.

Concentration of risk arises when a number of financial instruments or contracts are entered in to with the same counterparty.,
or where a number of counterparties are engaged in similar business activities, or activities in the same geographic region, or
have similar economic features that would cause their ability to meet contractual obligations to be similarly affected by
changes in economics, political or other conditions.

Market risk
Market risk represents the risk that the value of the Fund’s investments portfolios will fluctuate as a result of changes in

market prices.

This risk is managed by ensuring that all investment activities are undertaken in accordance with established mandate limits
and investments strategies. As such, Unit Holders can manage this risk through their choices of which Investment portfolios to
participate in.

The Fund uses a range of different Fund managers for investment assets. Where a Unit Holder is invested in more than one
investment portfolio. this reduces the impact of a particular manager underperforming. Within the underlying investment
portfolio, diversification is achieved at a number of levels. The diversified portfolios are invested across a range of investment
sectors. Within each sector of the diversified portfolios, the Fund managers invest in a variety of securities.
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3.2.2

3.2.3

Interest rate risk
Interest rate risk is the risk that the value of a financial instrument wil] fluctuate as a result of changes in market interest rates.

The Fund’s interest bearing financial assets expose it to risks associated with the effects of fluctuations in the prevailing
levels of market interest rates on its financial position and cash flows. The risk is measured using sensitivity analysis.
However, due to the short term nature of the instruments of repurchase agreements and trust certificates it is reasonably
expected that the fluctuation in interest rate will not materially impact the net assets value of the Fund. The table below
summarises the Fund’s exposure to interest rate risks.

Floating Fixed interest  Non- interest Total
interest rate rate bearing
Rs. Rs. Rs.

As at 31.12.2020

Financial assets

Cash and cash equivalents - - 8,489,194 8,489,194
Financial assets valued at amortized cost - 671,782,306 - 671,782,306
Total exposure - 671,782,306 8,489,194 680,271,500

Credit risk
Credit risk is the risk that the counterparty to the financial instruments will fail to discharge an obligation and cause the fund

to incur a financial loss of interest and/or principal.
The fund’s exposure to credit risk from its financial assets arises from default of the counterparty, with the current exposure
equal to the carrying amount of financial assets as at the reporting date. It is the fund’s policy to enter into contracts with

reputable counterparties.

The fund is also subject to credit risk on its bank balance. The credit risk exposure on these instruments is not deemed to be
significant.

The fund’s maximum exposure to credit risk can be analysed as follows;

31.12.2020 31.12.2019
Rs. Rs.
Conservative - reverse repurchase agreement 15,001,588 22,503,492

Balanced - commercial papers and fixed deposits 656,780,718 241,112,264
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3.2.3

3.24

Credit risk (contd...)
The fund invests in debt securities which have an investment grade categorization as rated by Fitch. An analysis of debt by

rating is set out in the table below.

31.12.2020 31.12.2019
Rs. Rs.
Repurchase agreements
R Risk free 15,001,588 22,503,492
15.001.588 22.503.492
Commerecial papers
A A-(ICRA) - 31,217,498
A (ICRA) 93,703,880 -
A+ 64.914,016
BBB+ 126,660,157 46,248,505
BBB- 57,035,438 30.022,356
BB+(ICR - 10,055,479
342.313.491 117.543.839
Fixed Deposits
A+ (ICRA) 64,126,340 -
AA- 55,325,451 -
BBB+ (ICRA) 20,796,995 27.988.866
BEBBB- (ICRA) 128,010,220 70,985,000
BBB (ICRA) 46,208,222 15,208,169
BB+(ICRA) T 9.386.390

314.467.227 123.568.425

Total 671,782,306 263,615,756

Liquidity risk

Liquidity risk is the risk that the fund will encounter difficulty in raising funds to meet its obligation to pay the unit holders,
Exposure to liguidity risk arises because of the possibility that the fund could be required to pay its liabilities or redeem its
units earlier than expected. Units are redeemable at the unit holders' option based on the fund’s net asset value per unit at the
time of redemption.

The fund manages its obligation when required to do so and its overall liquidity risk by:
Investing primarily in financial instruments, which under normal market conditions are readily convertible to cash.

Investing within established limits to ensure there is no concentration of risk.

Maintaining sufficient cash and cash equivalents to meet normal operating requirements and expected redemption requests.
The unit trust code requires a minimum of 3% of the deposited property to be maintained in cash or near cash. (near cash
means investments such as bank/call deposits, repurchase agreements with maturities of less than 3 months, commercial paper
endorsed or guaranteed by a Licensed Commercial Bank or Licensed Specialized Bank with maturities of less than 3 months
and government securities including government bonds with maturities of less than one year which can be readily convertible
into cash.)



CEYBANK HIGH YIELD FUND ’ Page 14

Notes to the financial statements
For the year ended 31 December 2020

3.2.5

Liquidity risk (conid...)
The table below analyses the fund’s non-derivative financial liabilities into relevant maturity groupings based on the
remaining period at the end of the reporting period. The amounts in the table are the contractual undiscounted cash flows.

Less than 1-6 months 6-12 months Total
1 month
Rs. Rs. Rs. Rs.

As at 31.12.2020
Payables 590,652 203,287 - 793,939
Amount payable on unit 8,350,414 - - 8.350,414
redemption
Contractual cash 8,941,066 203,287 - 9,144,353
As at 31.12,2019
Payables 237.564 196,087 - 433,651
Amount payable on unit 2,212,973 - -
redemption 2,212,973
Contractual cash flows 2,450,538 196,087 - 2,646,624

Capital risk management
The fund considers its net assets attributable to unit holders as capital. The amount of net assets attributable to unit holders
can change significantly on a daily basis as the Fund is subject to daily applications and redemptions at the discretion of Unit

' Holders.

Daily applications and redemptions are reviewed relative to the liquidity of the Fund's underlying assets on a daily basis by the
Management Company. Under the terms of the Unit Trust Code, the Management Company has the discretion to reject an
application for units and to defer redemption of units if the exercise of such discretion is in the best interests of unitholders.

Following being the disclosures of unit holders’ funds;
The movement in the Unit Holder’s Funds as at 31 December 2020.

In terms of value

Unit-holders' funds at the beginning of the year 262,412,555
Increase in net assets attributable to unit holders 38,533,438
Received on unit creations 1,175,519.034
Payments on unit redemptions (805,337.880)
Unit-holders' funds at the end of the year 671.127.147

In terms of no of units
Opening no of units as at 01 January 2020 21,018,152
Closing no of units as at 31 December 2020 48.940.847
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4. Interest income from financial assets
Interest on repurchase agreements
Interest income on fixed deposits
Interest on commercial papers

5. Income tax expense
Tax expense for the year

5.1 A reconciliation between the tax expense and the product of taxable
follows:

Profit before tax up to 31 March 2018
Total taxable income

Income tax (up to 31.03.2018 -10%)
Income tax expense reported in profit or loss

52 The fund has calculated the income tax liability up to 31 March 2018 in accordance wit

2020 2019
Rs. Rs.
1.811,067 . 659,196
18.047,373 12,896,960
23.068.412 15,112,258
42,926.852 28.668,413
2020 2019
Rs. Rs.

profit multiplied by the statutory tax rate is as

2020
Rs.

2019

h the previous Inland Revenue Act

No. 10 of 2006. Following the enactment of the new Inland Revenue Act No. 24 of 2017 effective from 1 April 2018, the

fund is deemed as conducting eligible investment business and s treated as a tax pass through vehicl

income tax was made in the financial statements for the year.

6. Cash and cash equivalents
Cash at bank - Bank of Ceylon

7. Financial assets measured at amortised cost
Repurchase agreements (note 7 (a))
Fixed deposits (note 7 (b))
Commercial papers (note 7 (c))

31.12.2020 31.12.2019
Rs. Rs.
8,489,194 1.443.,422
8.489.194 1.443,422
31.12.2020 31.12.2019
Rs. Rs.
15.001,588 22,503,492
314.467.227 123.568.425
342,313,491 117.543,839

671,782,306

263,615,756

Carrying value of the investments at the vear end are approximate to fzir value of the investments.

e. Hence no provision for

% on Net
assets

1.26%

% on Net
Assets

2.24%
46.86%
51.01%
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a) Investments in repurchase agreements

31.12.2020 Yield Investment  Maturity date Cost Carrying value
date
_Rs. Rs.
Bank of Ceylon 3.85% 31-Dec-20 04-Jan-21 15,000,000 15,001,588
15,000,000 15,001,588
31.12.2019 Yield Investment Maturity date Cost Carrying value
date
Rs. Rs.
Bank of Ceylon 5.65% 31-Dec-19 02-Jan-20 22,500,000 22.503.492
22,500,000 22,503,492
b) Investment in fixed deposits
31.12.2020 Yield (%) Investment Maturity date Cost Carrying value
date
Rs. Rs.
Mercantile Investments & Fin. 7.03% 24/08/2020 24/02/2021 20,000,000 20,500,767
PLC
Mercantile Investments & Fin. 7.03% 29/08/2020 28/02/2021 10,211,000 10,456,834
PLC
Mercantile Investments & Fin. 8.53% 25/09/2020 25/09/2021 25,000.000 25,572,562
PLC
Sanasa Development Bank 7.00% 26/10/2020 26/10/2021 50,000,000 50,642.466
Sanasa Development Bank 7.00% 29/10/2020 29/10/2021 20,584,932 20,837.591
Citizens Development Business 8.53% 26/09/2020 26/09/2021 10,179,292 10,410,044
Finance PLC
Richard Pieris Finance Ltd 7.03% 08/07/2020 08/01/2021 5,000,000 5,184,634
Richard Pieris Finance Ltd 7.03% 21/08/2020 21/02/2021 6,980.142 7,158,946
Richard Pieris Finance Ltd 7.03% 31/08/2020 28/02/2021 12,000.000 12,284,281
Richard Pieris Finance Ltd 8.53% 22/09/2020 22/09/2021 15.000,000 15.354.053
Richard Pieris Finance Ltd 8.53% 25/09/2020 25/09/2021 15.000,000 15,343,537
Vallibel Finance PLC 8.53% 20/08/2020 20/08/2021 15,000,000 15,469.734
Vallibel Finance PLC 8.53% 03/09/2020 03/09/2021 10,000,000 10,280,439
Vallibel Finance PLC 8.53% 25/09/2020 25/09/2021 20,000,000 20,458,049
Singer Finance PLC 7.03% 17/08/2020 17/02/2021 7,500,000 7.697.899
Singer Finance PLC 8.53% 09/09/2020 09/09/2021 30,319.101 31,126,851
Singer Finance PLC 6.88% 29/10/2020 29/10/2021 25.000,000 25.301.589
MBSL & Finance PLC 6.91% 16/07/2020 16/01/2021 10,064,932 10,386,951
307,839,398 314,467,227




CEYBANK HIGH YIELD FUND

Page 17

Notes to the financial statements
For the year ended 31 December 2020

b) Investment in fixed deposits - (contd..)

c

—

31.12.2019 Yield (%) Investment Maturity date Cost Carrying value
date
Rs. Rs.
Richard Pieris & Company 9.38% 28/11/2019 28/02/2020 21,234,839 21,420,379
Mercantile Investments & 9.38% 24/10/2019 24/01/2020 21,109,040 21,483,347
Finance PLC
Mercantile Investments & 9.88% 29/11/2019 29/05/2020 14,000,000 14,125,056
Finance PLC
Sanasa Development Bank 12.00% 29/11/2019 29/02/2020 25,000,000 25,271,233
Richard Pieris Finance PLC 9.38% 21/11/2019 21/02/2020 6,500,000 6.568.487
Singer Finance PLC 9.33% 17/09/2019 17/03/2020 5,500,000 5.649.,024
Singer Finance PLC 9.88% 09/12/2019 09/06/2020 9.500,000 9,559,145
Abans Finance PLC 8.88% 05/10/2019 05/04/2020 9,189.646 9.386.390
Prime Finance PLC 9.38% 21/11/2019 21/02/2020 10.000,000 10,105,364
122,033,525 123,568,425
Investment in commercial papers
31.12.2020 Yield Investment Maturity date Cost Carrying value
date
Rs. Rs.
Lanka Orix Leasing Company 10.00% 15/09/2020 15/09/2021 25,264,658 26.012.215
Lid
Lanka Orix Leasing Company 7.00% 08/10/2020 08/04/2021 10,975,890 11,154,812
Ltd
Lanka Orix Leasing Company 8.75% 04/11/2020 04/11/2021 20.441,096 20.725.311
Ltd
Lanka Orix Leasing Company 8.75% 05/11/2020 05/11/2021 15,000,000 15,204,966
Ltd
Brown & Company PLC 9.20% 29/10/2020 01/08/2021 20,000,000 20,322,630
Brown & Company PLC 9.27% 29/10/2020 01/09/2021 20,000,000 20,325,085
Brown & Company PLC 9.00% 17/11/2020 01/05/2021 24,000,000 24,266,301
Janashakthi Limited 11.00% 25/09/2020 24/09/2021 15,000,000 15,443,014
Janashakthi Limited 9.00% 23/10/2020 22/10/2021 7.724,959 7,858.294
Janashakthi Limited 8.70% 06/11/2020 06/05/2021 14.477.193 14.670.434
First Capital Holdings PLC 9.00% 31/08/2020 01/03/2021 20,000,000 20,606,576
Softlogic Holdings PLC 11.50% 25/09/2020 24/09/2021 15.000.000 15.463.151
Softlogic Holdings PLC 10.00% 05/11/2020 05/02/2021 10,188.620 10.347.730
Softlogic Holdings PLC 10.00% 13/11/2020 13/05/2021 21,001,510 21.283.448
MBSL & Finance PLC 9.60% 07/10/2020 07/05/2021 10,000,000 10,226,192
MBSL & Finance PLC 9.70% 07/10/2020 07/06/2021 10,000.000 10,228,548
MBSL & Finance PLC 9.50% 07/10/2020 07/07/2021 8.800.000 8,996,975
MBSL & Finance PLC 9.60% 07/10/2020 07/08/2021 24,500,000 25.054.170
MBSL & Firance PLC 9.70% 07/10/2020 07/09/2021 24,500.000 25,059,943
Nawaloka Hospitals PLC 14.25% 05/03/2020 05/03/2021 10,000.000 11,179.040
Nawaloka Hospitals PLC 12.00% 29/07/2020 29/07/2021 7.500.000 7.884.657
334,373,925 342,313,491
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10.

¢) Investment in commercial papers - (Contd..)

31.12.2019 Yield Investment Maturity date Cost Carrying value
date
Rs. Rs.
Lanka Orix Leasing Company Ltc 12.75% 13/12/2019 12/06/2020 15,000,000 15,099,555
Alliance Finance Co. PLC 13.60% 30/12/2019 30/07/2020 30.000.000 30,022,356
Janashakthi Limited 13.00% 23/10/2019 23/01/2020 10,000,000 10,249,315
Janashakthi Limited 12.90% 08/11/2019 07/02/2020 10,329,247 10,526,380
Janashakthi Limited 14.00% 29/11/2019 29/05/2020 10,311,288 10.441,803
Softlogic Holdings PLC 15.75% 22/10/2019 22/04/2020 14,751,893 15,203,846
Softlogic Holdings PLC 15.50% 13/11/2019 13/02/2020 15,620,078 15,945,104
Abans Finance PLC 13.50% 17/12/2019 17/06/2020 10,000,000 10,055,479
116,012,505 117,543,839
31.12.2020 31.12.2019
Rs. Rs.
Income tax receivable
Withholding tax recoverable 1,164 1.164
Provision for notional tax and WHT (1,164) (1,164)
31.12.2020 31.12.2019
Rs. Rs.
Payables
Management fee payable 553,242 203.762
Custodian fee payable 37.410 33.802
Other payables to UTMCL 105.000 50,000
Audit fee payable 98.287 146.087
793,939 433,651
Net assets attributable to unit holders
Movements in the number of units and net assets attributable to unit holders during the year were as follows:
31.12.2020 31.12.2019
Units LKR Units LKR
Opening capital balance 21.018.151 262,412,555 18.376.035 205,182,025
Applications 87,373,787  1.175,519.034 9.107.362 108.873.121
Redemptions (59.451,090)  (805,337.880) (6,465.246) (76,549,649)
Increase in net assets attributable to unit holders - 38.533.438 - 24.907.058
Closing balance 48,940,847 671,127,147 21.018.151 262,412,555
31.12.2020 31.12.2019
g N Rs. Rs.
T
Net assets attributable to unit holders g’ 671,127.147 262,412,555
671,127,147 262,412,555




CEYBANK HIGH YIELD FUND Page 19

Notes to the financial statements
For the year ended 31 December 2020

10.1

11.

a)

b)

)

Distributions to unit-holders

Distributions during the year,
2019/2020

No of units Rs '000

Distributions - s

As stipulated within the trust-deed, each unit represents a right to an individual share in the trust and does not extend to a
right to the underlying assets of the trust. There are no separate classes of units and each unit has the same rights attaching to
it as all other units of the trust.

The creation price was Rs. 13.7111 per unit and the redemption price was Rs. 13.7138 per unit as at 31 December 2020.

Reconciliation between the net asset value as per financial statements and the published net asset value.

31.12.2020
Published net asset value 671,164,833
Being recording of mgt fee, trustee fee, custodian fee adjustment entry (21:257)
Being recoding of vat adjestment entry (1,229)
Being recording of audit fee Adjusetment entry for the year (15.200)
Net asset value as per financial statements 671.127.147

Related party transactions
The following have been identified as related parties to Ceybank High Yield Fund in accordance with LKAS 24 - Related

Party Disclosures.

Management entity
The management entity of Ceybank High Yield Fund is Ceybank Asset Management Limited.

Key management personnel

i) Directors
Key management personnel includes persons who are directors of Ceybank Asset Management Limited at any time during the
financial year.

= Mr. Ruwan Kumara - Acting Chairman
- Mr. L.C.C. Ferdinands - Acting CEO

- Ms. Vasantha Govindan

- Mr. S. Paranavithana

- Mr. G.A. Jayashantha

- Mr. RM.N. Jeewantha

- Mr. A.D. Perera

i) Other key management personnel
There were no other persons with responsibility for planning, directing and controlling the activities of the fund, directly or
indirectly during the financial year.

Key management personnel unit holdin o8
The key management personnel of Ceybank Asset Management Ltd have not held any units in the fund.
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d) Key management personnel compensation
Key management personnel are paid by Ceybank Asset Management Limited. Payments made from the fund to Ceybank

Asset Management Limited do not include any amounts directly attributable to the compensation of key management

personnel.

e) Other transactions within the Trust
Apart from those details disclosed in this note, no key management personnel have entered into a material contract with the
trust during the financial year and there were no material contracts involving key management personnel’s interest existing at

year end.

f) Related party unit holding
The management company of Ceybank High Yield held units in the fund as follows:

31 December 2020 No of units No of units Fair value of Distribution
held opening held closing investment paid
by the fund
Rs.'000 Rs.'000
Ceybank Asset Management Ltd 8.704.357 7.871.475 107.947.828 -

31 December 2020
Amount of the Amount of the

investment redemption
during the year during the year
(Rs) (Rs)
Rs.'000 Rs.'000
Ceybank Asset Management Ltd - 10.581.016

g) Transactions with and amounts due to related parties
The fees charged by the management company and trustee for services provided during the year and the balances outstanding
from such dues as at year end are as disclosed below:

Charge for the Balance
year outstanding
2020 31.12.2020
Management fees and Trustee fees 3,960,954 53,242

h | wh
n
o |
A
£
™~

3,960,954

12. Contingent assets and liabilities and commitments
There were no material capital commitments, contingent liabilities and contingent assets at the end of the reporting date.

13. Events occurred after the reporting period
There were no significant events after the reporting period that would require adjustments to or disclosures in the financial

statements.
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DECLARATION BY
TRUSTEES AND MANAGING COMPANY

Declaration by Trustees and Management Company as per SEC circular No 02/2009 on Guidelines for
Trustees and Management Companies of Unit trust Funds.

National Savings Bank the Trustee and Ceybank Asset Management Ltd the Managers of Ceybank Unit
Trust Funds hereby declare that;

1. the requirements of the Guidelines for Trustees and Managing Companies of Unit Trust
Funds set by the Securities and Exchange Commission of Sri Lanka have been complied with
during the year.

2. the transactions were and will be carried out at arm’s length basis and on terms which are
best available for the fund, as well as act, at all times, in the best interest of the Fund’s unit

holders,
% -
“Trustee to Generdl Manager / Compliance Offices

Ceybank Unit Trust Funds Ceybank Asset Management Ltd

National Savings Bank
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Chartered Marketer

Certified e Marketer
MBA(Finance)

General Manager
Ravindra Hettiarachchi
Chartered Finalist (ICASL)
B.Sc (Mgt) Sp. Hons
MBA

Accountant Fund Manager

Vimukthi Thalpavila Kanchana Karannagoda
Chartered Finalist (ICASL) B.Sc. B. Admin. Sp. (Finance) Hons

B.Sc. Accounting (Sp.) CIMA,CGMA
DISSCA (ICASL)

Marketing Manager Registrar

Kumudu Kekirideniya Pamudi Kariyawasam
Dip.in Marketing (UK),

MICM (UK)
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