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Report of the

Committee on Public Finance
on

Bills of Exchange (Amendment) Bill

Regulations under Section 15 read with Sections 7 (1) and 8 (2) of the Tea (Tax and Control
of Export) Act, No. 16 of 1959
(Published in the Gazette Extraordinary N0.2343/63 dated 5" August 2023)

Order under Section 2 of the Tobacco Tax Act, No. 8 of 1999 as amended relating to imposition
of Tobacco Tax on Beedi
(Published in the Gazette Extraordinary N0.2430/16 dated 1% April 2025)

Regulations made under Section 35 read with Sections 19, 20,21, 22 and 23 of the Public Debt
Management Act, No. 33 of 2024 and the proviso to Article 44(3) of the Constitution of the
Democratic Socialist Republic of Sri Lanka

(Published in the Gazette Extraordinary N0.2443/14 dated 30" June 2025)

Order under Section 22 of the Foreign Exchange Act, No. 12 of 2017
(Published in the Gazette Extraordinary No.2441/14 dated 18™ June 2025)

Presented to Parliament
by
The Hon. (Dr.) Harsha de Silva
Chair of the Committee
Tuesday, the 5" of August 2025
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Report of the Committee

@ The Committee on Public Finance at its meeting held on 15" July 2025 considered the following
Bill and the Regulations:

1.1 Bills of Exchange (Amendment) Bill (Presented to Parliament on 17" June 2025 and referred to the
Committee)

1.2 Regulations under Section 15 read with Sections 7 (1) and 8 (2) of the Tea (Tax and Control of
Export) Act, No. 16 of 1959 (Published in the Gazette Extraordinary No.2343/63 dated 5 August 2023 and
presented to Parliament on 11 July 2025 and referred to the Committee)

Date Considered by the Committee: 15" July 2025 Time: 2.00 p.m.

Members of the Committee on Public Finance Present

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

Hon. Chathuranga Abeysinghe, M.P.,

Hon. Harshana Rajakaruna, M.P.,

Hon. (Dr.)(Ms.) Kaushalya Ariyarathne, M.P.,
Hon. Nimal Palihena, M.P., (joined online)
Hon. Wijesiri Basnayake, M.P., (joined online)
Hon. Champika Hettiarachchi, M.P.,

Nook~wbdE

11 Bills of Exchange (Amendment) Bill
Introduction

The Bills of Exchange Ordinance No. 25 of 1927 of Sri Lanka which covers Bills of Exchange, cheques and
promissory notes is entirely based on the English text of the Bills of Exchange Act of 1882 and is the governing
legislation on Sri Lanka's negotiable instruments. Due to the emergence of certain contentious issues in some
provisions of the Bills of Exchange Ordinance and the obsolescence of others, the Cabinet of Ministers has
granted policy approval on 24" January 2024 to introduce specific amendments aimed at clarifying and improving
the law relating to negotiable instruments. Accordingly, the proposed Bills of Exchange (Amendment) Bill has
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been introduced with the objective of imposing criminal liability on unscrupulous or errant drawers of cheques,
facilitating the legally permissible and innovative use of Bills of Exchange in day-to-day business transactions
and providing for provisions relating to the electronic presentation of cheques, and incorporating new trends in
commercial operations.

Observations and Recommendations made by the Committee

1. The Committee noted that this Amendment Bill introduces provisions for penalties and other consequential
matters in respect of dishonor of certain cheques. The Committee also observed that these new legal
provisions are an important step taken with the aim of reducing the number of such acts and strengthening
confidence in financial transactions.

2. The Committee observed that this amendment provides legal provisions enabling the bankers to transmit the
image of a cheque for payment to the drawee bank by facsimile transmission or other electronic means. The
Committee observed that this eliminates the need to physically carry original cheques, reflecting increased
efficiency and the adoption of innovative technologies.

3. The Committee observed that the statutory framework relating to the “crossing” of cheques has also been
simplified through the provisions of this Bill.

4. The Committee highlighted the importance of educating the general public about this modernization and the
introduction of innovative amendments.

1.2 Regulations under Section 15 read with Sections 7 (1) and 8 (2) of the Tea (Tax and Control of Export)
Act, No. 16 of 1959

Introduction

According to these Regulations, every registered exporter of tea shall pay a Permit Fee of three rupees (Rs. 3/-)
on every kilogram of made tea, at the time of which the Customs Good Declaration is approved by the Tea
Commissioner. It is expected that the Permit Fee shall be credited to the Capital Fund established under Section
14 of the Sri Lanka Tea Board Law No.14 of 1975 enabling to use it for the development and promotion of the
tea cultivation and industry. As a result, it will be able to focus on new tea planting, replanting, infilling to improve
the productivity of tea lands owned by those who engage in the tea industry and also, to improve the efficiency
of tea factories as well as the quality of products.

This will enable the production of finished tea to increase the facilities for the tea growers, producers, brokers
and exporters who are the major stakeholders in the tea sector, improve their income and standard of living, and
contribute to the global promotion of ceylon tea.

Observations and Recommendations made by the Committee

1. It was revealed before the Committee that a large-scale replanting and infilling programme is required to
achieve the national tea production target of 400 million kilograms. The Sri Lanka Tea Board pointed out
that approximately Rs. 100 million would be needed for a properly executed project of this nature, and
that the funds currently available for such development activities are insufficient. Therefore, they
underscored the necessity of increasing the existing levy to around Rs. 15 per kilogram to meet the
sector’s investment needs.
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2. The Commiitee emphasized that as the CESS revenue is ring-fenced for specific development purposes,
such funds should be utilized strictly for the development of the respective sectors for which the levies
were originally imposed.

3. The Committee directed the Sri Lanka Tea Board to submit a detailed report on the collection and
utilization of all taxes, duties, and levies related to tea exports up to date.

(2 The Committee on Public Finance at its meeting held on 22" July 2025 considered the following
Order:

2.1 Order under Section 2 of the Tobacco Tax Act, No. 8 of 1999 as amended relating to imposition of

Tobacco Tax on Beedi
(Published in the Gazette Extraordinary N0.2430/16 dated 1%t April 2025 and presented to Parliament on 11™ July
2025 and referred to the Committee)

Date Considered by the Committee: 22" July 2025 Time: 2.00 p.m.

Members of the Committee on Public Finance Present

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

Hon. Ravi Karunanayake, M.P.,

Hon. Shanakiyan Rajaputhiran Rasamanickam, M.P.,
Hon. (Dr.) (Ms.) Kaushalya Ariyarathne, M.P.,

Hon. Arkam Ilyas, M.P.,

Hon. Nimal Palihena, M.P.,

Hon. Champika Hettiarachchi, M.P.,

Nogak~wbdE

2.1 Order under Section 2 of the Tobacco Tax Act, No. 8 of 1999 as amended relating to imposition of
Tobacco Tax on Beedi

Introduction

Tobacco Tax is imposed under the Tobacco Tax Act, No. 8 of 1999. This order has been issued under Section 2
of the Tobacco Tax Act to increase the tobacco tax levied on each beedi manufactured in Sri Lanka from Rs. 2/-
to Rs. 3/- with effect from 2" April 2025, as proposed in the 2025 Budget.

Observations and Recommendations made by the Committee

1. The Committee observed that the length-based taxation system applied to beedi and cigarette taxation is
inherently flawed. Based on these shortcomings, manufacturers have been incentivized to introduce new
product types as a strategy to avoid higher taxes. Furthermore, it was revealed that manufacturers often
increase retail prices disproportionately in response to tax hikes.

2. Accordingly, the Committee recommended to the Ministry of Finance, Planning and Economic
Development to prepare and submit a comprehensive report on the current cigarette taxation system, with
specific emphasis on the suitability of taxation based on length and other forms such as price-based
taxation and the report should also clearly outline measures to address existing loopholes within the
current tax structure.

3. The Committee observed that the Beedi Manufacturers’ Association had indicated the potential to
increase revenue from Rs. 2 billion to Rs. 15 billion through a revision of the existing tax framework.
Accordingly, the Committee recommended the Ministry of Finance, Planning and Economic
Development to conduct a detailed analysis of the proposal made by the Beedi Manufacturers’
Association.
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(3)
Order:

3.1

3.2

The Committee observed that there has been a notable decline in the number of licensed beedi
manufacturers, with only 840 renewing their licenses this year compared to 1,140 in the previous year
and this suggests a possible increase in unlicensed operations and the Committee further noted that
revenue collection has significantly dropped, with Rs. 469 million collected so far this year, compared to
Rs. 1,055 million last year, falling short of the Rs. 2 billion target.

The Committee drew attention to the smuggling activities related to the procurement of essential Tendu
leaves used in beedi production and the Committee emphasized the significant impact of this issue on
improving tax compliance and increasing revenue.

The Committee observed that the lack of accurate data on actual beedi production within the country and
the gap in tax collection, the lack of data on informal beedi production and workers hinders effective tax
collection and the Committee emphasized that this information must be collected in order to strengthen
regulation and improve revenue generation.

The Committee was of the view that since beedi is an inelastic, addictive product, tax increases should
ideally lead to higher revenue, and urged that decisions on taxation be based on accurate demand elasticity
data. The Committee directed the Ministry of Finance, Planning and Economic Development to identify
and apply a scientific basis, such as the concept of price elasticity of demand to support taxation policies
for both cigarettes and beedis.

The Committee on Public Finance at its meeting held on 29" July 2025 considered the following

Regulations made under Section 35 read with Sections 19, 20,21, 22 and 23 of the Public Debt
Management Act, No. 33 of 2024 and the proviso to Article 44(3) of the Constitution of the
Democratic Socialist Republic of Sri Lanka (Published in the Gazette Extraordinary No.2443/14 dated
30™ June 2025 and presented to Parliament on 22" July 2025 and referred to the Committee)

Order under Section 22 of the Foreign Exchange Act, No. 12 of 2017
(Published in the Gazette Extraordinary No.2441/14 dated 18™ June 2025 and presented to Parliament on 23
July 2025 and referred to the Committee)

Date Considered by the Committee: 29" July 2025 Time: 2.00 p.m.

Members of