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Report of the Committee

The Committee on Public Finance, at its meeting held on the 19th of March 2024 and
21st of March 2024 considered the following Regulations and the Bill:

Matter Considered:-

¢ Regulations under Imports and Exports (Control) Act No. 1 of 1969.
(Published in the Gazette Extraordinary No. 2370/15 dated 07.02.2024, and presented
to Parliament on 07.03 2024.)
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Date of the Meeting: 19.03.2024
Members Present

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

Hon. Johnston Fernando

Hon. Rauff Hakeem, Attorney-at-Law
Hon. Mahindananda Aluthgamage
Hon. Chandima Weerakkody, Attorney-at-Law
Hon. Nimal Lanza

Hon. M. A. Sumanthiran

Hon. Mayantha Dissanayake

Hon. Harshana Rajakaruna

Hon. U. K. Sumith Udukumbura

Hon. Isuru Dodangoda

Hon. M.W.D. Sahan Pradeep Withana

Officials Present

Ministry of Finance, Econnomic Stabilization and National Policy

Sri Lanka Customs

Mr. P.B.S.C. Nonis, Director General

Mr. S. Luckman, Deputy Director of Customs

Mr. W. S. C. Wickramasekera, Senior Deputy Director of Customs

Department of Trade and Investment Policy
Mr. K.A. Vimalenthirajah, Director General

Department of Import and Export
Mr. Mohan Wijerathne, Controller

Central Bank of Sri Lanka

Time: 11.30 a.m.

Dr. P.A.H.E. Paranavithana, Deputy Director (Econmic Research Department)

Ministry of Labour and Foreign Employment
Mr. R.P.A. Wimalaweera, Secretary

Ministry of Foreign Affairs
Mr. U.L.M. Jauhar, Additional Secretary

Ms. Tilani De Silva, Legal Advisior

Ministry of Transport and Highways
Mr.Ranjith Ganganath Rubasinghe, Secretary

Mrs. P.K. Malani, Chief Financial Officer (Transport)
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Department of Motor Traffic

Mrs. D. K. de Silva, Commissioner (Development)

Mrs. T.V. Dhanasingham, Deputy Commissioner (New Registration)

Mr. T.M.S.K. Thennakoon, Assistant Commissioner (Technical)

Mr. K.I. Yogachandra, Legal Officer

Ms. Shiromi Jeewamala, Commissioner (Information and Communication Technology)

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

Introduction - Regulations under Imports and Exports (Control) Act No. 1 of
1969.

The Cabinet of Ministers approved a memorandum on August 08, 2022, allowing Sri
Lankan migrant workers abroad to import electric vehicles upon transferring a minimum
amount of foreign remittance through formal banking channels to licensed banks in Sri
Lanka. The Ministry of Labour and Foreign Employment was tasked with implementing this
scheme. Migrant workers with a valid "Vehicle Import Permit" under Circular No. 02/2022
could import fully electric vehicles until December 31, 2023, under Regulation 12 (a) of
Imports and Exports (Control) Regulations No. 02 of 2023. The scheme, including extending
the deadline for establishing Letter of Credit (LC) for importing motor vehicles, had been
extended until June 30, 2024. Above Regulations, amending Regulation No. 12 (a), aim to
extend that specified period until August 31, 2024.

Observations Made by the Committee

The Committee observed that the electric vehicle permit in question was not a duty-
free allowance but a discount allowance given by easing vehicle import restrictions. It was
revealed to the Committee that as at the date of the meeting, the import of vehicles to Sri
Lanka was only permitted under the afore-mentioned scheme.

The Committee also observed that the imported vehicles were subjected to both the Excise
and the Luxury Tax on Motor Vehicles. However, in this case, the threshold for the Luxury
Tax had been changed from Rs. 6 million to 12 million under the scheme.

The Committee learned that as of December 31, 2023, 296 cars had been imported to Sri
Lanka, and the scheme had been initiated in October 2023.

The Committee also learned that after the issuance of a permit, a vehicle is untransferrable
for a period of 2 years. However, the Committee was informed by the Ministry of Labour and
Foreign Employment that they could not provide assurance regarding the above after the
vehicle issuance clearance. Additionally, the Committee noted that under this scheme, such
a vehicle could be transferred after paying a 10% transfer tax on the CF value, with no
restriction.

The Committee observed that after a Customs investigation on 154 imported vehicles, only
9 out of them had been cleared and the rest were found with import violations.

The Officials informed the Committee that since only the importers of vehicles fill out the
customs documents, it was difficult to trace wrongdoings of the facilitators of vehicle
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importation. The Committee questioned the role of the facilitators and learned that the
government only derives the benefit of the full import taxation on vehicles when it is
conducted through authorized importers, not through facilitators who purchase vehicles and
register them abroad and then import them to Sri Lanka. This created a loophole in payment
taxation since direct import and registration tax was much higher, causing at least a 15% tax
payment gap between the authorized importers and facilitators.

The Committee also learned that under Section 51 of the Customs Ordinance, the issue of
under-invoicing of imported vehicles could not be addressed. The Committee further
observed that Section 12 (23) only dealt with mitigated forfeiture and that Section had only
been used in the case of miscreants. The Committee observed that the Ministry of Finance,
Economic Stabilization, and National Policies was in the process of taking action to amend
the Customs Ordinance in that regard.

Reccommendations Made by the Committee

e The Committee directed that the Ministry of Finance, Economic Stabilization, and National
Policies take immediate action to amend the Section 51 of the Customs Ordinance within
two months to address the issue of under-invoicing, and report to the Committee
periodically.

e The Committee also directed the Ministry of Labour and Foreign Employment to include
all the details of vehicle imports under the scheme titled "Scheme for Granting
Permits/Licenses to Import Fully Electric Vehicles for Sri Lankans Employed Abroad" and
to publish them on the website of the Ministry of Finance, Economic Stabilization, and
National Policies to ensure transparency in accordance with International Monetary Fund
requirements.

e The Committee directed Sri Lanka Customs to furnish a report on imported vehicles with
the details of the importers to the Committee.

Matter Considered:-

Banking (Amendment) Bill.
(Published in the Gazette Supplement dated 06.02.2024, and presented to Parliament on
21.02 2024.)

Date of the Meeting: 21.03.2024 Time: 11.30 a.m.

Members Present

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

Hon. (Dr.) Suren Raghavan

Hon. Rauff Hakeem, Attorney-at-Law

Hon. Wajira Abeywardana

Hon. Duminda Dissanayake

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

Hon. Madhura Withanage, Attorney-at-Law
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Officials Present

Central Bank of Sri Lanka
Dr. P. Nandalal Weerasinghe, Governor

Mrs. T.M.].Y.P. Fernando, Senior Deputy Governor

Mr. A.A.M. Thassim, Assistant Governor

Dr. (Mrs.) A.A.LN. Wickramasinghe, Director, Legal Department

Mrs. R.R.S. De Silva Jayatilake, Director, Bank Supervision Department

Mrs. S. Ketawala, Additional Director, Bank Supervision Department

Mrs. W.G.N.P. Kumari, Deputy Director, Bank Supervision Department

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

Ms. V.N. Samarathunga, Senior Assistant Director, Bank Supervision Department

Attorney General's Department
Mrs. Himali Senanayake, Senior State Counsel

Ms. Mihiri De Alwis, Senior State Counsel

Department of Legal Draftsman
Mrs. G.A.S. Krishanthi, Assistant Legal Draftsman

National Audit Office
Mrs. L.S.I. Jayaratne, Deputy Auditor General
Mrs. R.M.D.S. Rathnayake, Senior Assistant Auditor General

Introduction - Banking (Amendment) Bill

The Bill aims to amend the Banking Act, No. 30 of 1988, with the objective of
enhancing the regulatory framework governing the banking sector. The proposed
amendments encompass various aspects such as redefining the term "company,"
establishing eligibility criteria for banking licenses, stipulating requirements for the
submission of financial statements and application fees, abolishing the differentiation
between domestic and offshore banking business, assigning responsibilities to the Director
of Bank Supervision, and streamlining procedures relating to Ministerial concurrence for
banking transactions. These amendments are intended to fortify the banking system, foster
financial stability, and ensure adherence to regulatory standards in Sri Lanka.

Observations Made by the Committee

The Committee noted that regarding the suitability of shareholders for granting
approval to acquire a material interest, the normal limit was 10%. If the ownership ranged
between 10% and 15%, the Central Bank of Sri Lanka (CBSL) could determine whether the
effects were adverse for competitiveness. Additionally, for ownership exceeding 15% of the
issued capital carrying voting rights, if there was no capital deficiency, the governing board
would make the decision for the commercial bank.

The representatives from the CBSL reassured the Committee that the Bill incorporates
additional measures for macro and micro supervision, as well as mechanisms for early
detection of suspicious activities involving banks and individuals who hold ownership
stakes.
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The Committee learned that the CBSL was satisfied of the capital adequacy of all 12 banks
under their purview. The Committee also discovered that the recapitalization of both the
Bank of Ceylon and the People's Bank primarily stemmed from the liabilities of the Ceylon
Petroleum Corporation and Sri Lankan Airlines Ltd.

The Committee probed into the role of the CBSL as the regulator of monetary affairs
concerning bank auditing, and whether that process could be supervised efficiently by the
CBSL. It was noted that the Sri Lanka Accounting & Auditing Standards Monitoring Board
carried the responsibility for this.

Reccommendations Made by the Committee

e The Committee directed the Central Bank of Sri Lanka to incorporate within the law a
mechanism enabling the resolution of accusations when evaluating the disqualification
criteria for key personnel within banks.

e The Committee further directed the Central Bank of Sri Lanka to implement a monitoring
system to track the transition of offshore operations from local banks and branches of
foreign banks (if applicable) to the Colombo Port City branch.

Decisions of the Committee

After consideration, the Committee approved the above Regulations and the Bill and
decided that the report of the Committee on Public Finance thereon be presented to the
Parliament on Monday, April 1, 2024, by the Hon. (Dr.) Harsha de Silva, Chair of the
Committee.
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