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Report of the Committee

The Committee on Public Finance at its meeting held on 215 July 2026 considered the following Regulations;

e Regulations under Section 20 read with Sections 4(1), 6 and 14 of the Imports and Exports
(Control) Act, No. 1 of 1969 as amended by Acts, No. 48 of 1985 and No. 28 of 1987 (Published
in the Gazette Extraordinary No. 2493/03 of 15th June 2026)

e Regulations under Section 20 read with Sections 4(1), and 14 of the Imports and Exports
(Control) Act, No. 1 of 1969 as amended by Acts, No. 48 of 1985 and No. 28 of 1987 (Published
in the Gazette Extraordinary No. 2493/39 of 18th June 2026)

(Presented to Parliament on 10" July 2026 and referred to the Committee)
Date Considered by the Committee: 215 July 2026 Time: 02.00 p.m.

Members of the Committee on Public Finance Present

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

Hon. Chathuranga Abeysinghe, M.P.,

Hon. Nishantha Jayaweera, M.P.,

Hon. Ravi Karunanayake, M.P.,

Hon. Harshana Rajakaruna, M.P.,

Hon. Shanakiyan Rajaputhiran Rasamanickam, M.P.,
Hon. Ajith Agalakada, M.P.,

Hon. Nimal Palihena, M.P.,

9. Hon. Chithral Fernando, Attorney at Law, M.P.,
10. Hon. Wijesiri Basnayake, M.P.,

11. Hon. Thilina Samarakoon, M.P.,

12. Hon. Champika Hettiarachchi, M.P.,

NGk~ WDN

e Regulations under Section 20 read with Sections 4(1), 6 and 14 of the Imports and Exports
(Control) Act, No. 1 of 1969 as amended by Acts, No. 48 of 1985 and No. 28 of 1987 (Published
in the Gazette Extraordinary No. 2493/03 of 15th June 2026)

Introduction

The goods for which an Export Control License is required for export were published in the Gazette
Extraordinary No. 2044/41 dated November 09, 2017. These goods include various metal-related items, such as
slag, ash, residues, scrap, and semi-finished products.

In the meantime, the Cabinet of Ministers, by Decision No. 26/0422/810/014 dated 30 March 2026, granted
approval to issue a Gazette requiring an Export Control License for the items specified under the Harmonized
System (HS) Codes set out in the Cabinet Memorandum titled "Prevention of Illegal Export of Scrap Metal
Products, Various Metal Replicas, and Metal Scrap under Various Harmonized System (HS) Codes," submitted
by the Minister of Industries and Entrepreneurship Development on February 27, 2026.

According to the said Cabinet Memorandum, it is mandatory to obtain an Export Control License for items
classified under fifteen (15) Harmonized System (HS) Codes. However, as four (04) headings; 84.07, 84.24,
84.29, and 84.32 and one (01) subheading 83.06 are included among those HS Codes, the total number of
Harmonized System (HS) Codes subject to the Export Control License requirement is fifty-five (55).

Accordingly, the Imports and Exports (Control) Regulations No. 05 of 2026, has been promulgated under the
Imports and Exports (Control) Act, No. 1 of 1969, and published in the Gazette Extraordinary No. 2493/03 dated
June 15, 2026, in order to give effect to the Cabinet decision.
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Observations of the Committee

The Committee observed the followings;

e The regulations require an Export Control License for scrap metal, slag, ash, and semi-finished metal
products. A total of 55 Harmonized System (HS) Codes were brought under license control to prevent
the illegal export of scrap metal that was being misused under various different codes.

e Approximately 400 SMEs dependent on brass, aluminum, cast iron, and steel as raw materials for import
substitution industries have faced severe shortages of scrap metal despite the 2004 Cabinet decision to
ensure subsidized supply, due to continued exports of such materials.

e Local SME industrialists, particularly in the brass, aluminum, cast iron, and steel sectors, have been
facing a severe shortage of raw materials because scrap metal was being misused and exported under
various different HS codes.

e The Industrial Development Board (IDB), which collects and processes scrap metal from government
entities, is currently able to meet only around 1% of the raw material demand of registered local
industries.

e Exporters were bypassing regulations by declaring scrap metal as "finished products" or "ornaments,"
such as large aluminum disks or non-standard vehicle stoppers, to avoid export restrictions.

e The Industrial Development Board intends to increase the supply of raw materials to local industrialists
to at least 25% of their current levels through these new licensing requirements.

e Regulations under Section 20 read with Sections 4(1), and 14 of the Imports and Exports
(Control) Act, No. 1 of 1969 as amended by Acts, No. 48 of 1985 and No. 28 of 1987 (Published
in the Gazette Extraordinary No. 2493/39 of 18th June 2026)

Introduction

The authorized methods of payment for international trade has been specified under the Imports and
Exports (Control) Act, No. 1 of 1969, by Gazette Extraordinary No. 1739/3 dated January 02, 2012. The Advance
Payment method is one of such methods of payment.

There, the Advance Payment method is defined as a payment made prior to the submission of the relevant
Customs Declaration to the Director General of Customs. The said Gazette Extraordinary also contains several
provisions governing the use of this method. In accordance with those provisions, importers are required to ensure
that goods imported under the Advance Payment method are brought into Sri Lanka within the prescribed period
of 180, 365, or 730 days, as applicable under the relevant regulations, from the date of remittance of the payment.

However, the measures required to prevent the misuse of foreign exchange through the Advance Payment method
and to strengthen the monitoring of import transactions were took into account at meetings held at the Presidential
Secretariat on June 05, 2026 and at the Ministry of Finance, Planning and Economic Development on June 08,
2026.

In accordance with the decisions taken at the aforesaid meetings, the Imports and Exports (Control) Regulations
No. 06 of 2026 has been promulgated under the Imports and Exports (Control) Act, No. 1 of 1969, and published
in the Gazette Extraordinary No. 2493/39 dated June 18, 2026, amending the regulations published in Gazette
Extraordinary No. 1739/3 dated 02 January 2012. The regulations provide as follows:

a.  All banks shall assign a unique number to each transaction and shall forthwith notify the Sri
Lanka Customs Department of all information including the valid Taxpayer Identification
Number (TIN) of the respective remitter (importer), address of the remitter (importer), address
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of the beneficiary, account number of the beneficiary, bank code, branch code, type of currency
and amount, terms of payment, terms of delivery, date of remittance, proforma invoice number,
and description of goods, regarding each transaction relating to, or made under, the number so
assigned.

It shall be mandatory for an importer to register with the Sri Lanka Customs Department as an
eligible importer for the purpose of making advance payments prior to making an advance
payment.

Observations of the Committee

The Committee observed the followings;

The Regulations address the misuse of foreign exchange through the Advance Payment method and were
introduced in response to a major foreign exchange fraud, whereby investigations identified 105
companies controlled by 55 individuals using 227 bank accounts, which had remitted approximately USD
715 million abroad through Telegraphic Transfers (TT) without importing any goods. The scale and
sophistication of the import fraud reflected systemic weaknesses across multiple institutions, including
the Registrar of Companies, commercial banks, the Department of Customs, and foreign exchange
regulatory bodies.

The failure to fully implement the ASYCUDA system linkage between customs declarations and bank
remittances for advance payments for imports created a critical gap that enabled fraudsters to remit
foreign exchange abroad without any corresponding importation of goods. The lack of coordination and
automated data sharing between the Central Bank of Sri Lanka, Sri Lanka Customs, and the Registrar of
Companies for over a decade allowed these discrepancies to go unnoticed.

The FIU's repeated warnings, issued between 2021 and 2024, were not acted upon sufficiently by the
relevant authorities, indicating gaps in inter-agency coordination and enforcement response.

The provisions of the Foreign Exchange Act No. 12 of 2017 had weaknesses in terms of investigating
and prosecuting complex money laundering schemes within statutory timeframes. While efforts were
made since 2019 by the Central Bank of Sri Lanka to amend the provisions, changes in government and
economic conditions appear to have delayed actual implementation. Further, the decriminalization of the
exchange regime under the Foreign Exchange Act No. 12 of 2017 has created challenges in prosecuting
these activities as predicate offenses under the Money Laundering Act.

Investigations revealed that fraudulent remittances involving forged invoices were linked to major drug
traffickers, who allegedly used brokers and, in certain instances, collusion of bank officials to facilitate
the laundering and outflow of funds through 13 major state and private banks.

The Registrar of Companies (ROC) has severe systemic weaknesses, including an outdated IT system
and a lack of verification, which allows individuals to easily register multiple shell companies using false
addresses and "dummy" directors. The Registrar of Companies processes have failed to conduct sufficient
background checks on company promoters in some cases, allowing fraudulent entities to be incorporated
and operational bank accounts to be opened without scrutiny.

Banks have failed to perform adequate Know Your Customer (KYC) and Customer Due Diligence
(CDD), with some bank employees appearing to have failed to comply with established KYC
requirements and facilitated the opening of accounts without adequate due diligence, including instances
where accounts were opened without the applicant even being present.

While these Regulations introduce stricter controls—such as mandatory TIN registration for all
transactions—the Committee noted that national policies cannot be made or reversed merely due to
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actions of a few dozen criminals. The ROC and bank-related processes were eased in past years to
improve the ease of doing business and support entrepreneurs who face massive burdens when trying to
do legitimate businesses in Sri Lanka. The failures of the institutions and regulations intended to prevent
fraudulent transactions should not lead to policies that further burden legitimate tax-paying entrepreneurs.

The implementation of the Sri Lanka Unique Digital Identity (SLUNI) would play a significant role in
strengthening identity verification and accountability in company registrations and financial transactions.

The importance of incorporating the casino regulator and experts on cryptocurrency and USDT in future
studies and regulatory initiatives was noted, given the increasing use of these platforms as alternative
channels for unregulated money laundering.

Recommendations of the Committee

The Committee recommended the followings;

The Ministry of Finance (MoF) should submit a comprehensive report on the USD 1 Billion Fraud within
two months of the date of the meeting of the Committee, coordinating with and obtaining the views of
all relevant institutions, including the Treasury, Sri Lanka Customs, Central Bank of Sri Lanka, and Sri
Lanka Police, identifying systemic gaps and required legislative improvements.

The Financial Intelligence Unit (FIU) should create a formal sub-committee/working group under the
statutorily established National Committee (under recent AML-CFT amendments), to ensure permanent
inter-agency coordination, address existing gaps, and identify future developments, rather than relying
on ad-hoc meetings.

Ministry of Trade should submit a formal report addressing the systemic failures at the Registrar of
Companies, including the absence of background checks, non-verification of registered addresses, other
shortfalls in the company registration process, and the implementation of beneficial ownership
requirements.

The Central Bank of Sri Lanka should expedite the submission of the proposed Foreign Exchange Act
amendments to the Cabinet of Ministers, where necessary penalty and investigation provisions are
reintroduced.

A formal review of the Regulations should be conducted within six months of its promulgation to ensure
that it achieves its intended objectives without unnecessarily hindering legitimate businesses.

Decision of the Committee

After consideration, the Committee agreed to;

Regulations under Section 20 read with Sections 4(1), 6 and 14 of the Imports and Exports
(Control) Act, No. 1 of 1969 as amended by Acts, No. 48 of 1985 and No. 28 of 1987 (Published
in the Gazette Extraordinary No. 2493/03 of 15th June 2026)

Regulations under Section 20 read with Sections 4(1), and 14 of the Imports and Exports
(Control) Act, No. 1 of 1969 as amended by Acts, No. 48 of 1985 and No. 28 of 1987 (Published
in the Gazette Extraordinary No. 2493/39 of 18th June 2026)

and accordingly decided that the Report of the Committee on Public Finance thereon be presented to Parliament
by the Hon. (Dr.) Harsha de Silva, Chair of the Committee on Public Finance, on 23" July 2026.
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Annexure |
Officials Present

Ministry of Finance, Planning and Economic Development
Mr. S.S. Mudalige — Deputy Secretary to the Treasury

Department of Trade and Investment Policy
Ms. G.H.H. Gamage — Assistant Director

Sri Lanka Customs
Mr. Wimal S.K. Liyanagama — Director General
Mr. C.S.A. Chandrasekara — Additional Deputy Director
MR. H.M.N.S. Rajaguru — Senior Deputy Director
Mr. K.A.S.W. Kaluaggala — Senior Deputy Director
Mr. G.W.M. Prasad — Senior Deputy Director
Mr. I.U.S. Jayarathne — Deputy Director
Mr. D.H. Hettiarachchi — Deputy Director

Department of Imports and Exports Control
Mrs. T.T. Upulmalee Premathilka — Imports and Exports Controller General

Board Of Investment
Mr. T. Vinopa - Director (Investor Services)

Ministry of Industry and Entrepreneurship Development
Mrs. S.W.C Jayamini — Additional Secretary, Thrust Area Development
Mrs. H.M.A Sachini Malika — Deputy Director (Sector 03)
Ms. M.D.N. Nishanthi — Development Officer

Industrial Development Board
W.A.P.K. Nishantha — Director Engineering

Central Bank of Sri Lanka
Mr. K.G.P. Sirikumara - Deputy Governor
Mrs. Enoka Mohotty - Assistant Governor
Dr. Subhani Keerthiratne - Director, Financial Intelligence Unit (FIU)
Mrs. R R S De Silva Jayatillake - Director, Bank Supervision Department (BSD)
Mr. W S Prasanna - Director, Department of Foreign Exchange (DFE)
Mr. K G Weerakoon - Deputy Director, DFE
Mr. T A D Wijekoon - Deputy Director, DFE
Mr. Chandima Bandara - Senior Assistant Director, FIU
Ms. J L S A Gunathunga - Senior Assistant Director, DFE
Mr. D J Perera - Senior Assistant Director, BSD
Mr. Supun Gunasekara - Senior Assistant Director, FIU

Sri Lanka Police
Mr. Asanga Karawita - Senior DIG
Mr. HDGD Rathnayake - Inspector
Mr. TCS Dasanayake - Inspector
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