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Report of the Committee

The Committee on Public Finance at its meeting held on 18" December 2025 considered the
following Supplementary Estimate;

e Supplementary Estimate No. 1 of 2026, Head 240 — Programme 02 for the financial year commencing
on 1t January 2026 and ending on 31° December 2026 under the Ministry of Finance, Planning and
Economic Development
(Presented to Parliament on 18" December 2025 and referred to the Committee).

Date Considered by the Committee: 18" December 2025 Time: 10.00 a.m.

Members of the Committee on Public Finance Present

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

Hon. (Dr.)(Ms.) Kaushalya Ariyarathne, 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. Chithral Fernando, Attorney at Law, M.P.,
Hon. Wijesiri Basnayake, M.P.,

Hon. Thilina Samarakoon, M.P.,

©CoNO~wWNE

Introduction

A Supplementary Estimate has been presented under the Development Activities Programme of the
National Budget Department, in terms of Section 16 of the Public Finance Management Act, No. 44 of 2024, in
order to restore the disrupted livelihoods of the people and reconstruct the damaged infrastructure due to the
emergency disaster situation. It is expected to arrange an additional allocation of Rupees Five Hundred Billion
(Rs. 500 billion) which will be required for the year 2026.

For the purposes of the financial year commencing on 1 January 2026 and ending on 31 December 2026,
the Minister of Finance, Planning and Economic Development has proposed that an additional sum not exceeding
Rupees Five Hundred Billion (Rs. 500,000,000,000) be paid out of the Consolidated Fund of the Democratic
Socialist Republic of Sri Lanka, or out of any other fund or moneys belonging to the Government, or out of any
loan obtained by the Government as it may determine, and that such sum be expended in accordance with the
provisions set out in the Supplementary Estimate.

As indicated in the Statement of Circumstances prepared in accordance with Section 16(4) (a) of the Act,
it is mandatory requirement to make appropriate budgetary provisions, exceeding the Primary Expenditure
Ceiling of 13% of Gross Domestic Product (GDP), for the expenditure pertaining to the following needs.

e Assistance for House Cleaning (onetime payment)

e Purchase of Essential Household Equipment - (onetime payment)

e Monthly financial assistance for families who have lost their source of income due to the cyclone for 03
months

Monthly house rent for families who lost house s- for 06 months

Replanting of affected paddy fields, maize, vegetables, fruits, and other crops
Supporting affected livestock farms registered with veterinary office/Fishing boats
Financial assistance for affected single, small, and micro enterprises
Compensation for fully damaged houses

Compensation for the purchase of land for rebuilding houses lost due to landslides
Compensation for partially damaged houses

Compensation for business premises damaged

Supporting affected school children to purchase educational materials
Compensation for the relatives of deceased persons

The said Statement of Circumstances further states that this requirement for budgetary provisions, which
has arisen due to a calamity of extremely high magnitude, cannot be met through the Contingency Fund, which
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has an available balance of only approximately Rs. 0.35 billion, and that the provisions available under the
Budgetary Reserve, amounting to Rs. 37.3 billion, are also not sufficient for this purpose.

Observations of the Committee

The proposed Supplementary Estimate amounting to LKR 500 billion seeks to provide for additional
expenditure beyond the provisions already approved under the Appropriations Act, No.23 of 2025 for
the year 2026, in order to meet the costs arising from the relief measures announced under Budget
Circular No. 08/2025 and the requirements for rehabilitation and reconstruction of damaged
infrastructure.

That of the total additional allocation of LKR 500 billion, a sum of LKR 150 billion is provided under
Development Subsidies within recurrent expenditure to extend relief to affected households. The balance
LKR 350 billion, classified under capital expenditure, comprises LKR 100 billion for the restoration and
reconstruction of damaged houses and LKR 250 billion for the restoration of damaged public
infrastructure.

The Supplementary Estimate results in primary expenditure for the year 2026 exceeding the statutory
ceiling of 13% of GDP prescribed under the Public Finance Management Act, No. 44 of 2024 with
primary expenditure rising by approximately 1.5% of GDP above the said limit.

In this regard, the Committee observed that the Ministry of Finance, Planning and Economic
Development has invoked the relevant provisions of Section 16 of the Public Finance Management Act,
No. 44 of 2024, which permits deviations from the primary expenditure ceiling in the event of
unanticipated events or natural disasters necessitating temporary and targeted additional expenditure.
Further, the Committee observed that the procedures stipulated under Sections 16 and 26 of the Act also
have been followed by the Ministry of Finance, Planning and Economic Development, and that the
required documentation, including an updated Medium-Term Fiscal Framework, has been submitted to
Parliament.

The Section 16 of the Public Finance Management Act, No. 44 of 2024 is provided as;

“16. (1) Any deviation from the primary expenditure ceiling specified in the medium-term fiscal
framework for any financial year, may be made by the Government only under the
circumstances specified in subsection (2) and shall be subject to the procedures specified in
subsection (3).

(2) The Government may exceed the primary expenditure ceiling specified in the medium-term
fiscal framework only in the unanticipated events or natural disaster posing significant threats
to national security, national economic security or the public health and safety of the country
which necessitate additional, temporary and targeted public expenditure beyond any
contingencies included in the annual budget.

(3) Where any situation specified in subsection (2) arises or is likely to arise that requires
expenditure in excess of the primary expenditure ceiling specified in the medium-term fiscal
framework, the Minister of Finance shall request by way of resolution, the approval of
Parliament for the deviation from the primary expenditure ceiling and supplementary
appropriations in excess of the primary expenditure ceiling specified in the medium-term fiscal
framework.

(4) The request referred to in subsection (3) shall be accompanied by, at a minimum —
(a) a statement explaining the circumstances in consequence of which the need
for such deviation arose, including supporting data, and how those
circumstances justify the deviation;
(b) a recovery plan that shall contain information and targeted actions to be
taken to manage the circumstances specified in subsection (2) including
additional spending, and actions to be taken by the Minister of Finance to
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return to compliance with the primary expenditure ceiling, and the
timeframe for such return to compliance

(c) asupplementary estimate proposal in line with section 26: and
(d) an updated medium-term fiscal framework. ”

e According to the updated Medium-Term Fiscal Framework submitted by the Ministry of Finance,
Planning and Economic Development, it is intended to restore compliance with the statutory primary
expenditure ceiling of 13% of GDP from the year 2027 onwards, while maintaining a primary balance
surplus of approximately 2.6% of GDP.

o Additional expenditure of LKR 500 billion is proposed to be financed entirely through the utilization of
the Treasury’s cash buffer and would not result in any increase in the borrowing requirement of LKR
3,740 billion approved under the Appropriations Act, No.23 of 2025 for the year 2026.

e The total fiscal expenditure arising from relief and reconstruction requirements is expected to exceed the
current Supplementary Estimate, with the Deputy Secretary to the Treasury indicating that the overall
fiscal cost across December 2025, 2026 and 2027 is estimated at approximately LKR 1,000 billion.

e The utilization of the Treasury cash buffer, while not increasing the debt stock, may have implications
for short-term cash and debt management, particularly in a context where the primary surplus for 2026
is expected to decline to around 1% of GDP from the previously anticipated level of 2.5% of GDP.

e The disbursements under the International Monetary Fund’s Rapid Financing Instrument are expected in
December 2025, alongside approximately USD 370 million in disbursements from the Asian
Development Bank under ongoing loan programmes.

Recommendations of the Committee

e The Treasury should continue to manage the Treasury’s cash buffer in a prudent manner, taking into
account minimum operational requirements established in practice, as well as the reduced primary surplus
projected for the year 2026.

e The Government should consider forthcoming assessments by development partners, including the
World Bank, on the estimated costs of rehabilitation and reconstruction, and ensure that climate resilience
and landslide mitigation measures are fully integrated into the infrastructure restoration process.

o While acknowledging the measures already initiated to support affected businesses, the Committee
recommends that greater emphasis be placed on addressing the impact on micro, small, and medium-
sized enterprises (MSMESs) and other private sector entities, to enable a swift recovery of economic
activity and support broader economic revitalization.

e The process for disbursing financial grants and support to MSMEs should be structured as a transparent
and well-defined programme.

e The “Rebuilding Sri Lanka” Fund should be formally established as a statutory fund, with Parliamentary
approval, without further delay, in order to ensure transparent, accountable, and effective management
and utilization of funds.

Decision of the Committee

After consideration, the Committee agreed with the proposed Supplementary Estimate No. 1 of 2026,
Head 240 — Programme 02 for the financial year commencing on 1st January 2026 and ending on 31st
December 2026 under the Ministry of Finance, Planning and Economic Development, and approved the
same, and accordingly decided that the Report of the Committee on Public Finance thereon be presented to
Parliament by the Hon. Harshana Rajakaruna, Member of the Committee on Public Finance, on 19" December
2025.
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Date: 18.12.2025

Ministry of Finance, Planning and Economic Development
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Mr. Jude Nilukshan — Director General
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Mr. K.M.K. Kumarasiri — Deputy Director

Department of Treasury Operations
Mrs. Damitha K. Rathnayaka — Additional Director General

Department of Development Finance
Mr. P.M.K. Hettiarachchi — Director General
Mr. C.S. Karunathilaka — Additional Director General

Department of External Resources
Mr. D. Premarathna — Additioanl Director General

Department of Project Management & Monitoring
Ms. D. Kusalani de Silva

Department of National Planning
Ms. Ajitha Batagoda — Additional Director General

Public Debt Management Office

Mrs. U. Udugahapaththuwa — Director General
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