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Item

(a)  the above statements have been prepared in compliance with the format and defini�ons prescribed by the Central Bank  
 of Sri Lanka (CBSL);

(b)  the informa�on contained in these statements have been extracted from the unaudited financial statements of the  
 Licensed Finance Company unless indicated as audited.

CERTIFICATION:     
We, the undersigned, being the Chief Execu�ve Officer, the Chief Financial Officer and the Compliance Officer of Commercial 
Credit and Finance PLC cer�fy jointly that:
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TO THE SHAREHOLDERS OF COMMERCIAL CREDIT AND FINANCE PLC  

INDEPENDENT AUDITOR’S REPORT

Report on the Audit of the Financial Statements     
Opinion
We have audited the financial statements of Commercial Credit and Finance PLC (“the Company”) and the consolidated financial statements of the 
Company and its subsidiary (“the Group”), which comprise the statement of financial posi�on as at 31st March 2026, and the statements of profit and 
loss, comprehensive income, changes in equity and cash flows for the year then ended, and notes to the financial statements, including material 
accoun�ng policies set out on page 13 to 124.
In our opinion, the accompanying financial statements of the Company and the Group give a true and fair view of the financial posi�on of the 
Company and the Group as of 31st March 2026, and of their financial performance and cash flows for the year then ended in accordance with Sri Lanka 
Accoun�ng Standards.
Basis for Opinion
We conducted our audit in accordance with Sri Lanka Audi�ng Standards (SLAuSs). Our responsibili�es under those standards are further described in 
the Auditor’s Responsibili�es for the Audit of the Financial Statements sec�on of our report. We are independent of the Group in accordance with the 
Code of Ethics for professional Accountants issued by CA Sri Lanka (“Code of Ethics”), and we have fulfilled our other ethical responsibili�es in 
accordance with the Code of Ethics. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 
opinion.
Key Audit Ma�ers
Key audit ma�ers are those ma�ers that, in our professional judgment, were of most significance in our audit of the financial statements of the current 
period. These ma�ers were addressed in the context of our audit of the consolidated financial statements as a whole, and in forming our opinion 
thereon, and we do not provide a separate opinion on these ma�ers.
1. Allowance for impairment losses on loans and receivables, lease rental receivables and stock out on hire
Risk Descrip�on
As disclosed in Notes 10 and 11 to the financial statements, the Company has recorded an impairment provision of Rs. 741 Mn rela�ng to loans and 
receivables and Rs. 4,123 Mn rela�ng to lease rentals receivables and stock out on hire as at 31st March 2026.
The determina�on of allowance for impairment losses using the expected credit loss method involves number of complex calcula�ons, such as the 
calcula�on of probability of default (PD), loss given default (LGD), stage alloca�on and exposure at default (EAD) which are reliant on large volume of 
data and certain key assump�ons and judgments including but not limited to macroeconomic scenarios including their weigh�ng and judgment over 
the appropriateness of the period of input data used.
Addi�onally, the determina�on of impairment on individually assessed balances is carried out through the iden�fica�on of exposures based on set 
thresholds and es�ma�ng the recoverable values considering the related values of assets pledged as securi�es with an appropriate discount.
Significant management judgement is involved in the selec�on of those models and the applica�on of assump�ons.
Accordingly, impairment allowance on loans and receivables, lease rental receivables and stock out on hire was considered as a key audit ma�er due 
to the significance to the financial statements and es�ma�on uncertainty associated with the management assump�ons and judgements used in the 
impairment allowance calcula�on.
Our audit procedures included; 
• Obtaining an understanding of and assessing the design, implementa�on and opera�ng effec�veness of management’s key internal controls  
  related to the measurement of allowance for impairment.
• Evalua�ng the appropriateness of the accoun�ng policies related to ECL and underlying methodology applied based on the requirements of  
  SLFRS 9 with the involvement of our FRM specialists and with our business understanding.
• Evalua�ng the completeness of customers/facili�es assessed individually based on the criteria set for the same and checked the accuracy of the  
  allowance for impairment for such iden�fied individually significant exposures.
• Assessing the appropriateness of es�mated “overlays” by the management for model limita�ons and independently calcula�ng the stages of  
  loans based on the set criteria for the collec�vely assessed exposures.
• Assessing the appropriateness of key parameters and assump�ons par�cularly related to the macroeconomic scenarios used in the expected  
  credit loss model.
• Tes�ng the mathema�cal accuracy of the calcula�on of allowance for impairment.
• Evalua�ng the completeness, accuracy and relevance of underlying data used for the calcula�on of impairment allowance on a sample basis by  
  agreeing to the source documents and IT systems.
• Assessing the adequacy and appropriateness of disclosures made in the financial statements with reference to the requirements of relevant  
  accoun�ng standards.
2. IT systems and controls over financial repor�ng
Risk Descrip�on 
The Group’s key financial accoun�ng and repor�ng processes are highly dependent on the automated controls over its informa�on systems. 
Automated accoun�ng processes, calcula�ons and controls over IT environment, which include IT governance, controls over programme changes, 
access to programmes, data and IT opera�ons, are required to be designed and operated effec�vely to ensure accurate financial repor�ng.
System calcula�ons related to interest income/expenses, impairment and integra�ons between business systems and financial repor�ng systems are 
key areas that could result in the financial records being materially misstated.
We iden�fied IT systems and controls over financial repor�ng as a key audit ma�er because the Company’s financial accoun�ng and repor�ng systems 
are fundamentally reliant on complex IT systems and control processes which are driven by significant transac�on volumes caused by the size of the 
customer base.
We used our KPMG IT Audit specialists where applicable to perform audit procedures to assess IT systems and controls over financial repor�ng, which 
included,
• Obtaining an understanding of and assessing the design, implementa�on and opera�ng effec�veness of key internal controls over the con�nued  
  integrity of all major IT systems fundamental to dealing with the financial data, par�cularly financial repor�ng.
• Examining the framework of governance over the Company’s IT organisa�on and the controls over programme changes, access to programmes,  
  data and IT opera�ons, including compensa�ng controls where required.
• Evalua�ng the design, implementa�on and opera�ng effec�veness of the IT general controls and IT applica�on controls related to significant  
  accounts and system calcula�ons that are relevant to the Company`s financial repor�ng ac�vi�es.
03. Valua�on of Investment property 
Risk Descrip�on
As disclosed in Note 19 to the financial statements, the fair value oflnvestment Proper�es of the Group was Rs. 4,610 Mn as at 31st March 2026 and 
fair value gain derived from investment proper�es for the year ended 31st March 2026 was Rs. 432 Mn.
Management's assessment of the fair value of investment proper�es is based on the valua�ons performed by qualified independent property valuers 
in accordance with recognized industry standards.
We iden�fied valua�on of investment proper�es as a key audit ma�er due to the significance of the value to the financial statements and the 
determina�on of the fair values involves significant judgments and es�ma�on, par�cularly determining the appropriate valua�on methodology to be 
used, and in es�ma�ng the key assump�ons applied. These key assump�ons include but not limited to replacement cost per square feet, es�mated 
rental income and current market price taking into considera�on for difforences such as loca�on, size and condi�on of the proper�es. A change in the 
key assump�ons will have a significant impact on the fair value of investment proper�es. 
Our audit procedures included;
• Assessing the competency, objec�vity and capabili�es of the independent external valuers engaged by the management.
• Assessing the reasonableness of the valuer’s assump�ons and methods used in the valua�on and comparing the same with evidence of current  
  market values.
• Engaging our own internal resources to assess the reasonability of the valua�on technique, per perch and per square feet prices determined by  
  the management specialist.
• Assessing the adequacy of disclosures made in rela�on to the revalua�on of investment property, land and buildings under property, plant and  
  equipment in the financial statements, including the descrip�on and appropriateness of the inherent degree of subjec�vity and key assump�ons  
  used.
Other Informa�on 
Management is responsible for the other informa�on. The other informa�on comprises the informa�on included in the annual report but does not 
include the financial statements and our auditors’ report thereon. The annual report is expected to be made available to us a�er the date of this 
auditors’ report.
Our opinion on the financial statements does not cover the other informa�on and we will not express any form of assurance conclusion thereon.
In connec�on with our audit of the financial statements, our responsibility is to read the other informa�on iden�fied above when it becomes available 
and, in doing so, consider whether the other informa�on is materially inconsistent with the financial statements or our knowledge obtained in the 
audit, or otherwise appears to be materially misstated.
When we read the annual report, if we conclude that there is a material misstatement therein, we are required to communicate the ma�er to those 
charged with governance.
Responsibili�es of Management and Those Charged with Governance for the Financial Statements
Management is responsible for the prepara�on of financial statements that give a true and fair view in accordance with Sri Lanka Accoun�ng 
Standards, and for such internal control as management determines is necessary to enable the prepara�on 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 Group’s ability to con�nue as a going concern, disclosing, as 
applicable, ma�ers related to going concern and using the going concern basis of accoun�ng unless management either intends to liquidate the Group 
or to cease opera�ons, or has no realis�c alterna�ve but to do so.
Those charged with governance are responsible for overseeing the Company’s and the Group’s financial repor�ng process.
Auditor’s Responsibili�es for the Audit of the Financial Statements
Our objec�ves 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 skep�cism throughout the audit. We also:
• Iden�fy 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 detec�ng a material misstatement resul�ng from fraud is higher than for one resul�ng from error, as fraud may involve collusion, forgery,  
  inten�onal omissions, misrepresenta�ons, 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 effec�veness of the Company and the Group’s internal control.
• Evaluate the appropriateness of accoun�ng policies used and the reasonableness of accoun�ng es�mates and related disclosures made by  
  management.
• Conclude on the appropriateness of management’s use of the going concern basis of accoun�ng and, based on the audit evidence obtained,  
  whether a material uncertainty exists related to events or condi�ons that may cast significant doubt on the Group’s ability to con�nue as a going  
  concern. If we conclude that a material uncertainty exists, we are required to draw a�en�on 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 condi�ons may cause the Group to cease to con�nue as a going concern.
• Evaluate the overall presenta�on, structure and content of the financial statements, including the disclosures, and whether the financial  
  statements represent the underlying transac�ons and events in a manner that achieves fair presenta�on.
• Plan and perform the group audit to obtain sufficient appropriate audit evidence regarding the financial informa�on of the en��es or business  
  units within the group as a basis for forming an opinion on the group financial statements. We are responsible for the direc�on, supervision and  
  review of the audit work performed for purposes of the group audit. We remain solely responsible for our audit opinion.
We communicate with those charged with governance regarding, among other ma�ers, the planned scope and �ming of the audit and significant 
audit findings, including any significant deficiencies in internal control that we iden�fy during our audit.
We also provide those charged with governance with a statement that we have complied with relevant ethical requirements regarding independence, 
and to communicate with them all rela�onships and other ma�ers that may reasonably be thought to bear on our independence, and where 
applicable, ac�ons taken to eliminate threats or safeguards applied.
From the ma�ers communicated with those charged with governance, we determine those ma�ers that were of most significance in the audit of the 
financial statements of the current period and are therefore the key audit ma�ers. We describe these ma�ers in our auditor’s report unless law or 
regula�on precludes public disclosure about the ma�er or when, in extremely rare circumstances, we determine that a ma�er 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 communica�on.
Report on Other Legal and Regulatory Requirements
As required by sec�on 163 (2) of the Companies Act No. 07 of 2007, we have obtained all the informa�on and explana�ons that were required for the 
audit and, as far as appears from our examina�on, proper accoun�ng 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 3029.
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