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Report of the
Committee on Public Finance
on

Orders under the Special Commodity Levy Act, No. 48 of 2007 (Published in Gazettes

Extraordinary No. 2464/14 of 25" November 2025, No. 2465/16 of 04" December 2025 and No.
2469/12 of 31 December 2025)

Resolution under Section 10 of the Customs Ordinance (Chapter 235) relating to Import
Duties (Published in Gazette Extraordinary No. 2464/15 of 25" November 2025)

Microfinance and Credit Regulatory Authority Bill

Presented to Parliament
by
Hon. (Dr.) Harsha de Silva
Chair of the Committee
Tuesday, the 17" of February 2026
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Report of the Committee

The Committee on Public Finance at its meeting held on 10" February 2026 considered the following

Orders, regulation and Bill;

o Orders under the Special Commodity Levy Act, No. 48 of 2007 (Published in Gazettes Extraordinary No.
2464/14 of 25" November 2025, No. 2465/16 of 04" December 2025 and No. 2469/12 of 31t December
2025)

e Resolution under Section 10 of the Customs Ordinance (Chapter 235) relating to Import Duties
(Published in Gazette Extraordinary No. 2464/15 of 25" November 2025)

¢ Microfinance and Credit Regulatory Authority Bill

Date Considered by the Committee: 10" February 2026 Time: 02.00 p.m.

Members of the Committee on Public Finance Present

Hon. (Dr.) Harsha de Silva, M.P., (Chair)

Hon. Chathuranga Abeysinghe, M.P.,

Hon. (Dr.)(Ms.) Kaushalya Ariyarathne, M.P.,

Hon. Nishantha Jayaweera, M.P.,

Hon. Rauff Hakeem, Attorney at Law, M.P.,

Hon. Nimal Palihena, M.P.,

Hon. Chithral Fernando, Attorney at Law, M.P.,

Hon. Wijesiri Basnayake, M.P.,

Hon. (Ms.) Lakmali Hemachandra, Attorney at Law, M.P.,

©oNo R~ LNE

Orders under the Special Commodity Levy Act, No. 48 of 2007 (Published in Gazettes Extraordinary No.
2464/14 of 25" November 2025, No. 2465/16 of 04" December 2025 and No. 2469/12 of 315 December 2025)

Introduction

Gazette Notification No. 2464/14 dated 25.11.2025

The Special Commodity Levy had been amended for a period of 03 months with effect from August 26, 2025

enabling to obtain a reasonable price by the local farmers for locally cultivated potatoes and big onions. Since

the effective period of the Gazette Notification pertaining to this was expired on 25.11.2025, the Gazette

Notification No. 2464/14 dated 25.11.2025 has been promulgated under the Special Commaodity Levy Act, No.

48 of 2007 to maintain the Special Commodity Levy of Rs. 80 applicable on imported potatoes and Rs. 50
applicable on imported big onions at the same rates until 31.12.2025. The approval of the Cabinet of Ministers in
this regard was granted on 24.11.2025 on the Cabinet Memorandum No. 25/2221/804/182-1. In addition, action

has been taken through the said Gazette Notification to remove the Special Commodity Levy of Rs. 120

applicable on the hybrid Mandarin, which had earlier been imposed by the Gazette Notification No. 2417/20
dated 31.12.2024, in order to enforce the revision of taxes as described in the Gazette Notification 01 above.

Gazette Notification No. 2465/16 dated 04.12.2025

The Gazette Notification No. 2465/16 dated 04.12.2025 had been published in order to provide duty concessions

by way of waive-off the Special Commodity Levy on the items liable to pay the said levy under the Special

Commodity Levy Act, No. 48 of 2007 when such items are to be received to the country as donations for the

Disaster Recovery Project to facilitate people affected by cyclone "Ditwah". Accordingly, action has been taken

to grant the duty concessions without considering the applicable any rate of Special Commodity Levy when the
goods to be received from any foreign state (governments), organizations including business entities, volunteer
associations and well-wishers as aid or donations to Sri Lanka to facilitate towards continuation of essential public
services.
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Gazette Notification No. 2469/12 dated 31.12.2025

Action has been taken through this Gazette Notification to extend the validity period of the Special Commodity
Levy imposed on 62 commodities up to one year again since the validity period of the Gazette Notification No.
2417/20 dated 31.12.2024, which had been published under the Special Commodity Levy Act, No. 48 of 2007 to
impose the said levy on the said commaodities, was expired on 31.12.2025. This action has been taken in terms of
the decision of the Food Policy and Security Committee and the approval granted on (c) of the Cabinet
Memorandum No. 25/2401/817/013-XX dated 22.12.2025 pertaining to the same. In addition to extending the
validity period of the rates of Special Commodity Levy in effect, duty concession has been granted in terms of
the decision of the Cabinet of Ministers dated 29.12.2025 on the Cabinet Memorandum No. 25/2420/822/059 on
the importation of dates as donations on the recommendation of the Ministry of Buddhasasana, Religious and
Cultural Affairs from January 01, 2026 to March 20, 2026 to waive off the balance amount after collecting Rs. 1
per kilo gram from the applicable Special Commodity Levy in view of the Ramadan fasting period.

Observations of the Committee

The Committee observed the followings;

e The Special Commodity Levy on potatoes and big onions, initially introduced as a temporary seasonal
safeguard for domestic producers, has evolved into a continuous levy without a clearly articulated policy
justification presented to Parliament.

e The inconsistencies between the retail price data cited by officials of the Department of Agriculture and
the data reported by the Consumer Affairs Authority, indicating shortcomings in inter-agency
coordination and data harmonisation.

e The advance knowledge of tax imposition periods could create opportunities for import surges prior to
the levy taking effect, thereby undermining the intended protective objective.

e While technical interventions such as drip irrigation significantly reduce production costs and increase
yields, the majority of farmers have yet to transition to these improved methods and therefore remain
dependent on higher price support.

e The inadequate storage, curing, and post-harvest management facilities—particularly the underutilisation
of the Prabhashwara warehouse complex—continue to disadvantage domestic farmers while imported
produce benefits from established storage infrastructure.

e The extension of the Special Commodity Levy on a wide range of items for a full year departs from the
traditional character of the levy as a short-term or seasonal fiscal instrument.

e The tax concessions granted for humanitarian aid and religious distributions are longstanding
administrative practices and appear to be monitored in terms of volume and certification.

Recommendations of the Committee

After consideration the Committee recommended the followings;

e The the Ministry of Finance, Planning and Economic Development, in consultation with the relevant line
Ministries, should present a clear and comprehensive policy framework outlining the objectives, duration,
and criteria for the imposition and revision of the Special Commodity Levy.

o If the levy is intended as a seasonal protection mechanism, its period of operation should be strictly
aligned with the domestic harvest cycle and supported by advance planning to prevent speculative
imports.

e A coordinated mechanism should be established among the Ministries of Agriculture, Livestock, Land
and Irrigation, Ministry of Trade, Commerce, Food Security and Co-operative Development, and the
Consumer Affairs Authority to ensure data consistency and coherent policy implementation.
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e The expansion of productivity-enhancing measures, including drip irrigation, mechanisation, and
technical packages, with defined targets should be accelerated to increase farmer coverage within a
specified timeframe.

e A concrete and time-bound plan should be implemented to operationalise appropriate storage and curing
facilities, including effective utilisation of the Prabhashwara warehouse complex in coordination with
the Ministry of Trade, Commerce, Food Security and Co-operative Development.

e Regular reports on import volumes, domestic production, retail price movements, and revenue collected
under the Special Commaodity Levy should be submitted to enable informed parliamentary oversight.

e The overall policy framework governing the Special Commodity Levy, including its seasonal or
permanent application, methodology for determining rates, impact on farmers and consumers, inter-
ministerial coordination, and its alignment with broader trade and para-tariff reform policy, should be
taken up for comprehensive discussion at a future meeting of the Committee.

e Resolution under Section 10 of the Customs Ordinance (Chapter 235) relating to Import Duties (Published

in Gazette Extraordinary No. 2464/15 of 25" November 2025)
Introduction

Action has been taken by this Gazette Notification bearing No. 2464/15 dated 25.11.2025 published under the
Revenue Protection Act, No. 19 of 1962 to amend the rate of the Customs Import Duty of 20%, which had already
been applicable on the hybrid Mandarin fruit variety (classified under the HS Code of 0805.29.10) to 20% or Rs.
60 per kilo gram in pursuance of the approval of the Cabinet of Ministers dated 24.11.2025 on the Cabinet
Memorandum No. 25/2221/804/182-1.

Taken into consideration the matters pointed out by the diplomatic channels on the fact that the duty concession,
which has been granted under the Free Trade Agreement between Pakistan and Sri Lanka on the Mandarin fruit
variety, had not been effective due to the Special Commaodity Levy of Rs. 120 per kilo gram was in effect on the
hybrid Mandarin fruit variety, action has been taken through this Gazette Notification to remove the Special
Commodity Levy of Rs. 120 per kilo gram that been in effect and to implement the general tax structure instead
of that and to amend the Customs Import Duty of 20% to 20% or Rs. 60 per kilo gram expecting to obtain the tax
revenue by the government under the general tax structure on the importation of hybrid mandarins imported from
the other countries as the government has been in receipt of a tax revenue at the rate of Rs. 120 imposed on the
importation of hybrid mandarins.

Observations of the Committee

The Committee observed the following;

e The revision of the unit rate for Mandarins was undertaken to give effect to Sri Lanka’s obligations under
the Pakistan Free Trade Agreement, as the previous application of the Special Commodity Levy had
effectively negated the agreed duty concession.

Recommendations of the Committee

After consideration the Committee recommended the followings;

e When implementing duty revisions pursuant to international trade agreements, the Ministry of Finance,
Planning and Economic Development should ensure that overlapping fiscal instruments do not
undermine the intended concessions and that such adjustments be supported by a transparent explanatory
note to Parliament outlining the legal and trade policy rationale.
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e Microfinance and Credit Regulatory Authority Bill

Introduction

The Microfinance and Credit Regulatory Authority Bill (MCRA Bill) was approved by the Cabinet of Ministers
at its meetings held on 11.08.2025 and 22.09.2025 and published in the Government Gazette on 14.11.2025. This
Bill once enacted will repeal the Microfinance Act, No. 06 of 2016 and will introduce a strong legal framework
for the regulation and supervision of money lending business and the microfinance business in Sri Lanka. The
salient features of the Bill are summarized below:

Establishment of new Microfinance and Credit Regulatory Authority:

This Bill provides for the establishment of a new Authority to regulate and supervise licensed money lenders and
licensed microfinance institutions in Sri Lanka. Money lending business becomes subject to regulation and
supervision of a regulatory authority for the first time in Sri Lanka, as many provisions of the Money Lending
Ordinance, which is an archaic legislation, have become obsolete and do not cater to the current issues in money
lending business in Sri Lanka.

The new Authority is established as a body corporate having separate legal personality. The objects of the
Authority are to regulate the Moneylending Microfinance businesses, to coordinate with the Central Bank and
other regulatory authorities of the country, to protect the customers of such money lenders or microfinance
institutions. The Board of the Authority shall consist of three ex-officio members and four members appointed
by the Minister and two members nominated by the Governor of the Central Bank. All such members of the
Board shall be fit and proper persons to hold such position and shall not be subject to the disqualifications
specified in the Bill.

The powers, duties and functions of the Authority are inter alia to licence, regulate and supervise and examine
persons engaged in money lending business and microfinance business, (licensees), make or issue rules and
directives to such licensees, determine suitable policies for market conduct, coordinate with other regulators
including the Credit Information Bureau of Sri Lanka to implement a responsible lending culture, conducting
credit counselling and financial literacy and awareness programmes on money lending and microfinance
businesses to the general public, establish a complaint handling mechanism to handle complaints of the customers
of such licensed money lenders and licensed microfinance institutions etc.

Prohibition of conducting money lending and microfinance business without a licence

Similar to all statutes administered by any regulatory authority in Sri Lanka, this Bill imposes a complete
prohibition on any person to conduct Money Lending business or Microfinance Business, without a licence issued
thereunder. conducting such businesses without a licence has been recognized as a criminal offence which shall
be subject to fine not exceeding Rs. five million and to an imprisonment for a term not exceeding five years.

Introduction of a customer protection framework

The Bill introduces a comprehensive legal framework for customer protection under this Bill imposing several
obligations on licensees to protect the rights of customers of such licensees are protected without any abuse of
power. Accordingly, new requirements have been introduced explaining as to how such licensees shall initiate
and continue their financial relationships with the customers, the activities prohibited to be performed by such
licensees, form and manner in which agreements between the licensee and their customers shall be formulated,
compliant handling process of the Authority, considering the customer segment that are catered by these
licensees, and their educational, social and financial status.

Other key features of the Bill

Investigation powers: The Bill empowers the Authority to conduct investigations on offences in addition to its
authority to examine the licensees. In the exercise of such investigation powers, the Director General has been
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provided to seek assistance from the Police and to seek orders from the Magistrate's courts to obtain information,
and to impound passports of offenders.

Offences and penalties: The Bill specifically provides for the offences and punishments attributed thereto. The
jurisdiction on such offences is vested with the Magistrate's courts. In addition, the Authority has been vested
with the power to impose administrative charges on certain non-compliances identified under the Bill not
exceeding two million and compounding of offences for a sum of money not exceeding Rupees Five million.

Limitation of accepting deposits: Under this Bill, a licensed microfinance institution can accept deposits only as
collaterals against microfinance facilities granted by such institutions to its borrowers. Hence, they cannot accept
deposits from the general public. The Schedule to the Bill further specifies business activities that are permitted
to be carried out by such licensed microfinance institutions in addition to the microfinance business defined under
the Bill.

Authority of the Central Bank: This Bill empowers the Central Bank to issue guidelines to the Authority in order
to strengthen the stability of the financial system and to make qualitative improvements in the regulation and
supervision of a licensees and to call for information from the Authority from time to time. it is mandatory to the
Authority to comply with such requests and give effect to such guidelines issued by the Central Bank by making
appropriate rules or issuing directives or by taking any other appropriate action.

Observations of the Committee

The Committee observed the followings;

e The revised Microfinance and Credit Regulatory Authority Bill represents a substantive policy shift from
the previous Bill considered on the 09" Parliament, particularly by expanding the regulatory net to
include institutions previously excluded and by addressing the Supreme Court Determinations, and
concerns raised by stakeholders, and civil society regarding policy gaps rather than constitutional
deficiencies.

e The principal deficiencies in the previous Bill have now been addressed, thereby enhancing regulatory
comprehensiveness and reducing systemic arbitrage.

e The proposed framework introduces mechanisms to mitigate dual regulation through representation of
the Central Bank of Sri Lanka within the new Microfinance and Credit Regulatory Authority to be
established (the Authority) and enabling coordination provisions; however, effective operational
coordination will be critical to avoid regulatory conflict or duplication.

e The amendment to subsection (3) of Section 33 of the Bill affords the Authority a significant degree of
policy flexibility in regulating institutions of varying size, structure, and mandate, thereby enabling the
application of proportionate regulatory directives and avoiding the imposition of uniform compliance
obligations on both large-scale financial institutions and small community-based organizations.

e The delegation of certain licensing and supervisory functions to the Divisional Secretary level may reduce
transaction costs and improve accessibility, provided that accountability remains clearly vested in the
Authority and supported by an integrated digital system.

e The Bill strengthens consumer protection by empowering the Authority to prescribe maximum interest
rates and other charges, prohibit harassment, enforce fit and proper criteria, and ensure that recovery
actions are pursued strictly through lawful mechanisms.

e The Minister of the Subject of Finance may, on the recommendation of the Authority, declare by Order
published in the Gazette which licensed institutions are required to report to the Credit Information
Bureau (CRIB). This approach allows consideration of an appropriate threshold based on the operational
capacity of institutions that may not be equipped for real-time reporting.

o The Bill expressly brings unlicensed digital and online lending activities within the scope of prohibition,
thereby addressing emerging predatory practices conducted through mobile applications and digital
platforms.
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e Certain financial arrangements such as trade credit, hire purchase, supplier’s credit, and consumer credit
transactions are regulated under separate statutory frameworks, and clarity in regulatory demarcation will
be essential to avoid interpretational ambiguity.

Recommendations of the Committee

After consideration the Committee recommended the followings;

o Detailed regulations should be formulated to categorise microfinance institutions based on objective
criteria such as asset size, capital base, product type, and market exposure, in order to apply proportionate
compliance obligations and avoid undue burdens on small community-based entities.

e Aclear coordination protocol should be established between the new Microfinance and Credit Regulatory
Authority to be established and the Central Bank of Sri Lanka to manage instances of dual regulation and
ensure regulatory coherence.

e Pending the development of a comprehensive national policy on community-based finance, transitional
support mechanisms should be introduced to assist small Community-Based Organizations (CBOs) in
obtaining legal registration and adapting to the new regulatory framework.

¢ Regulations governing CRIB reporting should include reasonable monetary thresholds and institutional
criteria to prevent disproportionate adverse effects on low-income borrowers while maintaining credit
discipline in the formal sector.

e A nationwide awareness campaign should be undertaken to inform microfinance providers, digital
lenders, community organizations, and borrowers regarding licensing requirements, prohibited practices,
complaint mechanisms, and consumer rights under the Act.

e An adequate institutional capacity, including technological infrastructure and human resources, should
be ensured prior to full operationalisation of the Authority to effectively supervise diverse and
geographically dispersed microfinance providers.

e A greater women’s representation should be ensured within the governance structure of the Authority,
including consideration of representation from the Ministry in charge of Women’s Affairs and the
National Women’s Commission, given that a significant proportion of borrowers are women.

Decision of the Committee

After consideration, the Committee agreed to;
o Orders under the Special Commodity Levy Act, No. 48 of 2007 (Published in Gazettes Extraordinary No.
2464/14 of 25™ November 2025, No. 2465/16 of 04" December 2025 and No. 2469/12 of 31t December
2025)

e Resolution under Section 10 of the Customs Ordinance (Chapter 235) relating to Import Duties
(Published in Gazette Extraordinary No. 2464/15 of 25" November 2025)

e Microfinance and Credit Regulatory Authority Bill (Subject to the Amendemnts)

and accordingly decided that the Report of the Committee on Public Finance thereon be presented to Parliament
by the Hon. (Dr.) Harsha de Silva, Chair of the Committee on Public Finance, on 17" Febaruary 2026.
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Date: 10.02.2026

Ministry of Finance, Planning and Economic Development
Mr. A.N. Hapugala - Deputy Secretary to the Treasury

Department of Customs
Mr. T. Loganadan, Additional Director General

Department of Legal Affairs
Mr. A.K. D.D. Aarandara, Director General

Department of Trade and Investment Policy
Mr. G.D. Suranga Pradeep Kumara, Director
Mr. K.D.J. Wasantha, Tariff Anmalyst

Department of Development Finance
Mrs. K.K.S.L.P. Gunawardhana, Deputy Director

Central Bank of Sri Lanka
Mr. K.G.P. Sirikumara, Deputy Governor
Mrs. R.M.C.H.K. Jayasinghe, Director, Department of Supervision of Non-Bank Financial Institutions
(DSNBFI)
Mr. T.A.D. Wijekoon, Deputy Director, Department of Foreign Exchange
Mrs. M.W. Priyadarshani, Senior Asistant Director, Legal Department
Mrs. S.P.N.D. Senadheera, Senior Asistant Director, Department oOf Supervision of Non-Bank Financial
Institutions (DSNBFI)

Attorney General's Department.
Ms. Rushani Abeykoon, State Counsel

Legal Draftmen's Department.
Mrs. B.K.N. De Silva, Deputy Legal Draftsman

Ministry of Trade, Commerce, Food Security and Co-operative Development
Mr. Kumudu Meegahage, Director

Consumer Affairs Authority
Mr. Asela Bandara, Director
Ms. N. Jeganadan, Director

Department of Commerce
Mrs. Z.A. Shafi Mohin, Director General
Mrs. Chandima Kiriwandala, Director

Ministry of Agriculture, Livestocke, Land and Irrigation
Mrs. Ajitha Manikkrama, Additional Secretary (Agri Development)
Ms. G.G.V. Shyamali, Additional Director General of Agriculture
Mr. M.C. Jayasinghe, Additional Director General of Agriculture
Mr. B.M.V.S. Basnayake, Director (Agri Technology)
Mr. D.R. Kanchana, Crop Leader (B-Onion)

Ministry of Fisheries, Aquaculture and Ocean Resources
Mrs. Dharshana Wijesiriwardhana, Additional Secretary (FRM)
Mr. A.P. Malikarachchi, Assistant Director (Development)
Mr. D.B. Abeyrathna, Director (Management)

Disaster Management Centre
Mr. Chathura Liyanaarachchi, Director (Pre preparedness)

Ministry of Buddhasasana Religious and Cultural Affairs
Mrs. H.N. Kumari, Additional Secretary
Mr. M.S.M. Nawas, Director (Department of Muslim Religious and Cultural Affairs)
Mrs. K.A.D.D.A. Kumarapeli, Chief Financial Officer
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