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Report of the Committee

The Committee on Public Finance, at its meetings held on the 6t of August, 2024, considered
the following Reports:

¢ Final Budget Position Report 2023 in terms of Section 13 of the Fiscal Management
(Responsibility) Act, No. 3 of 2003
(Presented to Parliament on 18.06.2024); and

e Mid — Year Fiscal Position Report of the Ministry of Finance, Economic Stabilization
and National Policies for the Year 2024
(Presented to Parliament on 12.07.2024)

Date Considered by the Committee: 06.08.2024 Time: 11.30 a.m.
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Department of External Resources
Mr. W.D.R. Crishantha, Additional Director General

Department of Fiscal Policy

Mr. Darshana Wijesiriwardhana, Additional Director General
Mrs. W.T.A. Perera, Tax Advisor

Ms. W.A.].C. Wickramarachchi, Director

Ms. Nilusha Abeysekara, Deputy Director

Ms. J.G.D. Tharaka, Assistant Director

Ms. D.M.S. Kumari, Assistant Director

Department of Public Enterprises
Mrs. A.R. Wickremasinghe, Director
Ms. K.V.C. Dilrukshi, Director

Department of Treasury Operations
Mrs. Damitha K. Rathnayaka , Additional Director General
Mr. H.P.K. Perera, Additional Director General

Department of National Budget
Ms. Anoma Nandani, Additional Director General

Department of Development Finance
Mrs. Malarmathy Gangatharan, Director General

Department of State Accounts
Mrs. G.M.L.V. Bandara, Director

Department of Inland Revenue
Mrs. V.V. Hettiarachchi, Commissioner
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The Committee considered both of the following reports jointly:

Introduction

Final Budget Position Report 2023 in terms of Section 13 of the Fiscal Management
(Responsibility) Act, No. 3 of 2003
(Presented to Parliament on 18.06.2024)

This Report provides a detailed account of the government's fiscal performance and
financial management for the year 2023. It aims to ensure transparency and accountability in
fiscal policies, detailing revenue collections, expenditure, and public debt management.

Mid — Year Fiscal Position Report of the Ministry of Finance, Economic Stabilization and
National Policies for the year 2024
(Presented to Parliament on 12.07.2024)

This Report provides an overview of the government's fiscal performance for the first
quarter of the year 2024. The report includes key financial indicators, revenue and expenditure
analysis, and the government's efforts to maintain economic stability. It highlights challenges and
progress in achieving fiscal targets, offering insights into economic policy and budgetary
adjustments.

Observations Made by the Committee

The Committee noted a discrepancy in Personal Income Tax (PIT) collection in the Mid —
Year Fiscal Position Report of the Ministry of Finance, Economic Stabilization and National
Policies for the year 2024 due to increased registered employees and compliance issues. The
Committee further noted that although Pay-As-You-Earn (PAYE) contributions rose from Rs.
600,000 in 2018 to Rs. 1.1 million in 2019, the amount fell to Rs. 200,000 in 2020, with current
figures indicating persistent compliance issues The Committee observed that the tax revenue
changes included an increase in PAYE estimates from Rs. 68 billion to Rs. 150 billion, while PIT
collection dropped from Rs. 115 billion to Rs. 40 billion. The Committee observed that the
Department of Inland Revenue's manual report generation processes are inadequate and
unsatisfactory.

Officials from the Ministry of Finance, Economic Stabilization, and National Policies expressed
satisfaction with revenue collection, attributing growth to policy changes. The Committee
observed that there have been no new tax exemptions this year, but non-tax revenue from state-
owned enterprises (SoEs), particularly in profits and dividends, has significantly increased.

Regarding external trade taxes, the Committee observed that there may be a shift from the Special
Commodity Levy to Value Added Tax. The Committee further observed that the government
aimed to maintain a primary surplus of 2.3% from 2025, focusing on managing interest rates and
debt repayment over capital expenditure. The Committee further observed the restructuring of
crisis bonds under the Domestic Debt Optimization (DDO) programme and the recapitalization
of state banks, along with planned SoEs’ restructuring and privatization of entities like Hilton, Sri
Lanka Telecom, Litro Gas Lanka Ltd and Sri Lankan Airlines, were key fiscal management
examples.
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Recommendations Made by the Committee

e The Committee directed the Officials of the Ministry of Finance, Economic Stabilization, and
National Policies to submit a brief report detailing the number of crisis bonds (above 20%)
restructured during the Domestic Debt Optimization Programme, and to provide a clear
understanding of the carrying cost and marginal cost of debt to the Committee.

e The Committee directed the Officials of the Ministry of Finance, Economic Stabilization, and
National Policies to address the delay in submitting the report on Asset Quality and to take
measures to ensure its timely submission.

Decision of the Committee

After consideration, the Committee approved the above Final Budget Position Report
2023 in terms of Section 13 of the Fiscal Management (Responsibility) Act, No. 3 of 2003, and the
Mid-Year Fiscal Position Report of the Ministry of Finance, Economic Stabilization and National
Policies for the year 2024, and decided that the report of the Committee on Public Finance
thereon be presented to Parliament on the 7th of August, 2024, by the Hon. (Dr.) Harsha de Silva,
Chair of the Committee.
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