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22 o910 UMaflsir Sprer sL_L_sner

Qeuaflbr B GFevrsuswt] Fhewsuilsy Curdlw ewsuwilpliy wLHMID FHEUTEHSHW

QurmerTTT Blewevewioser sryewrons, 2017 opib oy evriger 12 9pib B)evda Gleustl Bl (h

9



GFsvmeuswtl Fi L ggleor Lfley 22 @it £ip GOILL L cpsvgesrid wHmIb $HCLTEHSHW
ufleuiGsemesraEpLer CaTL TLemL w Cleuef (psLiLIeRTLOILILIVEDOT @)eVBIeNd Lo W

uBIF) FHHTOELTS BIMISSujsiTerg) HeVsVgl L HLILIBGS U 6TETS].

uewrid FlHUL emlitivser GsTLTuTer werewerw &L Lewer 2023 FFbui 27 oyib
BHG] HTLOTUSUITETG), 6TOUT6v6D HFH6dT ClFEVEYILIG WITELD STEVLD M| LOTSHBISET & LD.
2363/26 gib Qevss  euisHswreil @Qbs  SLLewerullet HTVGMS BHLIgLILINS
ChrHsTss OGasravrRsrerg. Qbs BLigliy Oeueflbrl (RF GlFsvrausnil Fhewsuilsy
SHBUTGI6TaT  eTemeud SHTewry UTLULWESSmES  Cubu®@sseyd, IMF &g
gaflsasliul L 2 mglewrfhlaendsd anu CFwOLBSSILL L. L )DL bdhdkISH6T
wHmIb SLGLUUTHSHeT sTafllHThHaD aulgaIswESEILL (heTengl. @)bs BL Ly LILITETS|
GLosyILb QM| LOTHBISEHSF Y (LPedleL () (HdhELD.

Guogiib, eamflwii LkiE GFTdsranrenind sl L Bissr (ESOPS) ssvevg earflui usig
Qsifleys Sl Lmisaflsv (ESOSS) wumi@umin seflliul L @uullgliurerisend s,

wpeTemeTt S L ewem &L (HLLThsemeT allPss (hhssl. @)bhH eUThSLOTe cLpsVd B)bhH
sLQUur@ser sHCUTS HdhaLiLL (heTerest

GpauTe CHOGTeTariILL L HjeusbresfliiL|dser

1994 o0 1) Wsev  Gpufleww CUDTHUTHEHSETHT  HHELTENSW
ufleuidsemarsst CGTL L6 6Tha &L HLILTHSEHLD (3)6VeweV 6T6ITLINS & (LD H6U6sTdHDH.
@bss sLLswer 2023 23dssr 28910 Flag) Cb(HdHH g uileit CLTH ailFldsliul L sHETedls
QUTLDL|BEWET [hdEHUemS CBHTHHTHS ClaTeTL & Ga)b GleueaflLpdsLiLIenTLOsLILISVS 6T

QarLmsliul Ler. @Q)bs sHeTieysepLer, seflbuiser @UGuTg ubig Cafleays
S L Gglev LBICHENSH 9MILLF &GS LILIRSIDTTH6T.

QM LTSHBISEHSGHF OCFwOHUBD @bs sLLewer, OleuellBbrHseEndhEHF 6lFsvspb
sesflpLmab@ 50,000 906wflss Glrei UrsslCuas surben 9eIdlsHHSTDEI, HBH6dT
Uestesri &lmLil oemicigd suribry 20,000 GlLmrevigser oy @b. Gleusf]pasLiLIewsTLogy)LILIsVS 6T
HMTSHE BIMIUSTBISEHGE WL (HGL HewL db@L, SHesflbLisEndhd 9eVev. LbH S5 (er)
SHMEHWIUHL_W  euglasledTn el L seflwmst  heui  cpsvid  2eriflwii  LIGIG,
CFTHBHTETEMLOS HL_L_CloTssTenm

VeV parflii LkIGS CBifleys F L Qurstenm (ESOPS) omlysiiu®ssuysrearg,.
®)g1 @ WHCUTESETET BLAUIYHeWS 6TedTdh @Gpeumsy Lmrml L rul L g, [ Lilsvedluiesr
9Ewfss CLrevi GeusefllbTl (h WHeSL ymasTer eiwgl CuDLILL (HeTaTSTs: &L
SusTNSSITeTS)
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SMNOCLTHTeTd BlFl cpeVSaTLTES UmELILBSSLILIL R6TeTHT 6TesTdh &L allFTidHsgi,

B R OFTSHTHES HHGLULBUSTHLD & FU L SGINE 2 L UL L g 96UV 6TETYLD
serLplwiiul L g). QLU oevevg &l6rigl 9l ewL &6 cpsVid GoliBlaT  Hreird
uflTHMHBISEHS G THITTH ukiE 2 SoHrey 2 6Teng) sTearLgID 65 fluweubsd.

Guaib, Fiewanwmm CFTdgk LIHMGSMsTE BET CuUGWLL. GFwelenwis (Lanka
Paymate App )uwstu@dgieusns @ S liiey CFiisg.

@allesr &iLomevrid

S rrwiiul’ L ger UlsTeri, Gupuly  SLLewerdher (G UalleTTey
BISESMsHLLLL gL T Yeweu OlgrLilleorer rarms ®Blg uppdw  Gepaller
IWGens, Gualer sallFreri Gsenrrey (THFH) anias & FAsveur Seuiseaflerrsv 2024
Fereull T 23 b FHaF uTrTEpLETMSHD Fwiliissiiur CeusnT(h6werd
S oTesfldhsai.

Report of the Committee

The Committee on Public Finance, at its meeting held on the 16th of January 2024,
considered the following orders:

¢ Orders under Section 2 of the Special Commodity Levy Act, No. 48 of 2007
(Published on the Gazette No. 2356/20 - dated 01.11.2023, and presented to Parliament
on 09.01.2024)

¢ Order under Section 22 of the Foreign Exchange Act, No. 12 of 2017

(Published on the Gazette No. 2363 /26 - dated 20.12.2023, and presented to Parliament
on 11.01.2024)

Matters Considered:

Orders under Section 2 of the Special Commodity Levy Act, No. 48 of 2007
(Published on the Gazette No. 2356/20 - dated 01.11.2023, and presented to Parliament on
09.01.2024)

Order under Section 22 of the Foreign Exchange Act, No. 12 of 2017
(Published on the Gazette No. 2363 /26 — dated 20.12.2023, and presented to Parliament on
11.01.2024)

Date of the Meeting: 16.01.2024 Time: 2.30 p.m.
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Members Present

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

Hon. Duminda Dissanayake

Hon. Chandima Weerakkody, Attorney-at-Law
Hon. U. K. Sumith Udukumbura

Hon. Madhura Withanage, Attorney-at-Law

Officials Present

Ministry of Finance, Economic Stabilization and National Policies
Department of Trade and Investment Policy
Mr. R.K.R.R. Ranaweera, Additional Director General

Mr. W.S.K. Liyanagama, Additional Director General
Mr. K.D.J. Wasantha, Tariff Analyst

Central Bank of Sri Lanka

Department of Foreign Exchange
Dr. B.H.P.K. Thilakaweera, Director
Mr. W.S. Prasanna, Additional Director
Mr. D.L. Lakmal, Assistant Director

Ministry of Labour and Foreign Employment
Mr. R.P.A. Wimalaweera, Secretary

Ministry of Trade Commerce & Food Security
Mr. B.H.M.D. Herath, Deputy Director

Consumer Affairs Authority
Ms. Niranjala Jeganathan, Director of Pricing & Management

Mr. Sanjaya Irasinghe, Director of Raids & Special Investigations

National Audit Office
Mr. L.S.I. Jayaratne, Deputy Auditor General
Mr T.R. Imbuldeniya, Superintendent of Audit

Introduction - Order under Section 2 of the Special Commodity Levy Act,
No. 48 of 2007

This Order applies a Special Commodity Levy (SCL) to different sub-categories of
sugar. The Order was issued under Section 2 of the Special Commodity Levy Act, No. 48 of
2007, in order to enact the Cabinet of Ministers' decision for raising the SCL on the
importation of sugar from 25 Cents to Rs. 50 per Kg for a period of one year, with the aim of
fulfilling the prerequisite for the initial assessment of the of the Extended Fund Facility
program supported by the International Monetary Fund (IMF), which took place in
September 2023.
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Observations Made by the Committee

The Committee observed that the Ministry of Trade, Commerce, and Food Security
had not conducted a tax expenditure analysis before implementing a Rs. 30 billion worth tax,
and sought information on the resulting government revenue.

The Committee focused on the infamous sugar scam. According to a Special Audit Report by
the Auditor General, a specific amount needed to be recovered from Pyramid Wilmar Pvt Ltd
and various other sugar importers. The Committee inquired whether that amount had been
collected. It was disclosed to the Committee that those companies were directed during a
discussion on October 18, 2023, reminders had been sent regarding the matter, but no
further action had been taken.

The Committee voiced dissatisfaction with the Department of Inland Revenue and the
Ministry of Finance, Economic Stabilization, and National Policies for raising the sugar tax
without first collecting the outstanding revenue from the super gains of the relevant
companies. That was deemed unethical by the Committee.

The Committee noted that the imposed maximum retail price (MRP) of Rs. 275/= on
November 3, 2023 on Sugar, was lifted on November 21, 2023. It was revealed to the
committee that, to regulate market price fluctuations of sugar, a maximum wholesale price
must be introduced instead of an MRP.

The Committee observed that in 2023, the government generated Rs. 230 million in revenue
through 24,000 raids and 22,000 lawsuits related to the sale of commodities, including sugar.

The Ministry Officials pointed out that it was practically impossible to track wholesalers, and
having only a retailer price imposed as opposed to an importers’ price cap was an issue.

Reccommendations Made by the Committee

e The Committee directed the Secretary, Ministry of Trade, Commerce and Food Security to
take the necessary actions for,
o imposing a maximum wholesale price for sugar; and
o to conduct a thorough study on how the maximum prices are imposed and to
propose a more sustainable mechanism.

e The Committee directed the Ministry of Finance, Economic Stabilization, and National
Policies to furnish details within a week regarding whether the amounts owed by specific
companies in connection to the sugar scam, as outlined in the Auditor General's Special
(forensic) Audit Report, had been recovered or not. The directive aligns with the following
questions:

o Have these due taxes been collected?;

o What is the amount, if collected?;

o If collected, how much is it compared to the amount mentioned in the audit
report?;

o Ifnot collected, what is the reason?;

o Whatis the due date of collection, if it is not collected?; and to submit them to the
Committee.

¢ The Committee recommended the Ministry of Trade, Commerce and Food Security be
more attentive to the wholesale price of sugar since information gathered through raids
13



reveals consumer foods invoiced below the MRP while actual transactions had a higher
value through bank settlements, indicating fraud.

e The Committee emphasized that future gazettes issued by the Ministry of Trade,
Commerce, and Food Security would not be positively received unless the Ministry
addresses the relevant issues related to consumer goods.

e The Committee also recommended the Ministry of Trade, Commerce and food Security to
conduct research through studies as to how to impose maximum prices for sugar and to
whom to impose them.

Introduction - Order under Section 22 of the Foreign Exchange Act, No. 12
of 2017

Due to insufficient reserves in the foreign exchange market and the current economic
conditions, the Central Bank of Sri Lanka has temporarily halted or limited outward
remittances associated with specific capital and current transactions under Section 22 of the
Foreign Exchange Act No. 12 of 2017.

The previous Order on reverse remittances expired on December 27, 2023, as its validity
period was six months. Gazette 2363/26 aims to extend the duration of this Order. The
extension is designed to enhance liquidity in the foreign exchange market beyond the
existing level and ease several suspensions and restrictions implemented in alignment with
commitments made to the IMF. This extension is for an additional six months.

Moreover, the prior Order had imposed restrictions on individual residents participating in
Employee Share Ownership Plans (ESOPs) or Employee Share Option Schemes (ESOSs).
These restrictions are now lifted through this gazette.

Observations Made by the Committee

The Committee observed that there had been no restrictions on current transactions
for non-residents since 1994. The Order aimed to lift temporary limitations imposed during
the crisis, and on June 28, 2023, outward transactions were initiated. Along with these
relaxations, individuals are now permitted to participate in a share option scheme.

The Order, effective for six months, allows an exclusive limit of USD 50,000 for an individual
traveling abroad, with a subsequent repatriation limit of USD 20,000. The outward
remittances account is available only for companies, not individuals. Paragraph 5 (g) has
introduced new Employee Share Ownership Plans (ESOPs) for individuals, a progressive
move applauded by the Committee. The Committee observed that approval for USD 7 billion
in foreign investment had been obtained.

The Committee also inquired whether cryptocurrency was classified as financial capital,
finding that it was considered an asset and not subject to the Act. It was revealed that there
is a banking directive against virtual currency exchanges through debit or credit cards.

Furthermore, the Committee examined the use of the Lanka Paymate App for duty-free asset

conversion.
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Decisions of the Committee

After consideration, the Committee approved the above Orders. The report of the
Committee on Public Finance thereon will be presented to the Parliament on 23rd January
2024 by the Hon. (Dr.) Harsha de Silva, Chair of the Committee.
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