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BASIS FOR OPINION

We conducted our audit in accordance
witl'r Sri Lanka Auditing Standards
(SLAuss). Our responsibilities under tl'tose
standards afe further descrlbed in the
Auditor's responsibilities for the audit of
the Financial Statements section of our
report. We are independent otthe Group
in accordance with the Code of Ethics
issued by CA Sri Lanka (Code of Ethics)
and we have fLrliilled our other ethical
respor'rsitlilities in accordance with the
Code ol Ethrcs We belreve that the audd
evidence we have obtained is sufficient
and appropriate to provide a basis for
our optnton.

KEY AUOIT MATTERS

Key audit matters are those matters
that, in olrr prolessional judgentent,
were of most significance in oLlr audit of
the Financial Statements of the current
period. These nlatters were addressed in
the context of our audit of the Financial
Statenrents as a whole, and in torming
our opinion thereon, and we do not
provide a separate opinion on these
matters. For each matter below, our
descriptior'r of how our audjt addressed
the matter is provided in that context.

We have fulfiJled the responsibilities
described in the Audltor's responsibilities
fof the audrt ot the Finan.ral Statements
section of our report. including in relation
to these matters. Accordingly, our audit
inclLrded ihe performarceo'procedures
deslSned to respond to our assessment
of tl're risks of material misstatement of
the Financial Statements. The results
of our audlt procedures, including the
procedures pertormed to address the
matters below, provide the basis for
oLrr audit opinion on the accompanying
FinancialStatements.
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As at 31 N,larch 2018, loans and recervabres
net of impairntent a ounted to 142,712,576
(Rs. '000). This contributed 83 0/o to the

Group s total assets.

The al owance for impairment (both i|ldivrdual
nnd collective) oi these financial assets is
est:,nated by rr"nageirent. Tl-e estlnat on
nvolves a conrplex calculation, Assumptrons
Lrsed by management in this calculatiof are
Inherently judgnrental. Note 23.3 to the
Financial Statenrents more fully describes
the assumptions to which this estintate is

most sensitive

We considered the estimation of allowance
lor imparrnlent as a key audit matter due to
sensitivity of reported results (on financial
performance) to this allowance and the
inherent Lrncertailrty involved in its estintation_
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To assess the reasonableness of the allowance for impairment, our audit
procedufes (among others) included the following:

. We understood and evaluaied tl're key internal controls over estlmation
of the allowance for impairment includlng those over identifylng occurrence
of loss events;

. We test'checked ihe underlylng calculations and data used in such
calcLrlatlons;

. - ln adclition to the above, focused procedures were performed as followsi

. Aliowance for ndivldual impairnrent:

For a sample of loans and receivables, management s forecasts of cash
Jlows were test-checked to histofica patterns of custonrer repayment.
Among other procedures. forecast cash flows arising from collateraland
othef sources of expected fecovery were veriiied to source documents:

. Al owance for col ective impairment:
For loss rates used by management, we assessed the appropriateness
of the loss emergence period including consistency wlth historical loss
experience: assLrmptions on effects arislng from macroeconomic factors
were compared to published data,

. We assessed the adequacy of the related Financial Statement disclosures as
set out in Notes 23.3 and 23.4.

OTHER INFORMATION INCLUDED
IN THE 2OT7l18 ANNUAL REPORT

Other information consists of the
intormation inciuded in the Annual Report,
other than the Financial Statements and
our auditor's report thereon. Management
r5 .esporsrble for tlle other inlormation.

OLrr opinion on the Financial Statentents
does not cover the other information and
we do not express any form ot assurance
conclusion thereon.

In connqctlon with our audit of the
T nancial Staleme|'ts. our responsibilrty is
to read the other information and, in doing

"o. considef whetl^er the other intofmatton
is nraterialLy inconslstent with the
Financial Statements or our knowledge
obta ned in the audit or otherwise appears
to be materially ntisstated. lf, based on
the work we have performed, we conclude
that there is a ntaterial ntisstatement of
this othdr iniormation, we are required to
Ieport that fact. We have nothing to
feport in this regard.
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R ESPONSIB IL IT IES OF
MANAGEMENT AND THOSE
CHARGEO WITH GOVERNANCE
FOR THE FINANCIAL STATEMENTS

ManaSement is responsible for the
preparation of Frnancial Statements that
give a true and fair view in accordance
with Sri Lanka Accour'rting Standards, and
tor such intemal control as management
determines is necessary to enable the
preparation of Financial Statements that
are ffee from matefial misstatement.
whether due to fraud or error.

In preparing the Financial Statements,
nranagement is responsible for assessing
the Gfoup'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
managenlent 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 for overseeing the Company s
and the Group s financial feporting
process,

AU D ITO R'S RES PONS IB IL If IES
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 audlt 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 of in the aggregate. they coutd
reasonably be expected to influence the
economic decisions of users taken on the
basis of these Financial Statements.



As part of an audit in accofdance with
SLAuss, we exerc se professional

ludgement and maintain professional
skepticisnl throughout the audit. We also:

. ldentify and assess the risks of
mater ial 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 sufficjent and appropriate
to provide a basis for our opinion.
The risk of not detecting a n]aterial
misstatement resulting from fraud
is higher than for one resulting from
error, as frauci nlay involve collusion.
forgery, intentional omissions,
nrsrepresentations, or the override of
internalcontrol.

. - Obtain an understanding of intefnal
control relevant to the audit in orde'
to design audit procedures that are
appropfiate in th€ circumstances. but
not fof the purpose of expressing an

opinion on the effectiveness oi the
intefnal contfols of the Company and
the Group.

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

. -- Conclude on tl're appropriateness
ot management s use of the going
concefn 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 Group's ability to continue as
a going concern. lf 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 of, if such disclosufes are
inadequate, to modify our opinion.
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Our conclusions are based on the
a!dit evidence obtatned up to the
date of our auditor's report. However,
future events or conditaons nlay cause
the Group to cease to continue as a
gorng concern.

.- Evaluate the overall presentation,
structure and content of the Financial
Statements. including the disclosures.
and whether the Financial Statements
represent the undef lying transactions
ard evenls in a manner that ach,eves
fair presentation.

.- Obtain sufficient appropriate audit
evidence regarding the financial
intormation of the entities or
bLrsiness activities within the
Group to express an opinlon on the
consolidaied Financial Statements.
We are responsible for the direction,
supervislon and perfofmance of
the group audit. We remain solely
responsible for our audlt oplnion,

We communicate with those charged
with governance regarding, among other
matters, the plafned scope and timing
of the dudrt and signtftcant aud.t tindtngs.
includ ng any stgniftcant deliciencies in
internal control that we identify during
our audit.

We also provide those charged with

Sovernance with a Statement that we
have complied with ethical requirements
In accordance with the Code of Ethic!.
regarding independence, and to
communicate with them all relationships
and other n'ratters that may reasonably be
thought to bear on our independence, and
where applicable, related saf eguards.

From the matters cotTlrnLlnicated with
tlrose charged witl'r govefnance. we
determ ne those matters that were ol
most significance in the audit of the
Financial Statements of the current period

ahd are therefore the key audlt matters.
We describe these matters in our auditor's
repoft unless law or regulation precludes
public disclosure about the matter or
when, in extremely rare circumstances,
we determine that a matter should not
be communicated in our report because
the adverse consequences of doing so
would reasonably be expected to outweigh
the public interest benefits of such
cofimunication.

REPORT ON OTHER LEGAL AND
REGULATORY REQUIREMENTS

As required by Section 163 (2) ofthe
Companies Act No. 07 ol2001, we
have obtained all the information and
explanations that were required for the
a!dit and, as far as appeals from our
examination. proper accounting records
have been kept by the Company-

CA Sri Lanka membership number
of the engagement partner responsible
for signing this independent auditor's
report is 2965.
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