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தகௌரவ (கலாநிதி) ஹர்ஷ த ெில்வா அவர்களினால் 

2026 ஜூணல மாதம் 10 ஆம் திகதி தவள்ளிக்கிழணம 

பாராளுமன்றத்திற்குச் ெமர்ப்பிக்கப்பட்டது 

 
 

Tenth Parliament - First Session 
 

Report of the 
Committee on Public Finance 

on 
 

The Fraud Linked to Cybercrime in the US Dollar 2.5 Million Debt 
Repayment to Australia 

 
Presented to Parliament 

by 

Hon. (Dr.) Harsha de Silva  

Chair of the Committee 

Friday, the 10th July 2026 

 

 



Members of the Committee 

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

Hon. Chathuranga Abeysinghe, M.P., 

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

Hon. Arkam Ilyas, M.P., 

Hon. Nishantha Jayaweera, M.P., 

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

Hon. Ravi Karunanayake, M.P., 

Hon. Harshana Rajakaruna, M.P., 

Hon. Shanakiyan Rajaputhiran Rasamanickam, M.P.,  

Hon. Ajith Agalakada, M.P., 

Hon. M.K.M. Aslam, M.P., 

Hon. Nimal Palihena, M.P., 

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

Hon. Wijesiri Basnayake, M.P., 

Hon. Sunil Rajapaksha, M.P.,  

Hon. Thilina Samarakoon, M.P., 

Hon. Champika Hettiarachchi, M.P., 

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

 

 

 



Report of the Committee on Public Finance (COPF)  

1 
 

1. Executive Summary 

 
A fraud linked to cybercrime resulted in the loss of USD 2.5 million to the Treasury in 

certain repayments due to Export Finance Australia during November 2025 to January 

2026. This also caused an arrears to the foreign creditor. Committee on Public Finance 

(COPF) inquired into this matter in line with its oversight functions on public debt 

servicing, under Standing Order 121. The Committee met on four occasions to discuss the 

series of incidents with a multitude of officials and obtained detailed reports from 

relevant institutions. Based on the information provided to the Committee through these 

interactions and documents, this report lays out events and factors that contributed to 

the cybercrime-linked fraud as identified by COPF.  

 

The Committee concludes that the risks of a fraud linked to cybercrime were heightened 

due to systematic lapses in internal controls of the debt repayments process and by 

outdated email infrastructure. This was not an isolated lapse, but a consequence of 

governance, procedural, and operational failures across multiple institutions.  

 

An ex-ante terms of reference document to guide the transition process of the debt 

repayment functions into the newly established Public Debt Management Office (PDMO) 

was a key governance lapse that exacerbated procedural and operational gaps. At a 

procedural level, dereliction of duty was observed in terms of a lack of effective internal 

controls and robust IT systems, along with insufficient escalation procedures of issues to 

senior officials. At an operational level, mid-level officers were negligent and failed to 

ensure good judgment. The Committee observed that the procedural shortcomings had 

historically persisted within the foreign debt repayment process. 

 

Based on these conclusions, the Committee provides several key recommendations as 

critical measures to prevent the recurrence of such grave failures in public financial 

management. These include the need for an immediate special audit of the entire foreign 

debt repayment process by the National Audit Office; urgent action to ensure 

implementation of SL-CERT recommendations on public sector IT systems by the 

Ministry of Digital Economy, and the immediate overhaul of the financial regulations that 

guide public financial processes by the Ministry of Finance.  

 

The contents of this report are limited to the mandate of COPF in terms of oversight over 

public finances. COPF mandate does not include criminal investigations, nor the 

pronouncement of judgment on legal liability.  
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2. Introduction 

The mandate of the Committee on Public Finance (COPF) is to examine any aspect of 

public finance, in line with Standing Order 121 of the Parliament of Sri Lanka, ensuring 

that relevant legal provisions, financial regulations, and processes are followed by the 

Ministry of Finance, Planning and Economic Development (the Ministry of Finance/MoF) 

and other relevant state institutions in accordance with established legal frameworks and 

the Annual Appropriations Act. COPF’s role is in oversight over public finance; this 

includes debt management and debt servicing. Hence the issue of the missing USD 2.5 

million in foreign debt repayment falls within the Committee’s purview. COPF mandate 

does not include criminal investigations, nor the pronouncement of judgement on legal 

liability.  

 

In response to the directives provided by COPF, following the Committee’s discussion on 

30 April 2026 and the tabling of the preliminary COPF report in Parliament on 8 May 

2026,1 the Ministry of Finance provided a detailed report on the fraud linked to 

cybercrime in early June 2026.2 The report covered the events that led up to its discovery 

and measures taken up to that point. It was accompanied by annexures containing 

relevant documents and email trails. 

 

During the discussion of the MoF report on 8 June 2026, the Governor of the Central Bank 

of Sri Lanka (CBSL) contested certain points presented in the MoF report and requested 

that time be provided for a report from the CBSL to be submitted. The key point of 

contention was that CBSL was being blamed for not advising MoF on appropriate 

procedures and responsibilities in the debt repayment process; in particular, with respect 

to Anti Money Laundering (AML) issues under the Financial Transactions Reporting Act 

(FTRA).  The discussion led to the following reports being submitted to COPF: 

 

• Two CBSL reports: one providing the CBSL’s perspective of the events3 and the 

other providing specific counter-responses to the MoF’s report,4 alongside 

detailed annexures containing relevant documents and email trails. 

 

• The Sri Lanka Computer Emergency Readiness Team (SL-CERT) response 

detailing the current cybersecurity policy for public institutions and its 

 
1 Annex 1 - Report of the Committee on Public Finance on The Fraudulent Foreign Debt Repayment 
Transaction of US Dollars 2.5 million – dated 08 May 2026 
2 Annex 2 - Report of the Ministry of Finance to the Committee on Public Finance on Alleged Fraudulent 
Foreign Debt Repayment Transaction of approximately USD 2.5 million – dated 01 June 2026 - excluding 
annextures 
3 Annex 3 - Comprehensive Report of the Central Bank of Sri Lanka to the Committee on Public Finance – 
dated 15 June 2026 - excluding annextures 
4 Annex 4 - Report of the Central bank of Sri Lanka in response to the Report of the Ministry of Finance to 
the Committee on Public Finance Alleged Fraudulent Foreign Debt Repayment Transaction of 
approximately USD 2.5mn – dated 15 June 2026 - excluding annextures 
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assessments and audits of the IT systems of the Ministry of Finance since 2023, 

when the current National Cyber Security Baseline was established.5  

 

• The Attorney General’s Department’s interpretation of the Financial Transactions 

Reporting Act (FTRA)’s application to the CBSL and application of Section 132 of 

the CBSL Act with regards to its interim responsibility on debt management.6   

 

These submissions were discussed on 23 June 2026, allowing the Committee to compare 

and assess the accounts provided by the institutions involved. At this meeting a further 

clarification was sought from the Attorney General on how Section 132 of the CBSL Act 

applied prior to the closure of the CBSL’s Public Debt Department on 31 December 2025 

and until the Gazette issued on 22 May 2026 officially ended the CBSL’s role in public debt 

management.7 

 

This report factors in all the above reports and responses from the four institutions and 

the discussions at COPF on 30 April, 08 June and 23 June 2026. The report is structured 

into five further sections: an outline of the institutional context in which the fraud linked 

to cybercrime occurred; a comprehensive summary of the events involved and discovery 

of fraud linked to cybercrime; the points of disagreement between the CBSL and MoF on 

some aspects and events; followed by the conclusions and thereafter the 

recommendations of the Committee. It is important to note that the contents and 

conclusions are limited to the information provided to the Committee. 

 

3. Background 

The period in which the fraud linked to cybercrime occurred (from November 2025 to its 

discovery in March 2026), coincided with the final stages of the external debt 

restructuring process upon the agreement of bilateral and commercial creditors post the 

unilateral suspension debt repayments to them in April 2022 and the final phase of the 

institutional transition of debt management responsibilities to the Public Debt 

Management Office. Based on MoUs signed with bilateral creditors in mid-2024 on the 

restructuring terms, the MoF was in the process of finalising amended loan agreements 

even as recently as late 2025.   

 

Following the enactment of the Public Debt Management Act, No. 33 of 2024 (PDMA) in 

June 2024, the institutional transition of public debt management to the PDMO was 

initiated in November 2024, with an 18-month transitional period that ran until May 

2026. This involved centralising responsibilities spread across the Public Debt 

 
5 Annex 5 - Letter from SL-CERT to COPF dated 09 June 2026 – Submission of Cybersecurity reports and 
Clarification on status of ERD email server – excluding annextures 
6 Annex 7 - Letter to COPF from Attorney General's Dept dated 15 June 2026 
7 Annex 8 - Letter to COPF from Attorney General’s Department dated 25 June 2026 
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Department (PDD) of the CBSL, the External Resources Department (ERD) of the MoF and 

the Public Enterprises Department (PED) of the MoF. 

 

While the overall transition process involved multiple aspects of debt management, the 

focus of this report is only on the transition of the foreign debt repayment process. The 

fraud linked to cybercrime under consideration happened within this process. 

 

3.1. Foreign debt repayment Process Prior to PDMO 

Prior to the transition of responsibilities to the PDMO, the process for handling bilateral 

and multilateral debt repayments was as follows.  

I. The ERD received invoices from lenders, which its Debt Management Division 

would process, verify and authorise.  

II. Authorised invoices were forwarded to the PDD of the CBSL, which entered the 

verified payment details in the invoice to the Non-Reserve Management (NRM) 

System as Standardized Settlement Instructions (SSIs).   

III. The Finance Department of the CBSL verified that required payment information 

was contained in each SSI. 

IV. Using the verified details, the Payments and Settlements Department of the CBSL 

made the SWIFT transaction to the beneficiary account utilising foreign currency 

held in a Deputy Secretary to Treasury (DST) account maintained at the CBSL, as 

part of the Treasury’s consolidated fund. 

 

 

Foreign Debt Repayment Process prior to creation of PDMO 

SOURCE - Bilateral / multilateral lender 

Issues invoice for debt repayment 

↓ 

Invoice 

↓ 

Step I    External Resources Department - Debt Management Division 

Receives invoice · processes · verifies · authorizes 

↓ 

Authorized invoice 

↓ 
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Step II    Central Bank of Sri Lanka (CBSL) - Public Debt Department (PDD) 

Uses authorized invoice details to enter payment into NRM system via Standardized 

Settlement Instructions (SSI); NRM generates SWIFT-compatible instructions 

↓ 

SSI for verification 

↓ 

Step III    Central Bank of Sri Lanka (CBSL) - Finance Department 

Verifies that all required payment information is contained in the SSI 

↓ 

Verified payment 

details 

↓ 

Step IV    Central Bank of Sri Lanka (CBSL) - Payments Department 

Executes SWIFT transaction using foreign currency held in the Deputy Secretary to 

Treasury (DST) account at CBSL — funds from the Treasury's consolidated fund 

↓ 

SWIFT payment to 

Lender account 

 

 

3.2. 18-Month Transition Period for PDMO 

During the 18-month transition period from November 2024 to May 2026, the PDMO had 

to take on and centralise debt issuance and management functions that had been spread 

across multiple departments.  

 

However, the Committee found no document that provided a detailed guideline or terms 

of reference for this complex, multifaceted transition process involving multiple 

institutions. There are no KPIs available to judge whether the transition was completed 

in an adequate manner. Even the guidelines that govern the operations of the PDMO were 

only published on 19 September 2025, 10 months after the establishment of the office. 

The MoU between the CBSL and PDMO on their areas of collaboration was only signed on 

9 March 2026, almost at the end of the official transition period.  
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Timeline of the 18-month transition 

24 Nov 2024 ● 
PDMO established 

18-month transition period begins 

1 Jan 2025 ● 
ERD Debt Division joins PDMO 

External debt management centralized 

Mar–Dec 2025 ● 
PDMO officials trained by CBSL 

Capacity-building for all debt management functions 

13–15 Oct 

2025 
● 

Domestic operations handed to PDMO 

Treasury auctions (13 Oct) · Debt servicing (15 Oct) 

13–24 Oct 

2025 
● 

External debt: system access granted 

NRM payment instructions (13 Oct) · SSI creation 

(24 Oct) 

30 Oct 2025 ● 

Domestic issuance takeover delayed to 

December 

Regulatory requirements for primary dealers 

pending 

Dec 2025 ● 

Domestic issuance transitions to PDMO 

PDD premises under MoF (1st wk) → PDMO 

premises (2nd wk) 

31 Dec 2025 ● 
PDD formally closed 

Official closure ceremony on 1 January 2026 

9 Mar 2026 ● 
MoU signed: PDMO and CBSL 

Framework for ongoing cooperation 

22 May 2026 ● 
CBSL transitional role formally ends 

18-month transition complete · gazette published 

 

At the start of the transition, the Debt Management Division of the External Resources 

Department (ERD), which handled the Commonwealth Secretariat Debt Recording and 

Management System (CS-DRMS was transferred to the PDMO in December 2024, along 

with its attached staff. They assumed duties on 1 January 2025.  
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During the transition, the PDMO’s back office took on the task of reconciliation and 

recording of loan agreements and payments. This meant that the PDMO was now 

responsible for the verification of invoices and authorization of payments, which was 

earlier the responsibility of the ERD.  

 

However, due to its legacy role in coordinating with foreign lenders, the ERD continued to 

receive a larger portion of the invoices from lenders via electronic communication, which 

were forwarded to PDMO’s back office for processing.  

 

In terms of taking on the debt management functions handled by PDD-CBSL, PDMO staff 

were trained by PDD staff between March and December 2025 in three batches. This 

included the functions of the Non-Reserve Management System through the creation of 

SSIs in the foreign debt repayment process.  

 

The timeline for the take-over of the functions of the PDD by the PDMO was confirmed at 

a Coordination Council meeting held between the MoF and CBSL on 23 September 2025, 

and through a letter by the ST to the CBSL dated 25 September 2025. The matters relevant 

to the issue under consideration in this report are as follow: 

 

I. Domestic Treasury Securities issuance auctions to continue to be undertaken by 

the PDD but were handled by PDMO officials from 13 October 2025 under the 

CBSL approval process. 

II. Domestic debt servicing to be transferred to the PDMO on 15 October 2025. 

III. In regard to external debt servicing, login credentials were created for PDMO 

officials, granting them access to the NRM System to allow payment instructions 

to be made available from 13 October onwards and creation of SSIs from 24 

October onwards.  

 

With this transition, the PDMO became responsible for verifying and authorising lender 

invoices and payment details, which was earlier done by the ERD. It also became the entity 

for entering payment instructions as SSI to the NRM System, which was earlier done by 

the PDD-CBSL. The Finance Department of the CBSL continued to verify necessary 

payment details in the SSI. CBSL Payments and Settlements Department continued to 

execute payments. 

 

With the transition of these functions to the PDMO in December 2025, the PDD-CBSL was 

left with no remaining functions. As a result, the PDD was closed with effect from 31 

December 2025 and a formal closing down ceremony was held on 1 January 2026 in the 

presence of senior MoF officials.  

 

In terms of hardware and software, systems previously used by PDD continue to be used 

by PDMO. In particular the NRM System and the Government Securities Auction System 

(GSAS) continue to be part of the foreign debt repayment and domestic debt issuance 
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management processes respectively. The MoU dated 9 March 2026 specifies that GSAS 

access would be provided for 2 years from December 2025, along with continued access 

to the NRM system and to other systems, such as databases and tools essential for public 

debt management. The CBSL’s Disaster Recovery Site and the Centre for Banking Studies 

was also made available to PDMO officials until the GSAS remains in use. 

 

Foreign Debt Repayment Process following transition to PDMO 

SOURCE - Bilateral / multilateral lender 

Issues invoice for debt repayment 

↓ 

Invoice 

↓ 

Step I    External Resources Department 

Receives invoice from lender and forwards to PDMO back office 

↓ 

Invoice forwarded 

↓ 

Step II    Public Debt Management Office - PDMO back office 

Processes, verifies, and authorizes the invoice; enters payment details into NRM 

system via Standardized Settlement Instructions (SSI), generating SWIFT-

compatible instructions 

↓ 

SSI for verification 

↓ 

Step III    Central Bank of Sri Lanka (CBSL) - Finance Department 

Verifies that all required payment information is contained in the SSI 

↓ 

Verified payment 

details 

↓ 
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Step IV    Central Bank of Sri Lanka (CBSL) - Payments and Settlements 

Department 

Executes SWIFT transaction using foreign currency held in the Deputy Secretary to 

Treasury (DST) account at CBSL — funds from the Treasury's consolidated fund 

↓ 

SWIFT payment to 

Lender account 

 

 

3.3. IT and Cybersecurity Infrastructure at the Ministry of Finance 

 

The Ministry of Finance has a dedicated Department of Information Technology 

Management (DITM), tasked with the management of the Ministry’s IT systems. However, 

this department only has responsibility over the IT systems of 17 departments that utilize 

the domain treasury.gov.lk . The ERD, however, has had a separate IT system since around 

2000, alongside domain erd.gov.lk , with its own IT officers who report to the Director 

General (DG) of the ERD. There appears to have been no coordination between the two IT 

teams, which is a deeply concerning breakdown in governance and procedure. One should 

expect that the DG of the DITM would have had oversight over the ERD’s systems, 

regardless of it being maintained as a separate system.  

 

According to the DG of the PDMO, when the office was established, the server space 

required for the department’s emails and other functions was obtained from the ERD’s 

systems. The IT officer of the PDMO was seconded from the ERD to maintain the PDMO’s 

systems. As of 23 June 2026, the procurement process for the PDMO to obtain its own 

servers was still ongoing.  

 

The most pressing issue here was that the ERD had been using the outdated Microsoft 

Exchange Server 2016. According to SL-CERT, the server’s mainstream support ended in 

October 2020, but continued to receive minor security updates from Microsoft under 

extended support until 14 October 2025. While action had been taken to extend the 

technical support provided by the vendor, an updated system was not procured, leaving 

the ERD’s and PDMO’s IT systems at complete risk of cyberattacks. It is therefore far more 

than a coincidence that the fraud linked to cybercrime in question commenced in mid-

November 2025, only a month after the server system stopped receiving Microsoft 

security updates.  

 

The systematic nature of shortfalls in IT infrastructure and cybersecurity measures at the 

MoF, including the ERD, was highlighted in a comprehensive audit carried out by KPMG 
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with SL-CERT in December 2024. It highlighted that even simple measures, such 

multifactor authentication, were absent and that weak passwords were being used. 

Accountability failures and operational inefficiencies were identified due to undefined 

roles and responsibilities amongst employees. Reviews carried out in January and April 

2026 by SL-CERT and the National Cyber Security Operations Centre (NCSOC) continued 

to highlight persisting vulnerabilities in these IT systems.  

 

Unfortunately, SL-CERT does not appear to have the authority to ensure that its warnings 

and recommendations are heeded by the concerned institutions. The responsibility falls 

upon the   institutions to take necessary action. 

 

4. Timeline of Events 

This section provides a summary of the key events and documents, outlining how the 

fraud linked to cybercrime occurred, based on documents submitted to COPF. The 

purpose of this section is to review the internal control environment to better understand 

how this series of incidents took place. 

 

4.1. Discovery of an issue with repayments to India 

Although the fraud linked to cybercrime under investigation is regarding a payment to 

Export Finance Australia, the MoF first discovered a cybersecurity threat in January 2026 

during a debt repayment to be made to the Export-Import (EXIM) Bank of India.  

 

On 6 January 2026, a payment made to the EXIM Bank of India failed to execute.8  When 

CBSL attempted to make payment to the account details provided by the PDMO, with 

JPMorgan as intermediary, the payment was rejected by JPMorgan’s Global Fraud 

Prevention Operations team. Contact was made by PDMO officials with an EXIM Bank of 

India team, allowing the MoF to confirm that fraudulent payment instructions had been 

provided.  

 

Payment was then made to the correct account, verified through communication with the 

EXIM Bank of India. This suspicious activity was reported to the Criminal Investigation 

Department (CID) and SL-CERT on 9th January 2026. The ERD IT Officer’s complaint to 

SL-CERT mentioned that the suspected fraudulent email address used the domain 

eximbenkindia.in (while the correct domain appears to be eximbankindia.in). 

 

 
8 This payment was for interest on loans that had been restructured in 2025. 
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4.2. Discovery of Non-Repayment to Australia 

Following the incident involving the EXIM Bank of India, the risk of a cybersecurity threat 

was escalated to the Secretary to the Treasury, and the DG-ERD was tasked with looking 

into the situation. The ERD took action to scrutinise previous payments made based on 

the invoices submitted after the organisational restructuring processes had been 

completed. Payment instructions received via email for several other due payments, 

including for payments to the United Kingdom (USD 1,294,605.99), Germany (EUR 

4,059,987.81) and Belgium (EUR 60,974.88) were further identified as fraudulent.  

 

Follow ups with these three creditors to ascertain validity of the flagged invoices were 

made from January to March 2026.  As a result, the related payment to the UK was 

suspended immediately. Communications initiated by the suspicious party were 

identified and investigative authorities were alerted. The payment related to Belgium was 

made to the correct account.  

 

It is during this process of verification that MoF officials were alerted on 23rd March 2026 

to communications from Export Finance Australia of non-receipt of debt repayments due 

in previous months. 

 

4.3. Summary of email Trails Involving the Fraud linked to cybercrime 

The clearest way by which one can understand the process and timeline of the fraud 

linked to cybercrime is through the trail of emails between ERD officials (genuine and 

impersonated), officials of Export Finance Australia (genuine and impersonated), and 

officials of other Sri Lankan institutions involved in the process. Based on the email trails 

provided to COPF by the MoF and CBSL, an illustrated summary is provided in this section. 

The focus is on three separate email trails, which have been anonymized to exclude names 

of individuals from the email addresses while retaining the domains.  

 

Email trail 1 is between purported email addresses of ERD and Lender in the period 

from 28th October 2025 to 15th January 2026 

 

1 A@erd.gov.lk  →  Z@exportfinance.gov.au 

28 Oct 2025 

Sent scanned copies of the signed restructured loan agreements.  

  

The debt restructuring with Australia was completed on 27 October 2025 and announced 

publicly on 28 October 2025. Copies of the original signed copies were sent by the ERD to 

the PDD and PDMO. The MoF officials said in Committee that the existing account details 

for Export Finance Australia repayments had not been changed in the revised agreement.  
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2 Z@exportfinance-au.com  →  A@erd.gov.lk 

13 Nov 2025 

Sent six invoices under the Australia debt restructuring agreement for payment 

processing.  

This email is as a reply on top of the previous email to Z@exportfinance.gov.au. 

Note: Payments on these invoices are made on 14 Nov 2025. 

  

The six invoices were (for a total of about USD 2,180,184): 

I. AUD 141,739.95:  Legal Fees 

II. USD 996,221.85:  Interest arrears on Outotec transaction 

III. USD 69,199.59: Interest arrears on Wellard 1 transaction 

IV. USD 340,126.84:  Interest arrears on Wellard 2 transaction 

V. USD 304,432.45:  Interest arrears on Wellard 3 transaction 

VI. USD 377,660.26: Interest arrears on R.R. Taylor transaction 

 

3 A@erd.gov.lk  →  Z@exportfinanceau.com 

25 Nov 2025 

Informs that payment of USD 1,375,882.11 made on 24 Nov 2025 was returned to 

the CBSL (in actuality, only USD 1,375,459.74 was returned), without a clear reason 

provided by the beneficiary bank. 

 

4 Z@exportfinanceau.com  →  A@erd.gov.lk 

26 Nov 2025 

Elaborated reasoning as to why the payment might have been returned and 

promised to send revised, corrected invoices.  

 

The CBSL report shows that this payment was separated into two payments, USD 

377,660.26 to a US bank account and USD 997,799.48 to a UAE bank account. The 

payment to the UAE account was questioned by CBSL Finance Department officials in 

email trail 2.  

 

While the revised payment to the US bank account on 28 November 2025 was completed, 

the payment to the UAE account on 17 December 2025 was rejected by the intermediary 

bank. The funds were returned to CBSL on 13 January 2026.  
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5 A@erd.gov.lk   →   Z@exportfinanceau.com 

7 Jan 2026 

Mentioned that the funds had not been returned to CBSL according to an email 

forwarded by the PDMO. 

 

6 Z@exportfinanceau.com   →   A@erd.gov.lk 

14 Jan 2026 

Requested a follow-up regarding a payment against an invoice which was 

requested to be returned from the intermediary bank. Mentioned the possibility of 

activating additional interest if the payment was delayed further.  

 

7 A@erd.gov.lk   →   Z@exportfinanceau.com 

14 Jan 2026 

Mentioned that the CBSL had confirmed that the funds had been returned. It was 

accordingly instructed to reissue the invoice.  

 

8 Z@exportfinanceau.com   →  A@erd.gov.lk   

15th Jan 2026 

Sent revised invoices. 

 

The USD 997,799.48, which had failed in two earlier payment attempts, was successfully 

paid to a US bank account on 20 January 2026. 

 

In the meantime, a second set of repayments due in January 2026 to Export Finance 

Australia were also processed and paid successfully on 5 January 2026.  

 

9 F@erd.gov.lk  →  Z@exportfinanceau.com 

22 Dec 2025 

Requested five invoices due 5 January 2026. 

  

10 Z@exportfinanceau.com  →  F@erd.gov.lk 

23 Dec 2025 

Sent the five invoices for an interest payment due 5 January 2026 for five bilateral 

agreements. 
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Email trail 2 is between PDMO and CBSL officials on 26 November 2025 following 

the return of funds on a payment intended for Export Finance Australia. 

 

1 D@cbsl.lk  →  an email address of an employee of the Finance Department 

(CBSL) 

26 Nov 2025 

The email received from the PDMO was forwarded to the Finance Department (FD) 

of the CBSL (FD-CBSL), stating that the revised loan repayment instructions were 

received from lender, including a payment to a new beneficiary in the UAE. Approval 

and guidance were requested on whether the payment could be made and whether 

an intermediary bank was required.  

  

2 The email address of an employee of the Finance Department (CBSL) 

→  D@cbsl.lk 

26 Nov 2025 

The FD-CBSL replied to the above email, mentioning that the beneficiary address 

was not the address of Export Finance Australia and that this could cause another 

rejection of payment by beneficiary bank, including anti-money laundering 

concerns. They gave instructions to communicate with the lender to reconfirm 

account details for repayment.  

  

3 D@cbsl.lk  →  G@pdmo.gov.lk 

26 Nov 2025 

The relevant officer of the PDD-CBSL informed the PDMO that the FD-CBSL had 

raised their concern regarding the invoice to be paid to the UAE account and 

informed the PDMO to take necessary action.  

 

Email trail 3 is between purported email addresses of ERD and Lender in the period 

from 25 November 2025 to 23 March 2026 

 

1 A@erd.gov.lk   →   Z@exportfinance.gov.au 

25 Nov 2025 

Explained that the funds were returned due to an incorrect beneficiary and asked 

that the updated invoices be sent to the relevant officer of the ERD. 
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2 Z@exportfinance.gov.au   →   A@erd.gov.lk & B@erd.gov.lk 

26 Nov 2025 

Sent the revised invoices with corrected bank details. 

  

3 B@erd.gov.lk   →   Z@exportfinance.gov.au 

27 Nov 2025 

Confirmed that the bank details were received correctly. 

  

4 Z@exportfinance.gov.au   →   B@erd.gov.lk 

3 – 16 Dec 2025 

The lender asked for the expected date on which payment is to be made.  

   

5 B@erd.gov.lk   →   Z@exportfinance.gov.au 

19 Dec 2025 

In response, the ERD officer stated that the payment was expected to be remitted 

in the first week of January. The delay was attributed to resource constraints 

resulting from cyclone Ditwah, and requested that all invoices due by 5th January 

2026 under the bilateral agreements be forwarded in the meantime.   

 

6 Z@exportfinance.gov.au   →   B@erd.gov.lk 

23 Dec 2025 

Sent the five invoices due on 5th January 2026. 

  

7 Z@exportfinance.gov.au   →   B@erd.gov.lk 

12 – 20 Jan 2026 

Emails in this period requested an update on the payment of all outstanding 

invoices, with a warning given on 20 January about having to escalate the issue of 

overdue payments to the Board of Directors. 

   

8 B@erd.gov.lk  →   Z@exportfinance.gov.au 

20 Jan 2026 

In response, the ERD officer assured that the PDMO and the Cabinet would reach a 

resolution on how to proceed with Export Finance Australia ‘s delayed payment by 

2 February. 
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9 A@erd.gov.lk   →   Z@exportfinance.gov.au 

2 Feb 2026 

A detailed email providing an alleged Cabinet-approved timeline for settlement of 

the overdue payments.  

5 invoices due 15 Nov 2025, to be paid 16 Mar 2026  ·  5 invoices due 5 Jan 2026, to 

be paid 6 Apr 2026 

  

10 Z@exportfinance.gov.au   →   A@erd.gov.lk 

16 Feb 2026 

The above payment schedule was accepted. 

  

11 Z@exportfinance.gov.au   →   A@erd.gov.lk 

19 Feb 2026 

Confirmed the total amounts rescheduled for payment. 

USD 2,089,640.99 due 16 Mar 2026  ·  USD 420,211.96 due 6 Apr 2026 

 

12 B@erd.gov.lk   →   Z@exportfinance.gov.au 

14th – 16th March 2026 

Mentioned that the payment was being processed and asked for time until Friday 

20th March for a comprehensive disbursement update. 

 

13 B@erd.gov.lk   →   Z@exportfinance.gov.au  

15th–16th March  

Lender continued to request payment updates  

 

14 Z@exportfinance.gov.au   →   B@erd.gov.lk + A@erd.gov.lk 

21 Mar 2026 

Complains about non-receipt of repayment according to the new schedule. 

 

15 A@erd.gov.lk   →   varied ERD officials 

23 March 2026 

Notices that there are emails from three different lender email addresses for the 

same contact point. 
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This final email appears to be the point at which the ERD officials come to the realisation 

that there is an issue with the debt repayments to Export Finance Australia, leading to the 

subsequent actions and investigations. 

  

On 24 March, the DG-ERD wrote to SL-CERT about the missing payments referring to 

previous letters regarding suspected cybercrime on 9 January 2026 and 7 March 2026.  

DG-ERD also wrote to the Financial Investigation Unit (FIU) on 3 April 2026 with details, 

in reply to the FIU’s request for information on the matter under the FTRA.  

 

On 24 March 2026, a Technical Investigation Committee was appointed to investigate the 

“Risk of Fraudulent Payment Instructions Received via Email and the Missing Payment 

made to Australia”. The Committee comprised of the Deputy Secretary to the Treasury 

(DST) A.N. Hapugala, DST S.S. Mudalige, DG of the National Planning Department (NPD) 

K.T.I. Premaratna, Additional DG Legal Affairs A.K.D.D.D. Arandara, and Assistant Director 

of the Department of IT Management E.D. Shirantha. They submitted their report on 10 

April 2026. Based on this report’s findings, four employees were suspended on 17 April 

2026. 

 

An important point to note is that COPF found that there was no regular delegation of 

authority within MoF with regards to the responsibilities of debt repayments as per the 

existing Financial Regulations 135. In response to COPF inquiry on this following the 30 

April 2026 discussion, the Secretary to Treasury responded in a letter dated 23 June 2026 

that the debt repayments process has not historically fallen within the existing Financial 

Regulations as it is not a discretionary expenditure item.9 The final payment 

authorization within MoF has historically been done by Director with authority over the 

Debt Servicing function, at ERD and now PDMO, without any verification process by more 

senior officials, highlighting weak internal controls.  

 

5. Measures taken by the Ministry of Finance to improve 

processes following the series of incidents 

According the MoF report, several measures were by the Ministry following the series of 

incidents to reduce the risk of recurrence and to improve the external debt repayments 

process.10 The following is a summary of the key measures taken: 

 

• PDMO fully taking over the lender coordination function on debt service from ERD. 

• Establish formal lines of communication with relevant lenders, including through 

diplomatic channels, to ensure effective verification of information submitted by 

lenders through at least two channels.  

 
9 Annex 9 - Letter to COPF from Secretary to the Treasury on the delegation of authority for debt 
repayment functions dated 23 June 2026 
10 Detailed description of actions taken by the Ministry are presented in Annex 2 
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• At least 10-days prior to the first payment, the monthly debt service forecast is 

submitted to the ST for payment approval.  

• Treasury Operations Department (ToD) has been formally brought into the 

verification process, and it authorizes allocation for monthly debt repayments from 

the consolidated fund accounts it manages only if the correct details are clear in the 

verification process.  

•  Restrictions to overwriting existing bank details in the NRM system without proper 

authorization and verification.  

• Assistance from Ministry of Digital Economy, including SL-CERT and NCSOC, is being 

utilized for strengthening cybersecurity of the MoF overall, and addressing the 

identified shortfalls in the ERD IT systems.  

 

These measures pertain to establishing and strengthening internal controls and ensuring 

basic cybersecurity within the Ministry of Finance.  

 

They should have been in place as a baseline. The recent incident has underscored the 

critical importance of implementing these essential core measures.  
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6. Differing views of CBSL and MoF on the responsibilities of 

CBSL within the foreign debt repayment process 

The CBSL provided two reports in response to the initial report of MoF, following differing 

views raised during discussions on 8 June 2026 with regards to CBSL’s responsibility 

within the foreign debt repayment process and in the transition of the PDMO. The 

Committee sought further clarification from the Attorney General on specific matters in 

relation to the CBSL’s responsibilities.  

 

The Ministry of Finance was of the view that the CBSL should have been more vigilant and 

taken proactive measures with regards to AML concerns under the FTRA. CBSL was of the 

view that there was no legal responsibility under the FTRA for its role as banker to the 

government.  The Committee explored this contention in depth and sought the advice of 

the Attorney General’s Department. The AG’s legal interpretation on the current status 

quo is largely in line with the CBSL’s view. But it acknowledges that policy decisions can 

be taken to establish future responsibility.  

 

The MoF was of the view that during the period in which the PDMO officials created the 

SSIs for the repayments on fraudulent invoices in November 2025, PDD-CBSL officials 

continued to oversee the process. CBSL took the view that it’s Public Debt Department 

had completed the transition of the NRM System and the creation of SSIs to the PDMO 

officials by 24 October 2025, leaving CBSL without any responsibilities when the 

fraudulent transactions occurred in November 2025.  

 

The MoF explained that PDMO staff did not have a proper understanding of international 

fund transfer processes and AML concerns, which limited their ability to act upon limited 

information provided by CBSL staff on such matters. The CBSL’s explanation took the view 

that when internal controls within the MoF for payment verification are dysfunctional, 

the CBSL cannot ensure verification through its payments process, acknowledging that 

even the CBSL PDD would have failed to prevent a fraud linked to cybercrime in such a 

scenario.  

 

The Attorney General’s opinion, provided in letter dated 25 June 2026, highlighted that 

once a function had been properly handed over from CBSL PDD to the PDMO, the 

responsibility over that function would thereafter be that of PDMO.  
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7. Conclusions 

I. A fraud linked to cybercrime has clearly taken place. USD 2.5m of public funds has 

been stolen. The law enforcement process, including criminal investigation, must 

determine whether there had been any internal collusion within the relevant 

agencies in perpetrating this fraud linked to cybercrime. This will confirm whether 

the relevant officials were only ignorant, incompetent, and negligent in their 

actions. 

  

II. COPF’s mandate is to consider the investigation of the fraud linked to cybercrime 

from the perspective of its oversight function; to determine what public finance 

management lapses exacerbated the risks across governance, procedural, and 

operational aspects.  

 

a. At the overall governance level, senior officials at the level of Secretary to 

Treasury and Governor of the Central Bank bear responsibility for several 

lapses.  

i. The Secretary to Treasury and Governor of CBSL could have avoided 

disagreements on responsibility for the effective transition had 

there been an ex-ante MoU that provided terms of reference to guide 

the 18-month transition to the newly established PDMO. That would 

have contained the KPIs to ascertain whether adequate training was 

received and the exact timeline to be followed. While the Committee 

cannot establish a direct link between the lack of an MOU and the 

occurrence of this incident, it believes that formalizing such an 

agreement would have clarified the responsibilities of all officials 

involved during the period, potentially preventing the event. 

 

ii. Earlier in 2026, COPF requested, prior to any knowledge of the fraud 

linked to cybercrime, to hold a discussion on coordination 

mechanisms between MoF and CBSL inter alia in external debt 

repayment. In response to this request, in a co-signed letter to COPF 

dated 4 April 2026, both the Secretary Treasury and Governor of 

CBSL gave assurances that the existing mechanisms for 

coordination were adequate.11 However, in hindsight, it is clear that 

there was significant space for improvement in the coordination, 

including in the debt repayment transition process. 

 

iii. The Secretary to Treasury has submitted to COPF by letter dated 23 

June 2026 that no regular delegation of functions of the debt 

 
11 Annex 10 - Letter to COPF co-signed by Secretary to the Treasury and Governor of CBSL on adequacy of 
Treasury-CBSL coordination mechanisms dated 04 April 2026 
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repayment process exists within MoF and that such does not 

currently fall within financial regulations as it is not a discretionary 

spending item. This highlights the importance of reviewing and 

updating the financial regulations governing public finance. This 

clearly demonstrates the need for an immediate review and 

updating of the financial regulations that govern the public finance 

processes and a deeper look at the debt repayment process.  

 

b. At the procedural level, the Directors General of the ERD and PDMO have 

displayed an absolute dereliction of duty on several aspects. 

i. They failed to establish a practice of adequate internal controls in 

the verification of lender invoices against loan agreements and also 

ensure verified channels of communication. If these simple tasks 

were done correctly, it is certain that this fraud linked to cybercrime 

could have been avoided.  

ii. They failed to ensure crucial IT systems were adequately updated 

and properly functional.  

 

c. At an operational level, mid-level employees of the ERD, PDMO and PDD 

were negligent and failed to ensure that good judgement was utilized in 

their duties. This includes the following: 

i. ERD officials did not ensure consistency in the domains of the email 

addresses they communicated with.  

ii. ERD officials did not have counterparts from the PDMO copied 

(CCed) in email communications with lenders while the transition 

was underway.  

iii. ERD’s IT officers did not ensure robustness of their IT systems. 

iv. CBSL-PDD officials did not escalate the possible AML concerns 

raised by its Finance Department due to such being flagged 

repeatedly by its foreign correspondent bank in November 2025 to 

senior officials of PDMO, despite them being aware of the 

inexperience of the transitioning PDMO team.  

 

III. This report finds system-wide failures in the debt repayment process resulting in 

repeated fraudulent transactions taking place over an extended period of time 

during the transition. However, the Committee has been informed of the 

suspension of only four mid-level employees of the Ministry of Finance for 

operational lapses linked to this fraud linked to cybercrime. The sudden death of 

one of these four employees is indeed most unfortunate. If personal responsibility 

is to be factored in, it should be done according to the outcome of ongoing criminal 

investigations given the findings of this report.  
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IV. Institutional measures taken by the Ministry of Finance following the fraud linked 

to cybercrime, to prevent recurrence and reduce future risks, are baseline 

measures of internal control and cybersecurity that ought to have existed for the 

foreign debt repayment process as a matter of fact. This once again highlights the 

lapses across governance, procedural, and operational aspects.  

 
V. The series of incidents also caused arrears to Export Finance Australia requiring 

the Government to urgently make the due payments.   

 

8. Recommendations 

Based on the findings in this report the Committee on Public Finance proposes the 

following recommendations upon submission to Parliament: 

 

1. Hon Speaker and the Ministry of Finance, Planning and Economic Development to 

take necessary and sufficient steps for appropriate investigative action based on 

the conclusions of this report.  

 

2. Hon Speaker to direct the National Audit Office to conduct a special audit of the 

entire foreign debt repayments process.  

 

3. The Ministry of Finance, Planning and Economic Development to explore 

possibility of recovering at least part of the losses, under FR 105, if any officials 

are found to be responsible following the completion of investigations.  

 

4. The Ministry of Finance, Planning and Economic Development to expediate the 

introduction of revised financial regulations under the PFM Act, including those 

applicable to the debt management processes. These revised regulations to be 

implemented within three months. There is a need to permanently strengthen 

internal controls, particularly those surrounding the verification of lender invoices 

against loan agreements and approved communication channels. Implementing 

these standard checks is essential to averting similar incidents in the future.  

 

5. The Ministry of Finance, Planning and Economic Development to obtain the 

services of an independent, competent, external party to provide a comprehensive 

assessment of the existing public debt management and debt repayments process. 

 

6. The Ministry of Finance, Planning and Economic Development to set up a secure 

database for lender information in collaboration with the Ministry of Digital 

Economy.  
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7. The Ministry of Finance, Planning and Economic Development to immediately 

attend to the discussions on arrears payments with Export Finance Australia. 

 

8. The Ministry of Finance, Planning and Economic Development to consider having 

the IT systems of all its departments being overseen by the ministry’s Department 

of Information Technology Management.  

 

9. The Ministry of Digital Economy to take responsibility to ensure implementation 

of SL-CERT recommendations on IT and cybersecurity systems of state 

institutions, ascertaining greater attention is directed towards keeping critical IT 

systems adequately updated and operational.  

 

10. The Government to consider necessary amendments to the Financial Transactions 

Reporting Act in terms of the provisions concerning CBSL’s responsibilities in 

carrying out its functions as banker to the Government.   

 

11. Beyond the specific recommendations above pertaining to this fraud linked to 

cybercrime, the Government should introduce a comprehensive whistleblower 

policy for the public sector.   
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Report of the Committee on Public Finance on the Fraudulent Foreign Debt 
Repayment Transaction of US Dollars 2.5 Million 
 
During a closed-door discussion at the Committee on Public Finance on 30 April 2026, 
the Ministry of Finance, Planning and Economic Development admitted that a fraudulent 
transaction had occurred, affecting ten payments amounting to approximately USD 2.5 
million 
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Background 
 

• Following the enactment of the Public Debt Management Act, No. 33 of 2024 
(PDMA) in June 2024, the institutional transition of public debt management to 
the Public Debt Management Office (PDMO) has been ongoing since late-2024. 
This involved centralizing the responsibilities spread across Public Debt 
Department (PDD) of the Central Bank of Sri Lanka (CBSL), External Resources 
Department (ERD) of the Ministry of Finance, Planning and Economic 
Development (Ministry of Finance/ MoF), and the Public Enterprises Department 
(PED) of the MoF. 
 

• Transition of functions from the CBSL’s PDD to PDMO was completed by late-2025, 
leading to the closure of PDD in January 2026. While most functions of ERD have 
been transitioned to PDMO, ERD continues to be involved in negotiating and 
executing bilateral and multilateral borrowings alongside the PDMO.  
 

• The PDMO is structured into the Front Office, Middle Office, and Back Office. The 
Back Office handles the debt servicing function.  
 

 
 
 
 
Observations 
 
Timeline of Discovery: 
 

1. In mid-January 2026, the Ministry of Finance was alerted to suspicious cyber 
activity with regard to its foreign debt repayment process involving a bilateral 
creditor country – alluded to being India. Based on this, the MoF took measures, 
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including informing the Sri Lanka Computer Emergency Readiness Team 
(SLCERT) and the Cyber Security Division of the Sri Lanka Police. 
 

2. In March 2026, following inquiries made by the MoF as well, Australian authorities 
reported of non-receipt of debt repayments due in the third quarter of 2025 to 
Export Finance Australia.1 This discovery led to the filing of complaints with the 
Criminal Investigation Department (CID) of Police and the Financial Intelligence 
Unit (FIU) of the CBSL within stipulated time periods, in line with Financial 
Regulations (FR) and the Financial Transactions Reporting Act, No. 6 of 2006.  

 
3. What is currently under investigation are 10 transactions made in the September 

2025 to January 2026 period for an amount of around USD 2.5 million. The 
investigation involves multiple different jurisdictions, not just Sri Lanka and 
Australia.  
 

4. On the Committee’s questioning the Secretary to Treasury stated that necessary 
steps for internal inquiry under FR 104 have been taken, which eventually led to 
the temporary interdiction of four officials. Under FR 104, a preliminary report 
ought to have compiled within 7 days of the discovery of fraud and a final report 
compiled within three months of discovery. Similar questioning confirmed the 
filing of complaints with the FIU, in line with the Financial Transactions Reporting 
Act, No. 6 of 2006.   
 

5. The Committee reiterated the role of Parliament through the Committee on Public 
Finance (CoPF) as the only oversight body with a specified mandate to examine 
public debt and debt service under Standing Order 121(2), making this matter of 
primary relevance to the Committee.  

 
Institutional Processes: 
 

6. The September 2025 to January 2026 period coincided with the final phase of the 
transition of the debt management processes from the CBSL’s Public Debt 
Department (PDD) to the Public Debt Management Office (PDMO), before the 
closure of PDD in January 2026. This was done to be in line with the Public Debt 
Management Act No. 33 of 2024 and the expectations of the Central Bank of Sri 
Lanka Act, No. 16 of 2023, to remove CBSL from fiscal functions.  
 

7. CBSL officials stated that during the said period, two transactions with incomplete 
information were rejected for payment from their systems. The CBSL’s Finance 
Department had flagged at least one transaction’s information to the PDMO and 
PDD.  
 

8. Prior to the PDMO’s establishment, the External Resources Department (ERD) 
handled all functions related to the management of bilateral and multilateral debt. 
It received invoices from creditors for debt repayments, processed payment 

 
1 Official signing of bilateral debt restructuring between Australia and Sri Lanka was on 27th October 2025 
for about USD 39 million in debt outstanding; USD 20.4 million outstanding to Export Finance & Insurance 
Corporation of Australia and USD 18.7 million outstanding to ANZ Investment Bank Australia as of end-
2025 according to PDMO Q4-2025 Debt Bulletin.  
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instructions through its back office and forwarded those to the CBSL’s PDD. The 
PDD would confirm the payment instructions and forward it to the Finance 
Department of CBSL, which in turn would send confirmation for SWIFT transfers 
by the Payments Department of CBSL.  
 

9. With the establishment of PDMO, the ERD’s back-office functions were taken over 
by PDMO’s back office. But ERD continued to receive most of the payment invoices 
from creditors, which it would forward to the PDMO’s back office for processing. 
The committee was informed by PDMO that its back-office debt service function 
adopted the same processes and software systems used by CBSL PDD for the 
payment information confirmation process and sent the confirmed instructions to 
CBSL’s Finance Department. Until December 2025, CBSL PDD appears to have 
worked alongside PDMO to support the adoption of these processes.  
 

10. The debt service payment process is being carried out through a fully digitized 
process with no physical documentation and signatures, with delegation of 
authority to the relevant officials within the Ministry of Finance. Within this 
process it appears that the PDMO Back-Office Director in charge of the debt service 
function has the power to authorize all foreign debt service payments from the 
consolidated fund. 
 

11. The Treasury Operations Department (TOD), which is functionally responsible for 
cash flows from the consolidated fund, is copied on the debt service payment 
confirmation. But it is not required to confirm and provide final authorization of 
the payment.  
 

12. Varied Departments of the Ministry of Finance have different IT systems and 
service providers related to their specific functions, beyond the common systems 
such as ITMIS. 
 

13. The Committee questioned whether the delegation of authority from the Secretary 
to the Treasury to the necessary officials is done annually to enable the digital 
payments processes described above to be in line with FR 135 on the Delegation 
of Functions for Financial Control. The Secretary to the Treasury committed to 
submitting the necessary details in this regard to the Committee.  

 
14. The Committee was critical of several aspects of the institutional processes 

involved: 
 

a. Reiterated the repeated call from CoPF, going back to the initial approval of 
the PDM Act in May 2024, that the PDMO should ensure recruitment of 
officials with necessary expertise for effective centralization of debt 
management functions. 
 

b. The ability of a Director in the Back Office of PDMO to provide final payment 
approval for large debt repayments without verification from either more 
senior officials or from officials from another Department.  
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c. There was a lack of consistency amongst the institutions and officials 
involved on the confirmation of payment and balances of foreign debt. It 
appears that ERD continues to play a significant role in this function, 
despite the PDMA mandating the debt servicing and reporting function 
being fully moved to the PDMO.  

 
d. CBSL officials cannot absolve themselves of any responsibility for the issue. 

Until January 2026, the CBSL PDD was involved in supporting the PDMO’s 
functions and as the foreign reserves manager of the country ought to be 
vigilant of how the Treasury’s Foreign Currency Accounts held with the 
CBSL are utilized.  

 
Concerns on Public Financial Management: 
 

15. The Committee raised the question on whether this fraudulent transaction has put 
Sri Lanka in technical default to Australia due to non-payment of scheduled debt 
payments. The Secretary to the Treasury stated that he does not believe Sri Lanka 
to be in default to Australia as a result of this issue due to exhibiting willingness, 
ability, and making a payment on time (even though it was not received by the 
creditor). Input from international advisors who supported the debt restructuring 
process has been taken in this regard.  
 

16. The Committee inquired as to what measures have been taken to ensure that a 
similar issue does not recur. The Secretary to the Treasury stated that measures 
have been taken to strengthen the debt service payment process, especially the 
verification and authorization aspects, with CBSL support.  
 

17. The Committee made note of the fact that the Financial Regulations have not been 
consolidated and comprehensively updated since 1992. As a result, they are 
inadequate amidst the modern financial processes of the state and the new 
legislative instruments enacted in recent years. The Secretary to the Treasury 
stated that the updated financial regulations are being compiled and expected to 
be finalized in a matter of months.  
 

Recommendations: 
 

1. The Ministry of Finance shall submit a comprehensive report with a detailed 
timeline of events and actions taken so far, how and why the fraudulent transaction 
occurred, institutional issues identified, including the staff and technological 
capacity of institutions involved in debt management, and measures taken to 
prevent a recurrence within four weeks, before the end of May 2026. 
 

2. The Ministry of Finance shall submit documents confirming the delegation of 
authority of financial control that underlie the existing payments processes for all 
foreign debt repayments, alongside its comprehensive report.  
 

3. The Ministry of Finance shall ensure that the debt management functions have 
been fully transitioned to the PDMO as stated in the PDMA.  
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4. The Ministry of Finance shall consider cybersecurity as a fiscal risk, taking 
comprehensive action to prevent the recurrence of payment issues and data 
breaches that have become a regular occurrence across public institutions in 
recent years.  

 
5. The updated Financial Regulations being compiled to be in line with the Public 

Financial Management Act and the Public Debt Management Act shall be finalized 
and put to Parliamentary review as soon as possible.  
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Report of the Central Bank of Sri Lanka in response to the 

Report of the Ministry of Finance to the Committee on Public 

Finance on Alleged Fraudulent Foreign Debt Repayment 

Transaction of approximately USD 2.5mn 

 

This report is submitted at the request made by the Committee on Public Finance 

(COPF) at its meeting held on 08.06.2026. This report is limited in scope to the extent 

of addressing incorrect and incomplete information contained in the Report submitted 

by the Ministry of Finance (MOF) and the statements made at the COPF meeting on 08 

June 2026. This report shall be in addition to the comprehensive report filed of the 

same date by the Central Bank of Sri Lanka (CBSL) and shall not be construed as 

limiting, restricting or superseding the contents, findings, observations, or 

recommendations contained therein.  

 

15.06.2026 

  

Annexure 4
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1. Executive summary  

 

1.1. The diversion of the funds intended for a debt repayment to an Australian 

lender agency, into multiple accounts of criminal actors, is directly 

precipitated by tampered payment instructions been generated from the 

compromised email system at the Ministry of Finance (MOF).  

1.2. The enabling conditions that facilitated the said cyber theft arose from 

fundamental operational, governance, and process failures within the MOF. 

In particular, the officials entrusted with the critical responsibility of 

verifying and authenticating the accuracy of the payment instructions 

against the underlying loan documentation maintained by the External 

Resources Department (ERD) of the MOF failed to discharge their duties and 

functions. It is, therefore, evident that the compromise of the email system 

and the subsequent failure of the requisite verification controls by the MOF, 

enabled the fraudulent transactions to be executed unscrupulously. 

1.3.  The Finance Department (FD) of CBSL as the banker to the Government had 

executed the payment instructions authorized and provided by the MOF to 

effect payments of the Government. The duty and responsibility to submit 

valid, accurate, and complete payment instructions are vested in the MOF.  

1.4. CBSL has not at any time, whether at the time of existence of the Public Debt 

Department (PDD) or after the closure thereof, carried out any functions of 

the ERD of the MOF pertaining to external debt servicing. This is evident in 

the allocation of duties to the Public Debt Management Office (PDMO) 

through the Guidelines issued by H.E. the President. 

1.5. CBSL has, at all times, facilitated the smooth transition of functions carried 

out by the PDD of the CBSL to PDMO established in the MOF. 

Comprehensive, structured, and systematic training and assistance was 

given to the officers attached to the PDMO by the officers of CBSL. Having 

obtained the relevant training, PDMO officers started entering transaction 

details into the Non-Reserve Management (NRM) System to effect foreign 
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loan repayments from 13 October 2025 and creating Standard Settlement 

Instructions (SSIs) in the NRM System from 24 October 2025. Hence PDMO 

officers independently carried out both, SSI creation and transaction 

entering in the NRM system independently from 24 October 2025 using their 

own log-in credentials. Further, the training provided by PDD enabled the 

PDMO to independently carry out the auctions and issuance of domestic 

Treasury bills and Treasury bonds from the second week of December 2025, 

enabling PDMO to carry out independently all operations previously carried 

out by PDD from this date.  

1.6. The evidence demonstrates that the root cause of the incident was totally 

outside of the CBSL and lays in the failure of ERD of MOF to properly and 

clearly transfer to PDMO the relevant knowledge and the responsibility of 

verifying the account details of the Payment Invoice with relevant source 

documents, prior to authorizing the Payment Invoice to effect the payment. 

This function was never a responsibility of PDD of CBSL. This failure of the 

governance framework within the MOF led to the failure to detect and 

prevent the submission of fraudulent payment instructions to PDMO 

officers who were creating SSIs in the NRM System, thereby allowing the 

diversion of public funds to fraudulent accounts. The creation of new SSIs 

of the fraudulent transactions by PDMO officers occurred just one month 

after the new loan agreements entered into between the lender (Export 

Finance Australia) and the MOF which was on 27 October 2025.  

1.7. In essence, the cyber theft was not enabled by the processing of the payment 

by CBSL, training given by PDD to PDMO officers, or by any activity or 

function carried out by the CBSL, but by the breakdown of the fundamental 

verification safeguards within the MOF, which allowed a fraudulent 

payment instruction to be treated as an authentic instruction of the lender.  
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2. Responses of the CBSL to the MOF statements quoted in the boxes below: 

2.1. Question No.01 - 1.1 Detailed timeline of the events and actions taken so far by 

Ministry of Finance, Planning and Economic Development  

2.1.1. Background information  

(i) Bullet point 4 on page 2 

MOF stated….“Then, a simultaneous process was commenced to train the newly recruited 

PDMO officials at the CBSL, under their supervision, from March to December 2025, under 

the direct supervision, the guidance of the PDD, CBSL officers, at the CBSL premises. From 

mid-October to December 2025, PDMO officials were allowed to work in the CBSL systems 

under their guidance and direct supervision. In this arrangement, the approval process and 

the regulatory framework of the CBSL were followed.” 

 
The above statement is factually incorrect. 

There was no direct supervisory involvement or any role for the CBSL to perform, 

with respect to entering transactions in the NRM System from 13 October 2025 

onwards and with respect to creation of SSIs in the NRM System from 24 October  

2025 onwards whereas those functions, (which entailed entering, verification and 

authorization) were carried out by the officials of the PDMO as evidenced by the NRM 

System logs. However, officials of PDD remained available to provide assistance and 

clarifications to PDMO officials whenever such assistance was requested. Therefore, 

any suggestion that CBSL continued to exercise supervisory control or bore 

responsibility for authorization or approval of activities undertaken within the NRM 

System in relation to external debt repayments after 24 October  2025 by the PDMO 

officers is factually incorrect.  
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(ii) Bullet point 5 on page 2 

MOF stated ……Subsequently, MOF noted that the CBSL had closed the functions of PDD 

from 1st January 2026.  

 
The above statement is misleading. 

The closure of PDD of CBSL took place following the full operationalization of the 

PDMO of the MOF in December 2025. As recognized in the Memorandum of 

Understanding (MoU) between CBSL and MOF, “the PDMO has taken over all related 

functions, responsibilities, and the authorities in issuing government securities and debt 

servicing since 1st December 2025 from the Public Debt Department of CBSL.”1 

Accordingly, upon the transfer of debt management and servicing functions to the 

PDMO, there were no further functions or responsibilities relating to debt servicing 

being performed by the PDD of CBSL. Consequently, following the completion of the 

internal administrative procedures, the officers attached to the PDD were assigned to 

other departments of CBSL in order to ensure the effective utilization and deployment 

of the Bank’s human resources. 

 
Nevertheless, as further recognized in the aforesaid MoU, “Subject to service exigencies 

at their respective CBSL attachments, officers attached to the front and middle office of PDD, 

at the time of its cessation, shall continue to assist the PDMO on an as needed basis. This 

arrangement remains effective until the conclusion of the 18-month transition period, which 

commenced on 25 November 2024.  

 
Therefore, closure of the PDD as an administrative arrangement, and posting of the 

staff in PDD to other departments of the CBSL, were effected consequent to the PDMO 

becoming fully operationalized and the transfer of the relevant functions and 

responsibilities to the said Office as evidenced by the attached documents including 

the recitals in the MOU referred to above (Annex 1).  An event to mark the official 

 
1 See reverse of page 58, paragraph 3 second sentence of the Report submitted to COPF by MOF 
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closure of the PDD was held on 29 December 2025 which was attended by a Deputy 

Secretary to the Treasury and Director General of PDMO. 

 

2.1.2 Brief of the Events Occurred 

(i) Item  No. ( c ) on page 4  

MOF stated …..“After making an attempt to make the payment to the above bank in UAE, 

the payment had been rejected by the intermediary bank. Then the CBSL has informed PDMO, 

in the email trail exchange between the CBSL and the PDMO), that since the beneficiary 

address is different and located in a different State, it will be a matter regarding Anti-Money 

Laundering (AML).”   

 

The above statement is factually incorrect.2  

With regard to the reference to the term “AML” in the same paragraph, the concerns 

raised by the officials of the Finance Department (FD) of CBSL in relation to the 

particular payment were based on the due diligence considerations applicable to the 

scrutiny of the transaction by the intermediary and/or beneficiary bank as part of 

their respective compliance processes. Accordingly, the observations made by the 

CBSL officer are premised on the potential perception or requirements of the 

beneficiary bank in fulfilling its AML compliance obligations, rather than any 

suspicion of money laundering arising on the part of CBSL in relation to an authorised 

invoice submitted by the MOF. 

 
In this regard, the CBSL officers advised the MOF “to communicate with lender to obtain 

the account details of Export Finance Australia for repayment of foreign loan successfully 

without being returned.” It is, therefore, of significant concern that, instead of obtaining 

confirmation of the relevant account details directly from the legitimate lender, the 

MOF proceeded to seek such information from the fraudulent source.  

 
2 The sequence of events stated in the paragraph is also incorrect. It will be explained in detail in the 
comprehensive report.   
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It is unfortunate that the precautionary measure raised by CBSL was not acted upon 

by the MOF through direct verification with the legitimate lender; instead, reliance 

was placed on the fraudulent source. 

 

(ii) Item  No. ( e ) on page 4  

MOF stated ……“The invoice amounting to US $ 997,799.48, which was rejected 3 times, 

was paid into the same beneficiary account in TD Bank on 20th January 2026” 

 

The above statement is factually incorrect. 

During the processing of the payments mentioned, only one payment (LR902) has 

been returned by the beneficiary’s bank, and another payment (LR913) has been 

recalled as requested by the lender through MOF. Therefore, the claim that the 

payments have got rejected three times is inaccurate. Accordingly, the assertion that 

the payments were repeatedly rejected three times has no factual basis and appears 

as an attempt of misrepresentation of events, rather than an accurate reflection of the 

actual payment processing history. 

 

(iii) Item No. (f) of page 4  

MOF stated…..All of these payments were made to the TD Bank for the SSI created in the 

NRM system on 15th November 2025, during the training period at PDD, CBSL, by PDMO 

officials, under direct supervision, and approval process of CBSL 

 

The above statement is factually incorrect.  

This SSI was created by the PDMO officials after completion of the training given on 

NRM activities and after the elapse of one full month from the date on which access 

to the NRM System had been provided to the PDMO officers, i.e. 13 October  2025.  In 

fact, four SSIs have been created by the PDMO officers and seven transactions have 

been carried out, prior to the creation of the contentious SSIs in relation to the 



8 
 

Australian lender commencing 14 November 2025. This clearly demonstrates the 

effectiveness of the training and assistance provided by CBSL and confirms that 

PDMO officers had acquired the requisite knowledge and operational capability to 

independently perform their assigned functions. Furthermore, as evident by the 

system logs maintained by the CBSL (Annex 2), the activities related to creation of 

SSIs and entering transactions on the NRM System, have all been carried out by 

PDMO including entry, verification and authorization functions. At no stage was 

there any supervisory, approval, or intervention role exercised by CBSL in relation to 

these functions, as such functions had been fully transitioned to and were being 

independently performed by PDMO.  

 

Therefore, the facts unequivocally demonstrate that the relevant functions had been 

fully transitioned to PDMO and were independently performed by its officers; any 

attempt to attribute responsibility to CBSL for processes that were exclusively within 

the operational control of PDMO would be inconsistent with the actual sequence of 

events and the evidence available. We further wish to point out that even though the 

report states that the SSI was created on 15 November 2025, a transaction had already 

been completed on 14 November 2025 using the same SSI created by PDMO officers 

on 14 November  2025.  
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(iv) Last paragraph on page 4  

MOF stated…..“It is observed that although the CBSL maintains that it acts solely as the 

banker to the government, the Ministry of Finance (MOF) is of the view that adequate 

attention does not appear to have been accorded to transactions, carrying potential Anti-

Money Laundering (AML) implications, notwithstanding that such transactions had 

reportedly being identified by CBSL. In this context, the MOF further notes that despite 

functioning as the Government's banker, the CBSL has stated in its letter dated 20 May 2026 

that the provisions of the Financial Transactions Reporting Act No. 6 of 2006 are not 

applicable to the CBSL. This position on dealing with AML concerns noted by CBSL, and the 

manner it was dealt raises concerns regarding the adequacy of regulatory oversight, internal 

compliance responsibilities, and the extent of accountability in relation to transactions 

identified as involving potential AML risks.” 

 

The above statement contains a legally untenable interpretation 

It is reiterated that in foreign debt servicing, the function performed by the CBSL is 

strictly limited to the role of the banker to the Government. While discharging its duties 

diligently, CBSL has always paid due attention to the completion of Government external 

debt service payments on time, without any delay or disturbance. Observations made by 

the CBSL officers from this perspective should not be construed as partial performance 

of AML related activities. It is emphasized that within the provisions of the Financial 

Transactions Reporting Act, No. 6 of 2006 (FTRA), or the Central Bank of Sri Lanka Act, 

No. 16 of 2023 (CBSL Act), there is no responsibility whatsoever for the CBSL, in the 

capacity of the banker to the Government, to exercise reporting requirements under the 

FTRA.  

 
In such circumstances, any failure by the MOF, as the payment initiating party, to exercise 

the requisite due diligence cannot be attributed to CBSL or remedied by making 

unfounded allegations against CBSL, particularly where the responsibility for the 

accuracy and authenticity of the payment instructions rested with the MOF. 
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2.1.3 How and Why the Fraudulent Transaction Occurred 

(i) Bullet 4- Pg 7 

MOF stated……“The incident occurred during period when PDMO officials were working 

under the guidance and supervision of PDD officials of CBSL, under their approval process by 

using their operational platforms.” 

 

The above statement is factually incorrect.  

The incident in question arose from the failure of the responsible officers of the MOF 

to exercise the most fundamental verification and due diligence measures expected in 

relation to an external debt repayment transaction. The said officers of MOF had not 

identified the fraudulent email communication and, more critically, failed to 

authenticate the accuracy of the account details against the underlying debt 

agreement entered into with the Australian lender, which had been executed on 27 

October 2025, less than one month prior, to the receipt of the Payment Invoices from 

the lender on 13 November  2025. 

 
It is of particular significance that this failure occurred at the stage of initiation and 

validation of the payment instructions at the MOF, well before any creation of SSIs or 

entry of transaction details into the NRM System. Therefore, any attempt to attribute 

responsibility to processes or functions within the NRM System, or to CBSL officers 

who were earlier associated with such NRM processes, is fundamentally misplaced 

and unsupported by the sequence of events, since the  incident occurred due to the 

negligence of the MOF officers who had the responsibility to verify the details of the 

Payment Invoice they received from the lender and failed to effectively carry out that 

activity.   
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(ii) Bullet 5 – Pg.7 

 MOF stated ….“The newly recruited officials of PDMO may not have possessed adequate 

expertise on banking operations, particularly in relation to the international fund transfer 

mechanisms, Anti-Money laundering activities, and international financial frauds associated 

with cybercrimes. In this context, employees of the view that it was reasonably expected, that 

the CBSL, in its capacity as the banker to the Government, and the regulator of the banking 

sector, would continue to discharge its banking and supervisory responsibilities in a manner 

consists with the spirits and objectives of the Financial Transaction Reporting Act, No. 6 of 

2006.” 

 

The above statement is untenable. 

The attempt to associate CBSL’s regulatory, supervisory, banking, or Financial 

Intelligence Unit (FIU) functions with an incident originating from the failure of 

internal controls at loan desks of the MOF reflects a fundamental misunderstanding 

or misrepresentation of institutional mandates and accountability structures. The root 

cause of the incident lies within the processes and responsibilities of the institution 

that is originating the payment instruction, and the responsibilities for same cannot 

be displaced onto an institution performing entirely separate statutory functions. It is 

pertinent to emphasis that the failure to verify the credentials of the actual payee has 

taken place exclusively within a function that has been carried out in the MOF both 

before and after the establishment of the PDMO. In those circumstances, any duty to 

train officers of PDMO in that specific area was squarely within the mandate of the 

MOF. In these circumstances, this statement exemplifies the lack of understanding on 

the part of the MOF, of the functions of different departments of CBSL, as well as the 

functions of MOF’s own departments, specifically, that of ERD and PDMO and the 

demarcation of their internal responsibilities with regard to external debt repayments.  
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2.1.4 Institutional Issues Identified 

(i) Bullet 1 Page 9 on Central Bank of Sri Lanka (CBSL)  

 

MOF stated……“It is observed that BO of PDD has not properly guided trainee PDMO 

officials to the use the account details of the beneficiary, which has been recorded in the NRM, 

instead has guided to change it based on the invoices received." 

 

The above statement is categorically denied.  

With regard to transactions for Export Finance Australia, PDMO has created four new 

SSIs in the NRM Systems, based on the account details on the invoices authorized by 

MOF. It is to be specifically highlighted that the NRM System merely facilitates the 

execution of authorized payment instructions received from MOF (having passed 

through the MOF’s internal processes). By design, the NRM System is not intended to 

replace or duplicate the verification responsibilities of the MOF. As stated above, the 

issue has arisen because MOF had failed and neglected to verify the contents of the 

said invoices so authorized by them, against the agreements. The training provided 

by PDD was only with regard to functions carried out by PDD, and it did not cover 

the verification functions carried out by MOF.  The critical failure was the absence of 

adequate verification at the point of origination of the payment instruction at the 

MOF.  
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2.1.5 Measures taken by Ministry of Finance to strengthen the External Debt 

Servicing Process 

(i) Bullet 2 page 10 on actions taken by ERD to strengthen the process and internal 

controls. 

MOF stated…..Restrict the override or amend the existing bank details recorded in the NRM 

without proper authorizations, and verified supporting documents. i.e. amendments to the loan 

agreements, letters from authorised officials from financial institutions, etc. (It was observed 

that this incident was occurred as a result of amendments and overwriting of existing 

records in the system during the period of the PDMO officials under the supervision 

of officials of the CBSL.) 

 

The above statement in parenthesis is categorically denied. 

With regard to transactions for Export Finance Australia, PDMO has created four new 

SSIs in the NRM Systems, based on the account details on the invoices authorized by 

MOF. Based on system logs, there was no amendment or overwriting of any single 

SSI already existing in the NRM system (Annex 2). We reiterate that the incident 

occurred because MOF had failed and neglected to carry out such verifications against 

the supporting documents, such as loan agreements, and amendments to the loan 

agreements which are available with the MOF.  

 

Accordingly, the critical failure did not occur at the stage of processing the payment 

instruction through the NRM System; it occurred at the very first line of defense, 

where the MOF had the responsibility and the necessary documentation to verify 

whether the instruction reflected a genuine contractual obligation. Once an 

unauthenticated instruction was authorized by the MOF, subsequent processing 

systems could not reasonably be expected to detect a defect that originated outside 

their operational mandate. 
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Hon (Dr.) Harsha de Silva, M.P.
Chairman of the Committee on Public Finance
Parliament of Sri Lanka
Sri |ayawardenepura Kotte

Honourable Chairman,

Re: Coordination between fiscal and monetary authorities

This refers to the letter dated L1 March 2025 from the Secretary to the Committee on

Public Finance (CoPF), addressed to the Govemor, under your direction, with a copy

to the Secretary to the Treasury. Accordingly, a meeting is scheduled on 07 AprrJ 2026

on "A policy-level discussion with the officials of the Ministry of Finance, Planning

and Economic Development (Mo$ and the CBSL to address concerns regarding

coordination between fiscal and monetary authorities".

In this context, we wish to present our observations on the existing framework and

current practices of coordination between the fiscal and monetary authorities.

From the 195G, following the establishment of the Cenkal Bank of Sri Lanka (CBSL),

a prudent coordination between fiscal authorities and CBSL was envisaged, with a

view to achieving the envisaged obiectives of fiscal and monetary policies. Over time,

however, the persistence of large fiscal deficits eroded the effectiveness of this

coordination and instead resulted in fiscd dominance of monetary policy. lncreased

reliance on monetary financing contributed to inflationary Pressures and extemal

imbalances, particularly when fiscal expansion exceeded the economy's absorptive

capacity. The macroeconomic challenges that culminated in 2022 brought the issue of

fiscal dominance sharply into focus and underscored the urgent need to ringfence

monetary policy from fiscal developments, thereby safegu.arding the operational
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independence of monetary policy as well as the focus of the Central Bank on price

stability and financial system stability.

Recognising the limitations of the Central Bank's independence and accountability,

coordination between the authorities, and previous monetary policy frameworks, the

Central Bank of Sri Lanka Act, No. 16 of 2023 (CBA) was enacted, in line with

intemational best practices, to strengthen Central Bank autonomy while ensuring

effective fiscal-monetary coordination mechanisms including following.

1. Coordinadon Council

Under the CBA, monetary-fiscal coordination has been structured in a more

meaningful maaner through the establishment of the Council for the Cootdination of

Fiscal, Monetary and Financial System Stability Policies (Coordination Council). The

Coordinadon Council serves as the formal plafform for information sharing and

dialegug between the Ministry of Finance, Hanning and Econorric Development

(MoF) and the CBSL on mactoeconomic developments, outlook, and risks. With the

Govemor of the Central Bank and the Secretary to the Treasury (ST) as members, the

Coordination Council brings together senior officials from both the fiscal authority

and the CBSL. Convening quarterly, it facilitates the exchange of relevant monetary

and fiscal informadoru thereby supporting more informed and coherent poliry

decision-making. As of now, ten quarterly meetings of the Coordination Council have

been held successfuJly since late 2023. Since of late, in line with the Coordination

Council neetings, technicallevel meetings are also held among relevant officials of

the fiscal and monetary authorities to facilitate the proceedings of the Coordination

Council meetings and further strengthen analytical engagement and operational

coordination betwem the CBSL and MoF.

2. Financial System Oversight Committee (FSOC)

The CBA provides effective inter-agency coordination in safeguarding financial

system stability tfuough the establishment of the FSOC under Section Z of the Act.

Chaired by the Govemor of the CBSL, the FSOC comprises senior officials of the CBSL,

a Deputy Secretary to the Treasury (DST) nominated by the ST, and the Chief

Executive Officers of the Insurance Regulatory Commission of Sri l,anka and the

securities and Exchange commission of sri Lanka. This multi-institutional

composition enables timely information sharing, policy dialogue and coordinated
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assessmefits of systemic risks within a macroprudential framework. Through the

FSOC, fiscal authorities, monetary authorities, and financial sector regulators engage

in structured collaboratioru thereby supporting coherent policy responses and

stengthening overall financial system stability.

3. Financial Sector Crisis Management Committee (FCMC)

Additionally, with a view to stengthening policy coordination between the CBSL and

MoF to enhance crisis preparedness and minimise spillover effects of the recent

economic crisis on the financial sector, the Financial Sector Crisis Management

Committee (FCMC) was established under the Banking (Special Provisions) Act, No.17

of 2023. The Comrrittee facilitated effective coordination anong relevant authorities

in addresdng emerging risks.

4. Public Debt Coordinating Committee (PDCC)

Meanwhile, in accordance with the Public Debt Management AcL No. 33 of 2O24

(PDMA), the public debt management functions previously undertaken by the CBSL

were progressively and successfully transferred to the Public Debt Management Office

(PDMO) established under the MoF. This transition was implemented in a phased and

well-coordinated manner, with the CBSL providing technical assistance, operational

support, and continuity arrangements to ensure the smooth transition of

responsibilities by the PDMO. With this trarsition, a Public Debt Coordinating

Committee (PDCC) has been established under the PDMA to suPPort alignmmt

between public debt management sbategies and broader macroeconomic policies.

Chafued loy a Deputy Secretary to the Treasury and comprising nine members,

including two representatives from the CBSL, the PDCC evaluates borrowing plans

and asseses domestic and intemational market conditions, thereby facilitating

ongoing fiscal-monetary coordination in the area of debt management while

preserving a clear separation of institutional decision-making responsibilities.

5. Intemational Monetary Funds Extended Fund Facility (IMF-EFF) Coordination

Consequently, Sri Lanka's earlier-than-anticipated recovery from the economic crisis

of 2O22 highlights the critical role that effective fiscal and monetary policy

coordinatbn has played in restoring macroeconomic stablity. Supported by the

Lrtemational Monetary Fund's Extended Fund Facility (IMF-EFF), the implementation

of well-coordinated fiscal flleasures, prudent monetary policy, and key structural
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reforms enabled the authorities to regain price stability, strengthen public finances,

and gradually revive economic activity. Close and constructive coordination between

MoF, other govemment institutions and CBSL was evidmt throughout IMF missions

and progrrmme review discussions, contributing to coherent policy formulation and

consistent implementation This coordinated policy approadr proved instrumental in

navigating a period of severe economic rlistsess and has contributed to placing the

economy on a more credible path towards long-term stability and sustainable growth.

5. Unified and credible potcy narrative approach

Effective fiscal and monetary policy coordination is further reinforced through close

and contirurous engagement between the Govemor of the CBSL and the ST on matters

of macroeconomic sigrr.ificance. On key economic poliry issuec both institutions

maintain regular communication and coordination to ensure consistmcy and

coherence in decjsion making. The CBSL and MoF also work collaboratively in

extemal engagements, including investor interactions, credit rating-related

discussions, and communications with intemational staleholders, presenting a

unified and credible policy narrative. In additioru the CBSL engages constructively, on

various matters where coordination is required, with other line ministries and public

sector institutions, reflecting a holistic approach to economic policy coordination

Importandy, during periods of heightened domestic or global uncertainty, zuch as US

Tariff policy change, extreme weather-related disruptions caused by Cyclone Ditwah

and evolving geopolitical teruions in the Middle East, well-coordinated policy

engagement between the Govemment and the Central Bark at the highest level was

evident to assess risks and implement timely policy resPonses, thereby safeguarding

macroeconomic stability and supporting economic resilience.

7. Close Coqdination between the Govemment and CBSL

Importandp as per the provisions of CBA, under the Flexible Inflation Targeting (FIT)

framework the inflation target is determined jointly by the Govemment and the

Central Bank following a thorough assessment, with a high degree of coordination

between the authorities. Furthermore, while the CBA places restrictions on direct

monetary financing, it provides for limited provisional advances to the Govemment

to manage short-term cash flow requirements at the beginning of the fiscal year.

However, with improved fiscal discipline and performance, the Govemment has not

invoked this provision since the enactment of the CBA in 2023. In addition to the
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above, provisioru exist to enable monetary financing under exceptional circumstances

such as global health emergency, subject to the approval of Parliament

ln conclusion, a well-structured and efficiently coordinated fiscal-monetary

ftamework is firnrly in place while strong and meaningful coordination between fiscal

and monetary authorities has been effective sirrce the enactment of the CBA while

respecting each othels scope and independence, enabling the authorities not only to

manage adverse shocks but also to maintain macroeconomic stability, enhance the

county's overall economic resilience, and foster sustainable and inclusive economic

growth.

We hope the matters intended to be discussed at the meeting scheduled for O7 Aptil

2026 on "A policy-level discussion with the officials of the Ministry of Finance,

Planning and Economic Development (MoF) and the CBSL to address concerrs

regarding coordination between fiscal and monetary authorities" are adequately

addressed through the provision of above information. Further, matters relating to

potcy are decided with the approval of the Members of the Cabinet as necessary and

once approved zudr policies are anyway presented to the COPF as per the relevant

provisions for applicable deliberations. Accordingly, given several well-functioning

mechanisms in already place to ensure effective & timely coordinatiorL we are of the

view that there are no such concems regarding coordination requiring deliberation at

this juncture.

Yours sincerely,

0O*l*t'-(
Dr. P Nandalal Weerasinghe

Governor and the Chairman of

the Governing Board

and the Monetay Policy Board

Central Bank of Sri Lanka

Dr. Suriyappenrma

Secretary to the Treasury

Ministry of Finance, Planning

and Economic Development
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