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Report of the Committee

The Committee on Public Finance, at its meetings held on the 7th of March 2024, 22nd of May
2024, and the 28th of May 2024, considered the following Bill, Order and Regulation:

e Public Debt Management Bill
(Published in the Gazette on April 18, 2024 and, presented to Parliament on April 26, 2024)

e Order under Section 3 of the Ports and Airports Development Levy Act No. 18 of 2011
(Published in the Gazette Extraordinary No. 2350/45, dated 21.09.2023)

e Regulations under Section 27 of the Welfare Benefits Act, No. 24 of 2002.
(Published in the Gazette Extraordinary No. 2382/02, dated 29.04.2024)

Matter Considered:

e Public Debt Management Bill

Date considered by the Committee:
22.05.2024 Time: 11.30 a.m.

Members Present

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

Hon. Patali Champika Ranawaka

Hon. Chandima Weerakkody, Attorney-at-Law
Hon. Nimal Lanza

Hon. U. K. Sumith Udukumbura

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 Public Enterprises
Mr. P.A.S. Athula Kumara, Director General
Miss. K.V.C. Dilrukshi, Director

Department of Treasury Operations
Mr. H.C. Dilip Silva, Director General
Mr. K.S. Dayaratne, Director

Department of External Resources

Mr. Ajith Abeysekara, Director General

Mr. Samantha Bandara, Additional Director General
Mr. Rohan Crishantha, Director
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Ms. Himali Bogodagedara, Director
Mr. Prabash Jayalath, Director
Ms. Sewwandi Amarasekara, Deputy Director

National Audit Office
Mrs. R.M.D.S. Rathnayaka, Senior Assistant Auditor General
Mr. E.M.S. Ekanayake, Assistant Auditor General

Legal Draftsman’s Department
Mrs. D.D. Weerakkody, Deputy Legal Draftsman

Mrs. B.K.N. de Silva, Assistant Legal Draftsman

Attorney General’s Department
Mr. Mahen Gopallawa, Senior Deputy Solicitor General

Central Bank of Sri Lanka

Dr. P. Nandalal Weerasinghe, Governor

Mrs. K.M.A.N. Daulagala, Deputy Governor

Dr. C. Amarasekara, Assistant Governor

Mrs. R.M.C.H.K. Jayasinghe, Director, Department of Supervision of Non-Bank Financial
Institutions

Dr. (Mrs.) A.A.LLN. Wickamasinghe, Director, Legal

Mr. N.D.Y.C. Weerasinghe, Superintendent, Public Debt

Mr. K.A.U.S.K. Thilakarathne, Deputy Superintendent, Public Debt

Mr. L.M.P. Vithanage, Deputy Director, Legal

Mrs. S.D. Jayanetti, Senior Assistant Director, Department of Supervision of Non-Bank Financial
Institutions

Introduction

This Bill aims to regulate public debt management, including borrowing, issuing, and
servicing government debt. It establishes the Public Debt Management Office (PDO) to oversee
these activities and addresses related matters. Sri Lanka has committed to the International
Monetary Fund’s Extended Fund Facility program to improve debt management by establishing
a public debt management agency by December 2024. The PDO is crucial for restoring public debt
sustainability and centralizes public debt functions, necessitating amendments to related laws.

Observations Made by the Committee

The Committee observed that the Public Debt Management Bill should be considered
alongside the Public Financial Management Bill gazetted on May 14, 2024, as it further
strengthens the Bill. While the Bill grants Parliament authority over medium-term debt
management, the Committee identified a gap in accountability. The Financial Management
Responsibility Act (FMRA) and Medium Term Debt Strategy (MTDS) previously existed, but there
was no mechanism to ensure officials were held responsible for missing targets. Officials of the
Ministry of Finance clarified that the legal framework for this authority has yet to be established,
and the provisions for such a setup are not clearly defined in the Bill.

Previously, the Minister of Finance was accountable for debt management, while the Director
General of a Department handled the operational aspects. The Committee expressed concern
over the Minister's operational autonomy in the Bill and queried how conflicts between the
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Minister and the PDO would be addressed. The CBSL Governor clarified that the Minister decides
on debt, but the operational authority is free from the Minister's influence. The Committee noted
that operational autonomy is a technical matter and that the Bill does not clarify conflict
avoidance, emphasizing that Parliament holds ultimate accountability for public debt via MTDS.

The Committee observed that the stress tests on debt would be handled by Regulations, with the
representatives of the Attorney General’s Department noting that these Regulations would
further specify the provisions of the Bill. The Committee queried whether the Bill empowers the
Public Debt Management (PDM) Committee and provides protection in case of conflicts with the
Minister of Finance. They noted that while the Minister, as the publicly elected official, has sole
decision-making authority, the Committee can express opinions and Regulations could provide
safeguards.

Loan guarantees for "economic development" were considered ambiguous by the Committee, as
the term could be broadly interpreted. Treasury officials suggested this could be addressed
through Regulations. The Committee also noted a significant positive change where State Owned
Enterprises (SOEs) in financial trouble would not be extended loan guanratees under the new
Bill. However, when questioned by the Committee on Public Finance (CoPF) regarding guarantees for
foreign loans obtained by SOEs, it was noted that despite the original decision to prohibit new Treasury
guarantees on SOE liabilities in foreign currency, such guarantees will still be provided. The officials
stated that discussions with the International Monetary Fund led to an agreement to provide guarantees
for foreign loans up to a certain limit. It was revealed that these cases would be referred to the PDM
Committee and then the Cabinet of Ministers, with SOEs not responsible for settling loans under
the government’s guarantee.

The Committee raised questions about the selection process for primary dealers. The Central
Bank Governor clarified that the selection will be done jointly with the CBSL, and oversight will
remain with the CBSL. While this isn't currently included in the Bill, the Ministry of Finance
intends to introduce an amendment during committee stages. The Committee was satisfied with
the overall presentation of the Bill.

Recommendations Made by the Committee

o The Committee recommended that stress tests on debt should be mandatory.

e The Committee recommended that a commission or similar mechanism be established to
allow the public to have a voice in public debt management.

e The Committee recommended that for transparency and to raise public awareness of debt,
there should be opportunities for public stakeholders to provide feedback on the quarterly
Debt Bulletin.

o The Committee recommended that all agreed revisions would be brought as committee-stage
amendments or as regulations to further strengthen the Bill.

e The Committee recommended that the officials clearly define "Financial Difficulty” and
"Economic Development” through Regulations, expressing concern over the ambiguous
language in Section 19 and 20.

Matter Considered:

e Order under Section 3 of the Ports and Airports Development Levy Act No. 18 of 2011

Dates considered by the Committee:
07.03.2024
28.05.2024

Time: 11.30 a.m.
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07.03.2024

28.05.2024

Members Present

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

Hon. Madhura Withanage, Attorney-at-Law
Hon. Mayantha Dissanayake

Hon. (Dr.) Nalaka Godahewa

Hon. Mahindananda Aluthgamage

Hon. (Dr.) Major Pradeep Undugoda

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. Silva, Director
Ms. S. Suganya, Assistant Director

Ministry of Trade, Commerce and Food

Security
Mr. B.H.M.D. Herath, Director

National Audit Office
Mr. E.M.K.M. Padmlal, Senior Assistant
Auditor General

Members Present

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

Hon. Johnston Fernando

Hon. Rauff Hakeem, Attorney-at-Law

Hon. Mahindananda Aluthgamage

Hon. Nimal Lanza

Hon. M. A. Sumanthiran

Hon. Mayantha Dissanayake

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. Silva, Director

Department of Trade and Investment
Policy
Mr. K.D.J. Wasantha, Tariff Analyst

Department of National Planning
Mrs. L.A.Y.D. de Silva, Director

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

Ministry of Trade, Commerce and Food

Security
Mr. Kumudu Meegahage, Director

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

National Audit Office
Mr. G.H.D. Dharmapala, Senior Deputy
Auditor General

Introduction

This Order reimposes the Ports and Airports Levy (PAL) on milk and cream, concentrated
or containing added sugar or other sweetening matter, under Harmonized System (HS) heading
04.02 and specific HS codes. The PAL tax on these items under Section 3(3) of the Ports and
Airports Development Levy Act, No. 18 of 2011 had been previously removed, allowing the
Minister to exempt or specify a concessionary rate for certain articles.

23



Observations & Recommendations Made by the Committee (Day 01- 07.03.2024)

The Committee observed that the gazette was issued to increase the PAL from 10%. Prior
to 2020, the levy was set at 10%, reduced to 2.5% in February 2021, and then completely
removed in August 2021.

The Committee noted that although the PAL was removed, the anticipated benefit was not passed
on to consumers, as the intention was to generate revenue for the country. Furthermore, the
Committee observed that a pricing formula for milk powder had been created during 2018-2019,
as revealed by the official from the Consumer Affairs Authority, but it had not been used since
December 2019.

The Committee strongly disagreed with the non-implementation of the pricing formula and
decided to reconsider the Order later, following the directives given by the Committee during its
consideration. Finally, the Committee recommended having a discussion on the possibility of
using the HHL

The Committee directed the Ministry of Trade, Commerce and Food Security to,

e submit an explanation for the discontinuation of using the pricing formula for milk
powder;

e make necessary arrangements for the reimplementation of the pricing formula for milk
powder with immediate effect, and inform the Committee if there is any reason for not
reimplementing the said formula; and

e submitan analysis on the revenue loss to the government in fluctuating the PAL for milk
powder from the date of discontinuation of using the formula to date.

Observations & Recommendations Made by the Committee (Day 02- 28.05.2024)

The Committee acknowledged that the Ministry of Trade, Commerce, and Food Security
has responded to the previous directives issued by the Committee. However, the Committee
further identified the policy inconsistency as the Government is expecting to phase out all para-
tariffs, that contradicts this goal by reintroducing a 10% PAL. Furthermore, the imposition of the
PAL to protect domestic producers has not resulted in a reduction of prices for consumers. It is
the same as the imported milk powder. Moreover, the Committee questioned Ministry officials
about the necessity of having a pricing formula for milk powder, as it provided buffers to multiple
issues including foreign exchange fluctuations that the officials cited for not using the formula
and observed that if there were sufficient competition in the milk industry, government
intervention in pricing would not be necessary.

Matter Considered:

e Regulations under Section 27 of the Welfare Benefits Act, No. 24 of 2002.

Date considered by the Committee:
28.05.2024 Time: 11.30 a.m.

Members Present

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

Hon. Rauff Hakeem, Attorney-at-Law

Hon. Mahindananda Aluthgamage

Hon. Nimal Lanza,

Hon. M. A. Sumanthiran

Hon. Mayantha Dissanayake

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. Silva, Director

Department of Trade and Investment Policy
Mr. K.D.J. Wasantha, Tariff Analyst

Department of National Planning
Mrs. L.A.Y.D. de Silva, Director

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

Welfare Benefit Board

Mr. Jayantha Wijeratne, Commissioner

Ms. E.A. Weerasena, Additional Commissioner (Finance)
Mr. Chandana Dissanayake, M & E Sp.

Dr. Harin Gunawardene, Consultant - World Bank

Mr. Prabath Ariyaratne, Information Technology Specialist

Ministry of Women, Child Affairs and Social Empowerment
Mr. A.H.L.D. Gamini Wijesinghe, Additional Secretary (Development I)

Mr. Mahesh Perera, Deputy Director (Planning & Monitoring) (Department of Samurdhi
Development)
Mrs. Jayamali C. Wickramarachchi, Director (National Secretariat for Persons with Disabilities)

Ministry of Public Administration, Home Affairs, Provincial Councils & Local Government
Mr. H.M. Nandasena , Additional Secretary (Home Affairs)

National Audit Office
Mr. G.H.D. Dharmapala, Senior Deputy Auditor General

Introduction

This gazette amends the Welfare Benefit Payment (Selection of Persons Eligible to Receive
Payments) Regulations No. 1 of 2022, building on previous changes from December 2022. Key
updates include adjustments to the composition of selection and appeal committees, data
collection methods, and timelines for objections and claims. The Welfare Benefits Board aims to
identify eligible individuals for welfare benefits and create a transparent beneficiary register. The
application process for welfare benefits has been completed, with 3.4 million applications
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registered. Amendments were deemed necessary before the next step of the Aswesuma Welfare
Benefits Payment Scheme.

Observations Made by the Committee

Apart from the preparation of a transparent register of welfare beneficiaries that requires
updating the selection process through Regulations, the Committee noted that it was necessary
to update the composition of the officials involved in the selection process for eligible welfare
beneficiaries, which was also an objective of the gazette. Previously, Grama Niladhari and
Samurdhi officials had declined to participate in this process. It was revealed to the Committee
that a Select Committee in the above regard has been established by the Regulations under
discussion.

The Committee identified a significant issue with the current data submission and entry process
for identifying eligible persons for the Aswesuma welfare benefits payment program, which uses
the electronic Welfare Beneficiary Information System. It was revealed that certain data had to
be manually collected and entered by data operators, who are responsible for the authenticity of
the information. Such hard copies of applications are kept in case the validity of the electronic
data is challenged. However, this dual process could lead to data misappropriation and
manipulation. The Committee also observed that a separate data recovery process exists to
address issues pertaining to disaster situations. Furthermore, the Committee noted that the
amendment in Section 4 (1) of the Regulation, changing “electronically and otherwise” to
“electronically or otherwise,” could be misleading and manipulated.

The Committee expressed concern that failing to take legal action against those who fraudulently
obtained eligibility for the welfare program has led to the program's ineffectiveness and waste of
taxpayer money. The Committee also noted the change in the eligibility categories specified in
the gazette for receiving welfare benefits and questioned the Officials of the Ministry of Finance,
Economic Stabilization, and National Policies about the criteria for distinguishing between the
“poor” and “severely poor.”

Additionally, the Committee noted that a typographical error indicating that objections against
the program should be filed within 10 weeks instead of 10 days had been corrected. Despite
approving this specific gazette, the Committee identified significant concerns with the selection
methodology.

Recommendations Made by the Committee

The Committee recommended that officials continue to update and strengthen the system.

The Committee issued the following directives to the Ministry of Finance, Economic Stabilization
and National Policies:

e To provide the committee with the mechanism used to identify the cut-off point or deprivation
score for determining the total number of families that fall under each beneficiary category.
The Committee seeks clarification on the mechanism used to identify that only 7% of the
families fall within the Severely Poor category. (During the meeting, it was stated that 7% of
the 2 million families under the poverty rate were categorized as severely Poor.);

e Regarding Regulation (1) of the Gazette Extraordinary 2382 /02, dated 29.04.2024: to change
the phrase “electronically or otherwise” to “electronically and otherwise,” and inform the
Committee; and
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e To provide the following details of the Annual Reports submission of the Welfare Benefits
Board after 2018 to Parliament to the Committee:
o The year of the most recent report and the date presented to Parliament;
o Reports due to be presented to Parliament; and
o Ajustification for why they have not been presented to Parliament or published on
the official Welfare Benefits Board website.

Decision of the Committee

After consideration, the Committee approved the above Bill, Order and Regulation and
decided that the report of the Committee on Public Finance thereon, be presented to Parliament
on 4th of June 2024 by the Hon. (Dr.) Harsha de Silva, Chair of the Committee.
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