IN THE SUPREME COURT OF THE DEMOCRATIC SOCIALIST REPUBLIC Ok SRRLANKA

“PREVENTION OF MONEY LAUNDERING (AMENDMENT) BILL”

SC(SD) No.25/2026  Petitioner:  Dr. Paikiasothy Saravanamuttu

Counsel: Viran Corea, PC with Khyati Wikramanayake,
Thahira Cader and Shabnam Mohammed

SC(SD) No. 26/2026 Petitioner:  Ambika Satkunanathan
Counsel: Pulasthi Hewamanne with Fadhila Fairoze
Respondent: Hon. Attorney General
Counsel: Sudharshana De Silva, PC, Additional Solicitor

General with Mahin De Silva, State Counsel and
Senal Senevirathne, State Counsel

BEFORE: Achala Wengappuli Judge of the Supreme Court
Arjuna Obeyesekere Judge of the Supreme Court
K.M.G.H. Kulatunga Judge of the Supreme Court

(1) The Court assembled for hearing at 10.00 a.m. on 21 May 2026.

(2) A Bill referred to in its short title as the “Prevention of Money Laundering
(Amendment)” [the Bill] was published as a Supplement in Part Il of the Government
Gazette of 17" March 2026. It was presented in Parliament by the Hon. Prime
Minister and Minister of Education, Higher Education and Vocational Education and
was placed on the Order Paper of Parliament of 5" May 2026.

(3) Two Petitioners have invoked the jurisdiction of this Court in terms of Article 121(1)
of the Constitution by filing the above numbered petitions in the Registry of the
Supreme Court on 18" May 2026. The Petitioners have prayed inter alia:




(4)

(5)

(a) That this Court declare that Clauses 8, 9, 11, 12, 14, 15, 18, 21, 22, 30 and 31
are in violation of Articles 3, 4, 11, 12(1), 13, 14 and 14A of the Constitution;

(b) For a determination that in addition to being passed with not less than two-

thirds of the whole number of Members of Parliament (including those not
present) voting in its favour [the special majority], the Bill must be approved

by the People at a Referendum.

Upon receipt of the said petitions, the Registrar of this Court issued notice on the
Attorney General, as required by Article 134(1) of the Constitution.

We heard extensive submissions of the learned President’s Counsel for the

Petitioner in SC (SD) No. 25/2026, the learned Counsel for the Petitioner in SC (SD)
No. 26/2026, and the learned Additional Solicitor General. All parties were also

afforded the opportunity of filing written submissions.

Jurisdiction of Court

(6)

(7)

This Court is exercising the jurisdiction conferred on it by Article 120 of the

Constitution which requires this Court to determine whether the Bill in its entirety

is, or any of its provisions are inconsistent with the Constitution. Article 123(1)

provides further that, “The determination of the Supreme Court shall be
accompanied by the reasons therefor and shall state whether the Bill or any provision
thereof is inconsistent with the Constitution and if so, which provision or provisions

of the Constitution.”

erms of Article 123(1), the consequential

Once a primary determination is made in t
ke are specified in Article 123(2), which

determinations the Court is required to ma

reads as follows:

“Where the Supreme Court determines that the Bill or any provision thereof is

inconsistent with the Constitution, it shall also state —

(a) whethersuch Bill is required to comply with the provisions of paragraphs (1)

and (2) of Article 82; or
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(b) whether such Bill or any provision thereof may only be passed by the special

majority required under the provisions of paragraph (2) of Article 84; or

(c)

whet'her such Bill or any provision thereof requires to be passed by the
special majority required under the provisions of paragraph (2) of Article 84

and approved by the People at a Referendum by virtue of the provisions of
Article 83,

and may specify the nature of the amendments which would make the Bill or such
provision cease to be inconsistent.”

(8) It must be noted that in terms of Article 83, the requirement for a bill or a provision
thereof to be passed with the special majority of Parliament and to be approved by
the People at a Referendum will arise only where such bill or a provision thereof

seeks to amend, repeal or replace Articles 1,2, 3, 6,7,8,9,10,11,30(2), 62(2) or 83
itself, of the Constitution.

The Financial Action Task Force

(9) This Court was called upon in May of this year to consider the constitutionality of 2
Bill that sought to amend the Financial Transactions Reporting Act, No. 6 of 2006. In
the Determination of this Court that followed, we referred to the Financial Action
Task Force (FATF), an independent inter-governmental body established in 1989, of
which Sri Lankais a member, and to the periodical Recommendations made by it, in
order to place in context the provisions of the said Act and the amendments that
were sought to be introduced through the said Bill.

(10) The need to introduce the Prevention of Money Laundering Act, No. 5 of 2006 and
the present Bill too can be traced to the FATF and thus, it is only appropriate that

we re-produce what was stated by this Court in the aforementioned Determination

with regard to FATF.

(11) The mandate of the FATF is to set standards and promote effective implementation

of legal regulatory and operational measures for combating money laundering,

3



terrorist financing, financing of proliferation of weapons of mass destruction and

other related acts that pose a threat to the integrity of the international financial
system. In collaboration with other international stakeholders, the FATF also works
to identify national-level vulnerabilities with the aim of protecting the international

financial system from misuse and abuse. These objectives are achieved through a
set of comprehensive and consistent framework of measures known as FATF

Recommendations that are reviewed and updated periodically.

(12) The FATF Recommendations were introduced initially in 1990 as an initiative to
combat the misuse of financial systems by persons laundering drug money. While it
has been amended on many occasions to cover evolving money laundering trends
and techniques, its scope has been broadened to deal with the issue of funding of
terrorist acts and terrorist organisations and the financing of proliferation of
weapons of mass destruction. The fact that the Recommendations are reviewed and
amended on a continuous basis clearly demonstrate that the threat posed to the

financial system of a country is not frozen in time but keeps evolving, thus
highlighting the importance of the regulatory authorities staying ahead at all times.
Last revised in 2025, the Recommendations are universally recognised as the global
standard for the protection of the international financial system from money

laundering,

terrorist financing and financing of proliferation, and member countries

are called upon to take effective measures to bring their national systems upto date

with the FATF Recommendations.

(13) The FATF Recommendations set out the essential mea

sures that Countries should

have in place to:

a)
b)

c)

d)

Identify the risks, and develop policies and domestic coordination;

Pursue money laundering, terrorist financing and the financing of proliferation;

Apply preventive measures for the financial sector and other designated

sectors,
he competent authorities (e.g.,

Establish powers and responsibilities for t
y authorities) and other

investigative, law enforcement and supervisor

institutional measures;



(15)

e)  Enhance the transparency and availability of beneficial ownership information

of legal persons and arrangements; and

f) Facilitate international cooperation.

The Recommendations require a country to identify, assess and understand the risks
posed to their financial system by money laundering, terrorist finance and financing
of proliferation of weapons of mass destruction, and thereafter adopt appropriate
measures to mitigate the risk. This approach, known as the risk-based approach,
allows each country to adopt a more flexible set of measures, utilise their resources

more effectively and apply preventive measures that are proportionate to the

nature of risks faced by each country.

Mr. Sudharshana De Silva, PC, Additional Solicitor General submitted that the FATF
Recommendations require Countries to apply the crime of money laundering to all
serious offences covering the widest range of predicate offences, to ensure that

operational frameworks prioritise asset recovery in both the domestic and

international context, and to have legislative measures that would enable the

competent authority in each country to:

Identify, trace and evaluate criminal property and property of corresponding

a)
value;

b) Suspend or withhold consent to a transaction;

c) Take any appropriate investigative measures;

d) Expeditiously carry out provisional measures, such as freezing and seizing, to
prevent any dealing, transfer or disposal of criminal property and property of
corresponding value;

e) Confiscate criminal property and property of corresponding value through
conviction based confiscation;

f)  Confiscate criminal property through non-conviction based confiscation;

g) Enforce a resulting confiscation order; and

h) Ensure effective management of property that is frozen, seized or confiscated.



The Bill

(16) The foundation for criminalizing and facilitating investigations into the laundering of

illicit funds was established by the Prevention of Money Laundering Act, No. 5 of

2006 [the Act]. While the first amendment to the Act in 2011 strengthened the
enforcement mechanisms, the learned Additional Solicitor General submitted that
the growing sophistication of cross-border financial networks has necessitated the
introduction of reforms that close the gaps through which complex financial crime
has escaped prosecution in Sri Lanka, thus ensuring a more comprehensive

legislative response to prevent money laundering.

The Bill contains 31 clauses and seeks to provide inter alia for the following:

(i)

(ii)

(iii)

Clause 2 provides for the broadening of the applicability of the provisions of

the Act.
Clause 3 provides for the broadening of the scope of the offence of money
laundering and to provide for the removal of the minimum jail term specified

for that offence.
Clauses 6 and 7 seek to increase the fine for (a) failure to disclose information
relating to properties connected with the offence of money laundering, and (b)

divulging information relating to investigations into the offence of money

laundering.

Clause 8 provides inter alia for the issuing of a Freezing Order on any property
or property of corresponding value which may have been used in committing
the offence of money laundering and increase the punishment for the

contravention of a Freezing Order.

Clause 9 seeks to extend the time period available for making an application
for the confirmation of a Freezing Order and the period for which the High

Court may extend such Freezing Order.
Clause 12 provides for the protection, preservation, management and disposal

of property subject to a Freezing Order.



(vii) Clause 14 provides for issuing a Freezing Order in relation to any other

property connected to a property that is subject to a Freezing Order.

(viii) Clause 16 provides for restoring the rights of bona fide claimants over the

property subject to a Freezing Order.

(ix) Clause 18 provides for (a) furnishing an Sffidavit or sworn statement by 2
person subject to an investigation and the admissibility of such affidavit and
sworn statement, (b) the imposition of a penalty for giving false evidence, and

(c) special investigation techniques to be used during an investigation.

(x) Clause 21 provides for exchange of information relating to court proceedings

with foreign law enforcement agencies.

(xi) Clause 24 provides for the application of the Mutual Assistance in Criminal

Matters Act, No. 25 of 2002 in respect of providing assistance between the

Government of Sri Lanka and foreign countries.

Freezing Orders — Clauses 8, 9, 11, 12, 14, 15 and 22 of the Bill

(18) Clauses 8 — 17 seek to amend the provisions of the Act with regard to freezing orders

(19)

and forfeiture orders relating to property. Of these, the provisions in Clauses 8,9,
11, 12, 14, 15 and 22 were challenged by the Petitioner in SCSD No. 26/2026 on the
basis that when taken cumulatively, these clauses are inconsistent with Articles

12(1), 13 and 14(1)(g) of the Constitution

The learned Additional Solicitor General submitted that the offence of money
laundering involves the transfer, concealment, conversion, dissipation or
destruction of criminal proceeds and that if law enforcement authorities were
confined solely to property physically traceable to the original unlawful activity,
offenders could readily defeat the operation of the Act by disposing of the original
property before judicial proceedings are even commenced. Hence, the need for
Orders to freeze property that had been used in the commission of an offence in
order to prevent further acts being committed and to prevent the dissipation of such
property, with adequate safeguards to prevent the arbitrary exercise of such powers

by the Police.






