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ABSTRACT

The objeciive of this study is to find the intemal control systemn practices among smalll
and medium scalle enterprises in Colomibo district. Furtier, ot finding out the impact of
imternal comtrol system: om fimancial performamce of small and medium scale
orgamization in Colembae district. The SME soctor bas become 2 crucial segmment and a
major szetion off private sector in developing oountries. Therefiore, for the developimz
coumtiries, It i importamt to accelerate the growth of small and mediun: entenprises in
ovder 1o gain sostainable development. Flowever poor practices of imternal comtral
sysiom leads 1o failure of the business, poor finarcial activities, lower sttaimment of
the entity’s goal objective znd failed to podtiect omgzmezatiom asset Therefore this
reseanch aim to explone intermal comtol system practices in Collombro district and
evaluate whether intermal cortre] sysiem have an imgeact to the financial periormance
ef the business.

Imtermal oontrols: systzm was locked ar from the perspective af comiral culiure, Tisk
assessment, admimssiration activity, accounting imformation and communication, and
menrioring and evaluation. Primary datz was collected from owmers of SMEs in
Colombo districk. Thers, ene hundred cwmers were selected as sample and
questionmaire were issaed to them to collect the primary data. Collectzd data for the
study was presented in the form of tables and chart amd amalyzed wsing the software
Statistical Package of Saciall Scicnce, version [9.0. The data snalysis incinded tie
Univvariate analysis (descriptive) and Bivariate anslysis.

Acoarcing o the anzlysis, the finding sthowsd internal contol system of SMS is a
moderate level (2.84) and alse firancial performarnce & .m‘:.'?m:oquh lievel. However
mzjority of m&p_mu:]mt bave lower levell of ingernal control ﬁ?aftu vand financial
pesformance in Colombo district. There is modesate poeszm: but  significamnt
relationship between imbernal contool system and Fimanciz] perfotmemos. As well as the
dimensions of internz] comtral system ane at modesate level while comtrel culture are
majer ameng them. There are moderate but significant relationship between cach
dimensiion of indernal centrol system znd fiskmeial petformance IM‘PM AROA and
AR of SME. e’
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