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Report of the Committee

The Committee on Public Finance, at its meeting held on the 13th of February 2024,
considered the following Bills, Order and Regulations:

e Secured Transactions Bill and supplementary Bills:- Companies (Amendment) Bill,
Finance Leasing (Amendment) Bill, Inland Trust Receipts (Amendment) Bill,
Mortgage (Amendment) Bill, Registration of Documents (Amendment) Bill, Trust
Receipts (Amendment) Bill
(Published on the Gazette supplement - dated 10.11.2023, and presented to Parliament
on 08.02.2024)

¢ Order under Subsection (4) of Section 3 of Strategic Development Projects Act, No.
14 of 2008
(Published on the Gazette No. 2360/36 - dated 28.11.2023, and presented to Parliament
on 23.01.2024)

¢ Regulations under Section 20 read together with Sub-Section 4 (1) and Section 14
of Imports and Exports Control Act, No. 1 of 1969
(Published on the Gazette No. 2366/19 - dated 11.01.2024, and presented to Parliament
on 08.02.2024)

Date of the Meeting: 13.02.2024 Time: 11.30 p.m.

Members Present

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

Hon. (Dr.) (Mrs.) Seetha Arambepola

Hon. (Dr.) Suren Raghavan

Hon. Johnston Fernando

Hon. Wajira Abeywardana

Hon. Mahindananda Aluthgamage

Hon. Duminda Dissanayake

Hon. Chandima Weerakkody, Attorney-at-Law
Hon. Harshana Rajakaruna

Hon. U. K. Sumith Udukumbura

Hon. Premnath C. Dolawatte, Attorney-at-Law
Hon. M. W. D. Sahan Pradeep Withana

Hon. Madhura Withanage, Attorney-at-Law

Officials Present

Ministry of Finance, Economic Stabilization and National Policies

Department of Trade and Investment Policy
Mr. Asantha Gunasekara, Director
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Department of Fiscal Policy
Dr.Kapila Senanayake, Director General

Mr. W.T.A. Perera, Tax Advisor
Mr. M.R.G.A.R. Muthukude, Additional Director General

Department of Imports and Exports Control
Mrs. T.T. Upulmalee Premathilake, Controller General

Department of Legal Affairs
Mr. A.K.D.D.D. Arandara, Additional Director General

Central Bank of Sri Lanka

Mrs. M.W. Priyadarshani, Senior Assistant Director, Legal Department

Mr. T.A.D. wijekoon, SeniorAssistant Director, Department of Supervisiion of Non-Banking
Financial Institution

Ministry of Investment Promotion
Mr.M.M. Nayeemudeen, Secretary

Ms. Dinusha Jayaweera, Legal officer

Board of Investment

Ms. Renuka M. Weerakone, Director General (Act)
Ms. Priyanka Samaraweera, Executive Director
Mr. Ranjith Dharmasiri, Director

Ms. Shama Herath, Director

Ms. Ganga Palaketiya, Senior Deputy Director

Mr. H.E.S. Fernando, Deputy Director

Mr. Nadeepa Priyankara, Deputy Director

Ms. Mallika Thamavitage, Deputy Director

Attorney General's Department
Ms. Hashini Opatha, Senior State Counsel

Ms. Jemiah Sourjah, State Counsel

Legal Draftsman's Department
Mr. G.K. Hewavithana, Assistant Legal Draftsman

Introduction - Secured Transactions Bill and supplementary Bills:- Companies
Amendment) Bill, Finance Leasing (Amendment) Bill, Inland Trust Receipts
(Amendment) Bill, Mortgage (Amendment) Bill, Registration of Documents
(Amendment) Bill, Trust Receipts (Amendment) Bill

By repealing the Secured Transaction Act No. 49 of 2009, and thereby enabling Small
and Medium Enterprises to better utilise their assets to access credit for growth, the Secured
Transactions Bill introduces a legal structure to govern secured transactions involving
movable property. It sets forth guidelines for establishing and enforcing security rights, as
well as resolving conflicts between creditors holding competing security interests.
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Additionally, the Bill requires the formation of the Secured Transactions Registration
Authority, responsible for managing the registration of security rights and maintaining a
comprehensive register of these rights.

Supplementary Bills:-

e Companies (Amendment) Bill amends Sections 427, 428, and 431 of the Companies
Act, No. 07 of 2007, and subject them to the Secured Transactions Bill. They allow for
the registration of floating charges granted by a company over movable property, and
the new Section 433A determines priority.

¢ Finance Leasing (Amendment) Bill amends Section 24 of the Finance Leasing Act, No.
56 of 2000, and eliminates the need for lessee's written consent for the lessor to
transfer or assign their lease rights to any registered entity, and introduces a
significant change regarding the rights of lessors in recovering possession of leased
equipment.

¢ Inland Trust Receipts (Amendment) Bill amends the Inland Trust Receipts Act, No. 14
of 1990 clarifying the legal implications of inland trust receipts registered under the
proposed Secured Transactions Act, except those under the Registration of
Documents Ordinance (Chapter 117). It also deals with the enforceability timeframe
for trust receipts already registered under the Registration of Documents Ordinance,
necessitating their re-registration under the Secured Transactions Bill to maintain
their enforceability and priority.

e Newly added Section 68A by the Mortgage (Amendment) Bill will apply to the
movable property, and the regulations detailed in Part Il of the Mortgage Act
(Chapter 89) will be governed by the regulations and provisions specified in the
Secured Transactions Act.

e The Registration of Documents (Amendment) Bill amends the Documents Ordinance
(Chapter 117) to exclude transactions governed by the proposed Secured
Transactions Act. It aligns with the new provisions of the Secured Transactions Bill
regarding security rights in movable property. It also limits the application of Chapter
V to land instruments, amends the First Schedule, and addresses the enforceability
period of registered instruments, requiring re-registration under the Secured
Transactions Bill.

e Trust Receipts (Amendment) Bill amends Section 4 of Trust the Receipts Ordinance
(Chapter 86), and pertains to the validity period of trust receipts that have been
previously registered under the Registration of Documents Ordinance.

Observations Made by the Committee

The Committee noted that the Secured Transactions Bill has a broader scope than the
Secured Transactions Act, No. 49 of 2009, emphasising the need for an improved moveable
property registration mechanism. It examined creditor rights and priority in asset
conversion, focusing on the establishment of a property registry and the process for
perfecting movable property as secured assets. The Committee also reviewed the exclusion
clauses and the third-party rights, such as the requirement for title insurance on loans.

Concerns were raised by the Committee regarding the Finance Leasing (Amendment) Bill,
specifically remortgaging without the original owner's consent.

Officials from the Ministry of Finance, Economic Stabilization and National Policies pointed

up a conflict between Sections 3 and 26 of the Secured Transactions Bill and vouchsafed to
communicate with the Attorney General in that regard.

15



The Committee also learned that a supplementary Prescription (Amendment) Bill would
subsequently proceed separately.

Reccommendations Made by the Committee

Citing the Committe's concerns about the Finance Leasing (Amendment) Bill being
unfair to the general public's property rights due to mandatory registration and the
remortgaing issue raised, the Committee directed the Ministry of Finance, Economic
Stabilization, and National Policies to provide an explanation in that regard.

Introduction - Order under Subsection (4) of Section 3 of Strategic Development
Projects Act, No. 14 of 2008

The Order outlines the deadlines for completing Phase I and Phase II of the project to
develop an Integrated Super Luxury Tourist Resort facility at Glenne Street and Justice Akbar
Mawatha. This project, led by Waterfront Properties (Private) Limited, includes upscale
shopping centers, premium residences, office spaces, and associated amenities. Additionally,
completion targets for specific Phase II buildings like Conference and Car Park, Hotel, and
Retail are specified.

Observations Made by the Committee

The Committee found that the project had a total tax expenditure of USD 218 million.
The Committee was satisfied with the transparency of project expenditures. The purpose of
bringing a Gazette to the Committee for a completed project was questioned, and it was
discovered that this was due to common delays in the gazetting procedure. The Committee
approved the Order and found no issues with it.

Introduction - Regulations under Section 20 read together with Sub-Section 4 (1) and
Section 14 of Imports and Exports Control Act, No. 1 of 1969.

The Minister of Sports and Aviation, through these Regulations, seeks Cabinet
approval for importing three economy class ramp coaches for Sri Lankan Airlines.
Additionally, requests from various ministries include three mobile maternity units donated
by the United Nations Population Fund, 21 double cabs from the United Nations Children's
Fund, a motor vehicle for a Korean-funded project from the Ministry of Labour and Foreign
Employment, and two buses for a science and technology human resources development
project jointly funded by the Sri Lankan government and the Asian Development Bank. The
Director General of Customs is directed to permit the importation of these vehicles according
to the Imports and Exports (Control) Regulations No. 1 of 2024.

Observations Made by the Committee

The Committee noted that there were no issues pertaining to the Regulations.

Decisions of the Committee

After consideration, the Committee approved the above Bills, Order, and Regulations.

The report of the Committee on Public Finance thereon will be presented to the Parliament
on Tuesday, 20t February 2024 by the Hon. (Dr.) Harsha de Silva, Chair of the Committee.
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