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Report of the Committee
The Committee on Public Finance at its meeting held on 28" July 2026 considered the following Supplementary
Sum,;

e Supplementary Sum under Head 240 of Programme 02 of the Appropriation Act No. 23
of 2025 for the services of the financial year commencing on 01* January, 2026, and ending
on 31° December, 2026
(Presented to Parliament on 24" July 2026 and referred to the Committee)

Date Considered by the Committee: 28™ July 2026 Time: 02.00 p.m.

Members of the Committee on Public Finance Present
1. Hon. (Dr.) Harsha de Silva, M.P., (Chair)

2. Hon. (Dr.)(Ms.) Kaushalya Ariyarathne, M.P.,
3. Hon. Nishantha Jayaweera, M.P.,

4. Hon. Ravi Karunanayake, M.P.,

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

e Supplementary Sum under Head 240 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

Introduction
Approval of the Cabinet of Ministers was granted to make allocations up to Rs. 100 billion for the
implementation of the relief programme for people affected by the war situation in the Middle East.

In order to continue the relief programme implemented to assist people affected by the war situation in the Middle
East, a further Rs. 52.8 billion in allocations is required for the remaining activities of the programme, including
the funds necessary to provide fuel subsidies for the months of May and June.

Under this relief programme, among the relief measures planned to be provided, allocations amounting to Rs.
47.2 billion have already been made through the Budget Estimates and Supplementary Estimate No. 02 of 2026
to: provide financial assistance to Aswesuma beneficiaries, grant relief to electricity consumers, and provide the
fuel subsidy for the month of April to fuel suppliers other than the Ceylon Petroleum Corporation.

In addition, an allocation of Rs. 18.9 billion was provided through the Annual Budget Reserve, taking into
consideration the need of providing the allocation required for the fuel subsidy for the month of April payable to
the Ceylon Petroleum Corporation and other fuel suppliers, the fertilizer subsidy for Tea Small Holders, and for
encouraging the engagement in the fisheries industry.

Accordingly, considering the need to provide relief expeditiously, this proposal (through the Supplementary
Estimate) seeks to obtain allocations amounting to Rs. 71.7 billion (i.e., Rs. 18.9 billion + Rs. 52.8 billion) as set
out in Sections 02 and 04 above.

Although Cabinet approval has been granted to finance the allocations required for this relief programme through
anticipated savings in allocations under various Expenditure Heads, approximately six months still remain until
the end of the 2026 financial year. Therefore, taking into consideration the need to implement the planned
development programmes without interruption, the Government has focused on securing the funds required for
the relief measures by utilizing the actual savings in budgetary allocations that may materialize at the end of the
year, rather than immediately freezing the allocation savings expected to remain unutilized or the underutilized
provisions included in the 2026 Budget Estimates at this stage.

Meanwhile, out the allocation of Rs. 500 billion provided under the Supplementary Estimate No. 01 of 2026 for
disaster relief, allocations amounting to Rs. 243.9 billion have been released as at 30-06-2026. Therefore, it is
expected that a substantial balance of these allocations will remain unutilized by the end of the financial year.
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Accordingly, as an alternative to freezing of allocations provided for the operational and development expenditure
of Ministries, in order to provide relief to the people affected by the war situation in the Middle East, it is proposed
to arrange the required allocation of Rs. 71.7 billion, from the anticipated savings of the provisions allocated for
providing the above disaster relief measures,.

Since this proposed allocation arrangement will happen as a transfer of allocation between 02 projects under the
Development Programme of the Department of National Budget, the further allocation required to provide relief
to people affected by the war situation in the Middle East, could be managed smoothly.

In this regard, there will be no requirement to revise the expenditure ceiling or the borrowing limit approved by
Parliament, for the year 2026.

Observations of the Committee

The Committee observed the followings;

e The Cabinet approval had been granted to allocate up to LKR 100 billion for the implementation of a
relief programme for persons affected by the war situation in the Middle East, including fuel subsidies
and other targeted relief measures.

e LKR 47.2 billion of the approved allocation had already been provided through the Annual Budget
Estimates and Supplementary Estimate No. 02 of 2026, while a further LKR 18.9 billion had been
released from the Annual Budget Reserve to finance fuel subsidies payable to the Ceylon Petroleum
Corporation and other fuel suppliers for April 2026, the fertilizer subsidy for tea smallholders, and
incentives for the fisheries sector.

e The present Supplementary Estimate seeks an additional allocation of LKR 71.7 billion, comprising LKR
52.8 billion required to continue the relief programme, including fuel subsidies for May and June 2026,
and LKR 18.9 billion to reimburse the Annual Budget Reserve for expenditure already incurred.

e The proposed allocation would be financed from anticipated savings under the disaster relief allocation
provided through Supplementary Estimate No. 01 of 2026, on the basis that only LKR 243.9 billion of
the LKR 500 billion allocated for disaster relief had been released as at 30 June 2026 and that a substantial
balance was expected to remain unutilised by the end of the financial year. This approach would avoid
the need to immediately freeze operational and development expenditure of Ministries and would not
require any revision to the expenditure ceiling or borrowing limit approved by Parliament for 2026.

e Fuel subsidies amounting to approximately LKR 15 billion payable to the Ceylon Petroleum Corporation
and approximately LKR 5.8 billion payable to other fuel suppliers had been paid for April 2026, while a
further allocation of approximately LKR 36.5 billion had been utilised to finance fuel subsidies during
May and June 2026. Although the fuel pricing formula indicated a loss of approximately LKR 47.5 per
litre on Auto Diesel and a subsidy of approximately LKR 50 per litre had been considered for July 2026,
no decision had been taken to continue fuel subsidies beyond June 2026 in line with commitments under
the IMF-supported economic programme.

e The market share of diesel supplied by the Ceylon Petroleum Corporation had increased significantly
from approximately 53% to nearly 89% due to reduced diesel imports by other licensed suppliers arising
from higher international landing costs. The existing fuel pricing mechanism lacks sufficient
transparency, particularly regarding refinery gains, cost components and adjustments made to the pricing
methodology, with only summary pricing information currently being disclosed to the public.

o The Ceylon Petroleum Corporation refinery had generated substantial gains through the processing of
crude oil procured prior to the increase in international oil prices, thereby offsetting part of the losses
incurred from imported refined petroleum products. However, these gains are expected to decline as
higher-priced crude oil replaces existing stocks. The refinery currently operates at approximately 30% of
its processing capacity and that the fuel pricing formula is based on an M-2 methodology.
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The Road Development Authority had been allocated approximately LKR 430 billion for capital
expenditure, including approximately LKR 69.3 billion for the rehabilitation and restoration of road
infrastructure damaged due to Cyclone Ditwah. However, only approximately LKR 36 billion is expected
to be utilised during the current financial year, with the balance scheduled for implementation during
2027 and 2028.

Shortages of bitumen arising from disruptions to international supply chains following the Strait of
Hormuz crisis have adversely affected road construction, maintenance and expressway resurfacing
works. The Ceylon Petroleum Corporation refinery no longer produces bitumen economically following
the transition from Iranian crude oil to Murban crude oil. In addition, theft of electrical wiring has affected
expressway lighting infrastructure, necessitating the replacement of copper wiring with aluminium
conductors.

Bridge reconstruction projects are expected to benefit from grant assistance exceeding LKR 6 billion
from the People's Republic of China and more than LKR 3 billion from the Government of India for the
implementation of reconstruction activities.

Significant increases in construction material prices, together with exchange rate depreciation, have
resulted in contractual challenges, including revisions to tender prices through administrative circulars,
raising concerns regarding the legal basis for such revisions.

Although current reservoir storage levels are sufficient to support the Maha cultivation season, prevailing
El Nifio conditions are expected to adversely affect water availability during the 2027 Yala cultivation
season unless adequate rainfall is received towards the end of the year.

Disaster financing continues to rely on ad hoc supplementary budgetary allocations despite the provisions
of the Disaster Management Act providing for the establishment of a permanent Disaster Management
Fund. Establishing a dedicated statutory disaster financing mechanism would facilitate timely disaster
preparedness, emergency response, recovery, rehabilitation and reconstruction while reducing the need
for repeated supplementary estimates following natural disasters.

Recommendations of the Committee

The Committee recommended the followings;

The Ministry of Power and Energy should publish a comprehensive fuel pricing details to ensure
transparency and resolve identified contradictions regarding the IMF's cost-recovery structural
benchmark.

The Disaster Management Fund should be operationalised and adequately capitalised in accordance with
the Disaster Management Act, rather than relying on ad hoc funding arrangements, to ensure sustainable
financing for disaster preparedness, emergency response, recovery, rehabilitation, and reconstruction

Decision of the Committee

After consideration, the Committee agreed to;

Supplementary Sum under Head 240 of Programme 02 of the Appropriation Act No. 23 of
2025 for the services of the financial year commencing on 01° January, 2026, and ending on
31% December, 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 04" August 2026.
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Annexure I

Officials Present

Ministry of Finance, Planning and Economic Development
Mr. A.N. Hapugala - Deputy Secretary to the Treasury

Department of National Budget
Mrs. M. Anoma Nandani - Additional Director General
Mr. S.C. Senarathne - Director
Mrs. P.D.L.P. Senarathne - Director
Mrs. R.A.P. Rajapaksha - Director

Department of Management Services
Mrs. M.K.D.N. Madampe - Director General
Mrs. P.L.J. Gunarathne - Director

Department of National Planning
Mrs. A.P.S. Dilusha - Director

Department of Public Enterprises
Mrs. N.A.H.K. Wijerathna - Additional Director General
Mrs. W.E. Godagama - Deputy Director

Ministry of Public Administration, Provincial Councils and Local Government
Mrs. O. Wimalarathne - Additional Secretary (Home Affairs Division)
Mr. H.A. Chandana Kumarasinghe - Director General of Establishments

National Audit Office
Mr. B.O.D. Fernando - Deputy Auditor General
Mr. E.M.S. Ekanayaka - Senior assistant Auditor General

Ministry of Defence
Mr. K.G. Dharmathilaka - Additional Secretary (Disaster Management)

Disaster Management Centre
Major General Sampath Kotuwegoda (Ret) NDC IG, Director General
Mr. Pradeep Kodippili - Director (Awareness) C.D./Deputy Director (Early Warning)

Ministry of Transport, Highways and Urban Development
Mr. D.M.K.S. Dissanayake - Additional Secretary (Engineering)
Mr. S. Parameshwaran - Chief Financial Officer

Road Development Authority
Mr. H.H.N.A. Hettiarachchi - Director General
Mr. A.P.K. Abeydeera - ADG (Construction, Assets, Operation and Maintenance)
Mrs. Imali - Director (RMM)

Ministry of Energy
Mr. C.A. Suneth Lochana - Additional Secretary (Development)
Mr. D.J.A.S.D.S. Rajakaruna- Chaiman, Ceylon Petroleum Corporation
Dr. Mayuru Neththikumarage- Managing Director, Ceylon Petroleum Corporation
Ms. B.T.T. Perera — Deputy General Manager (Finance)
R.M.U.P. Rathnayake — Administrative Officer
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