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FLL GFleiT ST pBiEallglser

(2376/14 =41b G)evdas 2024.03.19 9110 slaglw oS alGsL suiggomerts Lgdiflensulsd Qeuafluil i’ &
2024.04.24 <1p glag) UTTTERLSTHSS DG WOMILILIGSSLILL B Gealh @ FuililléEalur L L er)

IrF PnieusThiseflarTs), erusfllliurg 9evevg GCaimesdll L @liubs HUTHEHEHSHHMLOU,
GBIyl LUTeUsHTHESETES WTHH T @DdEEGLd CFunulit@h GTil L TT eUTHETHIGENET Jihidkdd]6vTTs0
all@allliugn@, @)eVhiens &gl LssilliuTart BriussslerTed slewmGail GFweorerfler fAumffer £1p
@m&@Wws wHMID THMILSE L BLIUTL L TeTT BTwssSeT L5600 1 HeInd] eupmisLiL(hiD.
ITF VLGl SINWTT  WeuSSWFTensvSHarlsst GBHIigll LITOUHATHSESETH ILOLJSVETON Iy bHlu

GlFsvmeuewt] GlFvalll LiLLTg Wewmuller £p @M GHwsl GFiieugsnH@ @)MdGHWws] WHMID THMILLSS
s UurlLrert BriussslarTsy SlewmGai] GFwevmearfler Hurflflsr £p @M GHwsls sU_BHriurt (b

2 fmiser euphisiinie. Geuewr(hLb.

1969 9yib gy erigeir 1 id @)W s CETasr @)nEE@Lw whHmib hmiwd) (s._ELuT’®)F
FLL GFl6iT SpTer B alldser

(2373/28 ,1p Bevsa 2024.02.28 oyib FlaFlw g alGFL suigswrerts LsHMenasuilsd Qeustluil L’ ()
2024.04.01 o1b glag) UTITERLSTHSS DG WOMILILIGSSLILL B Gualn @ FuililléEaslur L L er)

2022 o0 yemriger 07 o0 @evds @maGwdls sLBlurl @ alslywenmssr, Open Account,
(QurplsepssTer QsT@lusTey Uereart GFissiiubssy  Consignment Account (eilbuenesr
QFwiL@®D QuUTHL SEHdhE LT CFasGSIILL (B 6TehFw GuTmL s SHLUL) ey pewm) ,
Documents against Acceptance (DA) (@ @Pludll L Caglullev Qaspsbs Cousrigw Gsremsuilensst
QFaisd) CUTHL HEHdbE 2 Memwenw rHMusHE CHemanuTear g susmrkiser) wnmio Documents
against Payment (DP) ( oysusnrio Slew_ggea st QurmLseafler pss8sTHm GLmiwslenw G1FaidaIhb
weop ) Curetin &L L ewt allFlpewmasEnd@d sL_BHLiuThosmer aildldgisrerer. @)he &L HLILT(H 6T
bBlw GFevreusnil Fhewsuilsd o srar FEH0Hmen FLomefldbaayd WHMID FHLb Y siosluilest CLTg
Gewpeaurer wHNT B  allewsvliul’guwenevd FwrefllsEsad CFwWOLIRSSLILIL L 6T, & (LpBIELpeHD
Bevdasid 6 etk DA wpmid DP eflglypempsend@ wper eumidl @liysosemear SU L muwrdsslug),
@wllen  bBlw  GFewTeuswt] Fhewspullsd STERTLILIL L. VSITHHEITEMID  HTTENTLOTSE OGS
QUBIZUL_STTRT HVBHGIMTWTL WVS CBTL g @)HdHS CHeweu BaHsluL L g @)H6T allewerairs,
2024 o0 gy eriger 04 o4id Bevda @)MEGLWS sL_RLLTL B spupbiGaldlser, 2024 Glulireum) 29 oy ib

FlaL) 1LpHD BeOL (LPeOME @ UL uemduilsd 69y @evdba pupBiGalldsemer K wig).

2021 gyip gy evwriger 19 b @evsas, LlewewTwibissT HDID LfleuTEHSen6sT QY MewTdH G WS FL L dIler
E1pTer sp(pmIEailFs6iT

(2366/34 =ib @evda 2024.01.12 b Flasglw 9P alGsL suiggomerts Lgdiflensuilsd Qeuafluil ri @
2024.04.02 g1b sl&s) UTTTERLSTHSS DG SOMILILIGSGSLILL B Gualn @ FuililléEaliul L L er)

16



Fhewd @)ewL_SHTHTEH6T HMID Fhewd BimeusThisafl_0lhhH LlenswTwbigssr whHmih ufleurdsenesr
DY EMEWT S G (LPEUTEY  UGHSSLILMD S L ewThiGHeT HMID S Lewihiseller  SmeSsD  B)bs
PuBIGalglssT o srer_dsdlujererer. 2024 Guigeufl 1 b Flad YL BOL (PewDEHE 6u(HLD
RCUT(H DS FWL_SSTHT VUG BIMIUSTSH MG ClFWeTHSS HL_L_ewrib, 2 flind %L L _ewriD,
YaItigsed  SLLewrd, STHWTES LYSHIUNSGHVISHTOT  UTTSBISST LOMID  LISTHMSHIH
FHulCumD CBTETeNHHET Y FlweuHenM Heweu 67MLI(HGHIH6T M 6T.

2017 gyib gyevwrigeir 12 9yib @evdas CeusflpTL_(HF GlFevmeuenild FLU_L g6t Lipmet epmi@GHeailF)E6r
(2371/33 gy1p @evsas 2024.02.15 ouib HlaFw 9P alGFL suiggwrerts LG MNemasuilsd Qeustlufl L’ ()
2024.04.02 gy1b Hag) LurrrepwarmsSnd HmiliLbhssOul @ Gualh @ Fwililésiu’ L L )

Sirliuerey  BlmeueTtwrearyertey  UlrsLertiu®sstiul L alldlseflear  Bludlsenssemoaurs
LilemewTiiBis6T &L_6TEILIMISH6V LOPHMILD HL_63T ULPHIGHSH6V @6t H1p Gl&T b sl LfleuidsHenerullsy
ulqwedl bul’ L. gGsemid  Uewewrwmissmer  ewswsliL(BhSHIUSDHGH,  MeusSHLLSH G,
®SWSBITUILSDE VevG Llewewrumisluimrs eurssefllliugnag @bs allglsst @)L eflsdlsTment.
WIS GHLLL L. OETHSH6D eUTHIGN QRTHINETES H6VeVEH GETHHH6V euThisedled(hhgl subwirs
WL LTeart  eheui  cperedr s L ewTmiseler, swrflésliiul L CQar@hliusTeysefler,
@evrumiseflsr, allhusnar suresefler 9svsvg FLafllililar osvevgh Caumi susmasuilsvmss eurfluflsv
srgiouTuilen b, GuHOsTsTaTlILL L 9warsg OlaTHIL LT ST LHMID Sl SHM6LNHD 9eVVGI
CumaESSHLILL L U(HLOTETD HjbEHIL 63T CLPVSET GClLIMIENSHHET 6T6ITLIT euBSWITS (LpHed L L Teri cLpsvLD
gGseid Cuwi Gplssliul L CeueflpT B BrevTwssled VG (FVBiens cHUTalY b
GuenttiLB&STD 2 6T (PHeT L (% HeTdHE M@ eurey eweussLiL(hHe0 CeushtT(HLd sTeTLINS @)sualls)
2 ' GFirsHlermg)

&6 U TevilLIL 56T

UBIEBOTTEY eUPBISLILL L. HLeTHemer mailBssv (aCFL eshuTBS6T) (HHoHHD) FL L epevid
QarLiurs QITiibs &L, BTH PILYUBID 2 6TeT HIEWTLTS, AM HMID BHSST BlMIceSTHISHH6T
(MSME) urgyasriugid epgreusfliiugin suidswreilullesr CBTaesid sTaTUMSBS @) HousHHa.
BlwTwsserenouilenst 2 mi$ CFuusNHTS Ymerdhgl Srillarmn $nissT el wnbisener Lrml G
allg]l  Qariirllevrer elleurgssleir  CuUTgl WPTWULILGNHSTET WD euLphISLILI(h 66T
ysAwbsiosms & vllyniSHus.

aumiElg gewmuilsd 8% CFwevTHmewswmHm Blewevulleyisiter &L sirser (Non-performing loans) (Il gyt
s L sLerser oh. 1.43 19flsvedwesr) @) HLiLsrss G GOILULL g @)sn@ Cuadlawrs, HL_hg O
erhsefley, 2263 uyr CL QFwhHLBSHIMEHET BL hisTenet, @& Cwrdsds sHLsrseisy 1%
9Jsvevg 14 Levedlwiedt cpLTISH6T 9 @Lh. B)hs el whisaflsv, 57% urr’ L QFwhHLBS8Im5HE, (LpedT

FIEHHMETL GUDmeTT, wperar 43% BlwTwgseTento &Ml &ifFenesTdhsT 6TLPLILILIL L 63T.

Gumrgiwrer BlF B)phHsCUTHIID, aubiSlssT YeunMlesr L L] STVBISBST B 1qshBLLL (H6TeTSHTe0
HL6IT QUPBIGHUSIV HURTLOTH () (HoHDHdbIn (HID 6THTLINS HUSTEGHH (L sumiSlser g uTCri
@ewL_Fassnisaflet  HTHEHD  GPSSHID G Cseral erwllwgl. GHW. QHHF FYIMBSHET
Couant(h6leTCm %L _werd Sl(HLILINF CFISHDHTHTSHEHS @ UPBISLILIL allVeNsy, LITDTEH HL 63T &6
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LHMID eueilEGems L1 CL_(HLILISNHSTET FTHSUI(LP6TETEUT S E1hd% @ eULPBISLILIL (h6TeTg| 6T (3)60BIsNSH
waFlw sumiglullest (CBSL) oyslarflsst GsafleyLBsslevri.

2021 oyip oy emrigesr 19 b B)evdas, LilewemTwihigsT HMID LITleuTdhSHener ) enesTd & pd FL L Goleor
Frer @unigGalgdsamear LAFOG5C8UTEI, LlenewTwmbiser wHMID LTSS 6 6wTdh E LpailedT
gl vewfliurert prwsid " 2024 iy 30 b Fsg euswruileorer Feps  2ar_sBiseflsd
BL6UIGHMBEH6T &GMGgI LlewenTiwimiger wHmIb LfleuidseneT fenesTd @ L) sULpBIFSIW 6TFFTEe»HS 6T
LHMILD (PeTeTFFTHeNHBET 6TTD HeWVLILICD 63 (h Y 6UDTHEMS (LPSITEHOUSSTITIT.

2017 oyib yemrigeir 12 gib Bevds Geuafllpri HF GFevTeuenild Fi L Sdler £pTer sppmiGallglsesr
2 fwsd s Lawsmsl Ygilisseorears auBLTbsd GCunelasrererlithss) Gousnrhr sVsvg]
B)WLSGHTHTHEHEHE VLT Fhewsd BMIUSTHISEHEE WL (HD  CUTHHSILT  THTLMSI,
Cpeflaurss GPLUlL_allveme eTeTLMSS GHLL USTONSHH. YUialeTCLTS HaUTHGHMMUTSH
L [bd SeuM| HTTeNTLONS GHLLILILD MU L g 6TedTLg) GHTlweupbsg).

Guman Ml pmIGalslssT HMID FU L cpeonisHefled 6Thgd FAHHID (B)VemeV 6THTLINS HeuST6s 55
G SHLPHsgH, Cueid 6sefleyubBssiusnasrs CaTHESILULL &L L eneardssr GgrLiLilsy
uglevser Gpemeu sTedrd G L g).

@ apelssr Liflihg16m T assir

*  URIFFHETTV UPBIGLILIL L L 6iTHemer Hmallhsed (allGsFL egmur®hiser) (Fmesd) FL L epsod
Cariurs uryrl G GFwsTpenmsE@ 2 L LB FGiswnsaflst CFIsHHe0 allurbiser o 1L
Qewermmiswaswnm  sLersefesr (NPL)aBpCwrssems Carmyl Bdb ST (b  Dldensemu
QB TGS Cousmrig g eudwid stesrd GMILILIL L gI. @)HS s L ewwlih@sr, Biewr, Ami wHmIb
bO&ST Bmieusrmgsst (MSME), urflw Blmjeussriiser whHmih SesfliiLil L SL_6T eurnhi@Leuisener
Coumiusg), OGrwevrpmiswaswmn sLerseaflear (NPL) alflCurssens sismpsende U
aumsLiL(hSglIug SeuFwiT@Ld. Biewr, Am wHMID BHSST BMIUSTHIGST, S6vflBLITHET LHMILD
urflw Blpeusiisaflsit aumeuTuilest oyglitiewLuilsy, misewr, Am wHMID BHSST BMIOISTHISET,
sesflpuiaser wHmid urflw BlipjeusThissr LUrTl G GFweTpedmeE 2 L L@ wpewmullenerd
SrrefliugHeTer (3)eHenTuTear (pewMenLd LHMILD H6TeyEsTeVSH6T G1% ML LIT6T el LITBId%hEHL 63T,
SLhg MbHTRT(HHefed CFweTHmIeNSWND SLTHT UHBlW Sreysemear @Qbs HDlbend
2 6TeTL SWBHTSH @)(HdHH CeuswuT(HLD.

*  YMATEHG| ClFweTHNIWHWDD SLesTHsT WwHliLTiiey GFinwulite. CeusT(D sTesreyld {iewT, Fm)
wHmID BOSST BMIQUSTHIGET WHMID SOTBLTHET SHBIG6T BTWSHMS (LpTewaILILISDBTSH
@evBiens W subiGlwTeaTg BlF, CQUTHeTTSTr 2 MiBiuT®H wHmId CsFwds GlsTerens
SVIUVHET LIDDI HeDLDFaHL T (R)ewewThdl @(hH FHHTLILID eUPBIGHHD Ceusdr(PLd 6T6wd: (& (LD
DA DISS LS.

o uGr’GL QrweLRHBH60 ClFweTpemm LHMID S6T sTHlTuTiliy upplw Sl pewmenoullenest
FOTULEGULTY LW @)VBIeNd WoHSW aumiFd @ LsilliLenr allhdhss 2 SoHralll L g).

o allewrours Wewr(Heaum wOHMID GUTHMTTSETISS DG Wohalwwrer bpluw  ClFsvTauesilenw
aPBIGL SFOmieVT Gurerm Flov FIWMEERESE GVhiens wWSHSW uBISWTETSH Hallyors
Y srausflsEs CauathIb 9sVsvg) (peTenflewin efldsas Couswt(Hbd sTedr &1y LTlHSBIDTSHH!.

o 2020 gewrour), pgHev Fepss 2a1L_HBmISH6TV GFwHLTHS6T QFTLiTurs 2021 9 oyemrigesr 19 9y
B)6v& 5, LilswenTuiBigsiT LHMILD LIT6TSSHeN6IT Y, e»ewTdh @ (LD ULPBISI TFFTHENHEHET LOPHMILD )SH65T
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yaiiissinl L elluriissner Gupallb Fwilills@Gwrn LlensentwBigsst womid Lifleissensr
9 ementds @ paileir LNyl ussfliiumeart prussSn@ & uswiliiyenr allQds5i.

o 2017 gyib syewrigeir 12 oid Bevds s Geuaflpr H&F GlFevrauanild FL L gHleir &HLpTest sp(LpBIGallS) % 6T
Q@ rLiumet suissLomesfluilsd @)L beClLpmieTer Lewipewws H(HoHHILTM G LUflbHenTHI6TaTS).

Qrmwiinl L ger Ulsitesri, Gumuig sppmi@alllsst, FLlL epevd WwHMID HL L enerssr @ LpeailssrTsy
IBIF HMEHHILL L GIL 6T eweu GlgTLiUilevrer orarmis Bl upvdlu GueallsT 9PlEems, & peailst

sallgreri Gasergeu (seTBlF) anias & FHosur euisaflerred 2024 Guw wrsd 07 b Fsg
UTrmEpLeTMSSleV FwilitilssiiuL. Couast(H6weTd & ToTellsbsd).

Report of the Committee

The Committee on Public Finance, at its meetings held on the 25t of April 2024, and the 30t
of April 2024, considered the following Regulations, Orders, and the Bill:

Matters Considered:

e Regulations under Section 29 read with Section 7 of the Foreign Exchange Act, No. 12
of 2017
(Published in the Gazette Extraordinary No. 2371/48 dated 16.02.2024, and presented to
Parliament on 24.04.2024);

¢ Regulations under Section 29 read with Section 7 of the Foreign Exchange Act, No. 12
of 2017
(Published in the Gazette Extraordinary No. 2371/49 dated 16.02.2024, and presented to
Parliament on 24.04.2024);

¢ Regulations under Section 29 read with Section 7 of the Foreign Exchange Act, No. 12
of 2017
(Published in the Gazette Extraordinary No. 2371/50 dated 16.02.2024, and presented to
Parliament on 24.04.2024);

¢ Order under Section 2(1) of the Finance Act, No. 25 of 2003
(Published in the Gazette Extraordinary No. 2369/27 dated 01.02.2024, and presented to
Parliament on 02.04.2024); and

e Order under Section 2(1) of the Finance Act, No. 25 of 2003
(Published in the Gazette Extraordinary No. 2374 /19 dated 06.03.2024, and presented to
Parliament on 02.04.2024).

Date considered by the Committee:
25.04.2024 Time: 11.30 a.m.
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Members Present

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

Hon. (Mrs.) Diana Gamage

Hon. Rauff Hakeem, Attorney-at-Law

Hon. Wajira Abeywardana

Hon. Chandima Weerakkody, Attorney-at-Law
Hon. (Dr.) Nalaka Godahewa

Hon. Mayantha Dissanayake

Hon. (Dr.) Kavinda Heshan Jayawardhana

Officials Present

Ministry of Finance, Economic Stabilization and National Policies
Mr. A. K. Senevirathne, Deputy Secretary to the Treasury

Department of Fiscal Policy

Dr. Kapila Senanayake, Director General
Ms. P.S Kumaraguru, Assistant Director
Ms.S. Suganya, Assitant Director

Department of Trade and Investment Policy
Mr. R.K.R.R Ranaweera, Additional Director General

Department of Customs
Mr. A.S.N Pathinisekara, Deputy Director
Ms. S.U Lokubalasooriya, Superintendent of Customs

Ministry of Labour and Foreign Employment
Mrs. K.D.R. Olga, Additional Secretary (Policy Formulation)

Ministry of Ports, Shipping and Aviation
Mr. K.D. S. Ruwanchandra, Secretary

Mr. E.M.S.B. Jayasundara, Additional Secretary (Development)
Mrs. W.S. Pushparani, Chief Finance Officer

Merchant Shipping Secretariat
Mr. P.R.A. Wijesinghe, Director General

Mrs. N.P. Dharmaratne, Chief Accountant
Mrs. N. Jayasinghe, Legal Officer

Civil Aviation Authority of Sri Lanka
Mr. D.W.S. Narangoda, Vice Chairman

Mr. A.V.M. Sagara Kotakadeniya (Retd), Director General Civil Aviation & Chief Executive Officer
Ms.M.N. Wickramanayake, Director (Finance and Revenue Management)

Mr. H.M.R. Samanpriya, Director (Aerodromes)

Mr. C.N. Gunawardhane, Director (Research and Development Planning)

Ms. J.LA.T.C. Ariyarathne, Manager (Legal Affairs & Enforcement)

Airport and Aviation Services (Sri Lanka) (Private) Limited
Eng. Athula Galketiya, Chairman

Mr. H.S. Hettiarachchi, Head of Airport Management

Ms. I.V. Kulatilaka, Deputy Head of Finance
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Sri Lanka Ports Authority
Mrs. G.N. Liyanage, Director (Finance)
Mr. H.A.S.C.L. Perera, Deputy Chief Operations Manager (Conventional Cargo)

National Audit Office

Mr. E.M.K.M. Padmalal, Senior Assistant Auditor General
Mr. E.M.S. Ekanayake, Superintendent of Audit

Introduction:

Regulations under Section 29 read with Section 7 of the Foreign Exchange Act, No.
12 of 2017

(Published in the Gazette Extraordinary No. 2371/48 dated 16.02.2024, and presented to
Parliament on 24.04.2024)

The updated Regulations eliminate subparagraph (9) from paragraph 1 under
heading A of the Schedule of the Regulations which previously permitted non-resident
investors to engage in short-term loans to Sri Lankan companies via Business Foreign
Currency Accounts. Actions taken under this provision before its repeal remain valid. The
gazette also replaces item (e) of subparagraph (1) of paragraph 4 under heading A of the
Schedule of the Regulations aiming to assist borrowers struggling with repayment
obligations thereby modification of loan repayment terms.

Regulations under Section 29 read with Section 7 of the Foreign Exchange Act, No.
12 0of 2017

(Published in the Gazette Extraordinary No. 2371/49 dated 16.02.2024, and presented
to Parliament on 24.04.2024)

Under the International Monetary Fund’s 48 months Extended Fund Facility of US$
3 billion Regulations are amended and directions to remove exchange restrictions -
prohibition on converting LKR for certain current international transactions and limits
on repatriation by non-residents of proceeds derived from current transactions are
placed with amendments to the Foreign Exchange (Classes of Capital Transactions
Undertaken in Sri Lanka by a Person Resident Outside Sri Lanka).

Regulations under Section 29 read with Section 7 of the Foreign Exchange Act, No.
12 0of 2017

(Published in the Gazette Extraordinary No. 2371/50 dated 16.02.2024, and presented
to Parliament on 24.04.2024)

The Regulations are revised allowing a person resident outside Sri Lanka with
insufficient foreign exchange to convert Sri Lankan rupees for repaying overseas loans
used for investing in International Sovereign Bonds (ISBs) and Sri Lanka Development
Bonds.

Order under Section 2(1) of the Finance Act, No. 25 0f 2003
(Published in the Gazette Extraordinary No. 2369/27 dated 01.02.2024, and presented to
Parliament on 02.04.2024)
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The Order implements a reduction of Embarkation Levy for passengers using
Colombo International Airport - Ratmalana, and Jaffna International Airport. It gives an
extension to the concession given for a period of one year.

Order under Section 2(1) of the Finance Act, No. 25 of 2003
(Published in the Gazette Extraordinary No. 2374/19 dated 06.03.2024, and presented to
Parliament on 02.04.2024)

The Order introduces a reduction of Embarkation Levy for passengers embarking
a ship, ferry or cruise leaving Sri Lanka. The updated schedule states that departing
dividuals will be charged US$ 5 for ferry travel and US$ 20 for cruise travel.

Observations made by the Committee

Under the Regulations under Section 29 read with Section 7 of the Foreign Exchange Act, No.
12 of 2017 (Published in the Gazette Extraordinary No. 2371/49 dated 16.02.2024), Committee
observed that a local company operating soley in LKR without any Forex income, has the
potential to burrow unlimitedly in USD.

The Committee, considering the Regulations under Section 29 read with Section 7 of the Foreign
Exchange Act, No. 12 of 2017 (Published in the Gazette Extraordinary No. 2371/50 dated
16.02.2024) noted that no loans had been burrowed by the Sri Lankan residing abroad to
purchase ISBs and therefore, it was needless to maintain this provision.

The Committee found no issue with the above Orders and Regulations.

Recommendations made by the Committee

e The Committee recommended the officials of the Central Bank of Sri Lanka and the Ministry
of Finance, Economic Stabilization and National Policies to consider to relax laws that inhibit
businesses from freely engage in business.

e The Committee directed the Central Bank of Sri Lanka to submit a brief clarification on the
unlimited burrowing facility given to local companies and its implications.

Matters Considered:

e Recovery of Loans by Banks (Special Provisions) (Amendment) Bill
(Published in the Gazette Suppliment dated 13.03.2024, and presented to Parliament on
21.03.2024);

e Regulations under the Imports and Exports (Control) Act, No. 1 of 1969
(Gazette Extraordinary No. 2376/14 dated 19.03.2024, and presented to Parliament on
24.04.2024);

e Regulations under the Imports and Exports (Control) Act, No. 1 of 1969
(Gazette Extraordinary No. 2373 /28 dated 28.02.2024, and presented to Parliament on
01.04.2024);

¢ Regulations under the Securities and Exchange Commission of Sri Lanka Act, No. 19 of
2021
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(Gazette Extraordinary No. 2366/34 dated 12.01.2024, and presented to Parliament on
02.04.2024); and

e Regulations under the Foreign Exchange Act, No. 12 of 2017
(Gazette Extraordinary 2371/33 dated 15.02.2024, and presented to Parliament on
02.04.2024).

Date considered by the Committee:
30.04.2024 Time: 11.30 a.m.

Members Present

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

Hon. (Dr.) Suren Raghavan

Hon. Premnath C. Dolawatte, Attorney-at-Law
Hon. Madhura Withanage, Attorney-at-Law

Officials Present

Ministry of Finance, Economic Stabilization and National Policies
Mr. A. K. Senevirathne, Deputy Secretary to the Treasury

Department of Fiscal Policy
Mrs. W. T. A. Perera, Tax Advisor

Department of Trade and Investment Policy
Mr.R.K.R.R Ranaweera, Additional Director General
Mr. Asantha Gunasekara, Director

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

Department of Import and Export Control
Mrs. T.T. Upulmalee Premathilake, Controller General

Department of Customs
Mr. G.M.B. Gajanayake, Direcor of Customs
Mr. W.S.C. Wickramasekara, Deputy Director of Customs

Sri Lanka Securities and Exchange Commission
Mr. Chinthaka Mendis, Director General

Mr. Thushara Jayaratne, Deputy Director General
Mr. Rasika Walpita, Assistant Manager
Mr. Renuke Wijewardhana, Chief Regulatory Officer

Central Bank of Sri Lanka

Mrs. R.R.S. De Silva Jayathilake, Director, Bank Supervision Department
Mr. S.G.S.D. Jayasekara, Additional Director, Bank Supervision Department
Mr. W.S. Prasanna, Additional Director, Department of Foreign Exchange
Mr. K.G. Weerakoon, Deputy Director, Department of Foreign Exchange
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Mr. D.J. Perera, Senior. Asstant Director, Bank Supervision Department

Ministry of Industries
Mr. I.C. Pathiraja, Additional Secretary

Ministry of Ports, Shipping and Aviation
Mr. U.]. Lokuarachchi, Head, Information Technology

Mr. Mahinda Dissanayake, Mechanical Engineer

Auditor General’s Department
Mrs. R.M.D.S. Rathnayake, Senior Assistant Auditor General
Mrs. L.S.I. Jayaratne, Superintendent of Audit

Attorney General’s Department
Ms. Tashya Gajanayake, State Counsel

Department of Legal Draftsman
Ms. V.S. Thushari, Assistant Legal Draftsman

Introduction:

Recovery of Loans by Banks (Special Provisions) (Amendment) Bill
(Published in the Gazette Suppliment dated 13.03.2024, and presented to Parliament on
21.03.2024)

The Bill introduces a new Section (4A) to the Recovery of Loans by Banks (Special
Provisions) Act, No. 4 of 1990. This section suspends the sale of any property mortgaged to the
bank as security for a loan in the event of default. The suspension is effective from the date when
Section 4A comes into effect until December 15, 2024.

Regulations under the Imports and Exports (Control) Act, No. 1 of 1969
(Published in the Gazette Extraordinary No. 2376/14 dated 19.03.2024, and presented to
Parliament on 24.04.2024)

Permission is granted for the importation of equipment and goods aimed at improving
border health capacities at Bandaranaike International Airport and Colombo Port. This includes
one refuse garbage compactor truck and vehicles imported as donations under project
agreements funded from sources other than the Consolidated Fund, as well as ambulances on a
non-fee exempt basis.

Regulations under the Imports and Exports (Control) Act, No. 1 of 1969
(Published in the Gazette Extraordinary No. 2373/28 dated 28.02.2024, and presented to
Parliament on 01.04.2024)

Import Control Regulations No. 07 of 2022 placed restrictions on payment terms such as
Open Account, Consignment Account, Documents against Acceptance (DA), and Documents
against Payment (DP). These restrictions were implemented to tackle issues in the foreign
exchange market and under-invoicing during customs clearance. Regulation No. 6 mandated
prior bank endorsements for DA and DP terms, and however this requirement had been lifted
following discussions with the Central Bank, owing to the stability observed in the foreign
exchange market. Consequently, Import Control Regulations No. 04 of 2024 removed Reguation
No. 6, effective from February 29, 2024.
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Regulations under the Securities and Exchange Commission of Sri Lanka Act, No. 19
of 2021

(Published in the Gazette Extraordinary No. 2366/34 dated 12.01.2024, and presented to
Parliament on 02.04.2024)

The Regulations contain revision of fees & charges charged by the Securities and Exchange
Commission from Market Intermediaries and Market Institutions. They establish processing fees,
license fees, renewal fees, penalties for late renewals, and refund policies for each category of
intermediary or institution effective from February 1, 2024.

Regulations under the Foreign Exchange Act, No. 12 of 2017
(Published in the Gazette Extraordinary 2371/33 dated 15.02.2024, and presented to
Parliament on 02.04.2024)

The Colombo Stock Exchange (CSE) has introduced Securities Borrowing and Lending
(SBL) and Regulated Short Selling (RSS) to bolster Sri Lanka's capital market that required
amendmending foreign exchange regulations. Those regulatory changes aim to enable non-
residents to participate in SBL transactions on the CSE, subject to rules enforced by a licensed
clearing house under the Securities and Exchange Commission of Sri Lanka Act. All related
payments must be deposited into designated foreign currency or Sri Lanka Rupees Inward
Investment Accounts to comply with foreign exchange regulations.

Observations made by the Committee

Regarding the Recovery of Loans by Banks (Special Provisions) (Amendment) Bill, the
Committee observed that the intent of the gazette was to protect and support Micro, Small, and
Medium-Sized Enterprises (MSMEs) throughout the country still recovering from multiple crises.
The Committee further observed the importance of allowing all parties to present their cases
through discussions in parate execution to ensure fairness.

The Committee noted that there are 8% non-performing loans (stage IIl loans amounting to LKR
1.43 trillion) in the banking sector. Additionally, over the past 5 years, 2263 parate executions
had occurred, representing 1% of total loans or LKR 14 billion. Of these cases, 57% received
concessions before execution, raising concerns about the fairness of the remaining 43%.

The Committee also questioned the impact of parate suspensions on banks, noting that despite
having adequate funds, banks might be cautious in lending as their recovery periods had
extended. Officials from the Central Bank of Sri Lanka (CBSL) clarified that these concessions
were not granted to willful defaulters but to those with the potential for loan settlement and
business recovery.

During the consideration of the Regulations under the Securities and Exchange Commission of
Sri Lanka Act, No. 19 of 2021, the Deputy Director General of the Securities and Exchange
Commission presented a document titled "Warnings and Cautions Issued by the SEC regarding
Activities on Social Media as of April 30, 2024."

The Committee noted that the regulations in the gazette under the Foreign Exchange Act, No. 12
of 2017 did not clearly specify whether the renewal of the license fee was annual or applicable
only to market institutes not to intermediateries. Upon examination, it was found that the
confusion had been caused by an inadvertent error.
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The Committee found no issues with the above Regulations and the Bill, and required responses
for the directives given for furter clarifications.

Recommendations made by the Committee

e With regard to the Recovery of Loans by Banks (Special Provisions) (Amendment) Bill, it is
necessary to compile a report outlining the distribution of nonperforming loans (NPLs),
including a breakdown by sector eligible for parate execution. Within this framework, it is
necessary to categorize the distribution of NPLs according to sectors, distinguishing between
Micro, Small and Medium-Sized Enterprises (MSMEs), large corporations, and individual
borrowers. This report should encompass data on NPLs spanning the past five years, along
with details regarding the methodology and criteria utilized to determine parate execution for
MSMEs, individuals and larger enterprises based on their turnover.

e The Committee directed that all NPLs be reviewed and MSMEs and individuals have to be
allowed by the CBSL with the Ministry of Finance, Economic Stabilization and National Policies
to present their cases emphasizing the need for fairness.

e The Committee directed the CBSL to submit a proposal for a roadmap of the parate execution
process and its expectation.

e The Committee also recommended that the CBSL has to actively support or provide
preferential treatment to certain sectors such as tourism that is rapidly recovering and
providing vital Forex to the economy.

e The Committee directed the Deputy Director General, Securities and Exchange Commission
(SEC) to submit to the Committee the updated details of the Warnings and Cautions Issued by
the SEC pertaining to Activities on Social Media since January, 2020.

e The Committee recommended that the gazette error with regard to the Regulations under the
Foreign Exchange Act, No. 12 of 2017, be corrected

Decision of the Committee

After consideration, the Committee approved the above Resolutions, Orders, Notification
and the Bill, and decided that the report of the Committee on Public Finance thereon, be
presented to Parliament on 07t of May 2024 by the Hon. (Dr.) Harsha de Silva, Chair of the
Committee.
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