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Report of the Committee

The Committee on Public Finance at its meeting held on 20" August 2026 considered the following
Supplementary Sum;

e Supplementary Sum under Head 118 of Programme 02 of the Appropriation Act No. 23
of 2025 for the services of the financial year commencing on 01t January, 2026, and ending
on 31% December, 2026
(Presented to Parliament on 20" August 2026 and referred to the Committee)

Date Considered by the Committee: 20" August 2026 Time: 02.00 p.m.

Members of the Committee on Public Finance Present

Hon. Rauff Hakeem, Attorney at Law, M.P., (Pro Tem Chair)
Hon. Nishantha Jayaweera, M.P.,

Hon. Ravi Karunanayake, M.P.,

Hon. Harshana Rajakaruna, M.P.,

Hon. Nimal Palihena, M.P.,

Hon. Wijesiri Basnayake, M.P.,

Hon. Thilina Samarakoon, M.P.,

Hon. Champika Hettiarachchi, M.P.,

ONoG~LNE

e Supplementary Sum under Head 118 of Programme 02 of the Appropriation Act No. 23 of
2025 for the services of the financial year commencing on 01%t January, 2026, and ending on
31t December, 2026

Introduction

Background

Taking the hardships faced by paddy farmers due to the endless decline in current prices of paddy into
consideration, the government has already taken action to issue a Circular No. MOF/DFD/2026/01 dated
12.08.2026 through the Secretary to the Treasury in order to maintain paddy prices at a steady level. Accordingly,
to regularize the paddy purchasing process of the 2026 Yala Season, it has been decided to implement a Paddy
Purchasing Program through small and medium-scale rice millers, handling by the District Secretaries under the
regulation of the Department of Agrarian Development and the supervision of the Ministry of Finance, Planning
and Economic Development, in addition to the Paddy Purchasing Program currently being implemented through
the Paddy Marketing Board, to accelerate the process.

Accordingly, since the allocation provided for the year 2026 under the Expenditure Head 118-2-03-094-2509 for
maintaining a secure paddy stock of the Ministry of Agriculture, Livestock, Land and Irrigation to purchase paddy
under the new mechanism is insufficient, and therefore it has become necessary to secure the required fund
requirement of Rs. 7,500 million, which is expected to be spent for this purpose, through a supplementary
estimate.

In order to meet the financial requirement mentioned in above, action is being taken, with the concurrence of the
Treasury, to freeze the allocations allocated for the year 2026 for the following programs/projects of the Ministry

of Agriculture, Livestock, Land and Irrigation, which are expected to remain unutilized during this year.

Table 01 Expected Savings

Description of Expenditure Programme Expected Savings (Rs. Mn)
Mahaweli Water Safety
118-02-34-013-2105-12 6,000
Investment Program - Phase 11
118-02-34-007-2001-12 Integrated Watershed and Water 1500
Resources Management Project
Total 7,500




It has been decided to freeze the identified fund balances in Table 01 and provide for the requirement of Rs. 7,500
million for paddy purchasing in the 2026 Yala Season through a supplementary estimate.

Justification

An allocation of Rs. 15,500 million was provided through the 2026 estimates under the Expenditure Head 118-
2-03-094-2509 of the Ministry of Agriculture, Livestock, Land and Irrigation to maintain a secure paddy stock,
and an allocation of Rs. 13,750 million has been utilized from those provisions for the paddy purchased by the
Paddy Marketing Board.

The allocation under Expenditure Head 118-2-03-094-2509 for 2026 was fully utilized for the 2025/26 Maha
Season, and therefore sufficient funds for the 2026 Yala Season were not remained as savings, and as result, an
approval has been granted by a Cabinet Decision dated 30.06.2026 (No. 26/1302/808/047-1) to reallocate Rs.
6,000 million from savings within the Ministry of Agriculture, Livestock, Land and Irrigation. Accordingly,
paddy purchasing process for the 2026 Yala Season is currently underway using these reallocated funds under
Financial Regulation (FR) 66.

Since funds are further required for purchasing paddy in addition to the amount allocated for the purchases
mentioned above, it has been decided to allocate a further provision of Rs. 7,500 million in order to provide
additional allocations to the Paddy Marketing Board and to provide provisions for purchasing through small and
medium-scale rice millers via District Secretaries and the Department of Agrarian Development. For that purpose,
it is expected to secure the additional provisions required to purchase paddy in the Yala Season of the year 2026
by identifying provisions of Rs. 7,500 million, which are expected to remain unutilized from foreign-funded
projects and cannot be further provided under Financial Regulation (F.R.) 66, and thereby transferring those
provisions to the Expenditure Head 118-2-03-094-2509.

It has been decided to freeze the savings of Rs. 7,500 million, identified as remained unutilized foreign-financed
funds for 2026 under Expenditure Head 118, which cannot be transferred under FR 66, and to provide additional

provisions through a supplementary estimate by submitting to the Parliament of Sri Lanka.

This has been approved by the Cabinet of Ministers through Cabinet Paper No. 26/1685/808/087 dated
17.08.2026.

In this regard, no necessity arises to amend the expenditure limits or borrowing limits approved by the
Appropriation Act, No. 23 of 2025.

Observations of the Committee

The Committee observed the followings;

e The Government had proposed to expand and accelerate paddy purchasing under guaranteed minimum
prices by establishing an additional purchasing channel through District Secretaries, enabling eligible
SME rice millers and Cooperatives with a maximum capacity of 25 metric tons to obtain interest-free
financing of up to LKR 25 million per head for paddy purchases.

e The proposed financing would be released in four tranches within 60 days, with purchases under each
tranche being monitored by officials to qualify for subsequent tranches, and the financing would be
required to be repaid to the Government within 240 days of the disbursement of the final tranche.

e A Supplementary Estimate of LKR 7,500 million was being sought to finance the additional paddy
purchases, in addition to the LKR 15,500 million already allocated for paddy purchases through the
Paddy Marketing Board, and the required funds were to be reallocated from unutilized allocations for
two foreign-funded projects under the Ministry of Agriculture.
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The Paddy Marketing Board was facing constraints in warehouse capacity for further paddy purchases,
and the proposed additional purchasing channel through SME millers was intended to extend the benefits
of guaranteed prices to a greater number of farmers.

Previous concessional loans provided through banks to millers for paddy purchases had experienced
significant default rates and raised concerns regarding the security required for the proposed Government
financing. The Committee was informed that such financing would be provided on the basis of an
agreement containing provisions for legal action in the event of non-repayment.

Nadu rice was priced at LKR 120, with a volume of 6,250 Metric Ton (MT), while Samba rice was
priced at LKR 130, and private millers had agreed to purchase paddy with a moisture content of 14%.

Seasonal paddy production was approximately 13 million MT during the Maha season and 2 million MT
during the Yala season, while annual paddy production was approximately 5 million MT, and processing
resulted in only 65% usable output against an annual requirement of 2 million MT.

Concerns existed regarding whether paddy stocks were reaching retail markets or being hoarded, and
SMEs faced difficulties in competing with large-scale millers, highlighting the need to strengthen the
overall market system through initiatives such as the Shakthi initiative rather than relying on one-off
measures.

Subsidies were currently necessary due to productivity losses and the cultivation of low-yield lands,
while reliance solely on storage facilities constituted a post-effect response rather than a long-term
solution.

The recent rescinding of the ban on the use of paddy for animal feed was intended to create additional
demand for paddy, but restrictions on previously permitted maize imports for animal feed had
simultaneously affected the poultry industry due to insufficient and expensive maize supplies.

Recommendations of the Committee

The Committee recommended the followings;

The Ministry of Agriculture, Livestock, Land and Irrigation should submit a comprehensive report
within one and a half months, setting out the storage capacity and current quantity of paddy in storage,
domestic production and imports of rice varieties, retail prices and market movements, and advance
planning for future harvest seasons to prevent a recurrence of the ongoing issues, including preparations
for the potential impacts of El Nifio..

Decision of the Committee

After consideration, the Committee agreed to;

Supplementary Sum under Head 118 of Programme 02 of the Appropriation Act No. 23 of
2025 for the services of the financial year commencing on 01st January, 2026, and ending on
31st December, 2026

and accordingly decided that the Report of the Committee on Public Finance thereon be presented to Parliament
by the Hon. Rauff Hakeem, Attorney at Law, the Pro Tem Chair of the Committee on Public Finance, on 21%
August 2026.
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Annexure |
Officials Present

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

Sri Lanka Customs
Mr. Wimal S.K. Liyanagama - Director General of Customs
Mr. M.W.R. Tissera - Director of Customs
Mr. T.A.A.M. Karunaratne - Deputy Director of Customs
Mr. 1.U.S. Jayarathne - Deputy Director of Customs
Mr. N. N. Thilanka - Deputy Director of Customs
Mr. P.A.K.Lakmal - Assistant Superintendent of Customs
Mr. D.S.L. Karunasekara - Assistant Superintendent of Customs

Department of National Budget
Ms.A. Nalini Amaratunga - Additional Director General
Mrs. M.A. Nandani - Additional Director General
Mrs. W.A.N. Thushari — Director

Department of Development Finance
Mr. R.M. Wijesinha Banda - Additional Director General
Mr. R.D. Asanka Maidrirathna — Director

Department of Trade and Investment Policy
Mr. A.T. Wickramage - Deputy Director

Department of Information Technology and Management
Mr. E. Dishan Shirantha - Assistant Director
Mr. Kasun Pradeep Panditha - Assistant Director

Ministry of Trade, Commerce, Food Security and Co-operative Development
Mr. S. Thrimanna - Additional Secretary
Ms. I. De Alwis — Director

Department of Registrar of Companies
Mrs. P. P. Shyama Harshani - Registrar of Companies
Mr. S.A.A. Sandarapperuma — Director

Ministry of Agriculture, Livestock, Lands and Irrigation
Mrs. Amitha Jayawardana - Director Genaral
Mr. G.G.R.P. Rupasinhe - Chief Financial Officer

Ministry of Digital Economy
Mr. Waruna Sri Dhanapala - Secretary

Central Bank of Sri Lanka
Mr.K G P Sirikumara - Deputy Governor

Department of Foreign Exchange
Mr. W S Prasanna — Director
Mr. K G Weerakoon - Deputy Director
Ms. D C C Karunajeewa - Senior Assistant Director
Ms. J L S A Gunathunga - Senior Assistant Director

Economic Research Department
Mr. H | Abeyratne - Senior Economist

Bank Supervision Department
Mr. D J Perera - Senior Assistant Director

Sri Lanka Banks' Association
Mr. Upul Wijayathunga - Assistant General Manager (International), Bank of Ceylon
Mr. G.J.P.P.A.Fernando - Head of Imports, Commercial Bank
Mr. Janaka Shyam De Silva - Assistant VP, Centralized Trade Operations, Hatton National Bank
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