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The Committee on Public Finance at its meeting held on 24" February 2026 considered the following

Order;

e Order under Section 22 of the Foreign Exchange Act, No. 12 of 2017 (Published in the Gazette
Extraordinary No. 2467/67 of 18th December 2025)

(Presented to Parliament on 17" February 2026 and referred to Committee)

Date Considered by the Committee: 24™ February 2026

Members of the Committee on Public Finance Present
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e Order under Section 22 of the Foreign Exchange Act, No. 12 of 2017 (Published in the Gazette

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. Ravi Karunanayake, M.P.,

Hon. Nimal Palihena, M.P.,
Hon. Chithral Fernando, Attorney at Law, M.P.,
Hon. Wijesiri Basnayake, M.P.,

Hon. Thilina Samarakoon, M.P.,

Extraordinary No. 2467/67 of 18th December 2025)

Introduction

The Minister of Finance with the recommendation of the Central Bank of Sri Lanka (CBSL) has
periodically issued several Orders under Section 22 of the Foreign Exchange Act, No. 12 of 2017 (FEA), to
implement certain Capital Flow Measures (CFMs) on a temporary basis, since April 02, 2020. In light of the
favorable developments in the domestic foreign exchange market and Sri Lanka's commitment under the ongoing
Extended Fund Facility of the International Monetary Fund (IMF), these CFMs have been progressively relaxed

Report of the Committee

since June 2023. A summary of such Orders issued are given as below;

Time: 02.00 p.m.

Gazettes issued to promulgate the Orders under Section 22 of FEA

Gazette No. GazetDt:thsued Valid From Expiry Date Validity Period
2169/3 April 02, 2020 April 02, 2020 July 01, 2020 03 Months
2182/37 July 02, 2020 July 02, 2020 Jan 01, 2021 06 Months
2206/25 Dec. 18, 2020 Jan. 02, 2021 July 01, 2021 06 Months
2234/49 July 02, 2021 July 02, 2021 Jan 01, 2022 06 Months
2258/23 Dec. 15, 2021 Jan. 02, 2022 July 01, 2022 06 Months
2286/27 June 30, 2022 July 02, 2022 Jan 01, 2023 06 Months
2311/38 Dec. 22, 2022 Dec. 30, 2022 June 30, 2023 06 Months
2338/40 June 28, 2023 June 28, 2023 Dec. 27, 2023 06 Months
2363/26 Dec. 20, 2023 Dec. 20, 2023 June 19, 2024 06 Months
2389/08 June 18, 2024 June 20, 2024 Dec. 19, 2024 06 Months
2415/56 Dec. 19, 2024 Dec. 20, 2024 June 19, 2025 06 Months
2441/14 June 18, 2025 June 20, 2025 Dec. 19, 2025 06 Months




The prevailed Order issued under Section 22 (1) of Foreign Exchange Act published in the Extraordinary Gazette
Notification No. 2441/14 dated June 18, 2025 which came into effect from June 20, 2025, has expired on
December 19, 2025.

Under the ongoing External Fund Facility arrangement of the IMF, Sri Lanka has committed to phase out the
CFMs introduced during the period of the Balance of Payment crisis. Accordingly, a tentative phase out plan in
this regard has been submitted to the IMF with the approval of the Governing Board of the CBSL.

Considering improved conditions in the domestic foreign exchange market, certain relaxations have already been
implemented, with priority been given to meeting the needs of local businesses seeking to expand their operations
overseas.

In line with the aforesaid plan and objective of facilitating the global expansion of local businesses, CBSL
observed the requirement to relax limitations on overseas investments made by local businesses utilizing their
funds held in Business Foreign Currency Accounts (BFCAS) in the proposed Order. Accordingly, existing limit
on payments made for capital transactions undertaken via BFCAs will be increased from USD 200,000 to USD
500,000 as facilitation for the overseas business expansion requirements of the foreign exchange earners.

Also, considering the prolonged suspension of capital transactions of individual residents undertaken through
Outward Investment Accounts (OlAs) funded by LKR, and the current law ceiling of USD 20,000 on the use of
own foreign exchange held in Personal Foreign Currency Accounts (PFCAs) for such purposes, CBSL observed
the need to enhance such limit to encourage inflows to PFCAs. Accordingly, the existing limit on payments for
capital transactions through PFCAs will be increased from USD 20,000 to USD 25,000, thereby enabling greater
flexibility for residents.

Observations of the Committee

The Committee observed the followings;

e The Order under Section 22 of the Foreign Exchange Act, No. 12 of 2017, published in the Gazette
Extraordinary No. 2467/67 of 18" December 2025, has replaced the Order under the same, published in
the Gazette Extraordinary No. 2441/14 of 18" June 2025, by revising the limits for outward remittances
on capital transactions through Business Foreign Currency Accounts (BFCAS), and Personal Foreign
Currency Accounts (PFCAS), held by persons resident in Sri Lanka, increasing the Business Foreign
Currency (Overseas Expansion) limit from USD 200,000 to USD 500,000 and the Personal Foreign
Currency limit from USD 20,000 to USD 25,000, while all other provisions remain unchanged.

e The Order has increased the limit for outward remittances on capital transactions through for Business
Foreign Currency Account (BFCA) holders from USD 200,000 to USD 500,000 and is valid for six
months, with the possibility of extension up to a maximum aggregate period of twelve months. The Order
includes a paragraph (paragraph No. 03 of the Gazette Notification) limiting the total outward remittance
to USD 500,000 when amounts already remitted under the Previous Order are taken into account,
meaning that any prior remittances would reduce the amount available under the current Order. Hence,
the Committee observed that the provisions regarding the validity period, any extensions, and the
cumulative application of the limit could create confusion for stakeholders in planning and compliance.

e The increase in the limit on outward remittances for capital transactions through Personal Foreign
Currency Accounts (PFCAs) from USD 20,000 to USD 25,000 is intended to provide greater flexibility
to resident persons and to encourage inflows into such accounts, particularly in the context of the
continued suspension of capital transactions through Outward Investment Accounts (OlAs) funded by
LKR.



The period of validity of the Order, including any extension thereof, does not correspond with the
corporate financial calendar and may thereby create practical challenges for businesses within their
financial year framework.

The liberalisation of BFCA outward remittances is being implemented in a phased manner in view of
improving economic conditions, but no clearly defined benchmark or threshold was articulated to
determine when full relaxation may be considered.

A structured, system-based Export Proceeds Monitoring System (EPMS) was introduced only from 2022
onwards, and that prior to this, there had not been a comparable computerized reconciliation mechanism
linking export documentation with repatriated proceeds.

With regard to service exports, there is presently no source-document-based mechanism equivalent to
Customs documentation to reconcile export proceeds, making monitoring more complex.

Recommendations of the Committee

After consideration the Committee recommended the followings;

The necessary measures may be better taken to synchronize the regulatory cycle of the Orders with the
standard corporate financial calendar, to facilitate improved business planning, governance, compliance,
and effective oversight of funds.

The Central Bank should submit a comprehensive working paper, covering the evolution of foreign
exchange regulations, systemic gaps, monitoring and enforcement mechanisms, transfer pricing and IT
service export issues, barriers to voluntary repatriation of foreign exchange, and the legal and regulatory
treatment of funds retained overseas, to serve as the foundational document for subsequent deliberations.

Decision of the Committee

After consideration, the Committee agreed to;

Order under Section 22 of the Foreign Exchange Act, No. 12 of 2017 (Published in the Gazette
Extraordinary No. 2467/67 of 18th December 2025)

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 03" March 2026.
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Officials Present (Date: 24.02.2026 )

Central Bank of Sri Lanka
Mr. C. P. S. Bandara - Assistant Governor
Mr. W.S. Prasanna - Director of Foreign Exchange
Mr. K G Weerakoon - Deputy Director of Foreign Exchange

Department of Trade and Investment Policies
Ms. Ishani J. Abeyratne - Director General
Mr. D.T. Sutharshan - Director



