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Sri Lanks Accounting and. ‘uditing. Stondards
| Act, No. 15 of 1985 |
[Certified on 25th August, 1995]
LD.—O. 85791 g o a8 BEC a

AN ACT TO TeoviDE FOR TUr ESTAUIISHMENT OF Sri LawKa
AcCCOUNTING 'SyawpamRDS ANn S TANRA - AND ~AUDITING
STANDARDS ; TO ESTAELIEM THE Sm LAWxA AccoUmTING
Sranparns Moxrroring BOARD ; ARD TO PAOVIDE FOR MATTERS

BE it enacted by the Parlidment of the Democratic
Socialist Republic of Sri Lanka as follows ;—

J. This Act may be cited as the Sri Lanka Accounting
and Auditing Standards Act, No. 15 of 1895. 1

2. (1) The Institute-of Chartered: .Accountants. of Sri
Lanka (hereinafter referred to as the ¢ Institute ”) shall,
from time to time, adopt.such accounting standards (here-
inafter reterrcd (o as = Sti Lanka Accounting Standards ")
as -muy be necessary for the purpose of maintaining &
uniform and high standard in the ~ preparation and
presentation of accounts of business enterprises.

(2) The Sti Lanksa Accounting Standards adopted unde?
suhsection’ (1) shall be published in the Gazette and shall
become effective from and after the date of such publica-
tion or such later date as may be specified therein. 8

3. (1) The Institute shall, from time to time,  adopt
approp:-iate auditiag standards (hereinafter referrd to as
“Sri Lanka Auditing Standards”) as -may be necessary to
govern the coaduct of .the audit of accounts- of business
enterprises. : Wiy M St

(2) The Sri Lanka Auditing Standards adopted under
subsection (1) shall be published in the Gazette and shall
become elfective fram and after the date of such publica-
tion or such later date as may be specified therein.

4. (i) The Institute shall, whenever necessary . revise,
slter and araend the Sri Lanka Accounting Standards and
Sri Lanka Auditing 8 andards adopted by it under this
Act and shall cause such revised. altered or amended
standards to be published in the Gazette, and such revisions,
alierstions apd amendments shall become effective from
and afler the date of such publication or such later date
gs may be specified therein. )

(2) The Inastitute shall notify the ‘public of the Sri
Lanka Accounting’' Standards and the-Sri Lanka Auditing
Stand>rds an * of the mwvisicns, alterations and amendments
made thereto, by notice publishied in ‘the Gazette or {n such
other manner as is calculated to give publicity thereto.
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5. Thl lhndlrda ndnpted hy the Institute under sections
2 and 3 of this Act shall be appli+able to all business rnter-
prises specified in the Schedule 1 this  Act: (hereinaftex
nt-rmd ‘to a8 apo:iﬂad bulness enmpd.su")

.r (1) It lh,l]l ba tbe duty u! every lpmiﬁed business
ent.erpriae to lprepar-.ait.s accounfs in compliance with the
Sn Lanka .\ccounting Standards and take all necessary
measures to ensure that its accounts are audited in
accordance with the Sri Lanka Auditing Standards with
tl.2 obiect uf presenting a irue and tair view of the financia}
performance and financial conduion of such enterprise.

" (2)' Any specified business enterprise which acts I
mtrnvendun of ihe provirions «f 'subsection (1) shall be
guilty of an nl!ence under this Act. .

7. (1) The o.ccounta of every specified business enterpriss
shall be audited by professionally qualified auditors whe
shall be :nembhere of ‘the [astitute holding & -~ certificate to
practise, issued bv the Insti'ute. and it shall be the duty of
such auditors to cetﬁty in their audit, report that the audit
has been conuucted in ace ardane: with, the Sri Lania
Auditing Standards and that accounts huve been prepared
and presented acoordnnea with the Sri Lankx Accounting
Bt.undn:dt

. (2\ Where unv uuaﬁﬂei auditor fails to comply with
the Sri Lanka Accounting standards and the Sri Lanksa
Auditing Standards as required by subsection (1), he shall
lpecify clearly the deviations made and Elve reasons Ir.

8. (1) An Ao;pounting Standards Committee consisting
of such members as are specified iz subsection (2) is hzrahy
established*angd such Corimittee -+hall 'make recommendi-
tions and ofhierwise assist the Iastitute in the adoption of
lmouhllnu i'.andarda UWr sectlm -2 of Lh:s Act,

(2) The Accountlng Stll"iarﬂ.l Committae shsll c-\nsut
ﬂf*— at e [ .

‘(a) the President of the Imﬁh:té rh'i five other memberg
of the Inmtutc numina'eJ by thc- Council u! such
lmhluts ;‘ >

(b) opemembgr namlna!ed bv ‘he Sri Lanka Divizion

the Chartered Institute of '\![mpgement Accountan$
of the Uaited Kin"dom .
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() the Reuistrar of Companies; A 1

(d) the Director-General ‘of the Securities and Exchange
Commission of Sri Lanka. =~ L

(¢) one member to represent tlm Central Bank nominated

_ “by the Gnvernor of the Central Bank;

(J) one me_:qbg;who sh_nll be a d.luc!or of 'n-wmpmy ot
person having -exiensive. experience at senior
managenal level 1n a specified husiness enterprise,
nominated by the Ceylon Chamber of Commerce;
and - o

(g) one memberjwho“slhﬁl B& a director _pi a company or
a person having extensive experience at a senior
level in a specified business enterprise. nominated
by hie Federation uf Chainbers of Commerce and

Industry of Sri Lanka, ¢ .. i ;
gt T W o [0 w3 o t3 ey
{0) Notwithstanding the provicions of <subsection (1), the

Accnunting Siandards Commitres ‘shall, where st is called
upon to make recommendations regurding accounting
standards o be adopted -in respect of Ilq@p&dlﬁﬂiﬁmﬂ?i“l
banks or other fuancial institutions comning within the
supervisory ventrol of itheCentral Bank,.consult the Central
Bank and obtain its concurrence, before making guch

recommendations.

9. (1) An Auditing Standards Committee consisting of
-such members as-are specihed in subsection (2) is hereby
established and such Commitize shall make reco
%ions and otherwise assist the Institute in the adoption of
Auditing Sta~dards under section 3 of this Act.

(2) The Auditing Standards Commitiee shall consist of
aight memoers of the Institute nominated by the Council of
such Institute, at least fous cf whom shsll be members of
the Accountuig Standards Comrmttee ~nominated under
paragraph (a) of subsection (2) of section 8.

(3) Notwithstanding the provisions ot subsection (2), the
Institute may, as ard when ‘it considers necessary, co-opt
any person with special experience in the-field of auditing
to terve in the Auditing-Standards: Committee.

10 (1) A member nominated 'to  the Accounting
Standards Committee or the Auditing Standards Committes
(in this section reivired'to as * a nominated memoer ) may
resign from' such Committee by a-letter
person nominating him. 4
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(2) A nominated member of the Accounting Standards
Committee or the Auditing Standards Committee shall serve
nhtueh&mhﬁolwupeglodotmymmdahmbe

() A person nominated. to the Accounting Standards
- Commiftee or. the Auditing Standards Committee in place
of a nominated member, who ' dies. or resigns from such
Comumittee, serve on mich Committee for the unexpired
period ‘of the ternt of the ‘nominated ' member whom he

o e (1) There shall be established a board which «hali
.and known as the “Sri Lanka Accounting onu
'@"ld.im Standards. M ng = Board”, (hereinafier

(2) The Board shall by the name assigned to it by sub-
section (1) be a body corporate with perpetual sucession and
a common’ seal and may sue and be sued in its corporate

=

12 (1) The Board shall consist of the following members; -

(a) three members (hereinafter referred to as  ¢x-
4. officio members”) who shall be the persons
holding office ws— ; ;

(1) .the Registrar of Companies ;

© (i) thé'“Commissioner-General of Inlam!
O oo Lo
(i), the , Director-General of the Securities
_ and Exchange Commission of Sri
/. tld . Lanka - Fii Ry

- ¥

.. (b) ten member s appointed by the Minister _(herein-
- after refered o as “asppointed members”) aud
ms".‘“ﬂg ‘o-.tg;_"_-_\_ % r L i .

12 (h-an officer o the Central Bank nominated by thc

s LT k1 e & A -
- (if) tree ' members’ of *he Tnstitute selected from
e m:mmm by the Institute;

(i) & member of the Chartered Institute of

- S «Mandsemert | Aceruntants of the United

* Kifigdom selected  from among  three

' members: ‘nominsted by the Sri Lanka
‘Division of the Institute ;
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{iv) one senior lawyer selected from among three
senior lawyers - nominated by the Har
Association of Sri I.anka ;

(')mmm ormhepumwm
extensive managensl experience at senior
level in a specified business enterprise one
of whom shall be selected from a panel of
three names submitted by the Ceylon
Chamber of Commerce, and the other from
& panel of three names submitted by the
Federation of Chambers of Commerve and
Indnmydsrllnm,

(vi)onem!orbanku seleetadfrom: panelo.f
tbxeebanlcenmmlmtedbythaﬂrlhnh
Banks' Associstion; and

(vil) mpermnulmhdﬁuma penel of three
persons nominated by the University Grants
Commission established by the Universities
Act, No. 16 of 1978, to represent the Depart-
ments Faculties and Postgraduate Institutes
of Accounts or Business Management or
Business Administration in Universities
ccmmgwlthln its purview.

(2) The Minister :hsll appotnt one of the appointed
members of the Board to be the Chairman of the Board.

iz (I)Emynppnhtdmmhu of the Board shall,
unless he vacates office earlier by death, resignat.lnn or
remaoval, hold office for a perlod of four years.

4 (1) Thelﬂnhﬁumy.byﬁrdupubli-hed in the
Msmmnm!nhémhro!tbamm
umuw!thoutaﬂphgmymthrﬂur

" {2) A member in respect of whom an Gnhr ‘under
subsection (1) is made, sholl be deemed to . have vacated
eﬂuunthednho!pubﬂuﬂono!nuderdrhth&Guette.

15, Anmhhdmhrmntmyﬂ:nnﬂp his

@ubylﬂwrhthlteﬂmtaddnmdtotho and of

mmmmuhdmmﬂw accepted by

mwm-hnhnnﬂu.mmmmt.
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17. In the event of vacation of office by death,
resignation or removal of any appointed member of the
Board, tlhe Minister may having .egard tu the provisions of
paragraph (b) of subsection (1) of section 12, appoint any
other person to succeed such . member. Any member so
appointed in place of such member, shall hold office for the
© unexpired period of the term of office of the member whom

he succeeds, .

18. (1) The Chalrman of the Board shall preside at
every meeting of the Board. In the absence of the Chair-
man from a1v such meeting, the memhers present shali
elect one of the members tc preside at such meeting.

{2) The quurum for any meeling of the Board shall be

(3) Subject to the provisions of this section the Board
may regulate the procedure in regard to the meetings and
thetrmcﬂmcghmatmchmunm.

(4) No act, decislon or proceeding of the Board shall be
deemed i~ e invalid by reason oniy of the existence of any
vacancy among its members or any defect in the appoint-
‘ment of any member theseof.

(5) The Chairman of any meeting of the Board shall, in
lddiﬁmh‘bbmm;hlwlmﬂnswta.

18. The members of the Board shall be remunerated in
such manner und at such rates as may be determined by the
Minister with the concurreace of the Min'ster in charge of
the subject of Finance, -

20. (1) If the Chairman of the Board becomes by
reason of illness of other infirmity or absence from Sri
_ Lanka, temporarily unable to perform the duties of his
office, the Minister

(2) The Minister may, without assigning any reason
thercior, remove the Chairman from the office of Chairman.

 (3) The ciuh'mm may of any iime resign from the
office of Chairman by letter addressed to the Minister,

(4) Subject to the provisions of subsections (2) and (3),

‘the term of office of the Chairman shall be his period - of

membership of the Board.
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2l. (1) The seal ot the Board ghall bein the ‘custody of
the Chairman of the Board. -

(2) TheaeﬂnttheBm:dmwbea_lteudlnnmhmm
®s may be determined by the Board.

(3) The seal of the Board shall not be affixed to any
imstrument or document except in the presence of thres
members of the Board all of whom shall sign the instrument
in token of their presence.

22. The Board shall, subject to the provisions of this
Act—

(a) appoint such officers and servants as it may consider

necessary for the performance or discharge of its
duties and functions and may exercise disciplinary
control over them ;

(b) fix the amounts to be paid as remuneration to the
officers and servants so appointed ;

(c¢) determine the terms and conditions of service of
such officers and servants ;

(d) establish and regulate provident funds or schemes
for the benefit of such officers gnd servants and
make contributions to any such fund or scheme.

2. The function of the Board shall be to monitor the
eompliance with the Sri Lanka Accounting Standards and
the Sri Lanka Auditing Standards, by specified business
enterprises.

24. The Board shall have power—

(a) to acquire and hold, any property, movable or
immovable, which may become vested In it by
virtue of any purchase, grant, gift, testamentary
disposition or eotherwise and to sel, mertgage,
udgn,exch.m;unrothuwhadhpouohhm:

(®) to enter into such contracts and agreements as may
be necessary for the discharge of its functioms;

(c) to do all such acts or things as may be mecessary fa
the opinion of the Board for the proper discharge of
fts functiona -
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25 (1) It shall:be duty of every specified busmness
enterprise to submit to the Board a copy of the annual
accounts of such enterprise to enable the Board to determine
whether the accounts have been prepared in cumpl.ia.nce with
the Sri Lanka Accounting Standards.

"(2) For the purpose of enabling the Board to perform
its duty under subsection (1), the Board or any person
authorized in that behalf by the Board may by notice in
writing issued not later than one year after a specified
business enterprise has submitted its relevant accounts to
the Board, require such specified business enterprise or its
auditors to furnish to the Board or to the person authorized
by the Board, within such time, as shall be specified in the
notice, any information pertaining to its accounts end it
shall be the duty of such specified business enterprise or its

' auditors, as the case may be, to comply with such reuire-
ment within the time specified in the notice.

“(3) The Board shsll have the power for the purpose of
performing its duties under subsection (1) to suramon and
' question any director, officer or auditor of any specified

business enterprise on any matter pertaining to the
preparation or pruentaﬁnn of its accounts.

28. The Boudor any penon duly authoriz.ad in that
behalf may carry out such  investigations
or hold such -inquiries @3 it may by notice
in writing consider necessary or . ‘expedient for the
performance of its duties under this Act, and for such
purpose may summon and call upon any director, officer or
auditor of any specified business enterprise to appear
before it at any such investigation or inquiry or to produce
any such bocks or documents in the possession or control

* of such director, officer or auditor as are required for the
- purpose of such investigation or inquiry.

. (1) Every—
(a) person who fails to comply with, or contravene,
the provisions of section 6 or section 7 or
subsection (1) of section 25;

(b) person who fails to comply with any require-
ment imposed on him under subsection (2}
of section 25 or knowingly furnishes =any
false information in compliance with any suck.
requirement ;
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(o) M.Mumdnwmw
enterprise. who fails to appear before the
Boud‘whmuqu!ﬂdbdonnndumbue-
tion (3) u!ndlmﬂurnvﬂm”,orwho

requixedtodnwbytheﬂoardoraperm
duly authorised bpﬂuﬂurﬁurknowﬁtﬂy
-glmmyfdumhmyquesuohpul
to him by the Board or a person duly
authorised by the Board,

conviction after summary
to a fine not exceeding five hundred thousand rupees.

2) Whue;pmhmﬂdaddmoﬂaneeunderwh
Act and the court holds that the act constituting such
offence was done with the :

done with the intentio X
bank. the court may sentence the offender to imprisonment
of either Mpﬁmmlmmmtmmnwm

(3) Where an offence under this Act, is committed by a
body corporate, any person who is at the time of the commis-
sion of the nffence, a director, manager,
gimilar officer of that body corporate shall

guﬂthhatoﬂenumlmhnmvuthstmeoﬂmwn
committed withnuthiskmwladgeurmnivmmdthatba
exercised all suchs diligence to prevent the commission of
that offence as he uughttohlwnirdledhnvlhg regard
tolhemmnfultuncﬂohlmdﬂllhad:cmwu
the case. '

28 (nth!Bou'dW,hlm regard to the circums-
tances in which offence under this Act is committed
compound such offence for a sum of money not exceeding
-;xa_w-\‘}mdottheﬂnehnpunbh for such offence and all sums
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of ‘money received by the Board in the compounding of
offence under this section shall be credited to the Fund ef
the Board. ' 1 ; '

(2) Where the Board is satisfied that a specified business
enterprise or an auditor bas contravened any provision of
this Act and that such contravention is not of a serioms
nature it may— L :

(a) direct such specified business enterprise to have e
accounts reaudited or where such accounts havs
been publisned, to , republish them or to include
suitable correction in its accounts for the following
year; or

(b) where such specified business enterprise is a publie

" company, direct such public company to send #

notification in writing to all its shareholdess

expaning the reason ior such non-compliance and

the financial effect of such non-compliunce on the

. accounts of such public company and where such

... specified business enterprise is a public company

listed in a stock exchange licensed by the Securitles

and Exchange Commission of Sri Lanka, to send im

addition, a copy of such notification to such Commis-
sion and suc}: stock exchange,

29, Where any accountant of any specified business
enterprise violates any provision of this Act, it shall be duty
of the Board to bring such violation to the notice of any
professional body of which such accountant is a member for
the purpose of enabling such body to take appropriate
action against such sccountant. : -

30. Where any specified business enterprise has failed
toactlgpmnpl:muwighmﬂﬂmuftbhm,hlhlnh
the duty o!_the Boun}'tobrl_ngnmhhcththenntiu—

(6) of any suthority. which is empowsred by law o
regulate or supervise the activities of such specified
business enterprise ; and

(®) of the Inland Revenue Department, if the Board
- considers that such non-compliance has resulted
in a substantial reduction of the tax lasblities =f
such specified business enterprise.
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3L (1) There shall he charged, levied and paid, by
@very specified business enterpr.se, a cess of such amount
nmaybedatermined-bythownmerfmmtjmetonme.
by Urder puolshed in' the Gazette. and which shall con-
#ist of a percen uity as shown in
the balance sheet of such enterprise for the previous year
Or a percentage of its atier tax profits as shown in the
Prolit anu 105 eccounts of Such enterprise for the previous

¥ear, whichever is higher.

approval within two
months of its publication. ‘Any Order which is -not so
‘#pproved shall be deemed to be revoked from the date of
disapprova. but wi hout prejudice 10 the validity ot any
thing previously done thereunder. Notification of the date
sn which an Order is so disapproved shall be published
in the Gazette. 7 ’ z )

32. (1) The Board shall have its own Fund. There shall
be credited to the Fund of the Board—

(a) all such sums of money as may be voted from time
to time by Pariament for the use of the Board ;

(b) all such sums of money recieved by the Board as
proceeds of the cess imposed under sect.on 31; and

(c)nnmchsnmufmoneyumnybemelmdbythc
Board in the. exercise and . performance of its
powers and duties under the Act,

(2) Thmnhanhepud-nuloftbei‘undoithtBoardall
sums of money as are required to defray the expenditure
incurred by the Board in the exercise, discharge and per-
formance of its powers duties and ¢unctions under. this
Act or any other written law, _

33. (1) The finanvial year of the Board shall be the

(2) The provisions of Article 154 of the Constitution
relating to the audit of the accounts of public corporations
shall apply to the audil of the accounts of the Board

34. The Board shsll, at the end of each financial year
publish a report of its activities during the year and it
shall be submittéd to the Minister for approval. On being

| approved Wy the Minister. the Minister shall cause such
report to be laid before Parliament. - . .
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3% ) Nouttwpro-enﬂnnabnulb—

(a) sgainst thé Board for any act which in good faith is
done, or purported to be lone, by the

(2) Every regulition made by
published in the Gazette and shall come into operation on
the date of its publication or on such later date as may be

® mmmwmmwm“m
--as-convenient after \its publication be laid before Parlia-
ment for approval. Any regulation which is not approvad
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-h:n'hedmedtohmmth-dmdmar
approval but without ]mdudicehmﬂﬂng previcusly
dine thereunder.

(4) Nohﬂmtiunnfthadatena which any regulatian made

wmmamuhmmunw
in the Gazette. ' v

39. mmm:umywnmymmmnhm
and Tamntemofthlsm,thcahhnhtqt shall prevail.

40 Intthct.unIeutheeontextothurwbenquﬁu—
mmm"mmmmmammh
esublhhadunduthnumurthw

“company” shall have thnnmomingu in the
Companies Act, No. 17 i 1983 ;

“Ceylon Chamber of Commerce” ‘means the ( eylon
Chamber of, Commerce incorporated by the
Chamber of Cummereo Ordinance ;

';Factor!ngComplny mtmmwm—
(a) assumes responaibility for the trade del » of a
client company ;
(b) assumes responsibility for the trade de ts'due

to the client company, thereby reliey ng the
culntnrtherhkumn:

(c) tlkuomc.lhnt'ntradedebtlmdhm
circumstances, advarices a ‘portion: of their
value immndnbdr..anﬂthubulmeq nnmml
ﬂtyoi

(d) purcbases a'debt or a number of debts tt'bm a
clint, usualy in order to, improve the client’s
mah ﬂo.ir; or

(e) underwrites a ellml'ntrldodabtwuhwwlﬁ-
out remum

"Fundll’magnmentt‘umpmy mampcnywhhh
manages portfolios of their: clients in investing in
mgedumwmttheumumw
needie;
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“Institute of Chartered ‘Accountants ' means the Institute
-.of, Chartered; Accountants established by the Insil-
tut> of Churtered Accountants Act, No. 23 of 1934 ;

"lft:enséd commerci’n!' tank " ‘means a public company

1 Moensed 'to carry on banking busineas under the
Banking Act No. 30 of 1988 ;
“ i e
1t prest:ribed 2 meanq prencribed by :egulntum made by
the Mlnlster;

-

a puh.'lic ppx;pqrn&m"t " means .any corporatian. hoard or
other body which was or is establlshed by ar unds-;'
l.ny wﬁt‘ﬁnr law other t!'m.n the Cumpames Act, with
h.mdv ar capi al whn ly o1 pa.tly pmvrlnd by the
" Government by way of granl fuan or othérwise ;

e * Securities end Exchange Commission ” means the Secu-

~ ritles"and’ Exchmqe Comrm.mion established by ths
Seeurities and Exchmae Commixsion Acl. No. 35 of
IR e
..)"“". : 'o'lh_,r
“share-holders’ e:-u:tv " when used in rIat‘nu to a pulbic
» » - COmpany, means, the issued capital of that company
and. its; resesves. . o ¢

[Sectlon 8]
dali shas

,L\rmplniq umug undu\tha B;nkin; Act, ‘No. 30 of 1988,

lﬁamp-nlq autha.r!md "rider the Control u! lnnunnce Act, Mo. 28
o 1002. to carry on insurance business, :

' e carrying om. hm‘ hmm
Factering companies: 71T 5T

Companies registered under the rlnlncu Companies Act,
No, 78 of 1988. .

Iz & .

Companies licensad, undar the Securities and Exchange Com-
mission A.t, No, 36 of 1987, to operate unit tiust.

‘Fund Management Companies, .

Companiés licenséd under the Securities and Exchange Com-

mission Ac1. N, 36 of 1987, to ca.ry o business as stosk bLinkzes
or stock dealera
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fompanjes licensed under the Securities and Exchange UCom.
tuission Act, No. 36 of 1947, to operate a Stock Exchange.

Companies listed in a stock Exchange licepsed under the
8ccurities and Exchange Commision Act, No. 36 of 1487,

Compamqnmunedinlmkuehmi licensed under the
Becurities and Exchaage Commission Act, No. 36 of 1987—

(2) which have a turnover in axcess of the prescribed limit ;

(b) which at the end of the previous financial year, had share=
hddmequityhmdlmmbedm:

{c)wbichnttheendollhamﬁmﬂnmdllm.mlwn
assets in excess of the prescribed limit ;

(d) which at the end of the previous year, had liabilities to banks
and other financial institutions, in excesa of the prescribed
limit ;

{¢) which have a staff in excess of the prescribed limit

Public Corporation engaged in the sale of goods or the proviglon
of services,

A group of companies, any one of which fall within any of tha
above categories. For the purposes of this Schedule, “a group of
companies * mranz a holding comrany snd it subsidiaries, the
accounts of which have tn ha ~onsclidated under section 147 of the

Companies Act, No. 17 of 1982
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