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Report of the Committee

The Committee on Public Finance, at its meeting held on the 08™ April 2025 considered the
following Bill and the Notification:

1). Value Added Tax (Amendment) Bill - L.D. — O. 81/2024
(Presented to Parliament on 01.03.2025 and referred to the Committee)

2). Aswesuma Welfare Benefit Payment Scheme under Section 9 of the Welfare Benefits Act, No. 24

of 2002
(Published in the Gazette Extraordinary No. 2429/02 of 24™ March 2025 and presented to Parliament on
08™ April 2025)

Date Considered by the Committee: 08.04.2025 2.00 p.m.

Members Present

Hon. (Dr.) Harsha de Silva, M.P., (Chair)
Hon. (Dr.) Harshana Suriyapperuma, M.P.,
Hon. Ravi Karunanayake, M.P.,

Hon. M.K.M. Aslam, M.P.,

Hon. (Dr.)(Ms.) Kaushalya Ariyarathne, M.P.,

agbrwdE



6. Hon. Arkam llyas, M.P.,

7. Hon. Nimal Palihena, M.P.,

8. Hon. Chithral Fernando, Attorney at Law, M.P.,

9. Hon. Wijesiri Basnayake, M.P.,

10. Hon. Sunil Rajapaksha, M.P.,

11. Hon. Thilina Samarakoon, M.P.,

12. Hon. Champika Hettiarachchi, M.P.,

13. Hon. (Ms.) Lakmali Hemachandra, Attorney at Law, M.P.,

1. Value Added Tax (Amendment) Bill
Introduction

The Cabinet of Ministers at its meeting held on February 19, 2025, granted approval to publish the Bills to amend
the Value Added Tax Act, No.14 of 2002 (VAT Act) in the Government Gazette. Accordingly, the Value Added
Tax (Amendment) Bill has been published under the Part 11 of the Gazette supplement and issued on February
21, 2025. Legal provisions necessary to facilitate revenue-based fiscal consolidation and strengthen tax
administration which were in Cabinet Memorandum No. 24/2141/804/020 dated 09.12.2024 as approved by the
Cabinet of Ministers on December 09, 2024 are incorporated in the Bills to amend Value Added Tax Act. In
addition, certain amendments have been incorporated in the Value Added Tax (Amendment) Bill to avoid the
unintended effects of the removal of exemptions from the VAT Act, to maintain clarity and to ensure smooth
implementation of the VAT reforms introduced by the Value Added Tax (Amendment) Act, No. 32 of 2023.

The Observations of the Committee

1. Value of supply provided under Section 5 of the VAT Act is proposed to be treated as zero for the following
supplies, which were previously exempted from VAT;

(i) Free or subsidized meals by an employer to his employees at their places of work and transport free
or at a subsidized rate by an employer to his employees using a motor coach between the place of
residence and work place of such employees.

(ii) Reinsurance commission or compensation of any local insurance company received in foreign
currency through a bank, from a reinsurer outside Sri Lanka.

(iii) Unused postage and revenue stamps of the Government of the Democratic Socialist Republic of Sri
Lanka or of a Provincial Council, to the extent of the face value of such stamps.

2. Define the term "unprocessed agricultural products" to mean the produce from cultivation of land or
cultivation in green house, with plants of any description and to include any such produce prepared for the
market by cleaning, sizing, sorting, grading, cutting, drying or chilling.

3. Removing the term "aircraft engines or aircraft spare parts identified under specified Harmonized
Commodity Description and Coding System Numbers for Custom purposes” from the PART I11 of the First
Schedule to the VAT Act.

4. Re-categorize the item (iv) of the paragraph (c) of PART Il of the VAT Act, which provides for the
exemption of the "import of chemical naphtha by the Ceylon Petroleum Corporation to be supplied to Ceylon
Electricity Board for the generation of electricity” under paragraph (a) of PART III.

5. Exemption of the supply of locally produced liquid milk and yoghurt from VAT, with effect from April 01,
2025.

6. Imposing VAT on the supply of services by the Non-residents through an electronic platform.

7. Repeal of the Simplified VAT (SVAT) system, with effect from October 1, 2025 and introducing a risk
based refund mechanism to expedite the refund process.

8. The Hon. (Dr.) Harsha de Silva, M.P. (Chair), noted that he was not in agreement with the proposed
amendment to “repeal of the Simplified VAT (SVAT) system, with effect from October 1, 2025 and
introducing a risk based refund mechanism to expedite the refund process”, while the majority of the
Committee members were in agreement with the proposed amendment. The Hon. Ravi Karunanayake, M.P.,
also expressed his disagreement.



2). Aswesuma Welfare Benefit Payment Scheme under Section 9 of the Welfare Benefits Act, No. 24
of 2002

Introduction
A proposal to amend the welfare benefit scheme has been submitted to the Cabinet of Ministers to revise certain
provisions of the existing welfare benefit payment scheme, considering the proposals presented in the Budget

2025. The Cabinet of Ministers approved this proposal on March 8, 2025. Consequently, the new Gazette No.
2429/02, dated March 24, 2025, has been published to amend Section 9 of the Welfare Benefit Act.

The Observations of the Committee

I.  Currently, about 1,737,000 people selected in the first round under the “Aswesuma Welfare Payment
Scheme” are receiving family benefits. In the first quarter of this year alone, Rs. 51 billion has been paid
for family benefits, the elderly allowance, kidney patients' allowances, and disabled persons' allowances.

Il.  Applications have been invited for the second round under the Aswesuma Welfare Benefit Payment

Scheme and 812900 applications were received.

I1l. Amendments proposed to the Welfare Benefit Scheme in terms of Section 9 of the Welfare Benefit Act

as published in the new Gazette No. 2429/02 dated 24.03.2025:

a) Extension of the benefit period for the transitional social category included in Schedule | of the
Aswesuma Welfare Benefit Scheme by one month from 31.03.2025 to 30.04.2025.

b) Increase of the monthly allowance granted to persons with disability and persons with kidney disease
as contained in Schedule 11 thereof, from Rs. 7,500 to Rs. 10,000 and increase of the monthly
allowance granted to elderly persons from Rs. 3,000 to Rs. 5,000 with effect from April 2025.

c) Extension of the payment period of the disabled persons' allowance, kidney patients' allowance and
the elderly allowance, which is scheduled to end on 30.06.2025, up to 31.12.2025 since the
programmes to empower the beneficiaries of the welfare scheme are still in their initial stages and
the economic downturn in the country has not fully recovered and the above allowances are still in
operation

d) Implementation of the payment of allowances for the elderly, disabled and kidney patients who are
beneficiaries under the Transitional social category until December 2025, even if the monthly
allowances under the transitional social category will end in April 2025.

e) Increase of the number of persons eligible for the Elderly Allowance in Schedule 1l from 820,000
to 1,000,000, as the existing number of eligible persons is not sufficient and, reduction of the number
of persons with disabilities from 410,000 to 300,000, as the number of persons with disabilities was
estimated to be more than the required amount.

IV.  The Committee observed that it is appropriate to take steps to minimize inclusion and exclusion errors
that occur when selecting beneficiaries for the Aswesuma Welfare Payment Scheme within a year.

Decision of the Committee

After consideration, the Committee agreed to;
1. Inland Revenue (Amendment) Bill - L.D. — O. 81/2024
2. Aswesuma Welfare Benefit Payment Scheme under Section 9 of the Welfare Benefits Act, No. 24 of 2002

and decided that the report of the Committee on Public Finance thereon be presented to Parliament on the
09" of April, 2025, by the Hon. (Dr.) Harsha de Silva, Chair of the Committee.
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