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Report of the Committee

The Committee on Public Finance, at its meetings held on the 7th of May 2024, and the 9t of
May 2024, considered the following Orders, Resolutions and Regulations:

Matters Considered:

¢ Resolutions under the Appropriation Act, No. 43 of 2022:
(Presented to Parliament on 07.05.2024)
o Order No. 1-26

o Order No. 27
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o Order No. 28
o Order No. 29
o Order No. 30
o Order No. 31
e Order under the Ports and Airports Development Levy Act, No. 18 of 2011
(Published in the Gazette Extraordinary No. 2364 /37 dated 31.12.2023, and presented
to Parliament on 02.04.2024)
e Order under the Revenue Protection Act, No. 19 of 1962
(Published in the Gazette Extraordinary No. 2365/51 dated 04.01.2024, and presented
to Parliament on 25.04.2024)
e Order under Section 14 of the Sri Lanka Export Development Act, No. 40 of 1979
(Published in the Gazette Extraordinary No. 2365/50 dated 04.01.2024, and presented
to Parliament on 25.04.2024)

Date considered by the Committee:
07.05.2024 Time: 11.30 a.m.

Members Present

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

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

Hon. Johnston Fernando

Hon. Patali Champika Ranawaka

Hon. Duminda Dissanayake

Hon. Nimal Lanza

Hon. (Dr.) Kavinda Heshan Jayawardhana
Hon. Mayantha Dissanayake

Hon. M. W. D. Sahan Pradeep Withana
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
Mr. K.S.M. De Silva, Director
Mrs. W.T.A. Perera,Tax Advisor

Department of Trade and Investment Policy
Mr. K.A Vimalenthirarajah, Director General
Mr. R.A.S.A. Rajapakse, Deputy Director

Department of National Budget
Mrs. M.A. Nandani, Additional Director General
Mr. P.R. Kumara Senanayake, Director

Department of Inland Revenue
Mr. H.S. Samantha Kumara, Senior Commissioner
Mrs. S.I. Asanthi, Commissioner
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Mr. N.C. Wijewardana, Senior Deputy Commissioner

Department of Customs
Mr. AW.L.C. Weerekoon, Senior Deputy Director
Mrs. Gangani Gunawardhane, Deputy Director

Ministry of Trade, Commerce and Food Security
Mr. Nalinda Wijeratne, Director of Commerce

Mr. Chandima Kiriwandala, Director of Commerce

Ministry of Investment Promotion
Mrs. M.A.A. Niroshani, Director (Planning)

Mr. Kusal D. Perera, Director (Finance)
Mrs. 0.M.G. Kumudinie, Director (Policy and Planning)

Presidential Secretariat

Office for International Treaties
Mr. K.J. Weerasinghe, Chief Negotiating Officer

National Audit Office
Mr. E.M.K.M. Padmalal, Senior Asistant Auditor General

Introduction:

Resolution under the Appropriation Act, No. 43 of 2022 (Order No. 1-26)

The resolution seeks to revise limits for Public Officers' Advance "B" Accounts activities —
2023 of 26 government institutions, allowing for loans and advances to public officers in the fiscal
year 2023. These limits were originally set by Schedule III of the Appropriation Act No. 43 of
2022, with the Minister of Finance empowered to make changes as needed. The revisions in 2023
stayed within the estimated total expenditure, ensuring no negative impact on the revised budget
for that year. Orders 1 - 26 deal with the loan and expenditure limits.

Resolution under the Appropriation Act, No. 43 of 2022 (Order No. 27)

The Department of Educational Publications in Sri Lanka manages the Advance Account
of Printing, Publicity, and Sales of Publications (Item No. 21302), vital for producing and
distributing educational materials. Adjustments in the Order include reducing the minimum
receipt limits to Rs. 14,100 million from Rs. 30,000 million and raising the maximum liabilities
to Rs. 10,000 million from Rs. 1,600 million. These changes aim to enhance financial
management, ensuring efficient operations in the education sector.

Resolution under the Appropriation Act, No. 43 of 2022 (Order No. 28)

Order No. 28, lowers the limits on the Sri Lanka Navy's Stores Advance Account
(Explosive Items), specifically for the purchase, storage, and distribution of explosives,
firearms, and ammunition in Sri Lanka on a commercial basis. The justification cites the
expiration of the one-year import period for ammonium nitrate, granted by the Cabinet
of Ministers. The reductions outlined in the order the maximum Expenditure Limit
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decreased to Rs 2,370 million from Rs 6,400 million, minimum Receipts Limit decreased
to Rs 2,485 million from Rs 8,320 million. And the maximum Debt Balances Limit
decreased to Rs 115 million from Rs 2,120 million.

Resolution under the Appropriation Act, No. 43 of 2022 (Order No. 29)

The Order amends the Appropriation Act to raise the maximum expenditure limit of the
"Prisons Industrial and Agricultural Undertakings Advance Account” from Rs. 110 million to Rs.
140 million, and the minimum receipts limit from Rs. 120 million to Rs. 150 million. This account
supports industrial and agricultural activities in 18 prison institutions. The increased limits
enable broader programming in industrial, agricultural, and animal husbandry sectors.

Resolution under the Appropriation Act, No. 43 of 2022 (Order No. 30)

The resolution seeks to adjust expenditure and receipt limits for Order No. 30 -
Maintenance of Agricultural Farms and Seed Sales Advance Account (Item No. 28502) under the
Department of Agriculture. Proposed changes include raising expenditure limits from Rs. 700
million to Rs. 950 million and adjusting minimum receipt limits accordingly. As of June 2023,
expenses totaled Rs. 509 million with income at Rs. 454 million, projecting an estimated
expenditure of Rs. 954 million and income of Rs. 953 million for 2023. This account, managed by
the Seed and Planting Material Development Center, aims to produce and distribute quality local
seeds and planting materials to farmers at discounted rates.

Resolution under the Appropriation Act, No. 43 of 2022 (Order No. 31)

The Resolution within the Appropriation Act raises the maximum expenditure limit for
the "Stored Advance Account-Government Factory" from Rs. 120 million to Rs. 160 million,
without revising the minimum receipt limit. Additionally, the maximum debit balance limit is to
be increased from Rs. 40 million to Rs. 70 million. This account manages the procurement,
storage, and distribution of raw materials, tools, equipment, and other necessities for
manufacturing within the Government Factory. Expenditures related to Advance Account
Activities are outlined in the third schedule of the Appropriation Act.

Order under the Ports and Airports Development Levy Act, No. 18 of 2011

As of January 1, 2024, the Value Added Tax (VAT) exemptions on some commodities,
including some essential items, have been lifted, resulting in the implementation of an 18% VAT
rate to previously exempt items. Considering the potential challenges arising from the rising cost
of living due to increase in VAT, the Order removes the Ports and Airports Development Levy
(PAL) on 26 essential items including Petrol, Diesel, and Fertilizers, as PAL has to be phased out
completely within five (05) years in accordance with the 2023 budget proposal No. 34.6
(Phasing-out of Para Tariffs).

Order under the Revenue Protection Act, No. 19 of 1962

The Order addresses the “Resumption of Implementation of Tariff Liberalization Program
(TLP) under Sri Lanka Singapore Free Trade Agreement". It includes implementing the TLP for
Category "6" without retrospective effect from 2023, in accordance with the Agreement's
provisions. Specifically, the second annual installment of Customs Import Duty (CID) for 1,222
HS Codes in Category "6" was to be removed from December 31, 2023. This Order enacts that
change from January 06, 2024, with the removal of two annual installments of CID which are
recorded in cumulative basis.
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Order under Section 14 of the Sri Lanka Export Development Act, No. 40 of 1979

The Order enacts adjustments to the customs import duty (CID) under the Sri Lanka -
Singapore Free Trade Agreement. It eliminates the second installment of the CID on specific
Harmonized System (HS) Codes categorized under "6" of the Tariff Liberalizations Program
(TLP) starting January 6, 2024. This aligns with the Cabinet's approval to resume the TLP
implementation from 2023 without retrospective effect, with the goal of ensuring compliance
with the trade agreement provisions.

Observations made by the Committee

With regard to the Resolution under the Appropriation Act, No. 43 of 2022, the officials of the
Finace, Economic Stabilization and Public Policies explained to the Committee that the
adjustments were done according to necessities of the institutes and therefore could not be
homogenous. It was revealed to the Committee that the Department of Cinnamon Development
which fell under the Orders 1-26, had only an Acting Director General in charge of operations.

The Committee noted that due to delays in payment procurement under Order No. 27 for printing
school textbooks, the outstanding amount in the accounts decreased to LKR 16 billion instead of
LKR 30 billion. Adjustment is necessary to rectify this discrepancy.

Under Order 29, the Committee noted that the Advance account had been raised from LKR 110
million to LKR 140 million due to a rise in the number of prisoners. However, there was a
decrease in the prisoner count from 2020 to 2021. Additionally, the Committee observed that
price fluctuations made it impractical to preallocate funds for prisoner productions.

With regard to the Order No. 30, the Committee observed that the process of seeds, manure,
storage, and distribution of agricultural produce should be treated as a unified process and there
was a lack of supervision and regulation regarding the provision of seeds.

With regard to the Order No. 31, the Committee observed that the Advance Account limit for
stores of the Government Factory had been increased. The Committee also observed that the
justification provided by the Ministry for this revision included purchases required for repairing
and assembling wooden flooring at Independence Arcade.

The Committee found no issues with the Order under the Ports and Airports Development Levy
Act, No. 18 0of 2011, Order under the Revenue Protection Act, No. 19 of 1962, and the Order under
Section 14 of the Sri Lanka Export Development Act, No. 40 of 1979. The Committee noted that
since the Sri Lanka-Singapore Free Trade Agreement (SLFTA) had already been implemented
disruptions were unnecessary.

The Committee observed that the investment arrivals through the SLFTA had been
underwhelming.The Chief Negotiator explained that according to the figures from the Board of
Investment, which was responsible for the economic success of the agreement, only one
investment came through in 2021, four in 2022, and five in 2023 (worth US$ 152 million). This
was deemed unsatisfactory despite the gradual increase in investments. The Committee noted
that feasibility studies had not been conducted prior to the signing of the agreement, Singapore
has 15 similar agreements with other countries which could be looked into for assessing SLFTA,
and the Office of International Trade (OIT), responsible for managing the SLFTA, lacked sufficient
funds, resources, and staff to effectively carry out its operations and duties.
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Recommendations made by the Committee

e With regard to the Resolution under the Appropriation Act, No. 43 of 2022 the Committee
directed the the Deputy Secretary to theTreasurery to:

e submit to the Committee an explanation regarding the Department of Cinnamon
Development, its activities, and its current status;

e you to submit a brief explanation to the Committee that whether the concessionary price
scheme for seeds was sustainable; and

e submit an explanation to the committee clarifying that the government is not bearing the
costs of private companies such as Independence Arcade, and whether such expenses are
recoverable.

e The Committee, expressing its readiness to support the OIT in conducting feasibility studies
on potential international agreements for Sri Lanka, recommended requesting the attention of
His Excellency the President to address the aforementioned issues of the OIT, enabling it to
fulfill its duties and responsibilities efficiently.

Matters Considered:

¢ Resolution under Section 75(1) of the Inland Revenue Act, No. 24 of 2017
(Convention between the Government of the Democratic Socialist Republic of Sri Lanka and the
Government of the Kingdom of Saudi Arabia for the Avoidance of Double Taxation and the
Prevention of Tax Evasion with Respect to Taxes on Income)

(Entered in to on 26.01.2023, and presented on 24.04.2024)

¢ Regulation under Section 123 (8) of the Inland Revenue Act, No. 24 of 2017
(Published in the Gazette Extraordinary No. 2376/25 dated 21.03.2024 and presented to
Parliament on 07.05.2024)

¢ Regulations under Imports and Exports Control Act No. 1 of 1969
(Published in the Gazette Extraordinary No.2379/03, and presented to Parliament on
07.05.2024)

e Order Under Section 2 of the Special Commodity Levy Act, No. 48 of 2007
(Published in the Gazette Extraordinary No.2360/52 dated 30.11.2023, and presented to
Parliament on 25.04.2024)

¢ Order Under Sectio 5 of the Special Commodity Levy Act, No. 48 of 2007
(Published in the Gazette Extraordinary No.2365/04 dated 02.01.2024, and presented to
Parliament on 25.04.2024)

e Order Under Section 2 of the Special Commodity Levy Act, No. 48 of 2007
(Published in the Gazette Extraordinary No.2365/84 dated 07.01.2024, and presented to
Parliament on 25.04.2024)

¢ Order Under Section 2 of the Special Commodity Levy Act, No. 48 of 2007
(Published in the Gazette Extraordinary No.2372 /06 dated 19.2.2024, and presented to
Parliament on 25.04.2024)

¢ Order Under Section 5 of the Special Commodity Levy Act, No 48 of 2007
(Published in the Gazette Extraordinary No.2373/42 dated 01.03.2024, and presented to
Parliament on 25.04.2024)

Date considered by the Committee:
09.05.2024 Time: 11.30 a.m.
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Introduction:

Resolution under Section 75 (1) of the Inland Revenue Act, No. 24 of 2017
(Convention between the Government of the Democratic Socialist Republic of Sri Lanka and the
Government of the Kingdom of Saudi Arabia for the Avoidance of Double Taxation and the
Prevention of Tax Evasion with Respect to Taxes on Income)

(Entered in to on 26.01.2023, and presented on 24.04.2024)

This agreement with the Kingdom of Saudi Arabia outlines rules to prevent paying taxes
twice on the same income. It is like the other 45 agreements Sri Lanka has signed. Under this
Resolution, royalties and interest are taxed at a maximum rate of 10%.

Regulation under Section 123 (8) of the Inland Revenue Act, No. 24 of 2017
(Published in the Gazette Extraordinary No. 2376/25 dated 21.03.2024 and presented to
Parliament on 07.05.2024)

Starting from April 1, 2024, specific government institutions are required to regularly send
particular details such as land/property ownership, lease agreements, registered companies,
shareholders, vehicles, government contracts, and financial information like accounts and loans
to the Commissioner General of Inland Revenue (CGIR). This reporting must be carried out via
approved electronic platforms, and the CGIR will utilize this data in the Revenue Administration
Management Information System (RAMIS) for risk assessment. All organizations must adhere to
these regulations. If any organization lacks the necessary information before the notification,
they must begin keeping it from July 1, 2024. The CGIR will inform organizations about when
they should commence providing this information.
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Regulations under Imports and Exports Control Act No. 1 of 1969
(Published in the Gazette Extraordinary No.2379/03, and will be presented to Parliament on
07.05.2024)

The Special Import License Regulations No. 01 of 2023, originally published in Gazette No.
2312/77 dated January 01, 2023, and subsequently amended, are further amended by this
gazette. This gazette permits the importation of "Black gram" under HS codes 0713.31.22 and
0713.31.29 of Regulation No. 9 of the Special Import License Regulations No. 01 of 2023. Import
Control Licenses will be issued to the State Trading Corporation (STC), the National Food
Promotion Board, and the Hadabimba Authority for the importation of the aforementioned
"Black Gram". The quantity allowed for import is limited to 2,000 metric tons of black gram.

Order Under Section 2 of the Special Commodity Levy Act, No. 48 of 2007
(Gazette Extraordinary No.2360/52 dated 30.11.2023, and presented to Parliament on
25.04.2024)

The Special Commodity Levy (SCL) rates per kilo for nine commodities have been
renewed for another year, including items like Yoghurt, Butter, Dairy Spreads, Dates, Cheese,
Imported Fruits, B-onions, and Canned Fish. The Order, issued under Section 2 of the Special
Commodity Levy Act No. 48 of 2007 and published in Extraordinary Gazette Notification No.
2313/34 on January 04, 2023, is repealed as of December 01, 2023. The new gazette takes effect
on December 1, 2023, and remains in force until December 31, 2024.

Order Under Section 5 of the Special Commodity Levy Act, No. 48 of 2007
(Gazette Extraordinary No.2365/04 dated 02.01.2024, and presented to Parliament on
25.04.2024)

This Order allows for the waiver of the remaining balance of the Special Commodity Levy
on imported rice, in accordance with the Special Commodity Levy Act No. 48 of 2007. The waiver
is granted after collecting Rs. 1 per kg from the applicable levy of Rs. 65 per kg on rice imports
under HS Code 1006.30.29. Importers who obtain an import control license from the Controller
General, Department of Imports and Exports Control, based on the Secretary's recommendation,
are eligible for the waiver. Importation of rice must have a Bill of Lading or Air Way Bill dated on
or after the effective date of the Order. This Order is valid until January 21, 2024, starting from
January 2, 2024, subject to the provisions of Section 2 (3) of the Special Commodity Levy Act No.
48 of 2007.

Order Under Section 2 of the Special Commodity Levy Act, No. 48 of 2007
(Gazette Extraordinary No.2365/84 dated 07.01.2024, and presented to Parliament on
25.04.2024)

This Order introduces the imposition of a Special Commodity Levy on potatoes (H.S. Code:
0701.90) at a rate of Rs. 50.00 per kilogram. The levy is effective from January 8, 2024, to
December 31, 2024, in accordance with the provisions of the Act.

Order Under Section 2 of the Special Commodity Levy Act, No. 48 of 2007
(Gazette Extraordinary No.2372/06 dated 19.02.2024, and presented to Parliament on
25.04.2024)

This Order introduces a Special Commodity Levy under the Special Commodity Levy Act,

No.48 of 2007. The levy rates for various commodities, such as black gram, green gram, cowpeas,
maize, and Kurakkan seeds, are detailed in Annexure 1. Importation of these commodities
requires Ministry of Agriculture’s approval. Furthermore, the order revokes a previous order
regarding cowpeas and Kurakkan/Other - Millet importation, effective from February 20, 2024.
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The validity of this Order extends until December 31, 2024, in line with the provisions of Section
2 (3) of the Special Commodity Levy Act, No. 48 of 2007.

Order Under Section 5 of the Special Commodity Levy Act, No 48 of 2007
(Gazette Extraordinary No.2373 /42 dated 01.03.2024, and presented to Parliament on
25.04.2024)

This Order grants a waiver on the remaining balance after collecting Rs. 1 per kilogram
from the applicable Special Commodity Levy of Rs. 200 per kilogram on imported Dates
(classified under HS Code 0804.10.10 and 0804.10.20). This waiver applies to Dates received as
donations or gifts on a no foreign exchange basis from foreign governments, organizations
(including business entities), volunteer associations, and well-wishers. The Order was valid from
March 02, 2024, to April 11, 2024.

Observations made by the Committee

The Committee noted that the Agreement concerning the Resolution under Section 75(1)
of the Inland Revenue Act, No. 24 of 2017 had already been negotiated and concluded. The
Ministry of Finance, Economic Stabilization, and National Policies received the final version from
Saudi Arabia through the Ministry of Foreign Affairs on January 4, 2024. The Committee further
observed that the Agreement aimed to eliminate double taxation and tax evasion in both
countries. Regarding the application of tax on global income for foreign investors, the Committee
noted that Sri Lankan tax laws require residents (who have resided in Sri Lanka for 183 days
within 12 months) to pay taxes on income received both in and outside Sri Lanka. The Committee
discussed how billionaire investors often choose to invest in countries like Dubai due to the
absence of taxation on revenue generated outside, attracting significant investments. The
Committee questioned officials from the Ministry of Finance, Economic Stabilization, and
National Policies about the residential tax policy principle, which has been continually accepted
in Sri Lanka. The Committee found it somewhat unfair that a 30% tax had to be paid on the sale
of goods produced in Sri Lanka and exported, while the provision of services abroad was tax-
exempt.

With regard to the Resolution under Section 75 (1) of the Inland Revenue Act, No. 24 of 2017, the
Committee observed that the data provided for RAMIS would need to be reentered. The
Committee questioned officials from the Ministry of Finance, Economic Stabilization, and
National Policies about the readiness of the system to receive this data and whether the
institutions have the capability to provide it. It was noted that chief information officers in these
institutions were responsible for the data. Additionally, the Committee learned that a specific
Information Technology committee had been established within the Ministry to coordinate with
relevant institutions.

The Committee noted the matters in the Regulations under Imports and Exports Control Act No.
1 of 1969 had been repeatedly discussed and found no issue with them.

The Committee found no issues with the five Orders under the Special Commodity Levy Act, No
48 of 2007.

Recommendations made by the Committee

e The Committee directed the Deputy Secretary to the Treasury, Ministry of Finance,
Economic Stabilization, and National Policies to:
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[II.  Ensure that relevant institutions update their data systems by July 1, 2024, and
implement an effective data submission process before this deadline. If this is not
feasible, the Committee must be informed, as relevant officials will be summoned
before the Committee in the near future; and

1Iv.  Provide the concerned institutions with a proper template or format for submitting
information compatible with RAMIS to the Department of Inland Revenue (IRD)
before June 9, 2024, within one month. This must be done after mutual
consultation between the Information Technology teams of both the IRD and those
institutions, and the Ministry must promptly report back to the Committee on its
progress and completion.

e Considering the five Orders under the Special Commodity Levy Act, No. 48 of 2007, the
Committee recommended a holistic approach to the tariff policy. The Committee observed
that the government policy should be implemented consistently, despite officials pulling
it in different directions.

Decision of the Committee

After consideration, the Committee approved the above Orders, Resolutions, and
Regulations, and decided that the report of the Committee on Public Finance thereon, be
presented to Parliament on 13t of May 2024 by the Hon. (Dr.) Harsha de Silva, Chair of the
Committee.
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