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To the Shareholders of HNB Finance PLC IT application controls, assessing the operating effectiveness of certain automated
ﬁ @ LD$ . $5 " Report on the Audit of the Financial Statements gg{‘)\t/r‘_?ilssand system calculations which are relevant to the Company's compliance
5‘ G”GI )G” a-n I!)I 6" Opinion
!B We have audited the financial statements of HNB Finance PLC (“the Company”), which * Assessing the availability and stability of key operating systems, taking into
comprise the statement of financial position as at 31st March 2021, and the statement consideration the rapid development of businesses types and transaction volumes
2021 |-D|T|j'é= 31@6\’) LG:IQTGIJIT[DI'I'GOTQJ 2021 2020 of income, statement of profit or loss and other comprehensive income, statement of as well as IT projects that have an impact on the financial reporting process
;;hang_els ifg fquitytanq s}agemem of cash ﬂO:VS_fO(fThE \/Ie&f thentended‘,_ and ”0293 %0 the * Assessing the management's evaluation of access right granted and removed to
3 5 Inancial statements, including a summary of significant accounting policies set out on applicants relevant to financial accounting and reporting systems.
((IDLIIT 000) ((I'bLIIT 000) pages 6 to 89 in the financial statements. . Tppf i trols designed 9 p porting \{  duties bet
esting preventative controls designed to enforce segregation of duties between
In our opinion, the accompanying financial statements give a true and fair view of users %‘?hm particular systems. < ares
the financial position of the Company as at 31st March 2021, and of its financial . .
L. . performance and its cash flows for the year then ended in accordance with Sri Lanka Other Matter relating to comparative balances
QEITQ')Q]EEG“ Accounting Standards. The financial statements of the Company as at and for the year ended 31st March
. . 2020, excluding the retrospective adjustments described in Note 51 to the financial
. . . . . Basis for Opinion i -
&MT& WPMID HTHHGE FLDDTEIENIBEIT 645,636 1,602,773 We conduocted our audit in accordance with Sri Lanka Auditing Standards (SLAUSS). S oot o o By who expressed! an unmodified opinion on
Our responsibilities under those standards are further described in the Auditor's As part of our audit of the financial statements as at and for the year ended 31st March
3 5 3 T - s U LG 5 U Responsibilities for the Audit of the Financial Statements section of our report. We ur audi | i Y
ﬂﬂ& GETSgIGHaT GeoTuId Si6060) [_F)LI_Q')QGDT 2elLment ﬂU_IITUJ silemeouilsd 16,704 16,193 are iemependem of the Company in accordance with the Code of Ethics igsued by 2021, we also audited the retrospective adjustments described in Note 51 to the
. . . . . .. . éﬂ . . . . . 1 4 1 7 775 566 CA Sri Lanka (“Code of Ethics”) and we have fulfilled our other ethical responsibilities financial statements that were applied to restate the comparative information.
,Ffa@‘? QEW,&)@J&B&W - L6 5”'—”—'@16’15 UUJ,E_BﬂG\J 61'”'—9-556-6)5’“—'”6"“5@5&'”5” 8,075, 73 ) ) in aqcord_ance w\jh the Code of Et_hics. We believe that_ the audit evidence we have We were not engaged to audit, review, or apply any procedures to the comparative
. L. . . . . . . N . . obtained is sufficient and appropriate to provide a basis for our opinion. information, other than with respect to the retrospective adjustments described in
,I'_l;]Q]E QEFTFHHIBSET - L6 5U'—'U6‘"6‘45 BZIUU-'E:EJG‘) &SDMB AUTLEND QJ@LDQ&S" 10,296,416 9,942,882 Emphasis of Matter - Restatement of comparative balances Note 51. Accordingly, we do not express an opinion or any other form of assurance
We draw attention to Note 51 to the financial statements which indicates that the on comparative information. However, in our opinion, the retrospective adjustments
3 ¥ ¥ T - 5 L i ¥ ) i i 5 M described in Note 51 to the financial statements are appropriate and have been
ﬂgﬂ& @&IT.&)QI&':&GTI BL601 5UUUW‘N5 &‘JUU-'.E)@‘N 6J6MEUTULIOUI]T B (ETHBH BT L6015 61T 4051765 584)1 23 comparative balances presented as at and for the year ended 31st March 2020 have prope‘rly a;;phed, ‘ ‘ peroprt v
LDH)E]]LD m@wﬂ&eﬁ been restated and disclosed in these financial statements. Our opinion is not modified Other Informatio
in respect of this matter. T Information
. . . . . . " Management is responsible for the other information. The other information comprises
ﬂﬂ& @&’I‘I’Q’)Q}&:&&TI - eJemenrul afﬂu‘]emrrsm m@LDITGD‘IQ’;ﬂGO‘I 261L_[T60T ﬁu.ll‘l’u.l allensuuilev 2,656 1 2,430 Key A“"," Matters . . the information included in the annual report but does not include the financial
Key ?_Ud‘t matters areéf{osf(-:;r:ne;@ters t'halt‘tmtour p;ofefslsr:onal JUngme’T'vc‘j’V?rfr? of mosttt statements and our auditor’s report thereon. The annual report is expected to be made
. L. . N . . . . L . significance in our audit of the financial statements of the current period. These matters available to us after the date of this auditors’ report.
[_l;]ﬂ& G&rrg,gj&.asm - L6 5“'—'“@16’4‘5 é.]uu_lg,ﬂeu SHL_601 LDH)!D-"-D 6J6M60TUI 5’®6ﬁ]56" 354825765 41231 ,1 43 were addressed in the context of our audit of the financial statements as a whole, and ! ) ) P .
in forming our opinion thereon, and we do not provide a separate opinion on these Our opinion on the financial statements does not cover the other information and we will
6J60)60TULI @EITE)QI&EG’I:I 460,829 421 ,097 matters. not express any form of assurance conclusion thereon.
. X . 1. Impairment A for Loans, A and Lease Rentals Ri Re nsibilities of and Those Charged with Governance for the
@56&_@ S}, S0 MRISBT 1 ,1 05,000 1 ,1 05,000 (Refer to note 3.2.7 of significant accounting policies and explanatory notes 18, 19, 23 Financial sta.temenls . . " .
and 50.5 to the financial statements). Maév?genr_\ent_ls respogsm\e fo;yghse _p[epsragon of f;nangta\ séatzmemsatfhat gl\/ﬁ a :rue ‘
5 R . . - and fair view in accordance with Sri Lanka Accounting Standards, and for such interna
I(HoUF Q&rrg,gja,asm 254,264 298,71 3 Risk Description control as management determines is necessary to enable the preparation of financial
e . . . . . 1 590 029 1 625 569 As disclosed in Notes 18 and 19 to the financial statements, the Company has recorded statements that are free from material misstatement, whether due to fraud or error.
LS00, IJIT[f)]&'»(ﬂT LOMMILD LIS 6001 RIS 6T 5 , s s impairment allowance of Rs. 2,767 Mn relating to loans and advances to customers and In preparing the financial statements, management is responsible for assessing the
. . . . . Rs. 849 Mn relating to lease rentals receivables as at 31st March 2021. Company's ability to continue as a going concern, disclosing, as applicable, matters
LIUJGD'IIJ(BQ},Q) o MenLowimest QEI'I'Q';Q]&’»E,ETT 257,471 286,728 The determination of provision for impairment allowances using the expected credit related to going concern and using the going concern basis of accounting unless
loss model is subject to a number of key parameters, key assumptions and judgments, management either intends to liquidate the Company or to cease operations, or has no
@g;ﬂsmfmaa&,um_l_ mj—]a: @EI’I’Q’)@]&':&G’I 153,988 1 84 776 including the identification of loss stages, probability of default (PD), loss given default realistic alternative but to do so.
? i (LGD), macroeconomic scenarios including their weighting and judgments over the use Those charged with governance are responsible for overseeing the Company’s
. . . . 37 986 993 of data inputs required. These models are reliant on data and a number of estimates financial ego tin %oess P 9 pany
QLD"Q')Q) QE"Q‘)QEEW 361746,995 ’ ’ including the impact of multiple economic scenarios and other assumptions such as ! lal reporting pre .
defining a significant increase in credit risk (SICR). Auditor’s Responsibilities for the Audit of the Financial Statements
Management judgement is involved in the selection of those parameters and the Our objectives are to obtain reasonable assurance about whether the financial
.. . application of assumptions. Additionally, the COVID-19 pandemic has led the Company statements as a whole are free from material misstatement, whether due to fraud
QLIITQ]L]L]EEG]T to use assumptions regarding the economic outlook becoming more uncertain which, or error, and to issue an auditor's report that includes our opinion. Reasonable
combined with varying government responses, increases the level of judgement isgg?onggri: h'?ﬁé?_\fl g; asﬁuar‘anacz é’g‘ﬁe‘it”;ﬁnaa?e“f{.a%fgéﬂg}nae”nfuﬁgncinedftfd
. . . - . . . - . . . required by the Company in calculating the ECL. I r Wi uSs will alway: 'l I wi itexi
Pl QUTDINIYGEET - SL&T STliueioys HIuUsSHed - CUTIQHMESWITENTEEHSHE 28,046,962 27,528,790 quired by pany in caieuiaing ) Misstatements can arise from fraud or error and are considered material f, individually
L. . Impairment allowance for loans and advances and lease rentals receivables was or in the aggregate, they could reasonably be expected to influence the economic
QFIHSLILL Goemiiguisne considered as a key audit matter due to the significance to the financial statements, decisions of users taken on the basis of these financial statements.
management assumption, judgements and estimation uncertainty associated with the
ﬂ)‘]ﬁu @IJITQIIJL]EESI’I SL6i 5I]'IJIJ6W61|$ aﬁ]gu_lg,ﬁa) GeueMuiLLILL L &L 2 636.573 3822 043 impairment allowance calculation. As p?r! of anfaud\t m‘aicortda_nce“:vnh ShLAutSIﬁ we(jeTe\;\?\selprofesswona\ judgment and
- ’ , ) ) , maintain professional skepticism throughout the audit. We also:
Our audit procedures included;
: 2 - - H . ¢ o . . * Identify and assess the risks of material misstatement of the financial statements,
ug,ﬂgrm&,m LOMMILD - 6J6m 60T &LGMIJIT(B&GI‘I ¢ Obtaining an understanding of and assessing the design, implementation and whether due to fraud or error, design and perform audit procedures responsive to
. .. . operating effectiveness of management’s key internal controls related to the those risks, and obtain audit evidence that is sufficient and appropriate to provide
6L (THLOT 60T GUmIJ @IJ!T@]IJL]&':&GTI (8,393) 1 33,467 measurement of allowance for impairment a basis for our opinion. The risk of not detecting a material misstatement resulting
. . L. ) «  Evaluating the appropriateness of the accounting policies for ECL and underlying from fraud is higher Ih_an for one resulting from error, as fraud may involve collusion,
@UQ_ILD@ Gy GUDC]LJ QUi &S6 61,155 59,080 methodology applied based on the requirements of SLFRS 9 with our business forgery, intentional omissions, misrepresentations, or the override of internal control.
o understanding and industry practices. Obtain an understanding of internal control relevant to the audit in order to design
6J6M6UTLLL @IJIT@]JIJL]&E;GIT 834,933 1 ,1 38,51 8 * Evaluating the completeness of customers/facilities assessed individually based audit procedures that are appropriate in the circumstances, but not for the purpose
on the criteria set for the same and checking the accuracy of the provision for of expressing an opinion on the effectiveness of the Company’s internal control
@uJQ_I @um(,\) Emmqm 5|_661|J|1®561'1 280,858 260’51 8 impairment for such identified individually significant exposures «  Evaluate the appropriateness of accounting policies used and the reasonableness
Assessing the appropriateness of identified “risk elevated industries” by the of accounting estimates and related disclosures made by management.
QLDTT55 QU"Q]ULIESGTT 31 ,852,088 32,942,41 (S management for the identification of SICR of the exposures due to the economic «  Conclude on the appropriateness of management's use of the going concern basis
impact of COVID 19 Pandemic and independently calculating the stages of loans of accounting and, based on the audit evidence obtained, whether a material
based on the set criteria for the collectively assessed exposures. Along with this, we uncertainty exists related to events or conditions that may cast significant doubt
reviewed the reasonableness of the Company'’s treatment for COVID-19 payment on the Company’s ability to continue as a going concern. If we conclude that

. R @5] . . rel;‘ef ?ustomers (morftor\um/ debt concessions) in staging the exposure for the a material uncertainty exists, we are required to draw attention in our auditor's

um@gn’gu’s 60T WLIMGIS 61T collective assessment. report to the related disclosures in the financial statements or, if such disclosures
- . 2 4 593 545 o Assessing the appropriateness of key parameters and assumptions particularly 25%2%2%%?;?5;% Tg?‘ofyﬂ%uzjg?e‘%?&?;ng?gr?s‘urse‘ggftaﬁieoev:iee(rj ?St&?: ::;‘1‘[8 o
related to the macroeconomic scenarios used in the expected credit loss model b ! o
SapUULL (PeOSILD 3’5 5 ' considering the uncertainties pursuant to the COVID 19poutbreak v conditions may cause the Company to cease to continue as a going concern
T i e Evaluate the overall presentation, structure and content of the financial statements,
Cursl 92546 82,898 52,89 " SRR o e s o S TS e s T,
ﬂu.lﬂf} FlL @g}&@j ,rﬂﬁu_lw 1 ,091 ,098 1 ,091 ,098 * Evaluating the completeness, accuracy and relevance of underlying data used for
the calculation of impairment allowance on sample basis by agreeing to the source :’r‘{: Sloarrq;”eud”‘sccaotgé"’g?éqﬁ;gh;’g;da‘ﬁgn ggéesr‘”gi?ﬁceaﬁgaa&g“{‘gﬁ;ng%:én%’l%ag:;s-

. . e . . d 1t d IT systs ;s

BB @aibsLd 600,739 591,714 ocuments anc i systems ) ) ) significant deficiencies in internal control that we identify during our audit
* Assessing the adequacy and appropriateness of disclosures made in the financial We also provide those charged with governance with a statement that we have

@UI—LUUI—L QJ@GII[TLLI&»GT 2,896,626 3,055,321 statements with reference to th? requ.lremems ?f relevant accounting standards complied with ethical requirements in accordance with the Code of Ethics regarding

4 894 906 5 044 577 2.1T sy and over reporting independence, and to communicate with them all relationships and other matters
Risk Description that may reasonably be thought to bear on our independence, and where applicable,
’ ’ ) )
Q Q aﬂ 36 746 995 37 986 993 The Company’s key financial accounting and reporting processes are highly dependent related safeguards.
. CHE . : & . 1 L on the automated controls over the Company's information systems. Automated From the matters communicated with those charged with governance, we determine
LOMSS CILUTMILIL|SBE&ETHLO LIMIEG ST &6T1l6oT gﬁlélmrms@w 2 4 L L accounting procedures and IT environment controls, which include IT governance, those matters that were of most significance in n?e audit o?the financial statements of
controls over programme development and changes, access to programmes and data the current period and are therefore the key audit matters. We describe these matters
and IT tODsfat“Of]SIv are r?_quired to be designed and to operate effectively to ensure in our auditor’s report unless law or regulation precludes public disclosure about the
3 q STEN v ¥ Y q q : N " accurate financial reporting matter or when, in extremely rare circumstances, we determine that a matter should
o1&, eten. U enmeiied 1f.6160.8 PETMIOSHIN HE6I60 @GZS)[DGU)LDUEGUI Guoevrmenst @LJJ&@LBU / Ijﬂg)LD @mm(%emmgn e ; v ; not be communicated in our report because the adverse consequences of doing
. . . . . . . . . . . . System calculations including interest calculations and interfaces between business fits of
SIGVIUEVT  LOMMILD  (LPSH60T6WLD [ONE:X: SI6VI6U6VIT %@m 85(3@ em@dGWITHILLOL L BITLD @66)6601[5@] Errm[mu@g)gfmg)rrmgﬂ, management systems and accounting systems are the significant areas which could 0 would reasonably be expected to outweigh the public interest benefits of such
result in the financial records being materially misstated communication.
We identified IT systems and controls over financial reporting as a key audit matter Report on Other Legal and Regulatory Requirements
LU (Rei Lo . . Ul . T . P PN because the Company’s financial accounting and reporting systems are fundamentally As required by section 163 (2) of the Companies Act No. 07 of 2007, we have obtained
3. GoBsv @ﬂ'—' LUULGMW FaHMIBSH6NT, @6\)[‘5]63)& LDQ’J@“—' 6MIBI GUIMT6L 2 _SHHJeulL LILIL L ﬂrramu_lrmasm LOMMILD  6MIQ reliant on complex IT systems and control processes which are driven by significant all the information and explanations that were required for the audit and, as far as
i AL . transaction volumes caused by the size of the customer base appears from our examination, proper accounting records have been kept by the
AUENLOLILIDSEMLOW! ST &’5UUL®6"6"6M We used our KPMG IT specialists to perform audit procedures to assess IT systems Comp}any. . i o
and controls over financial reporting, which included CA Sri Lanka membership number of the engagement partner responsible for signing
- . . . this independent auditor’s report is 3029.
. . . . . . . . . .. . . . . .. * Obtaining an understanding of an assessing the design, implementation and
3. @&Eﬁlm‘[ﬁlﬁ\) &LI’EJ&ﬂU.]G’ITSTI SHBH6UVSH6IT, 61F. 61601 11 Dewimesterd 15.6160.8 SH6001HSBITUIEY Qauiwiu’ L ﬂﬁ operating effectiveness of management key internal controls over the continued
. 5 . .. . integrity of all major IT systems fundamental to dealing with the financial data,
gnm@a;&aﬂs\ﬂ@rrb@ QUL L TGLD. particularly financial reporting.
* Examining the framework of governance over the Company’s IT organisation and
the controls over programme development and changes, access to programmes Chartered Accountants
and data and IT operations, including compensating controls where required. Colombo, Sri Lanka
e Evaluating the design, implementation and operating effectiveness of the significant 29th June 2021
accounts related IT process controls by assessing the operating effectiveness of
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