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Message of the Auditor Genej a

It i's my privilegeg

message to t he aln n u
magazine with | mmgnseé
PRATHI BA maghat her
the officers of tH
( NAO) tfoo rbtrhi ntghei r
and inventiveness.

The magazi ne pr o
opportunity to pr
mul tifasiownd alelv

activities of du

Il nstitution. It [ t o
note that the NAO

for excell ence a

embracing progres g

aspects of auditing, Literature, Aesthetic
activities. The NAO provritduersi nag hceraelatthyw idnyy i rca
teamwor k amongst its officers through this ki
Fortunately, everyone has now come to reali zc¢
merely acquiring auditing kogewl&eddke .l |Istt buildd
and i mproving employability of our talent by
With a firm resolve of i nculcating a bal anc¢e
NAO has been successful I n prrecsdouwocnisn go | ceo noffif djecre
take on the role of professionally producti ve
opportunity to the young prolific minds to pu

worthy and eojbobgabl el tomtlsiob refl ects the $i.:
mul titudinous areas.

|l wish the PRATHIBA the very best in all it
wi || continue to achieve new mimestwovaesomwilh
wish the organizing committwde hefr spraatshuiclcaes,sf a
journey towards its desired destination.

(7]
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AUDI TORS®OG

OVERVI EW OF

Banks ar e f

ROLE | NKDINGI EANVNI RONMENT

ByD. M. C. K Jayathil aka

Superintendent
HDFC bank

DI GI TAL BANKI NG

components of the economy.

f aicttates for

essenti al for efficiency of

the entire e

of audi t .

undament al component
Banks
capital i nclusion to

conomy. @®iuref dromatdiagpn attd cohm

i ndusaveesachi eved vari ous

aspect s. One

Usage of digital

such industry

I n t he Rensdudsttser yo ecent sur v

establi shed

banks viewed

the I mportance

digitalizati on

benef it

t hatselcdor
channetse dtioadna el

ey conduct

of t he

as an

of an
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Embracing digital banking leadership and culture
30% 529% 13% 5%

Improving customer experience and engagement
2494% 62% 116 3%

Improving digital talent and skill sets among employees
17% 58% 20% 5%

16%% 43% 35% 6%
Improving innovation agility
15% 54% 25% 6%
Improving the use of data, analytics and Al
14% S50% 28% 8%
Making back office processes more efficient
12% 63% 271% 4%
® Significant progress ® Moderate progress @ No progress
® We have fallen behind the marketplace
Figure :01
Sourcey segsults, Tkemfinanci al brand
Toddygital banking has touched a new |
characteristics |i ke speed, efficiency,

of the unique opportuni tiimepsl.e nbdynrtkeeda d r|n

o™~

gl obal bamnkess amd ccuhbsaamomer 6s | i festyl e
adoption into Sri Lankan banks. Covid
transformati on ionf SrairSlolinasenkaf.n d uhset r Syr i L ¢

have able to inittilag gpogrutiucnki tsyt ebpys itnot r

banking, mobile banking, digital wallijet




COVID-19 driving consumer
behavior changes in banking

50% of
customers
said that
their
primary

banks

are well
connected
to other
platforms

il

49% of customers used
internet banking

47% of customers used
mobile apps for banking

Before COVID-19 4

15% of customers
interacted with banks
via chatbots

Fi g02e:

Source: survey results, The financi al
For i nstance, t he commedricgiiatlal b aonfkf e o fi
revohaty products | i ke ComBank Digit
pl atfor m, a-Rds CloonBlankt e f i r stT haef biatnd
of fer ComBank Q+bastehde afpipr scte rGQR fcioedde b
to retail culsa mimMea ssh aidg imearlc Bank Ac
LANKAQR, ensuring I ntegrati ohhewi kb dn ke
recently -0ofSabed( POBENt machines are QR
digital payment s.

Mp

N

After COVID-19

57% of customers would
prefer internet banking

55% of customers
would prefer mobile
apps for banking

21% of customers would

prefer chatbots & auto-

mated voice help when
|_interacting with banks

30% of
customers
are willing
to shift to
BigTechs/
Fintechs
because

of unsat-
isfactory
experi-
ences
with their
primary
bank

Co
0is




WHAT | S DI GI TAL BANKI NG?

Di gi tkailngbains viewed as the process by
transactions el ectroni caanmor twart howts t
( Si mpson, 2002) . Di gital banking i mp
services throughclarce¢  2&PEBMMictolride g t

|l ssued by Basel Commi t t260é) 3 adn gbaaki rhgan

defined as the provision of retail a
through el ectronic channel s.

According ftionidbowe ,dai git al banking
banking products and services. Such
taking, |l endi ng, account management ,
bil |l payment , and e¢lhectproviici paymmdntot
such as electronic money, di gital wa

definitions of digital banking and th
amongst the researcheanki nQanaleslo (rledf9g
banking where person can do banking

term el ectronic banking"™ or "Digital
Di gital bankicog @diasn md a der bmamampags des
border use of el ectronic met hodol ogi
(ATM) , mobil e banking, i nternet banki

sale (POS) &etc.
LEVEL OF DI GI TAL BANKI NG OF SRI LANKA

Il n Sri Lanka,wabBi diitralt bankiodagced by
S nce then, di gital banking in Sri L
payment buloltentei cge ntemdr thaank hef edrdi olf

t h

a n




4 2 umber of ATM ma c hlLianneksa oapnedr attoi tnagl iwvn
transachndowooat ed thwawgsgiR2thhied AT . Furt
emphasi ze thaoyztdrot3hdeudamar odf Poi nt (
terminals was operating in &cii dcmas kwad
10@1.bi Whieoan .i t S come to mobi |l e b a
transactions had been performed throdu

of t hat transactions were Rs 536 bill

bil Fuomher, value of mobile transactilor
2022 was Rs 188 billion. Di gital banklir
value Rs 6469 billion. Il n the year of| 2
Il n an erya tmae KEVpkdnde mi c, digital paym
experienced remar kabliencgrréoawt end RsTrsa.nG atcrt
Ql 2021 to RS 9.4 trillion in Q1 2023,
year s. The valwiea ofheterbamaslat Q®Rnsdi gi t a
amounted to Rs 681 million ino§3*a202 3],
Even though digital banking expanding
phose] Lankans stil!]l resistheacemitomg a@o
probhDee to majority of Sri Lankans arje
have t owaidto péantdt isteued e . But due to the]| C
| mportance and the usage of digital <clha
LAWS ARBEDGUL ATI ONS RELATI NG TO DI GI TAL |B¥
Government of Sri Lanka has enacted Il|lec
and regulations to supervise and moniijtoa




payment Ssystems are enhdi ciosnnt ,efrfelcita lv
perspective of the customer s.

Centr al bank Sri Lanka (CBSL) I's t he| n
banks and speciali zed banks I n Sri L a
regul ations in relaltamkato digital b ajn k
Payment and Settl ement Act, no 28 of 2
authority for t he preparation of a |[pl
regul ation, supervision and monitori nlg
of sescurTihtet egui del i nes and directions]|i
the payment and settl ement Act , No. 5
procedures, system integrity and safet)
system i n tchter ocno ucn ttrrya nlsiEal &t0 iCedhncso uarcatg,e SN O
use of reliable form of el ectronic clor
systems in the country. The banks thiat
solutions are safeguarded by the Act.
Payme devices frauds act, No. 30 of 2 (
puni shable. The offences include highlly
using new technology such as ski mmin|g,
bi ggest thheapaymanedchydtindustry. Clon
2007 al so supplements the above Act i|n
el ectronic payment systems. Service pjra
2009 act emphasimeed ©Ohat hehe&€eappail ntban

aut horit
payment

y responsible for the regul a
car ds.

My




AUDI TORSS ROLE I N DI GI TAL BANKI NG ENV| R
| t I S obvious t hat audi tor canest i com@
di gitas$t environment . The audit fungt |

transformation I n order to match with

This not only requires audpietrofrosr mi m g u |

preces, br ietq vai trneicsht dovet champe ocaxrdnen ki |

RequiTradsf or matoifomaungpir oace s s

Digital . usage of A Skillful
awarness and Qualifications Digital tools & Auditor in
roactive risk and continuos : Digital

Y training Change in g
assessment indset systems.

Fi goBe:

Source: Author constructed

Di gital awareness and Proactive 1
To ensur e a sarclicheasmskiiunlgi afuadcist, aonfo b i | e b
el ectronic payment applications, t he
environmenkankme rwehtiichg i n and the pre
regul atory requirements, busedess req







