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Chapter - 01: Institutional Profile / Executive Summary

1.1 Introduction

1.1.1 Background

The Finance Commission was established under Article 154R of the Constitution of the
Democratic Socialist Republic of Sri Lanka by the 13" Amendment enacted in 1987 which was
brought to establish Provincial Councils through the decentralization of powers. The duty of the
Finance Commission is to make recommendations to the Government on the allocation of
adequate funds from the annual budget of the Government to meet the needs of the provinces; to
make recommendations to the President as to the principles on which such funds granted
annually by the Government to the provinces, be apportioned between the provinces with the
objective of achieving balanced regional development within the country; and to make
recommendations to the President on any other matter referred by the President relating to
provincial finance. Accordingly, the Finance Commission plays a vital role in the process of
equitable distribution of resources among provinces, in order to facilitate the delivery of services
by the Provincial Councils for the achievement of socio-economic development of the provinces.

1.1.2 Mandate of the Finance Commission

Acrticle 154R of the Constitution of the Democratic Socialist Republic of Sri Lanka provides the
provisions for the establishment of the Finance Commission and spells out its mandate. As set
out in Sub Articles 154R (3), (4), and (5) of the Constitution the mandate of the Finance
Commission is as follows.

Article 154R (3) : The Government shall, on the recommendation of, and in consultation
with, the Commission, allocate from the Annual Budget, such funds as are adequate for the
purpose of meeting the needs of the Provinces.

Article 154R (4) : It shall be the duty of the Commission to make recommendations to the
President as to;

a) the principles on which such funds are granted annually by the Government
for the use of Provinces should be apportioned between the various Provinces;
and

b) any other matter referred to the Commission by the President relating to

Provincial Finance.

Article 154R (5) : The Commission shall formulate such principles with the objective of
achieving balanced regional development in the country, and shall accordingly take into
account;



a) the population of each Province;
b) the per capita income of each Province;
c) the need, progressively, to reduce social and economic disparities; and

d) the need, progressively, to reduce the differences between the per capita
income of each Province and the highest per capita income among the
Provinces.

Upon the receipt of the Recommendations of the Finance Commission, the Hon. President
submits those to the Cabinet of Ministers seeking approval to table the same in Parliament.
Thereafter, as per sub Article 154R (7) of the Constitution the Hon. President causes those
Recommendations to be laid before Parliament and to notify Parliament as to the action taken
thereon.

1.1.3 Members of the Finance Commission

In accordance with Sub Article 154R (1) of the Constitution, the Finance Commission shall
consist of five members as follows:

a) the Governor of the Central Bank of Sri Lanka;
b) the Secretary to the Treasury; and

c) three other members appointed by the President (on the recommendation of the
Constitutional Council), to represent there major communities each of whom shall be
a person who has distinguished himself, held high office in the field of finance, law,
administration, business or learning.

Accordingly, the current Members are as follows;

i. Mr. Sumith Abeysinghe - Chairman

ii. Dr. P. Nandalal Weerasinghe - Member (Ex-officio) and the Governor of the Central
Bank of Sri Lanka

iii. Dr. Harshana Suriyapperuma - Member (Ex-officio) and Secretary to the Treasury
iv. Mr.M. Vamadevan - Member

v. Mr.T. Naleen Ossen — Member

1.2 Vision, Mission, Objectives of the Finance Commission
Vision:

A prosperous Sri Lanka through balanced regional development.

Mission:

Assess the needs and make recommendations with the principles on
apportionment funds for provinces in order to achieve balanced regional
development in the country.



Objectives of the Commission:

1.

To fulfill the mandate of the Finance Commission as prescribed by the
Constitution.

To make recommendations to provide adequate funds available from the
Treasury for the purpose of meeting the needs of the Provinces.

To make recommendations for rational distribution of financial resources
among the Provinces aiming balanced regional development.

Sending Guidelines to the Provincial Councils to ensure that allocated funds are
spent prudently.

1.3 Main Functions Performed by the Finance Commission

As set out in 1.1.2 above, in accordance with Sub Article 154R (3), (4), and (5) of the
Constitution, Finance Commission is carrying out following functions in performing its duties;

Vi.

Vil.

viii.

Issues Guidelines to the Provincial Councils on the estimation and submission of
capital and recurrent needs of Provinces annually.

Assesses the recurrent and capital needs of Provinces after studying and detailed
discussions with provincial authorities.

Submits recommendations to the Government on the requirement of adequate
funds from the Annual Budget to meet the needs of the Provinces.

Submits recommendations to the Hon. President on the principles pertaining to
the apportionment of such funds allocated by the Government for the needs of
Provinces, between nine Provinces.

Apportionment of the funds allocated by the Annual Budget between Provinces;
and various sectors of the Provinces.

Issues Guidelines pertaining to the preparation of Provincial Annual
Development Plans with a view to improve the efficiency and effectiveness of
the use of funds.

Reviews the Provincial Annual Development Plans with the participation of all
relevant stakeholders and grants concurrence for the implementation of same
subject to amendments proposed as required.

Provides recommendations to the Government on the management of the
provincial cadre.



1.4 Main Divisions of the Office of the Finance Commission

The Office of the Finance Commission has been structured with the following functional and
supportive divisions to perform mandatory functions of the Commission and for its operations.

= Policy, Studies and Reporting Division

= Provincial Development Planning Division

= Provincial Revenue, Provincial Recurrent Needs and Cadre Assessment Division
= Administration Division

= Accounts Division

= Internal Audit Division

1.4.1 Functions of the Divisions in the Office of the Finance Commission
a. Policy, Studies and Reporting Division

1. Assisting the Commission in the formulation of annual recommendations of the
Finance Commission submitted to the Hon. President.

2. Assisting the Commission to prepare the principles on apportionment of funds
between provinces.

3. Overall coordination of the Finance Commission meetings.

4. Carrying out relevant activities in relation to foreign-funded projects
implemented under devolved subjects.

5. Preparation and submission of Annual Performance Reports of the Finance
Commission to Parliament.

6. Preparing and submitting Progress Report to Parliament for the Committee
Stage Debate of the Budget.

7. Preparing other periodic reports as required.

b.  Provincial Development Planning Division

1. Issuing Guidelines to Provincial Councils to submit the annual provincial
capital needs.

2. Assessment of Provincial capital needs for the inclusion in the
recommendations of the Finance Commission and apportionment of funds
allocated from the Annual budget between the Provinces.



3. Apportionment of funds allocated to each Province among devolved subjects.

4. Issuing Guidelines for the preparation of Provincial Annual Development Plans.

5. Issuing guidelines for the preparation and implementation of maintenance
activity plans, for the preparation of special project proposals under the
Province-Specific Development Programme, and for the implementation of the
School Nutrition Programme.

6. Review the Provincial Annual Development Plans and granting concurrence for
implementation of such plans.

C. Provincial Revenue, Provincial Recurrent Needs and Cadre Assessment
Division

1. Issuing Guidelines to Provincial Councils to submit the provincial recurrent
needs.

2. Assessment of recurrent needs of individual Provincial Councils, Local
Government Institutions and Provincial Authorities and apportionment of grants
allocated by the government for this purpose among the Provinces.

3. Assessment of Provincial revenue and setting revenue targets.

4. Recommendation of supplementary allocations to the treasury as per the
requirement of Provinces.

5. Liaison with the Department of Treasury Operations (TOD) in releasing imprest
for Provincial needs.

6. Liaison with the Department of Management Services (DMS) in determining
the number of Provincial cadre.

d. Administration Division

1. Personal File matters - recommendation and approval of salary increments,
performance appraisals, collecting declarations of assets and liabilities of the
relevant officials, WOP matters, pension matters and death gratuity matters,
promotion matters and transfers.

2. Leave matters - Foreign and local leaves of the officials and Finance
Commission Members, study leave matters with pay or without pay, other
relevant leave matters according to the Public Administration Circulars and
other Government Circulars.



Relevant maintenance matters of the office - Water, electricity, telephone,
internet, security service, cleaning service and building maintenance matters.

Approving all payments - salary, Graduate training allowance, overtime, one
fourth payments subject to the earnings and other payments.

All administration matters of the Commission Members.

Loan matters of the officials - Distress Loan, Festival Advance and Special
Advance, Property Loans and Other Loans.

Human Resource Development Programs - referring officials to local and
foreign trainings, conducting and organizing training programs.

Other administrative matters - sending reports on times.

e.  Accounts Division

1. Implementation of financial management in accordance with the provisions of
financial regulations, government circulars and guidelines in relation to
recurrent and capital budget of the office of the Finance Commission.

2. Performing of the activities related to procurement.

3. Implementation of Asset Management of the office of the Finance Commission.

4. Preparation and submission of annual financial statements, budget estimates.

5. Maintaining the advance B account of public officers within the prescribed
limits and submission of annual reconciliation reports.

6. Coordination of internal and general audit matters and Committee on Public
Accounts matters relevant to the office of the Finance Commission.

f.  Internal Audit Division

1. Preparation of the Annual Internal Audit Plan.

2. Evaluation of the internal control system for managing the resources efficiently
and effectively in order to achieve the expected objectives of the Finance
Commission and suggesting good practices for the enhancement of the
performance of such control systems.

3. Assessing the compliance of functional and operational activities of the office

of the Commission with respect to policies, procedures, circulars and
regulations, and making recommendations for corrections and improveme



1.5. Organizational Structure of the Finance Commission
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1.6. Institutions/Funds coming under the Finance Commission

No institution comes under the Finance Commission. The Finance Commission is one of the
independent commissions specified in the Schedule to Article 41B of the Constitution.

1.7. Details of the Foreign Funded Projects (if any):

No foreign funded projects implemented by the Finance Commission

a) Name of the Project

b) Donor Agency

c) Estimated Cost of the Project - Rs. Mn.
d) Project Duration

Not Applicable



Chapter - 02: Progress and the Future Outlook

2.1 Progress

During the year 2025, the Finance Commission performed the following major functions which
were mandated by the Constitution of the Democratic Socialist Republic of Sri Lanka and inline
with the time frame of the Action Plan for the year.

2.1.1. Matters Pertaining to the Provincial Capital Budget

I. Issuing the Guidelines to Provincial Councils for the preparation of capital needs
for the year 2026

The Guidelines for the preparation and submission of capital needs for the year 2026 were sent
to all Provincial Chief Secretaries on 11" of February 2025. The Finance Commission assesses
the financial needs of the Provincial Councils annually, in order to make recommendations to
allocate funds from the Annual Budget of the Government for the Provincial Councils to meet
their expenditure needs of the ensuing year. These Guidelines assist the Provincial Councils to
prepare and submit their annual resource needs for Capital nature expenditure in a rational and
meaningful manner.

Il. Reviewing and Granting Concurrence for the Provincial Annual Development
Plans for the year 2025

The Finance Commission received the Provincial Annual Development Plans (ADPs) for the
year 2025 from all nine Provincial Councils as per the Guidelines issued by the Finance
Commission on 29" of December 2024.

Each Plan was carefully reviewed, and a series of detailed discussions were conducted virtually
to clarify issues and obtain additional information where necessary from Provinces. The
meetings were chaired by the Chairman of the Finance Commission and attended by the
appointed Commission Members and the Secretary of the Commission, senior officers from the
Department of National Planning, Department of National Budget, Department of Treasury
Operations and the Department of Project Management and Monitoring. Hon.Governors of the
Provinces, Provincial Chief Secretaries, Secretaries of Provincial Ministries, Deputy Chief
Secretaries (Planning & Finance), , Heads of Provincial Departments and other senior officials
participated in the discussion representing the respective Provinces.

By the end of the first quarter of 2025, reviewing of all Provincial Annual Development Plans
was completed. Concurrence in principle was granted up to the Broad Activity Areas of each
Plan, subject to necessary amendments based on the observations made by the Commission
during the review meetings.



The dates of the Provincial Annual Development Plans received, review meetings held and
written concurrence given are as follows:

Table 01 : 2025 Provincial Annual Development Plan Approval Dates

_ Date of the Annual Date of Review Date of
Province gz\c/silsgénent Plan Meeting held C_oncurrence
given

Western 2025.02.20 2025.03.21 2025.04.02
Central 2025.03.04 2025.03.28 2025.04.11
Southern 2025.02.13 2025.03.06 2025.03.29
Northern 2025.02.13 2025.03.11 2025.03.29
North Western 2025.02.24 2025.03.19 2025.04.01
North Central 2025.02.18 2025.03.18 2025.04.01
Uva 2025.02.19 2025.03.25 2025.04.03
Sabaragamuwa 2025.02.24 2025.03.12 2025.03.29
Eastern 2025.02.14 2025.03.14 2025.03.29

Reviewing and granting concurrence to the Provincial Maintenance Activity

Plans for the year 2025

As it has been a challenge to meet the capital nature expenditure of the Provinces within the
limited fiscal space of the Government, the Finance Commission proposed that sufficient funds
be allocated to ensure the proper maintenance of existing provincial capital assets that will avoid
unnecessary larger expenses for rehabilitation in the future. Accordingly, the Commission
recommended that each Provincial Council be provided allocations under recurrent expenditure
for maintenance of capital assets.

In response to this recommendation, Rs.25,000 million was allocated by the Treasury through
the Annual Budget 2025 for maintenance of provincial capital assets. The Finance Commission
issued Guidelines on the preparation of Maintenance Activity Plans for major sectors on 31% of
December 2024 and each Provincial Council submitted their Maintenance Activity Plans in line
with the Guidelines for the concurrence of the Finance Commission.

Dates of granting the concurrence for implementation of the Maintenance Activity Plans are as
follows;
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Table 02: Dates of Approval for the Implementation of Maintenance Plans

Province Date of the Maintenance | pate of Concurrence
Activity Plan Received to FC granted
Western 2025.04.25 2025.04.29
Central 2025.03.04 2025.04.10
Southern 2025.04.17 2025.04.29
Northern 2025.02.20 2025.04.10
North Western 2025.02.28 2025.04.10
North Central 2025.02.19 2025.04.10
Uva 2025.04.09 2025.04.10
Sabaragamuwa 2025.04.03 2025.04.10
Eastern 2025.02.14 2025.04.10

IV. Issuing Guidelines for the Implementation of School Nutritional Food
Programme for the year 2025

A Budgetary allocation of Rs.32 billion was made to the nine Provincial Councils for the School
Nutritional Food Programme -2025. Accordingly, The Guidelines were prepared and sent to the
Provincial Councils on 9" of January 2025 on implementation the School Nutritional Food
Programme. The purpose of issuing these Guidelines was to facilitate and direct the Provincial
Councils for the efficient and effective utilization of the allocated funds for the programme.
Therefore, it is expected that the funds provided for this programme are utilized by the
Provincial Council in an integrated manner with other relevant sectors with a due consideration
to these guidelines in order to provide a better value added meal to the school children with the
objective of enhancing the nutritional level of children.

V. lIssuing Guidelines on preparation of project proposals on Special Development
Projects for the year 2025

The Finance Commission issued Guidelines on 24™ of January 2025 to facilitate the Provincial
Councils on preparation of proposals of Special Development Projects using the allocations
provided under the Provincial Specific Development Grants (PSDG) for the year 2025. Further,
a virtual meeting was held on 31 of January 2025 to raise awareness among provincial officers
on the preparation of project proposals for Special Development Projects. It was chaired by the
Chairman and the Secretary of the Finance Commission and attended by the Provincial Chief
Secretaries, Deputy Chief Secretaries (Planning), and other relevant officers of the provincial
agencies. In the said meeting, Provincial Councils were guided to identify suitable projects and
prepare proposals as per the issued Guidelines, enabling to achieve the expected outcomes
through the implementation of such projects.
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VI. Clean Sri Lanka Programme

The Presidential Secretariat had allocated funds for the Education Sector of all Provincial
Councils and the Local Government Sector of the Western Province under the “Clean Sri
Lanka” program in the year 2025. The Finance Commission also provided the necessary
guidelines to the Provincial Councils in implementing the various components under this
program.

(@) “Clean Sri Lanka” Programme - Provincial Schools Sector

A sum of Rs.760 million has been allocated for Provincial Councils by the Presidential
Secretariat under the “Clean Sri Lanka Programme — 2025” to implement the following three
projects in Provincial Schools.

(i) Essential renovation and maintenance of school buildings and infrastructure to
ensure a safe learning environment in Provincial schools - Rs.250 million

(if) Improving sanitation facilities in the identified provincial schools to ensure a
comfortable learning environment - Rs.500 million

(iii) Awareness programmes targeting attitudes and ethics related to the Clean Sri Lanka
concept for school communities - Rs.10 million

The Finance Commission apportioned the above allocations among nine Provinces and issued
Guidelines on 29" of April 2025 to facilitate the Provincial Councils in preparation of the Action
Plans for above 3 projects. Accordingly, the Action Plans were submitted by all Provincial
Councils as per the Guidelines. A review meeting on the plans was held on 20" of May 2025
virtually with the participation Chief Secretaries of all Provinces, Officials from the Ministry of
Education, Presidential Secretariat (Clean Sri Lanka Secretariat), officials of Department of
National Planning, Department of National Budget, Deputy Chief Secretaries (Planning) and
other relevant Provincial officials. The concurrence in principle was granted on 23" of May
2025 to implement the proposed activities.

(b) “Clean Sri Lanka” Programme - Local Government Sector (\Western Province)

An amount of Rs.432.6 million has been allocated for the following projects under the “Clean
Sri Lanka” Programme within the 2025 Budget for the Local Government Sector of the Western
Province.

i. Developing a new Processing Center (Recycling Center) at Karadiyana for collection
and proceeding of non-biodegradables - Rs.222.6 million

ii. Construction of Composting Plant using solid waste at Karadiyana - Rs.100 million

iii. Construction of a Sewerage System in Maligawaththa area - Rs.50 million
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iv. Minimizing illegal dumping of waste through monitoring with a mobile CCTV
system — Rs.10 million

v. Facilitate 10 mobile libraries with vehicles for selected Local Authorities in Western
Province - Rs.50 million

The Finance Commission issued Guidelines on above (i), (ii) and (iii) on 22" of May 2025 for
the preparation of Action Plans for these allocations, and the Western Provincial Council
submitted the Activity Plans for those projects as per the guidelines.

Accordingly, after having a discussion on 18" of June 2025 at the Finance Commission with the
officials of the Western Provincial Council, the Waste Management Authority of Western
Province and the Colombo Municipal Council together with the officials of the Presidential
Secretariat (Clean Sri Lanka Secretariat), the Department of National Planning, the Department
of National Budget and the Department of Treasury Operations, concurrence was granted in
principle for the Activity Plans of projects (i), (ii) and (iii) above on 20" of June 2025. For the
Action Plans of project number (iv) and (v), concurrence was granted in principle on 1% of July
2025 after reviewing the Action Plans submitted by the Western Provincial Council.

VII1. Assessment of Provincial Capital Needs for the Year 2026

The assessment of provincial capital needs is a prerequisite for making Recommendations to the
Government and the Hon. President under Sub Article 154R (3) and (4) of the Constitution.

As per the Guidelines issued on 11" of February 2025 by the Finance Commission, all Provincial

Councils submitted their Capital Needs for 2026. Dates on which the capital needs received by
the Finance Commission were as follows;

Table 03 : Dates of Submission of Provincial Capital Requirements

Province Date of the Provincial Capital Need Received
Western 2025.05.15
Central 2025.06.05
Southern 2025.04.04
Northern 2025.03.26
North Western 2025.05.22
North Central 2025.04.03
Uva 2025.05.16
Sabaragamuwa 2025.04.29
Eastern 2025.02.15
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The Capital expenditure requirement of the Provincial Councils for the year 2026 were assessed
which was proposed to be utilized through 23 main devolved subjects to the Provincial Councils.
Based on the assessed figures, Finance Commission recommended to the Government regarding
the funds requirements for 2026 to meet the capital nature expenditures of the Provinces. This
recommended amount was apportioned among Provinces in a rational manner based on the
statistical formula which was developed in consultation with Department of Census and
Statistics.

VIII. Guidelines for the preparation of the Provincial Annual Development Plans
(ADPs) for the year 2026

The Guidelines for the preparation of the Provincial Annual Development Plans (ADPs) 2026
were issued well in advance on 07" October 2025 (compared to last year) with the intention of
expediting the preparation & implementation of Provincial Annual Development Plans for the
year 2026. It is expected that this arrangement will help to avoid the possible delays experienced
in the past on the implementation of the Annual Development Plans by the Provinces, as the
availability of funds was communicated in the past only after the passage of the Appropriation
Bill for the following year.

These Guidelines directed the preparation of ADPs to ensure the efficient/ effective utilization of
funds allocated to Provincial Councils for the year 2026 maximizing the benefits of such
expenses for the public. Provincial ADPs were prepared in line with the Medium-Term
Development Plans of respective Provincial Councils and based on the National Policy
Framework and development priorities of the country and particularly the respective Province.

IX. Guidelines on the preparation and Implementation of Maintenance Activity Plan
for the year 2026

A sum of Rs.27,500 million was allocated by the Treasury through the Annual Budget 2026 for
maintenance of Provincial Capital assets. Accordingly, the Finance Commission issued
guidelines on 20™ November 2025 on the preparation and implementation of the Maintenance
Activity Plan for the year 2026 with the purpose of effective utilization of funds allocated for
this purpose as this allocation also has to be considered as a part of Provincial Development
Investments and also in view of the need to utilize limited funds prudently Accordingly, more
than 60% of the allocation should be utilized for maintaining assets which provide services to
the general public directly.

X. Preparing Guidelines on the implementation of the School Nutritional Food
Program for the year 2026

A Budgetary allocation of Rs.33,500 million was made available to the nine Provincial Councils
for the School Nutritional Food Programme - 2026. Accordingly, the Guidelines were prepared
and sent to the Provincial Councils on 20" of November 2025 to facilitate and direct the
Provincial Councils for the efficient and effective utilization of the allocated funds to achieve the
objectives of the programme. Therefore, it is expected that the funds provided for this
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programme are utilized by the Provincial Councils with a due consideration to these guidelines
in order to provide a nutritious meal to the school children with the objective of enhancing the
nutritional level of children. The Provinces are instructed to implement the School Nutritional
Food Programme in an integrated manner with other contributing sectors like Agriculture,
Livestock, Inland Fisheries etc.to add value to the meal.

XI. Guidelines on the Implementation Special Development Projects under Provincial
Specific Development Grant (PSDG) - 2026

The Finance Commission issued Guidelines on 20" of November 2025 to facilitate the
Provincial Councils on preparation of proposals of Special Development Projects using the
allocations provided under the Provincial Specific Development Grants (PSDG) for the year
2026 with a view of ensuring the achievement of expected outcomes by utilizing the funds
affectively allocated for this purpose.

XI1. Discussion on the submission of the Annual Development Plan (ADP) - 2026

A virtual meeting to discuss the preparation and submission of Annual Development Plans of all
Provincial Councils for the year 2026 was held with Provincial Authorities on 06" of November
2025. The meeting was held under the chairmanship of Chairman of the Finance Commission
with the participation of Secretary of the Finance Commission. The Hon. Governors of nine
Provinces, Provincial Chief Secretaries and other senior officers from the Department of
National Planning and Department of National Budget, Deputy Chief Secretaries (Planning and
Finance), Heads of Provincial Departments, other senior officials of the Provincial Councils and
the Finance Commission also participated in the discussion.

The objective of this meeting was to discuss the important matters embodied in the guidelines
issued by the Finance Commission on preparation of Annual Development Plans - 2026 and to
make aware of the importance of adhering to the project appraisal process as per the Provincial
Financial Regulations as provided under the Public Financial Management Act No.44 of 2024,
the Provincial Council and Local Government are required to be transparent and responsible for
expenses. Accordingly, Provincial Councils were instructed to make sure that the Provincial
Planning Committee and Ministry level Planning Unit are functional in order to ensure that
projects are appraised properly before incorporating into the Annual Development Plans.

XI11. Reviewing and Granting Concurrence for the Provincial Annual Development
Plans for the year 2026

The Finance Commission received the Provincial Annual Development Plans (ADPs) for the
year 2026 from all nine Provincial Councils as per the Finance Commission’s Guidelines issued
on 07" of October 2025.

Each Plan was carefully reviewed, and a series of detailed discussions were conducted virtually

with the Provinces (except for Western Province which was held physically at the Western
Provincial Council) to clarify issues and obtain additional information where necessary on the
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Plans. The meetings were chaired by the Chairman of the Finance Commission and attended by
the Hon. Governors of the Provinces, appointed Commission Members and the Secretary of the
Commission, senior officers from the Ministry of Public Administration, Provincial Council and
Local Government, the Department of National Planning, the Department of National Budget,
the Department of Treasury Operations and the Department of Project Management and
Monitoring, Hon. Governors of the Provinces, as well as Provincial Chief Secretaries,
Secretaries of Provincial Ministries, Deputy Chief Secretaries, , Heads of Departments and other
senior officials from the provincial setup.

During the discussions, plans were thoroughly reviewed and observations and recommendations
were made with the objective of utilization of funds prudently and effectively for the maximum
benefits of the people of the Provinces. Subsequently, the formal concurrence in principle was
granted in worthy to all nine Provinces before 31% December 2025 upto Broad Activity Areas in
the Development Plans subject to certain amendments which were discussed and informed the
provincial Authorities during the discussions.

As concurrence was granted prior to 31° December 2025, the activities of the development plan

can be implemented from the beginning of the year 2026 without being delay, ensuring to
achieve higher financial and physical progress at the end of the year

Table 04: Dates of Approval for the 2026 Provincial Annual Development Plans

Date of the Annual Date of Review Date of
Province Development Plan Meeting held Concurrence
Received given
Western 2025.11.19 2025.12.10 2025.12.29
Central 2025.11.17 2025.12.03 2025.12.29
Southern 2025.11.17 2025.12.02 2025.12.29
Northern 2025.11.21 2025.12.15 2025.12.29
North Western 2025.11.14 2025.12.05 2025.12.26
North Central 2025.11.24 2025.12.17 2025.12.29
Uva 2025.11.19 2025.12.13 2025.12.29
Sabaragamuwa 2025.11.25 2025.12.19 2025.12.30
Eastern 2025.11.14 2025.11.27 2025.12.26

16




XIV. Capital Grants for the Year 2025

A summary of the amounts of capital allocations requested by the provinces for the year 2025,
the amounts recommended by the Finance Commission, the amounts of grants allocated by the
Budget for the year 2025, and the amounts of imprest released by the Treasury is presented in
the table below.

Table 05 : Financial Status of the Capital Funds for the Year 2025
Recommendation Budgetary Provision Imprest Released Imprest
(Rs.mn) (Rs.mn) (Rs.mn) Released
Request asa %o
Province | (Rs.mn) of
(@) Bud
getory
pspc | cBg | '@ | pgpg | CB | Total | pop | cgg | TOtAl | LD
®) G | © @ | oo
Western 16,429 | 13538 | 1,658 | 15196 | 5894 | 585 | 6,479 | 5800 | 585 | 6,385 9
Central 9754 | 16,905 | 2,070 | 18,975 | 7,360 | 730 | 8,090 | 6,010 | 725 | 6,735 83
Southern 15675 | 16,023 | 1,962 | 17,985 | 6,976 | 692 | 7,668 | 5769 | 692 | 6,461 84
Northern | o0c61 | 16,832 | 2061 | 18893 | 7328 | 727 | 8055 | 7.328| 727 | 8,055 100
North 95
Western 19,905 | 15700 | 1,922 | 17622 | 6,835 | 678 | 7513 | 6493 | 678 | 7,171
North 74
Central 7843 | 16111 | 1,973 | 18,084 | 7,014 | 696 | 7,710 | 5007 | 679 | 5685
Uva 11117 | 17,655 | 2,162 | 19817 | 7.688 | 763 | 8451 | 5382 | 534 | 5916 70
Sabaraga 41
muwa 13,330 | 17,420 | 2,133 | 19553 | 7,584 | 753 | 8,337 | 3,049 | 386 | 3.435
Eastern 62,634 | 16,816 | 2,059 | 18,875 | 7,321 | 726 | 8,047 | 6590 | 703 | 7,293 1
Total 177,248 | 147,000 | 18,000 | 165,000 | 64,000 | 6,350 | 70,350 | 51,427 | 5,709 | 57,136 81

2.1.2. Matters Pertaining to the Provincial Recurrent Budget

I. Issuance of Guidelines for Assessing Recurrent Needs for the Year 2026.

The process of provincial recurrent needs assessment was commenced with the issuance of
Guidelines on Recurrent Needs Assessment for the year 2026 to the Provincial Councils on 7%
March 2025. These Guidelines were mainly based on assessing the Personal Emoluments, Other
Recurrent Expenditure (ORE), Transfers to Local Authorities, and revenue targets for Provinces.
Along with the Guidelines, a set of relevant formats were also sent to the Provincial Councils to

be filled in presenting their requests for grants.
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I1. Assessment of Provincial Recurrent Needs for 2026

According to the timeframe annexed to the Guidelines, Provincial Councils submitted their
recurrent requirements in duly completed formats to the Finance Commission. Consequently,
provincial recurrent needs for the year 2026 were assessed in consultation with provincial
authorities. For this purpose, several meetings were held with the participation of provincial
officials including Chief Secretaries, Secretaries of the Provincial Ministries, Deputy Chief
Secretaries, Department Heads and the Directors of Budget. Department of National Planning,
The officials representing the Department of National Budget, Department of Management
Services, and Department of Treasury Operations also participated in these meetings.

The schedule of annual budget discussions conducted on recurrent needs assessment is shown
below.

Table 06: The schedule of annual budget discussions conducted in 2025

Province Dates on which discussions held
Western 2025.07.16
Central 2025.07.02
Southern 2025.07.09
Northern 2025.07.07
North Western 2025.07.18
North Central 2025.07.22
Uva 2025.07.14
Sabaragamuwa 2025.07.11
Eastern 2025.06.30

I1l. Informing Recommendations on Recurrent Needs of the Provinces to the General
Treasury

After having discussions with provincial authorities, the Provincial Recurrent Needs were
finalized and sent to the General Treasury to be considered in preparation of National Budget of
2026. The Recommended Block Grant for Provincial Councils was informed to the Treasury on
2025.08.14 as Rs.692,416 million (including revenue transfers for local government authorities,
contingency fund and requests for advance B account).

IV. Informing the allocated amounts to the Provinces for the year 2026

Pursuant to the approval of the Appropriation Bill for the year 2026, the Finance Commission
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informed the Provincial Councils on allocations of Recurrent Budget on 2025.11.14 The Total
Allocated Recurrent amount was Rs.586,974.50 Million for the year 2026 from the National
Budget. (After adjusting provincial revenues)

V. Supplementary Recommendations for the year 2025

Requests for supplementary allocations made by the Provincial Councils according to salary
revision proposed by the Public Administration Circular no.10/2025 in the public service,
attachment of cadre by the line Ministries, new recruitments after the budgetary allocations and
increased payments for security and cleaning services were recommended to the General
Treasury. In 2025 the recommended amounts are as follows.

Table 07: Recommended Supplementary Allocations — 2025

Date Recommendations as Supplementary
(Rs. Mn)
2025.09.16 30,632.82
2025.10.22 1,397.00
2025.10.27 7,488.07
2025.12.08 446.99

V1. Assessment of Provincial Revenue for 2026

In accordance with the Guidelines on Assessment of Provincial Recurrent Needs issued by the
Finance Commission on 7" March 2025, the Provincial Councils submitted their estimated
revenue targets. The provincial revenue targets presented in the review meetings held with the
relevant provincial authorities (Table No. 06) were reviewed and the provincial revenue targets for
the year 2026 were assessed taking into account the current trends in the factors affecting to the
provincial revenue. Finally, the revenue targets agreed upon by the Finance Commission and the
share of revenue transferred to the provinces by the Department of Fiscal Policy were assessed for
the year 2026.

VII. Recommending the imprest releases for Recurrent and Capital Needs to the
Provincial Councils

Since the Provincial Councils have been recognized as Special Spending Units as per the

National Budget Circular N0.05/2023 dated 2023.12.29, the Chief Secretaries are directly
responsible to Parliament pertaining to budget activities and other consequential matters.
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Accordingly, as per the letter No. TO/BE4/01/07/06 dated 2024.03.06 of the Director General of
the Department of Treasury Operations, the Finance Commission recommended the imprest
releases for both Recurrent and Capital Needs throughout the year 2025.

A summary of the recommendations of the Finance Commission for the Provincial Councils for
the year 2025, including the provisions allocated from the national budget, imprest releases,
provincial revenues and provincial recurrent expenditures, is given below.

Table 08 : Provincial Financial Performance of the Recurrent Budget -2025

(Rs. Mn)
Province | FC Allocation | Imprest | Devolved | Actual Total Total

Recom | for Block Release | Revenue Governm | Receipts | Recurrent
mendat | Grant d for Collection | ent expenditure
ion (Including | BG of the PC | Revenue

Suppliment (Excluded | Transfers

ary SD & CF)

Allocation)

(@) @ (©) 4) ©®) (6) (7)= (4+5+6) ®)
Western 101,431 76,734 | 75,082 13,837 11,999 | 100,918 93,562
Central 77,612 60,997 | 59,750 3,128 2,249 65,127 62,727
Southern 68,868 61,517 | 61,257 4,223 2,320 67,799 63,902
Northern 51,126 43,565 | 43,354 1,518 1,233 46,105 44,622
North 68,667 58,283 | 57,690 6,096 2,296 | 66,083 61,682
Western
North 43,158 36,489 | 35,201 2,531 1,275 39,008 37,284
Central
Uva 48,081 42,142 | 41,688 1,842 1,215 44,746 42,779
Sjvgaragam 59,340 50,607 | 46,995 2,712 1,321 | 51,028 50,415
Eastern 59,801 51,303 | 49,490 1,529 1,261 52,280 50,988
Total 578,084 481,637 | 470,507 37,417 25,169 | 533,094 507,961

2.1.3 Special meetings held related to provincial development planning activities

I. Review meeting on the project implementation and monitoring mechanism
adopted by Sabaragamuwa Provincial Council

meeting was held on 25" June 2025 at the Sabaragamuwa Provincial Council to discuss and
review the planning/monitoring process of the Development Plan adopted by the Sabaragamuwa
Province under the patronage of the Hon. Governor of the Sabaragamuwa Province and with the
participation of the Secretary Finance Commission, Chief Secretary of the Sabaragamuwa
Province, and other senior officials of the Province. Objective of the meeting was to identify the
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issues and gaps in the monitoring system that hinder the implementation and monitoring of the
development projects and identify the possible remedial measure to minimize the impact of
those issues.

Il. Review of Special Development Project proposal “Promoting Bulathsinghala as a
Tourist Destination” of the Western Province

A discussion was held at the Finance Commission on 23" of July 2025 regarding the project
proposal submitted by the Western Provincial Council on “Promoting Bulathsinhala as a Tourist
Destination through Infrastructure Development” under Special Development Projects. The
meeting was co-chaired by the Secretary, Finance Commission and Chief Secretary, Western
Province, and the Deputy Chief Sectary (Planning), Deputy Chief Sectary (Finance), Divisional
Secretary of Bulathsinhala and other relevant officials of the Western Provincial Council and the
Finance Commission also participated in the discussion. The feasibility and contribution of the
proposed activities for development of the tourism industry in the area were discussed in detail
during the meeting. Subsequently, a field visit was conducted on 10" August 2025 to study the
project proposals at field level with the Provincial Authorities, Officials of the Bulathsinhala
Pradeshiya Sabha, Divisional Secretary of Bulathsinhala Divisional Secretariat and some
representatives of the community.

I1l. Progress Review Meeting of Implementation of Annual Development Plans of the
Provincial Councils - 2025

A meeting to review the progress of implementing Annual Development Plans of all Provincial
Councils for the year 2025 was held on 12" of August 2025 at the Finance Commission. The
meeting was attended by the Chairman of the Finance Commission, the Secretary to the
Treasury, appointed Members and the Secretary to the Finance Commission, Chief Secretaries
and Deputy Chief Secretaries of Planning and Finance of Provincial Councils and the Director
Generals of the Department of National Budget, Department of Management Services,
Department of Treasury Operations and representatives of the Department of National Planning
and officials of the Finance Commission.

The objective of this meeting was to review the financial and physical progress of the provincial
development activities as per the respective Annual Development Plans of each Province for the
year 2025. The issues confronted by the Provincial Councils in the implementation of Annual
Development Plans and appropriate measures to be taken in order to solve those issues to
expedite the provincial development activities were also discussed.

IV. Progress Review with Hon. Governors and Chief Secretaries of the Provinces.

Prior to the progress review meeting which was scheduled to be held on 11" of September 2025
under the patronage of the Hon. President, a virtual meeting was conducted by the Office of the
Finance Commission with the participation of the Hon. Governors of nine Provinces, Chief
Secretaries, Deputy Chief Secretaries (Planning) and Deputy Chief Secretaries (Finance) of all
nine Provinces on 9" of September 2025 to review the progress and the issues to be resolved to
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expedite the implementation of Provincial Development Plans of 2025. The Chairman of the
Finance Commission chaired the meeting and Secretary of the Commission and other officials of
the Commission also participated in the meeting.

2.1.4 Special Committees and Meetings Co-Chaired/Membered by the Secretary
of the Finance Commission representing the Finance Commission.

i. Committee for providing Performance Grant for Local Authorities : Co -Chair

ii. Committee on the Regulation and Expedition of the receipts of the Court fines and stamp
duties : Member

iii. Committee on Reviewing Recruitment Process and Cardre Management in Public Service :
Member

iv. National Committee on the School Nutritional Food Programme : Co-Chair

v. Committee for Recommending a suitable methodology the Minimization Methodology of
Salary Reimbursement Grants of Local Authorities : Co-Chair

vi. Steering Committee of the ADB Results Based Loan (RBL) for Strengthening integrated
Health Care and Governance for Universal Health Coverage Programme : Co-Chair

vii. Steering Committee of the Primary Health Care Service Enhancing Project (PHSEP) :
Member

viii. Steering Committee of the National Evaluation Monitoring Committee : Member

ix. Representing the Finance Commission in various negotiation discussions conducted by the
Department of External Resources with foreign delegations.

2.1.5 Submission of the Annual Performance Report - 2024 to Parliament

The Annual Performance Report of the Finance Commission for the year 2024, which was
prepared in accordance with the Public Finance Circular No. 02/2020 dated 2020.08.28 and
Circular No. 02/2025, dated 2025.05.30 was submitted to the Presidential Secretariat on 19"
June 2025 for onward submission to obtain the approval of the Hon. Prime Minister in order to
table the same in Parliament.

Accordingly, with the approval of the Hon. Prime Minister, the report was submitted to

Parliament on 26" June 2025. The Performance Report included an overview of the Finance
Commission, performance of the organization in the year 2024 with regard to its key functions,
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financial progress and the compliance report. This report was prepared as per the format
introduced by the Department of Public Finance.

2.1.6 Matters pertaining to the Recommendations Submitted to the Hon. President

I. Preparation of the Annual Recommendations of the Finance Commission for the
year 2026 and submission to Hon. President

The Finance Commission prepared the Annual Recommendations Report as per Sub Article (4)
(a) of Article 154R of the Constitution of the Democratic Socialist Republic of Sri Lanka and
submitted it to the Hon. President on 2025.10.31. The complete report, prepared in three
languages, has been uploaded in Finance Commission's official website. This Report contains
recommendations on assessed fund requirements to meet the needs of provinces for the year
2026 and recommendations on principles on apportionment of funds allocated from the annual
budget between provinces with the objective of achieving balanced regional development.

As per Sub Article (3) of Article 154R of the Constitution, the Finance Commission submitted
its recommendations to the Government concerning the allocation of funds from the National
Budget to meet the capital and recurrent expenditure requirements of the Provincial Councils for
the year 2026. After adjusting the forecasted revenue, Rs.114,647 million was recommended
under the Provincial Specific Development Grants, and Rs.15,000 million under Criteria Based
Grants for the year 2026. Accordingly, after adjusting the forecasted revenue targets, the total
capital grant recommended for the Provincial Councils for the year 2026 is Rs.129,647
million.

This Report includes recommendations on the apportionment of above stated total capital grant
between the nine provinces based on s multivariate statistical methodology developed with the
assistance of the Department of Census and Statistics, taking in to consideration the criterion
requested to achieve the balanced regional development in Sub Article(5) of the Article 154R
and child malnutrition

In the recommendation report it has been stated that, after adjusting the forecasted provincial
revenues, a sum of Rs. 692,416 million was estimated as the recurrent expenditure of the
Provincial Councils for the year 2026. However, within the 2026-2030 Medium-Term Fiscal
Framework, the Appropriation Bill had included that Rs. 533,000 million as the Block Grant for
Provincial Councils for the year 2026, in accordance with the expenditure limits specified by the
Treasury as per the provisions of the Public Finance Management Act No. 44 of 2024.Due to the
gap observed between the estimated recurrent requirements by the Finance Commission after an
in-depth analysis and the Block Grant amount included in the Appropriation Bill, the
Recommendation Report presented matters relating to the potential issues that may arise in
meeting the recurrent needs of the Provincial Councils for the year 2026.

In addition, this report, which was submitted to the Hon. President, also included several policy
recommendations that would complement the overall development strategy of the Government
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and facilitate the effective performance of the Provincial Councils. These are briefly outlined
below.

(1). Avoiding delays in implementation of projects in 2026 through planning ahead of
time

Provincial Councils as well as line ministries had spent a relatively low percentage of the
allocations made by the government for the year 2025. One main factor influenced this situation
was that planning of projects for the year 2025 only after the passage of the Appropriation Bill
by Parliament on 21 March 2025.

However, based on the binding expenditure ceilings determined by the General Treasury for the
year 2026, in line with the Section 15 of the Public Financial Management Act, No. 44 of 2024,
the total allocation provided in the Appropriation Bill to the Provincial Councils as binding
ceilling was apportioned among the Provinces by the Commission. Accordingly, Guidelines for
the preparation of the Annual Development Plans for the year 2026 were issued to the Provincial
Chief Secretaries on 2025.10.07 The said Plans were required to be submitted on or before
2025.11.15, and planned to review and grant the concurrence of the Finance Commission by
2025.12.31.

The Commission pointed out that if the Line Ministries also carry out the planning process as
above in a timely manner, planning process is carried out in a timely manner, taking into account
the amounts of allocations included in the 2026 Appropriation Bill, it will allow the projects of
the relevant Ministries to be properly integrated into the development plans of the Provincial
Councils. This would help to avoid duplication and enabling more efficient utilization of
allocated funds.

(2). Desirability of Implementing Programmes for the Development of Micro and
Small -Scale livelihood development Enterprises in a uniform manner at National
and Provincial Levels

With the objectives such as livelihood development and introduction of new technology, the
majority of micro and small-scale projects related to subjects such as agriculture, animal
husbandry, fisheries, small industries, rural development, and cooperatives are implemented by
Provincial Councils as programs where 50% of the cost of the project (non-refundable) is
provided by the Provincial Council as an outright grant and the remaining 50% to be borne by
the beneficiary.

At the review of the Provincial Councils’ Annual Development Plans Many issues were
identified regarding the effectiveness of implementing such programs on a consistent basis in
each year. It was revealed that, although many participants were involved primarily to obtain the
grants, a significant number lacked genuine need or commitment, did not possess a proper
business plan, lack of necessary capabilities, and loss of their own funds, in cases where
projects/activities failed. Additionally, projects that were unprofitable were sometimes
mistakenly identified as profitable because government support was not counted as expenditure.
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Even though they had potential as entrepreneurs, in situations it was difficult to provide the
capital to be invested privately.

Therefore, The Finance Commission informed the Provincial Council authorities regarding the
feasibility of providing government support to beneficiaries in the form of interest-free/
subsidized loans instead of a purely beneficiary-contribution-based approach. Consequently, all
Provincial Councils commenced the implementation of loan schemes on an interest-
free/subsidized basis instead of direct grants during the year 2025. However, the provision of
50% non-repayable financial assistance by line ministries and other institutions within the same
sectors has, in certain instances, posed challenges to the Provincial Councils’ effective
implementation of these programs.

Therefore, to achieve sustainable development by maximizing the return on investment for the
promotion of micro and small-scale economic activities for livelihood development the Finance
Commission proposed that non-repayable assistance be implemented only for the following
categories and that it is appropriate to provide financial facilities to other beneficiaries under an
interest-free/subsidized loan scheme for such activities.

i. Persons with special needs;
ii. Persons reintegrating into society after being under probation;

iii. Persons who are unable to engage in normal economic activities due to chronic illnesses
or disabilities;

iv. Single mothers; and

v. Youth who have undergone vocational training and are pursuing self - employment in
that field (for initial capital).

Accordingly, it was recommended that a uniform methodology be implemented by national and
provincial level institutions in providing assistance to such programs/projects

(3). Planning of the foreign funded projects on devolved subjects in a more appropriate
manner

It has been observed that foreign-funded projects/project components relevant to Provincial
Council subjects are often planned centrally, and implemented directly by line ministries. Such
project activities frequently do not align with the priorities identified by the Provincial Councils
and are commonly not included in the Provincial Councils’ Annual Development Plans.

Many line ministries implemented foreign funded projects not through the provincial councils
which possess Human Resources and Capacity to implement those projects but via project
offices established by the line ministries. Often, provincial-level project offices were also
established, and additional allowances were paid to provincial officers who were employed in
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these projects resulting higher administrative costs. After completion of the project, there was no
one to properly hold the responsibility for the created assets or for the services to be provided
under those projects. Although certain such projects could have been constructed at a lower cost
using local funding, they were implemented at a higher cost with foreign funds. Most of these
constructions were either unusable or underutilized.

Therefore, it is recommended to instruct the relevant authorities to ensure the following aspects
when planning the foreign funded projects related to the provincial Councils.

i. To obtain full participation of the Provincial Councils when planning foreign funded
projects which are having a provincial components and applying a less- complicated
funding mode.

ii. To avoid incorporation of certain small scale activities/projects such as construction
of markets, rural roads, assembly halls, etc. under the foreign financing as those
activities can be implemented under a lower cost by utilizing local funds.

iii. To plan the foreign funded projects as much as possible in the budget support mode
which is targeted towards planned activities in place of the project support mode in
which the funding is directed to the project.

iv. To allow Provincial councils to proceed with constructions and purchasing (under the
approved procurement procedures) related to the provincial components of the project
and those powers should not be centralized in the Line Ministry.

(4). Implementing the re-organizing the schools in rural areas and estate plantation
areas as a pilot project

This Commission has emphasized in its Recommendations submitted to the Hon. President for
the years of 2024 and 2025 on the desirability of conducting a proper study and amalgamating
schools with a small number of students, located in rural areas and estate plantation areas, with
nearby schools that have comparatively better facilities, considering that students in these
smaller schools do not receive quality education.

According to Provincial Councils, details, there are 1,541 number of schools throughout the
country which are having less than 50 number of students. There are 45,659 number of total
students studying in those schools and 8,712 number of teachers serving in those schools. It may
be observed that some of those schools are located in the areas where transportation is not an
acute problem or mobility of students is not restrained due to the presence of wild elephants,
rugged terrain or lack of roads or rivers and waterways without bridges.

Accordingly, there are such 24 schools located in Colombo District, There are 718 number of

students and 147 number of teachers in those schools. Out of those schools, distance between the
school of less than 50 number of students and the school located in the close proximity with more
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facilities in the Colombo zone is less than 1 kilometer. Accordingly, in the Colombo District,
most of these schools can be easily amalgamated with the nearest school without causing any
inconvenience to the students. It is also appropriate to provide transportation allowances to these
students based on the distance between the small school where those students are currently
studying and the school for which those students are to be attached

The Finance Commission has recommended that, by providing the above-mentioned incentives,
this project be implemented as a pilot project within the Colombo District. Once this is
implemented in Colombo District the practical issues of implementing this programme can be
identified and based on those experiences, this programme can be successfully implemented in
the other provinces.

(5). Obtaining Public Participation in the Monitoring of Projects

Projects implemented by government institutions using public funds must be subjected to
continuous monitoring and supervision to ensure completion of those projects in accordance with
the expected standards. While continuous supervision by the responsible officers is the most
appropriate method to prevent such situations and ensure the expected quality of construction it
has become practically difficult to closely monitor every project implemented due to shortages of
officers and facilities required for the task, as well as the large number of projects requiring
continuous monitoring and supervision.

As an alternative measure, it was observed that, in addition to official supervision of such
projects, it would be appropriate to provide opportunities for the local community and public
representatives in the areas where the projects are implemented to remain vigilant regarding the
relevant construction activities. Accordingly, the Finance Commission has informed the
Provincial Chief Secretaries to instruct the relevant officers to display the Bills of Quantities
(BOQs) of construction projects implemented by the Provincial Councils in a manner that is
easily understandable to the public within the project areas, and to ensure that any requested
information is provided as specified.

They were also instructed to provide information requested by the public regarding those BOQs,
in the following manner.

i. Allowing any interested person to inspect the relevant BOQs at the work site.

ii. Allowing any interested person to take photographs of the BOQs.

iii. Displaying the BOQs on a designated Provincial Council website, exhibit a laminated
pamphlet at the entry point of the work site explaining how to access the website where
BOQs can be viewed, and introduce a mechanism to provide BOQs to anyone requesting

them at any time.

These instructions are being implemented in all Provinces, and it has been observed, based on
media reports, that they have received public appreciation. The Finance Commission
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recommended that, when monitoring projects/activities implemented with government funds, all
public institutions should be advised to facilitate public access to BOQs and other basic
information related to construction. This recommendation takes into consideration the above
methodology adopted by the Provincial Councils to ensure public participation in the follow up
and oversight of such projects and activities.

(6). Staff requirements for taking care of children under probation

The care of orphaned children who are deprived of affection of parents’ due to various reasons as
well as juvenile offenders is carried out through various care centers functioning under the
Probation Departments of the Provincial Councils. The recommendation submitted by this
Commission in the previous year embodied extensive information on the insufficiency of
required human and physical resources for these centers which had arisen due to inability of
authorities to attend to these needs due to lack of funds. A comprehensive package of reliefs such
as providing buildings and physical facilities required for those institutions, providing facilities
related to transportation, facilitation of socializing those children when they reach the due age,
etc. were provided from the Budget Proposals for the year 2025.

Shortage of staff had led to series of other issues such as confining young children in cramped
space for the purpose of taking care of them, failing to maintain proper hygiene, being unable to
meet their nutritional needs on time, inability to pay required attention to sick children, disruption
of their education and training activities, and the inability to provide adequate protection.

Under these circumstances, a special programme has to be implemented to provide the essential
number of staff to the Department of Probation. Therefore, the Commission recommends that
relevant authorities be instructed to create required cadre positions and fill existing vacancies in
the Provincial Department of Probation without waiting for the completion of the ongoing cadre
review.

Il. Submission of the Recommendations for the year 2026 to the Parliament

A Cabinet Memorandum on Recommendations 2026 of the Finance Commission was submitted
to the Cabinet of Ministers by the Hon. President on 16™ of November 2025 seeking the approval
for implementation of recommendations and to table the same in Parliament. Accordingly, the
approval of the Cabinet to the recommendations was granted on 24" of November 2025 and same
was submitted to Parliament on 19" of December 2025 for tabling.

2.1.7 Conducting quarterly Audit and Management Committee Meetings

For the year ended 31 December 2025, the overall performance of the Internal Audit Division
was as follows.

1. In accordance with the Financial Regulation 134(2), the Internal Audit Plan was

approved at the Audit and Management Committee meeting held on 2025.12.22 and
submitted to the Management Audit Department and the Auditor General.
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2. In accordance with Management Circular DMA/1-2019, the preliminary report for the
year 2025 was prepared and submitted to the Secretary of the Commission before 31
January 2025.

3. Responses were obtained for all internal audit reports

4. Copies of Internal Audit Reports were submitted to the Department of Management
Audit in accordance with Sub-section 40(4) of the National Audit Act No. 19 of 2018.

5. Copies of Internal Audit Reports were submitted to the Auditor General in terms of the
Financial Regulation 134(3)

6. Evaluation Reports were submitted at the end of each quarter.

7. Internal audit meetings were held during all four quarters of the year :

= First Quarter . 2025.03.21
= Second Quarter . 2025.06.27
= Third Quarter . 2025.09.17
= Fourth quarter . 2025.12.22

2.2 Achievements of the Finance Commission

I. Avoiding delays in implementation of projects in 2026 through planning ahead of
time: - Approval of the annual development plans of the provinces for the year
2026 by 2025.12.31

Traditionally, until 2025, the Finance Commission issued guidelines to the Provincial Councils for the
preparation of their Annual Development Plans (ADPs) only after the Appropriation Bill had been
passed by Parliament. As a result, review meetings and the concurrence granting process for ADPs
were generally completed during the first quarter of the respective year, causing delays in the
implementation of development activities at the provincial level.

To address this issue, the Finance Commission issued the guidelines for the preparation of the
Provincial Annual Development Plans for 2026 to the Chief Secretaries well in advance in October
2025 before the Appropriation Bill was passed by Parliament. This proactive approach was intended
to expedite the planning process and enable Provincial Councils to prepare their ADPs earlier than in
previous years and submit to the Finance Commission by mid November 2025 for the concurrence.

The Estimated budgetary provisions for all spending agencies, including the Provincial Councils, had
been stated in the Appropriation Bill for the ensuing year (2026), which was published in the Gazette
dated 2025.09.17. Since, the amounts specified in the Appropriation Bill for the year 2026 were based
on the “binding ceiling” fixed in terms of Section 15 of the Public Financial Management Act No. 44
of 2024, it had become possible to communicate these figures this time with more certainty for the use
in the preparation of the Annual Development Plan unlike in the past.
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Taking the scenario referred above into consideration and based on the information available in the
said Appropriation Bill, as well as the information obtained from the General Treasury, the tentative
amounts of capital grants (PSDG and CBG) for the year 2026 were communicated to the Chief
Secretaries for the purpose of preparation of the ADPs for the year 2026.

As a result, all Provincial Councils were able to prepare and submit their ADPs for 2026 to the
Finance Commission by the end of November 2025. Consequently, following the successful
completion of the ADP review meetings, the Finance Commission was able to grant concurrence for
all Provincial Annual Development Plans during December 2025, well before the commencement of
the financial year. This marked a significant improvement in the planning and approval process and
facilitated the timely implementation of provincial development programmes in 2026.

Il. Important policy decisions taken by the Finance Commission regarding Provincial
Councils

The important policy decisions taken at the meetings of the Finance Commission, held with the
participation of its members during the year 2025, are shown below.

= Granting approval to distribute the funds allocated to the Provincial Councils for recurrent
and capital needs among the nine provinces, in accordance with the Vote on Account
approved by Parliament for the first four months of 2025.

= Granting approval to issue to the Provincial Councils the guidelines for the preparation of
Provincial Development Plans using the Province-Specific Development Fund for the
year 2025; guidelines for maintenance activities; guidelines for the School Nutrition
Programme; and guidelines for the implementation of special projects

= Allocating recurrent and capital funds to Provincial Councils from the 2025 Annual
Budget

= Issuing guidelines to Provincial Councils for the estimation of recurrent requirements for
the year 2026.

= Issuing guidelines to Provincial Councils for the estimation of capital requirements for the
year 2026.

= Granting approval to inform Provincial Councils of the concurrence of the Finance

Commission for the 2025 Annual Development Plans, subject to decisions taken and
proposed amendments made during the review with relevant stakeholders.

= Granting approval to inform Provincial Councils of the concurrence of the Finance
Commission for provincial maintenance activity plans relevant to the year 2025.

= Granting approval for the percentages to be used in distributing funds among provinces
for the year 2026, based on the formula prepared for allocating funds among provinces.
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= Granting approval to recommend to the Director General of Health the distribution of
funds among provinces, using the relevant percentages based on the prepared formula,
under the “Strengthening Integrated Health Security and Governance for Universal Health
Coverage Programme 2025-2030 , to be implemented with financial assistance from the
Asian Development Bank.

= Granting approval to inform the Chief Secretaries of Provincial Councils to display Bills
of Quantities at construction project sites implemented by Provincial Councils in a
manner easily understandable to the public.

= Issuing guidelines for the preparation of action plans relating to projects implemented by
Provincial Councils under the “Clean Sri Lanka” Programme, and granting concurrence
to the action plans prepared by Provincial Councils accordingly.

= Granting approval to recommend the estimated provincial capital requirements for the
year 2026 to the General Treasury.

= Granting approval to recommend the estimated provincial recurrent requirements for the
year 2026 to the General Treasury.

= Granting approval to inform Provincial Councils to implement loan schemes (interest-free
or at concessionary interest rates) instead of the 50% government grant provided on a
non-recoverable basis for revenue-generating projects.

= Granting approval to issue guidelines for the preparation of Provincial Development
Plans for the year 2026

1. The observations of the Hon. President and the approval and special instructions
given by the Cabinet of Ministers regarding the recommendations submitted to
the Hon. President by the Finance Commission for the year 2026 under Sub
Article 154R (4) of the Constitution

Article 154R of the Constitution of the Democratic Socialist Republic of Sri Lanka provides the
provisions for the establishment of the Finance Commission and spells out its mandate. As set
out in Sub Articles 154R (3), (4), and (5) of the Constitution the mandate of the Finance
Commission is as follows.

With regard to the recommendations of the Finance Commission for the year 2026, the
observations of Hon. President, as contained in the Cabinet Memorandum dated 2025.11.16
submitted to the Cabinet of Ministers, indicate that the recommendations made by the Finance
Commission would be carefully considered within the framework of the overall national
development strategy. The observations made by the Hon. President are briefly summarized as
follows:
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The attention of Hon. President has been drawn to the issues highlighted by the
Commission regarding the insufficiency of recurrent allocations allocated to Provincial
Councils, particularly in the context of the relatively large number of public servants
attached to the education and health sectors under the Provincial Council structure.

Although the Commission has applied a formula, in compliance with Sub Article (4) (a)
of Article 154R of the Constitution, for the equitable distribution of capital grants among
Provincial Councils in 2026 with the objective of balanced regional development
particularly benefiting economically and socially disadvantaged provinces the
effectiveness of such a formula is limited in a context where a larger volume of resources
is allocated by line Ministries outside that formula.

Unlike in previous years, Provincial Councils have been instructed to prepare their
development plans within the capital expenditure ceilings determined in advance by the
Government for 2026, and approval of such plans has been arranged prior to 2025.12.31
If line Ministries were to adopt a similar planning process, duplication of development
activities could be avoided and a higher percentage of annual allocations could be
utilized. Accordingly, it would be appropriate for line Ministries to give due attention to
this matter.

Government assistance for livelihood development on a non-reimbursable grant basis
should be limited strictly to the individuals/groups specified in the relevant
recommendation of the Finance Commission. Financial contributions provided for
initiating profitable economic activities should be extended to beneficiaries under
interest-free/concessionary loan schemes. It would be appropriate for the Cabinet of
Ministers to consider this matter.

When discussing proposals relating to devolved subjects with development partner
institutions due attention should be given to the following:(i).Ensuring full participation
of Provincial Councils and using a financial flow system that minimizes complications ,
(if).Avoiding the inclusion of small-scale projects/activities that can be implemented at
low cost using domestic funds in foreign-funded projects;(iii) Planning to implement the
Budget Support mode for planned activities as much as possible.(iv) Allowing Provincial
Councils to undertake construction and procurement activities related to the provincial
component (to be carried out under the approved procurement process)Accordingly, it
would be advisable to direct the Department of External Resources and the Department of
National Planning to take the necessary action in this regard.

Since the consolidation of small schools with fewer than 50 students into nearby schools
can be more easily implemented in the Colombo District, it would be appropriate to
implement this as a pilot project within the Colombo District. The proposal of the Finance
Commission that the process could be facilitated by providing transport allowances to
students, where necessary, should be brought to the attention of the Hon. Prime Minister
and the Hon. Minister of Education.
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The programme introduced by the Finance Commission for Provincial Councils to
facilitate greater public oversight of development projects implemented under the
Provincial Council system is to enhance the effectiveness of project monitoring, it would
be appropriate to extend the application of this proposal to projects implemented by line
Ministries as well.

As stated in the recommendations of the Finance Commission that there is a serious
problem related to human resources in the field of institutionalized child care, a special
program should be implemented to provide the necessary number of employees to the
Probation Department and that the Department of Management Services should take steps
to create the necessary posts for the Provincial Probation Departments and fill the vacant
posts without waiting for the completion of he completion of the ongoing cadre review

The Cabinet decisions dated 2025.11.24, No. CP/25/2195/801/027, in relation to the proposals
submitted by the Hon. President regarding the recommendations of the Finance Commission, are
as follows.

Vi.

To request all Members of the Cabinet to instruct Ministry Secretaries and Heads of
Institutions under their respective Ministries to plan, in advance, the projects to be
implemented in 2026, as proposed by the Finance Commission.

To instruct the Department of National Planning and the Department of National Budget
to guide the relevant state institutions in planning Government assistance for livelihood
development projects in accordance with the proposals of the Finance Commission.

To instruct the Department of National Planning and the Department of External
Resources to act in accordance with the proposals of the Finance Commission when
planning foreign-funded projects relating to devolved subjects.

. To direct all Ministry Secretaries to take necessary steps to ensure public participation in

monitoring projects implemented under their respective Ministries, as suggested by the
Finance Commission.

To direct the Secretary to the Ministry of Education, Higher Education and Vocational
Education to take necessary steps to implement school reorganization in rural and estate
plantation areas as a pilot project, in line with the proposal of the Finance Commission.

To direct the Director General of the Department of Management Services to take
necessary action to address staffing requirements related to the care of children under
probation, in accordance with the proposal of the Finance Commission.

2.3 Challenges and Future Outlook

Sri Lanka has recently faced a series of severe socio-economic challenges following the COVID-
19 pandemic and economic crisis, following the severe flooding and landslides caused by
Cyclone ‘Ditwah’ in late 2025. In particular, the natural disaster that occurred last year has
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severely affected livelihoods and infrastructure in several provinces, including the Central
Province, North Central Province, and Uva Province. Other provinces have also been
significantly impacted by the disaster.

In this context, since the Provincial Councils are required to address a wide range of socio-
economic issues related to the subjects devolved to them, the Finance Commission takes
necessary interventions to coordinate Provincial Councils with the national level programmes
implemented by the Government to rebuild the country damaged by the disaster.

With the objective of achieving balanced regional development, the Finance Commission
distributes funds allocated through the Government’s annual budget among the provinces on a
scientific basis. Nevertheless, achieving balanced regional development within the country
remains a challenge, as line ministries, despite being allocated large amounts of funds from the
annual budget; do not apply a scientific basis when investing those funds.

Furthermore, although with the intervention of the Finance Commission, all Provincial Councils
prepare their annual development plans in accordance with a common format such a planning
mechanism is not implemented within the line ministries. Due to the absence of an integrated
development planning mechanism at the provincial and national levels, similar activities are often
duplicated and overlapped at the implementation stage. As a result, it becomes difficult to derive
maximum benefits from the limited resources available, leading to inefficiencies and waste of
resources.

In planning and implementing foreign-funded projects that include activities related to subjects
devolved to Provincial Councils, line ministries often manage such projects through separate
project offices without utilizing the relevant Provincial Council mechanisms. This practice results
in considerable wastage of resources. Moreover, such funds are not invested in a manner that
supports the achievement of balanced regional development, as recommended by the Finance
Commission.

Nevertheless, the Finance Commission will continue to carry out its constitutionally mandated
functions and to sustain its contribution and interventions in relevant contexts to achieve the
country’s development objectives.
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Chapter - 03: Overall Financial Performance for the Year ended
31% December 2025

3.1. Statement of Financial Performance

ACA -F
Statement of Financial Performance
for the period ended 31st December 2025
Revised Budget Note Actual
Allocations 2025
2025 2024
Rs. Rs. Rs.
Revenue Receipts - -
- Income Tax 1 - -
- Taxes on Domestic Goods & Services 2 - - |ACA-1
- Taxes on International Trade 3 - -
- Non Tax Revenue & Others 4 - -
- Total Revenue Receipts (A) - -
Non Revenue Receipts - -
- Treasury Imprests 119,608,000 101,034,000 ACA-3
- Deposits 187,643 142,220 ACA-4
- Advance Accounts 3,211,051 3,998,693 ACA-5
- Other Main Ledger Receipts - -
- Total Non Revenue Receipts (B) 123,006,694 105,174,913
Total Revenue Receipts & Non Revenue
Receipts C = (A)+(B) 123,006,694 105,174,913
Remi to the Treasury (D) 30,329 892,132
Net Revenue Receipts & Non Revenue
- Receipts E = (C)-(D) 122,976,365 104,282,781
Less: Expenditure
Recurrent Expenditure
77,350,000 Wages, Salaries & Other Employment Benefits 5 75,851,291 61,617,586
54,025,000 Other Goods & Services 6 45,322,924 40,101,413 |ACA-2(ii)
825,000 Subsidies, Grants and Transfers 7 544,799 613,158
- Interest Payments 8 - -
- Other Recurrent Expenditure 9 - -
132,200,000 Total Recurrent Expenditure (F) 121,719,014 102,332,157
Capital Expenditure
Rehabilitation & Improvement of Capital
- Assets 10 = 5
400,000 Acquisition of Capital Assets 11 397,319 1,666,431
- Capital Transfers 12 - - ACA-2(ii)
- Acquisition of Financial Assets 13 - -
400,000 Capacity Building 14 255,602 297,505
- Other Capital Expenditure 15 - -
800,000 Total Capital Expenditure (G) 652,921 1,963,936
Deposit Payments 109,425 142220 ACA-4
Advance Payments 4,613,458 2,906,189 ACA-5
Other Main Ledger Payments - -
Total Main Ledger Expenditure (H) 4,722,883 3,048,409
Total Expenditure I = (F+G+H) 127,094,818 107,344,502
Balance as at 31st December J = (E-I) (4,118,452) (3,061,721)
Balance as per the Imprest Adjustment
Statement (4,118,452) (3,061,721) ACA-7
Imprest Balance as at 31st December - - ACA-3
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3.2. Statement of Financial Position

ACA-P
Statement of Financial Position
As at 31st December 2025
Actual
Note 2025 2024
Rs Rs

Non Financial Assets
Property, Plant & Equipment ACA-6 807,456,423 807,288,825
Financial Assets
Advance Accounts ACA-5/5(a) 9,603,550 8,201,144
Cash & Cash Equivalents ACA-3 - -
Total Assets 817,059,973 815,489,969
Net Assets / Equity
Net Worth to Treasury 9,525,332 8,201,144
Property, Plant & Equipment Reserve 807,456,423 807,288,825
Rent and Work Advance Reserve ACA-5(b) - -
Current Liabilities
Deposits Accounts ACA-4 78,218 -
Unsettled Imprest Balance ACA-3 - -
Total Liabilities 817,059,973 815,489,969

Detail Accounting Statements in ACA format Nos. 2 to 7 presented in pages from 7 to 25 and Annexures to accounts
presented in pages from 26 to 53 form an integral part of these Financial Statements. The Financial Statements have
been prepared in accordance with the Government Financial Regulations 150 & 151 and State Accounts
Guideline No. 02/2025, dated 17.12.2025 and hereby certify that figures in these Finacial Statements, Notes to
accounts and other relevant accounts were reconciled with the Treasury Books of Accounts and found in agreement.

We hereby certify that an effective internal control system for the financial control exists in the Reporting Entity and
carried out periodic reviews to monitor the effectiveness of internal control system for the financial control and
accordingly make alterations as required for such systems to be effectively carried out as per the Section 38(1) (C) of
the National Audit Act No.19 of 2018

—y

Chief Accounting Officer Accounting Officer Chief Accountant P

Name : Name : /

Designation : Designation : Name : ( r

Date: 16 .62 2026 Date : Date : 202b /02’”’ |2\
A.T.M.U.D.B.Tennakoor

E;:r?ct;aer}(l:ommission Sandya Kumudini Kothalawaia

No. 03, Sarana Mawatha C}lief Accountant
Rajagiriya. Finance Commission
No. 03, Sarana Mawatha, Rajagiriya
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3.3. Statement of Cash Flow

Statement of Cash Flows

for the Period ended 31st December 2025

Cash Flows from Operating Activities

Total Tax Receipts

Fees, Fines, Penalties and Licenses

Profit

Non Revenue Receipts

Revenue Collected on behalf of Other Revenue Heads
Imprest Received

Recoveries from Advance

Deposit Received

Total Cash generated from Operations (A)
Less - Cash disbursed for:

Personal Emoluments & Operating Payments
Subsidies & Transfer Payments

Rehabilitation & Improvement of Capital Assets,Capital Transfers, Capacity

Building and Other Capital Expenditure
Expenditure incurred on behalf of Other Heads
Imprest Settlement to Treasury

Advance Payments

Deposit Payments

Total Cash disbursed for Operations (B)

NET CASH FLOW FROM OPERATING ACTIVITIES(C )=(A)-(B)

Cash Flows from Investing Activities
Interest

Dividends

Divestiture Proceeds & Sale of Physical Assets
Recoveries from On Lending

Total Cash generated from Investing Activities (D)

Less - _Cash disbursed for:
Capital Asset Construction, Purchases and Other Investment Acquisitions

Total Cash disbursed for Investing Activities (E)
NET CASH FLOW FROM INVESTING ACTIVITIES( F)=(D)-(E)

NET CASH FLOWS FROM OPERATING & INVESTMENT
ACTIVITIES (G)=( C) + (F)

Cash Flows from Fianacing Activities
Local Borrowings

Foreign Borrowings
Grants Received

Total Cash generated from Financing Activities (H)

Less - Cash disbursed for:

Repayment of Local Borrowings
Repayment of Foreign Borrowings

Total Cash disbursed for Financing Activities (I)
NET CASH FLOW FROM FINANCING ACTIVITIES (J)=(H)-(I)

Net Movement in Cash (K)= (G)+ (J)
Opening Cash Balance as at 01" January

Closing Cash Balance as at 31" December
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ACA-C
Actual
2025 2024
Rs. Rs.
3,933,413 3,139,735
119,608,000 101,034,000
3,530,165 3,826,779
187,643 142,220
127,259,221 108,142,734
121,011,614 101,537,599
544,799 613,158
255,602 297,505
296,675 -
30,329 892,132
4,613,458 2,993,689
109.425 142,220
126,861,902 106,476,303
397,319 1,666,431
397319 1,666,431
397,319 1,666,431
(397,319) (1,666,431)




3.4. Notes to the Financial Statements

Basis of Reporting

1)

3)

4)

5)

6)

7

8)

Purpose of Preparation

The Financial Statements have been prepared in accordance with the Government Financial
Regulations 150 & 151 and State Accounts Guideline No. 02/2025, dated 17.12.2025.

Reporting Period

The reporting period for these Financial Statements is from 01* January to 31% December
2025.

Basis of Measurement

The Financial Statements have been prepared on historical cost modified by the revaluation
of certain assets and accounted on a modified cash basis, unless otherwise specified.

The figures of the Financial Statements are presented in Sri Lankan rupees rounded to the
nearest rupee.

Recognition of Revenue

Exchange and non exchange revenues are recognised on the cash receipts during the
accounting period irrespective of relevant revenue period.

Recognition and Measurement of Property, Plant and Equipment (PP&E)

An item of Property, Plant and Equipment is recognized when it is probable that future
economic benefit associated with the assets will flow to the entity and the cost of the assets
can be reliably measured.

PP&E are measured at a cost and revaluation model is applied when cost model is not
applicable.

Property, Plant and Equipment Reserve

This reserve account is the corresponding account of Property Plant and Equipment.

Cash and Cash Equivalents

Cash & cash equivalents include local currency notes and coins in hand as at 31 December
2025.

Comparative information in the vear 2024

The errors identified of the financial statements of the year 2024 have been corrected and
comparative information has been presented in the financial statements of the year 2025.
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3.5. Performance of the Revenue Collection

Revenue Description of the Revenue Estimate Collected Revenue
Code Revenue Code
Original Final Amount As % of
(Rs.) final
revenue
estimate
2002.02.99 | Interest- Other 330,000.00 | 330,000.00 | 377,691.91 114%

Sales Proceeds and

2003.99.00 | cparges — Other Receipts | 30,000.00 | 3000000 | 4592721 | 153%

2004.01.00 | W & OP Fund - - 3,480,313.77 -

2006.02.02 | Income from Sales of Non | 12,000.00 12,000.00 | 29,480.00 245%
Financial Assets — Other

3.6. Performance of the Utilization of Allocations

Allocation (Rs.)
Type of Actual Allocation utilization as
Allocation Original Final Expenditure (Rs.) | a% of Final Allocation
Recurrent 132,200,000 | 132,200,000 121,719,014 92%
Capital 800,000.00 800,000 652,921 82%

3.7 In terms of F.R.208 grant of allocations for expenditure to this
Department/District

Allocation Allocation Allocation
Serial rev_lsed f_ro_m Purpose of the Actual . utilization
No which ministry/ allocation Expenditure | as a% of
' department Original Final (Rs.) Final
Allocation
Election Payment for 0
01 Commission Election Staff 296,675 | 296,675 296,675 100%
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3.8 Secretariat/Provincial Council as an agent of the other Ministries/ Departments

Assets | Code Balance as per | Balance as per the| Yet to be Reporting
Code Description board of survey | statement of accounted | progress
report as at financial position as %
31/12/2025 at 31/12/2025
(Rs.) (Rs.)
9151 S“"d'”g and | 449,009,540.32 | 449,009,540.32 . 100%
tructure
o150 | Machineryand |, 446 637 85 | 100,446,882.85 . 100%
equipment
9153 | Land 258,000,000.00 | 258,000,000.00 - 100%
Intangible
NS4 1 Assets i i ) )
Biological
NS5 | Assets i i ) )
9160 Work in i i ] ]
Progress
9180 | Lease Assets - - - -
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Chapter - 04: Performance Indicators

4.1. Performance Indicators of the Institute (Based on the Action Plan

Actual output as a percentage (%) of the

Specific Indicators expected output

100%- 90% | 75%-89% 50%.- 74%

Issued Need Assessment Guidelines on N
Provincial Capital expenditure for 2026

Issued Need Assessment Guidelines on N
Provincial Recurrent expenditure for 2026

Assessed Provincial Capital expenditure N
needs for 2026.

Assessed Provincial Recurrent expenditure N
needs for 2026.

Submitted Recommendation for the year N

2026 to the Hon. President.

Issued Guidelines on preparation of the
Provincial Annual Development Plan for \/
the year 2026

Issued Guidelines on preparation and
implementation of Maintenance Activity \
Plan for the year 2026

Reviewed Provincial Annual Development

Plans — 2025 & 2026 and Granted \
concurrence.
Managed the financial matters & N

Administration of the office.

Submitted Annual Performance Report of
the Finance Commission 2024 to V
Parliament.
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Chapter - 05: Performance of the achieving Sustainable Development
Goals (SDGSs)

5.1. Identified Respective Sustainable Developments Goals (SDGs)

Progress of the
Achievement to date

Goal/ T Indicators of the
—— argets .
Objective achievement 0% - | 50%- | 75%-
49% | 74% | 100%
Goal 1: 1.4
End poverty = Finance \
in all its By 2030, ensure that all men and Commission
forms women, in particular the poor and Recommendations
everywhere | Vulnerable, have equal rights to
economic resources, as well as
access to  basic  services, | = Guidelines for N
ownership and control over land Preparation of the
and other forms of property, Provincial Annual
inheritance, natural resources, Development Plan
appropriate new technology and (PADP)
financial ~ services, including
microfinance
la
= Assessment of v
Ensure significant Mobilization |  Annual Provincial
of resources from a variety of | Capital Needs
sources, including  through
enhanced development
cooperation, in order to provide
adequate and predictable means | = Provincial \
for developing countries, in Recurrent Need
particular least developed Assessment
countries, to implement
programmes and policies to end
poverty in all its dimensions
= Guidelines for
1.b Preparation and
Implementation of v
Create sound policy frameworks | Maintenance
at the national, regional and | Activity Plan
international levels, based on pro-
poor and gender- sensitive
development strategies, to o
support accelerated investment = Guidelines for the v
in poverty eradication actions School Nutritional
Food programme
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Goal/ Targets Indicators of the Progress of the
Objective achievement Achievement to date
0% - | 50% - | 75%-
49% | 74% 100%
Goal 8: 8.3 = Finance Commission V
Promote Recommendations
sustained, Promote development-
inclusive and| oriented policies that
sustainable | support productive .
economic | activities, decent job = Provincial Annual v
i Development Plan
growth, full | creation, o
and entrepreneurship, (PADP) Guidelines
productive | creativity and innovation,
employment | and encourage the
and decent form_allzatlon and growth| «  Guidelines for N
work for all | of micro -,small-and Preparation and
medium-sized Implementation of
enterprises, including Maintenance Activity
through access to Plan
financial services
= Provincial Recurrent V
Need Assessment
\/
Goal 10: 10.3 = Finance Commission
Reducing Recommendations
inequality Ensure eqL_laI
within  and opportunities a_npl
among reduce inequalities o
countries | outcome, including by | = PADP Guidelines \
eliminating
discriminatory laws,
policies and practices
and promoting = Assessment of \
appropriate legislation, Annual Provincial
policies and action in Capital Needs
this regard
= Provincial Recurrent \
Need Assessment
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5.2 Achievements and challenges of the Sustainable Development Goals (SDGS)

Although, the Finance Commission itself does not directly implement development programs to
achieve the Sustainable Development Goals, it contributes significantly across a broad spectrum
of subjects towards achieving these goals through the fulfillment of its constitutional mandate.
Therein, recommending funds for Provinces from the Annual Budget of the Government through
the assessment of provincial needs, apportionment of such allocated funds among the Provinces
with the objective of achieving the balance regional development as well as issuing Guidelines to
prepare Annual Provincial Development Plans, the Finance Commission plays a important role in

achieving the Sustainable Development Goals through the Provincial Councils.

Many of the Sustainable Development Goals cover a broad spectrum of social, economic and
environmental sectors and most of them entrusted to subjects devolved to the Provincial
Councils. Through the issuance of Guidelines for preparing Annual Development Plans as well as
the Guideline for Preparing and Implementing Maintenance Plans the Finance Commission
directs the Provincial Councils to focus their attention on achieving these goals through their

development efforts.

Accordingly, Provincial Councils prepare Annual Development Plans across the following
sectors, and during the review of these plans also the Finance Commission emphasizes the
importance of achieving Sustainable Development Goals before granting concurrence for

respective plans.

* Education

* Western Medicine

* Indigenous Medicine

* Sports

* Probation and Childcare

* Social Services

* Cultural and Religious Affairs
* Co-operative Development

* Early Childhood Development

* Provincial Roads

* Estate Infrastructure
* Transport

* Housing

* Rural Development
* Local Government

- Local Authority Road

- Community Water Supply
- Waste Management

- Others Services
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* Land Development
* Irrigation

* Agriculture

* Livestock

* Inland Fisheries

* Small Industries

* Tourism

* Rural Electrification

(within the scope of
item No. 34 of the
Provincial Council list)



However, in comparison with the amount of funds recommended by the Finance Commission
to be allocated to the Provincial Councils from the Government’s annual budget, the
Government annually allocates a comparatively smaller amount of funds due to the prevailing
limitations in available resources. As a result, achieving the above-mentioned objectives
remains a challenge. Although the allocation of a significant amount of funds to the Provincial
Councils from the annual budget from 2025 compared to previous years has helped to alleviate
this situation to some extent, the capacity of the Provincial Councils to carry out development
activities has become problematic at times due to difficulties such as shortage of technical staff
and machinery required to cover provincial subjects, the lack of adequate transport facilities,
the difficulty in identifying qualified contractors at the local level, and shortages of raw
materials.
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Chapter - 06: Human Resource Profile

6.1. Cadre Management

Category Approved Cadre Existing Cadre Vacancies
(as per the date of
31.12.2025)
Senior 16 11 05
Tertiary 05 03 02
Secondary 47 37 10
Primary 17 11 06
Total 85 62 23

6.2. Effect of the shortage or surplus of human resources on the functioning of
the organization

The existing staff of the Finance Commission has to work extra hours to accomplish its functional
and operational activities. However, the quality of the output may be affected due to high
workloads for the available staff. At the same time, meeting deadlines of the action plan is
sometimes challengeable due to limited capacity of the human resources.
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6.3. Human Resource Development (Local and Foreign Training)

No | Name of the Program No. of | Duration Total Investment Nature of Output / Knowledge Gained
staff | of the the
trained | program Program
. (Abroad/
Local Foreign Local)
01 | Diploma in Office Management 01 | 2024-2025 | 110,000.00 i Local | Knowledge of organizational work
procedures
02 | Diploma in Profesional English 01 2024-2025 46,000.00 - Local English knowledge for work
Developing the Attitudes of Public
Servants -: Resource Contribution - Mr. Attitude development and
03 P.Susantha Jayathilaka (GeneralManager 60 2025.03.04 5,600.00 i Local knowledge of public officials
- Lanka Mineral Sands Ltd)
Office Management-: Resource Knowledge of corporate
Contribution - Mr.Y.K.S.S.B. Yatiwella management, corporate  work
04 (Administrative Officer of the Ministry 60 2025.08.27 5,600.00 ) Local procedures, and corporate code of
of Justies) conduct
05 Lecture and practical training on fire 50 2025'_08'29 ) ) Local Practical understanding of how to
protection system 9025.09.15 deal with fires
06 | Google app and Al tools training 01 |2025.0013 | 6,000.00 - Local E?xl)idge of using Google app and
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Total Investment

No | Name of the Program No. of | Duration of Nature of | Output / Knowledge Gained
staff the ) the
trained | program Local Foreign Program
(Abroad/
Local)
07 | Income tax training 02 2025.09.19 | 16,000.00 - Local Knowledge of income tax preparation
08 ng;enr]'sng the Government Payroll 02 | 2025.00.19 | 30,000.00 i Local | Knowledge of using payroll systems
09 | Employee soft skills development 03 2025.09.19 | 22,500.00 - Local Development of soft skills
10 | Tamil language proficiency 02 100 hours - - Local Improving knowledge of the Tamil
language
11 éntlgorltjpglgn anEl’ntergrlty Training 04 1 day - - Local Knowledge related to anti-corruption
onducted by and interaction training
12 | Seminar on Blue Economy Think 2025.09.05 - 116,281.00 | Foreign Knowledge of Blue Economic
Tank Network for Indian Ocean Rim - 01 - Network Thinking for the Indian
China 2025.09.25 Ocean Region
13 | Seminar for senior Sri Lankan 03 2025.11.26- - 354,817.98 Foreign | Knowledge of China's development
Government officials of Sri Lanka - 2025.12.09 (Casual policies, good governance, regional
China offer) development, and urban planning
30,829.5
(Warm
clothing
allowance)
14 | Regional Development and Economic | 01 2025.04.16- - - Foreign Knowledge of regional development
activation 2025.04.25 and economic activity

55




Chapter - 07: Compliance Report

No. | Applicable Requirement Compliance Brief Corrective

Status explanation | actions
_ for Non proposed
(Complied/Not | compliance | to avoid
Complied) non-
compliance
in future

01 | The following Financial statements/accounts have been submitted on due date

1.1 | Annual Financial Statements Complied

1.2 | Advance to Public Officers Account Complied

1.3 | Trading and Manufacturing Advance Accounts (Commercial Advance Accounts) N/A

1.4 | Stores Advance Accounts N/A

1.5 | Special Advance Accounts N/A

1.6 | Others N/A

02 | Maintenance of books and registers (FR445)

Fixed assets register has been maintained and updated in terms of Public Administration Circular )
2.1 Complied
267/2018

2.2 | Personal emoluments register/ Personal emoluments cards have been maintained and updated Complied

2.3 | Register of Audit Queries has been maintained and updated Complied

2.4 | Register of Internal Audit Reports has been maintained and updated Complied

56




No. | Applicable Requirement Compliance Brief Corrective

Status explanation | actions
_ for Non proposed to
(Complied/Not | Compliance | avoid non-
Complied) compliance
in future

2.5 | All the monthly account summaries (CIGAS) are prepared and submitted to the Treasury on due date Complied

2.6 | Register for cheques and money orders has been maintained and updated Complied

2.7 | Inventory Register has been maintained and updated Complied

2.8 | Stocks Register has been maintained and updated Complied

2.9 | Register of Losses has been maintained and updated Complied

2.10 | Commitment Register has been maintained and updated Complied

2.11 | Register of Counterfoil Books (GA — N20) has been maintained and updated Complied

03 | Delegation of functions for financial control (FR 135)

3.1 | The financial authority has been delegated within the institute Complied

3.2 | The delegation of financial authority has been communicated within the institute Complied

33 Thg authority has been delegated in such manner so as to pass each transaction through two or more Complied

officers
The controls have been adhered to by the Accountants in terms of State Account Circular 171/2004 )
34 Complied

dated 11.05.2014 in using the Government Payroll Software Package
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No. | Applicable Requirement Compliance Brief Corrective
Status explanation | actions
_ for Non proposed to
(Complied/Not | compliance | avoid non-
Complied) compliance
in future
04 | Preparation of Annual Plans
4.1 | The Annual Action Plan has been prepared Complied
4.2 | The Annual Procurement Plan has been prepared Complied
4.3 | The Annual Internal Audit Plan has been prepared Complied
4.4 | The annual estimate has been prepared and submitted to the NBD on due date Complied
4.5 | The annual cash flow has been submitted to the Treasury Operations Department on time Complied
05 | Audit Queries
5.1 | All the audit queries have been replied within the specified given time by the Auditor General Complied
06 Internal Audit
61 The Internal Audit Plan has been prepared at the beginning of the year after consulting the Auditor c lied
: omplie
General in terms of Financial Regulation 134 (2) DMA/1-2019 P
6.2 | All the internal audit queries have been replied within one month Complied
63 Copies of all the Internal Audit Reports have been submitted to the Management Audit Department in c lied
: ) ) ) omplie
terms of Sub-section 40(4) of the National Audit Act No. 19 of 2018
All the copies of Internal Audit Reports has been submitted to the Auditor General in terms of )
6.4 Complied

Financial Regulation134(3)
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No. | Applicable Requirement Compliance Brief Corrective
Status explanation | actions
_ for Non proposed
(Complied/Not | Compliance | to avoid
Complied) non-
compliance
in future
07 | Audit and Management Committee
21 Minimum 04 meetings of the Audit and Management Committee have been held during the year as c lied
: omplie
per the DMA Circular 1-2019 P
08 | Asset Management
81 The information about purchases of assets and disposals was submitted to the Comptroller General’s c lied
: o ) omplie
Office in terms of Paragraph 07 of the Asset Management Circular No. 01/2017
A suitable liaison officer was appointed to coordinate the implementation of the provisions of the
8.2 | circular and the details of the nominated officer was sent to the Comptroller General’s Office in Complied
terms of Paragraph 13 of the aforesaid circular
83 The boards of survey was conducted and the relevant reports submitted to the Auditor General on due c lied
: omplie
date in terms of Public Finance Circular No. 05/2016 P
84 The excesses and deficits that were disclosed through the board of survey and other relating c lied
- . . . . ) e - . omplie
recommendations, actions were carried out during the period specified in the circular
8.5 | The disposal of condemn articles carried out in terms of FR 772 Complied
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No. | Applicable Requirement Compliance Brief Corrective
Status explanation | actions
_ for Non proposed
(Complied/Not | Compliance | to avoid
Complied) non-
compliance
in future
09 | Vehicle Management
9.1 The daily running charts and monthly summaries of the pool vehicles have been prepared and Comolied
' submitted to the Auditor General on due date P
9.2 | The condemned vehicles have been disposed within a period of less than 6 months after condemning Complied
9.3 | The vehicle logbooks have been maintained and updated Complied
The action has been taken in terms of F.R. 103, 104, 109 and 110 with regard to every vehicle .
9.4 . Complied
accident
9.5 The fuel consumption of vehicles has been re-tested in terms of the provisions of Paragraph 3.1 of the Comolied
' Public Administration Circular No. 30/2016 of 29.12.2016 P
9.6 | The absolute ownership of the leased vehicle log books have been transferred after the lease term Complied
10 | Management of Bank Accounts
101 ;’he bank reconciliation statements have been prepared, got certified and made ready for audit by the Complied
ue date
10.2 | The dormant accounts that have existed in the year under review or since previous years settled N/A
The action has been taken in terms of Financial Regulations regarding balances that had been
10.3 | disclosed through Bank Reconciliation Statements and for which adjustments were made, and Complied

balances were settled within one month
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Compliance Brief Corrective
No. | Applicable Requirement Status explanation | actions
_ for Non proposed to
(Complied/Not | Compliance | avoid non-
Complied) compliance
in future
11 Utilization of Provisions
11.1 | The provisions allocated have been spent without exceeding the limit Complied
11.2 | The liabilities not exceeding the provisions that remained at the end of the year as per the FR 94(1) Complied
12 | Advances to Public Officers Account
12.1 | The limits have been complied with Complied
12.2 | A time analysis has been carried out on the loans in arrears Complied
12.3 | The loan balances in arrears for over one year have been settled Complied
13 General Deposit Account
13.1 | The action has been taken as per F.R.571 in relation to disposal of lapsed deposits N/A
13.2 | The control register for general deposits has been updated and maintained Complied
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No. | Applicable Requirement Compliance Brief Corrective
Status explanation | actions
_ for Non proposed to
(Complied/Not | compliance | avoid non-
Complied) compliance
in future
14 Imprest Account
14.1 | The balance in the cash book at the end of the year under review remitted to TOD Complied
The ad-hoc sub imprests issued as per F.R. 371 settled within one month from the completion of the .
14.2 Complied
task
14.3 | The ad-hoc sub imprests have not been issued exceeding the limit approved as per F.R. 371 Complied
14.4 | The balance of the imprest account has been reconciled with the Treasury books monthly Complied
15 Revenue Account
15.1 | The refunds from the revenue have been made in terms of the regulations N/A
The revenue collection has been directly credited to the revenue account without credited to the .
15.2 i Complied
Deposit Account
15.3 | Returns of arrears of revenue forward to the Auditor General in terms of FR 176 N/A
16 Human Resource Management
16.1 | The staff had been paid within the approved cadre Complied
16.2 | Duty Lists for all members of the staff have been issued in writing Complied
16.3 | All reports have been submitted to MSD in terms of their circular no.04/2017 dated 20.09.2017 Complied
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No. | Applicable Requirement Compliance Brief Corrective
Status explanation | actions
_ for Non proposed to
(Complied/Not | compliance | avoid non-
Complied) compliance
in future
17 | Provision of information to the public
An information officer has been appointed and a proper register of information is maintained and .
17.1 . . . . Complied
updated in terms of Right to Information Act and Regulation
Information about the institution to the public have been provided by Website or alternative measures
17.2 | facilitated to appreciate / allegation to public against the public authority by this website or alternative Complied
measures
17.3 | Bi - annual and Annual reports have been submitted as per section 08 and 10 of the RTI Act Complied
18 Implementing citizens charter
18.1 | A Citizens Charter/Citizens Client’s Charter has been formulated and implemented by the Institution
in terms of the circular number 05/2008 and 05/2018 (1) of Ministry of Public Administration and N/A
Management
18.2 | A methodology has been devised by the Institution in order to monitor and assess the formulation and N/A

the implementation of Citizens Charter / Citizens Client’s Charter as per paragraph 2.3 of the circular
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No. | Applicable Requirement Compliance Brief Corrective
Status explanation | actions
_ for Non proposed to
(Complied/Not | compliance | avoid non-
Complied) compliance
in future
19 | Preparation of the Human Resource Plan
191 A Human Resource Plan has been prepared in terms of the format in Annexure 02 of Public Complied
| Administration Circular No.02/2018 dated 24.01.2018. P
A minimum training opportunity of not less than 12 hours per year for each member of the staff has .
19.2 . . Complied
been ensured in the afore said Human Resource Plan
19.3 | Annual Performance Agreements have been signed for the entire staff based on the format in
Annexure 01 of the aforesaid Circular N/A
A senior officer was appointed and assigned the responsibility of preparing the Human Resource
19.4 | Development Plan, organizing capacity building programs and conducting skill development Complied
programs as per paragraph No.6.5 of the aforesaid Circular
20 | Responses Audit Paras
20.1 The shortcomings pointed out in the audit paragraphs issued by the Auditor General for the previous N/A
" | years have been rectified
END
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