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Pasgoda Divisional Educational Office of the
Deniyaya Zonal Educational Office in the
Matara District ?

the names, address and telephone numbers of
those schools;

the number of schools in which the total number
of students is less than one hundred out of the
schools mentioned above ?

the names of those schools?
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(b)  Will he state in this House -

(i) whether there are schools in which there are
excess teachers in this Division;

(if)  the names of those schools;

(iii)  the names of the schools in which there is a
shortage of teachers;
(iv) the subjects for which there is a shortage of

teachers;

(v)  whether action will be taken to provide teachers
to those schools in which there is a shortage of
teachers; and

(vi)
(c)  If not, why?

if so, the period of time taken for it ?
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(a) acg ev0ed.

School List - Pasgoda Education Division

*e02008w On DI ¢ #1GHe:

FUTLTL_GE60 sweusbssLiLi’ 1 B)ewsnTLiL).

Annex tabled:

No |Name of School Address Telephone No
1{MR/OLAKUMBURA KV OLAKUMBURA DENIYAYA
2|MR/PAHALA BATANDURA K.V. BATANDURA DENIYAYA
3|MR/THALAPALAKANDA KV THALAPALAKANDA DENIYAYA
4[MR/KIRILIPANA K V MORAGALA KIRILIPANA
5[MR/MOLOGGAMUWA K.V MORAGALA KIRILIPANA
6|MR/URUBOKKA M.M.V. URUBOKKA 0412272357
7|MRIMEKILIYATHENNA KV URUBOKKA
8|MR/KEERIPITIYA KV KEERIPITIYA URUBOKKA
9|MR/DAMPAHALA K.V DAMPAHALA
10|MR/HULANKANDA K.V, HULANKANDA DAMPAHALA
11|MR/GINNALIYAM.V. GINNALIYA URUBOKKA
12|MR/ALAKOLADENIYA K.V URUBOKKA
13|MR/PUHULHENAKANDA K.V BERALAPANATHARA
14{MR/PATTIGALA K.V. BERALAPANATHARA
15|MR/KETAWALA K.V BERALAPANATHARA
16/MR/BERALAPANATHARA M.V BERALAPANATHARA 0413418192
17|MR/KOONGAHADENIYA KV POTHDENIYA
18|MRIVILAYAYA KV VILAYAYA DAMPAHALA
19|MR/BENGAMUWA M.V BENGAMUWA.
20|MR/MAWARALA M.V GOMILA MAWARALA 0412291225
21|MRIEHELAKANDA M.V GOMILA MAWARALA'
22{MRIGOMILA KV GOMILA MAWARALA
23|MRIPUWAKGAHAHENA KV GOMILA MAWARALA
24|MR/ROTUMBA VIJAYABAM.V ROTUMBAMATARA 0413418843
25|MR/DENKANDALIYA KV ROTUMBA MATHARA'
26|MR/IPANAKADUWA K.V PANAKADUWA, ROTUMBA 0415687474
27|MR/PASGODA M.V PASGODA MATARA
28|MR/BERALAPANATARA PRIMARY SCHOOL  |BERALAPANATARA.
19|MR/BENGAMUWA PRIMARY SCHOOL BENGAMUWA
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asked the Minister of Youth Affairs and Skills
Development :

(@  Will he inform this House-

(i) whether necessary steps have been taken to set
the participation of the young men and women
of the Northern Province in the activities of the
National Youth Services Council ;

(if) separately of the number of youth clubs
established in each of the districts in the
Province?

(b)  Will he state-

(i) whether necessary steps will be taken to provide
vocational training to young men and women of
the Northern Province;

(if)  the number of the vocational training institutions
established in that Province, and their names;

(iii)  the names of the vocational training conducted
by these institutions;

(iv)  whether an adequate number of young men and
women follow those training courses?

(c)  If not, why?
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asked the Minister of Education :

(@  Will he state in relation to the Grade 5 Scholarship
Examination held in year 2008 -

(i) the percentage of the students who passed the
examination at national level ;

(i)  the percentage of the students who passed the
examination at the Provincial education zonal
and education divisional levels, separately ; and

(iii)  the names of the three education zones that have
recorded the highest percentages?

(b)  If not, why ?
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U @)FFemus@ plailiiumryr?

@) @B, seir?

asked the
@@  will
0}

(i)

Minister of Lands and Land Development:
he admit that -

steps have been taken to distribute the crown
lands situated in Hettipola, Godaulpatha in
Wilgamuwa Divisional Secretary's Division of
Matale district ;

steps have been taken to evict the people who
had been in possession of those lands since 1987,
for this purpose;
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(iii)  steps are being taken to allocate those lands to
other persons despite the fact that aforesaid
persons have been selected by a land kachcheri
to be granted the relevant lands; and

(iv) a severe injustice has been caused to those who
had the possession of those lands?

(b)  Will he inform this House-

(i) if distribution of land as mentioned above is
taking place now, the basis on which it is done;

(ii) the details of distribution or encroachment of
those Crown lands; and

(iii)  whether steps will be taken to implement a fair
programme to provide lands also to the persons
who were in possession of those lands up to
now?

()  Ifnot,why?

OC v D eFthd enImendsy nm (RO v §B®
8080 ¢@ons®a)

(wrewrfl@ ers uTLTT OgeTaTCGhmer - &Hmewf], omrevt
SLNall (B ewFFi)

(The Hon. Janaka Bandara Tennakoon - Minister of Lands
and Land Development)

©0 DO DROB, & O yE»HWd BEnJ wwimmn*
DO

* seneducn @n HAd>» c¢ BERT:
¥ FUTLSL_ S8 eweudbsLL L aflenL .
* Answer tabled:
(@ @ @0

(i) .

(i) .
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8 $d8Qmy0 BBOBNEed cBREBBOT@:
BE 6O
Lof Weui BT LIsVHeneVdhS5e 2 LISsubSI
2 GHGWiITa e 6uTH6sTLD
VICE-CHANCELLOR OF SRI JAYEWARDENEPURA
UNIVERSITY: OFFICIAL VEHICLES
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Handunnetti)
ceed gs0ssy g@imsn®ensy ¢y yEme - (1):

(®) 1) & Sweddmyd 8ddomnEed cumEBBOSw@
BBBY ¢ ©d WO BE SOw WO,

(i) ©F Bwo 88 gomw Ouie;

(ili) ©® CVw WBBWO ewd gm KE-6021 ¢om
©®JO8 CVw EBREBBROCWed BE OO®
@R® ¥IOD WOB) C1YeDS;

(iv) e »® O Vs widnmewsy @b BB
0¥nd moede;

WBIB) O5 @O w¥IDD ¢BIOemEe?

(a0) (i) @=m» NA-S5873 c¢o»d 05 Dowmwnt
COWEBBROCWeET BE 0O® @E®H ®idn O
Bede;

(i) ©® VW avPCWO WasIW B Bedc;
@535 DB ©O® e300 ¢BIOBIEE?

(20 (1) o5xd 88x3 mux® (seized) mo» E¢ CBI®
©0d08 BedmD3 8 oW cBvEBBOSB
887 08 wsiesie;

(i) ®® ovw edxedsy o  31,50,000zF
B@0Bs0Ew D85 @Dy Bedc;

(i) O® Vs OB PFFOLO ey ©@Ce 6520
e @ 05, BOg ©90, 500ewsI8O 883
©39dOE® BB 0d & Bedc;

(Iv) ©® gm0 E®DD C¢ YEE omsOesd;
@535y D@ wewsy mosTemBe?

(47) o9 e »d, S Oxve?

2w sevall gewwiFemrd Csi L ailerr:
(=) (i) L S WeUTSHSTLYT LIVSHDVSHBPHESH6T 2 LIGeubSIT
sHCUTE  LweTUBSSID 2 §5GuwmsLyieu
SUTSHETLD WTOSHETLIEN HU|LD,
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(i)  Gupuy eursern CuUIEGUISSHDHEG 2 HHsSTS
wrpPlwsswliugng  BrorCGameriil qw,  #mer
ofgl @evdssid 65 @v ewwbHgisTer Hesflwmi
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Sjeui GOILLeurymr?

(%) GG, sreir?

asked the Minister of Higher Education:

(@  Will he inform this House-

(i) the type of the vehicle currently being used by
the Vice-Chancellor of the University of Sri
Jayewardenepura ;

(i)  its registration number ;

(iii) whether the motor vehicle bearing the
registration number KE-6021 was used by the
Vice- Chancellor as his official vehicle prior to
the use of the above vehicle;

(iv) if so, the reasons for pulling out that vehicle
without running ?

(b)  Will he inform this House-

(i) whether another vehicle bearing the registration
number NA-5873 is being used by the Vice-
Chancellor as the official vehicle;

(i)  whether that vehicle has met with an accident ?
(c)  Will he state-

(i) whether a Land Rover Discovery jeep seized by
the Customs is being used by the Vice-
Chancellor;

(i)  whether a sum of Rs. 31,50,000 has been paid by
the university for that vehicle;

(iii)  whether it has been handed over to a private
institution at No 65, Kirula road Narahenpita to
repair it to meet running condition;

(iv)  the amount paid to that institution ?

(d)  Ifnot, why?
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(The Hon. S.B. Dissanayake - Minister of Higher Education)
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(Mr. Speaker)
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(The Hon. Ravi Karunanayake)
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(The Hon. Piyankara Jayaratne - Minister of Civil
Aviation)
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Question ordered to stand down.
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NAMINEE COMMUNITY WATER PROJECT: DETAILS
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(The Hon. Ravi Karunanayake on behalf of the
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3)s51@mev, s76dT?

asked the Minister of Water Supply and Drainage:

@)

(b)

©

(d)

©)

ole7g

Will he state -

(i) whether an initial investigation of sources of
water has been carried out prior to the
commencement of the Naminee Community
Water Project, operational in the Salagama
Nagolla area in the Yatawatta Divisional
Secretary's Division in the Matale district;

(if) the proposed site from which water is to be
obtained for this project ;

(iii)

whether 273 families can be provided with water
through that project ?

Will he inform this House of-

(i) the proposed amount of money to be spent on
this project;

(i)  the amount of money collected form beneficiary
families;

(iii)
Will he admit the facts that-

the total amount of money spent ?

(i) water could not be provided to the target 273
families owing to the project being implemented
without carrying out a prior investigation;

(i) to avoid this situation, the Ella Nagolla water
project which was started in 1989 to provide
water to 36 families, has been connected to the
Naminee project;

(iii)  this has resulted in both projects becoming

failures ?

Will he state whether these to projects, which have
become failures owing to integration, will be carried out
separately on the request of the people of the area ?

If not, why ?

2old @&mdIDZ v (Scwdsiem W

BCosdws g ©w el sidded ym
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(el SCereiy @GeMTUTHOT - B ToUPBIGED, 611GdHT6V

DLLIL| SHEFHID HTFTHISS STLILNGT PpSHHEHTTFTEYILD)
(The Hon. Dinesh Gunawardena - Minister of Water Supply
and Drainage and Chief Government Whip)
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RADIOACTIVE ISOTOPES: SHORTAGE

1128/°11

15. ©d; 68 mSremvnem Bvmn (0 ¥BE wesiemnIA

Buvmn eD7DD)

(wreryflg  Tall SmevTTHTWSS - TG el
ADHEISTORTSS FriLITS)

(The Hon. Ravi Karunanayake on behalf of the Hon. Sunil
Handunnetti)
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sFiflwss  Fwgretlser  (Radioactive  isotopes)
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Ut @)FFemud@  Plalliiurym?

()  @)er@mev, eyeir?

asked the Minister of Health:
(@  Will he inform this House-

(i) whether the radio active isotopes used for
identifying cancer and pre-kidney
transplantation tests are sufficiently available at
the cancer hospital and other hospitals at
present;
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(i)  if not, the period within which there has been a
shortage of those radioactive isotopes;

(iii) the types of tests that have been stopped at
present due to lack of those radioactive
isotopes ?

(b)  Will he state -

(i) whether steps have been taken to import the
aforesaid radioactive isotopes;

(if)  if so, what the radioactive isotopes imported in
that manner are ?

(c)  Will he inform this House -

(i) of the reasons for the occurrence of a shortage of
radioactive isotopes as mentioned above and for
the delay in importation ;

(if)  of the persons who should be responsible for that
situation?

(d)  Ifnot, why?

00 LorTd @eadilm Bnm

(wrevryfl@ SCevreiy @smrouiseor)

(The Hon. Dinesh Gunawardena)
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(1) o end.
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(The Hon. Nimal Siripala de Silva - Minister of Irrigation
and Water Resources Management and Leader of the House of
Parliament)
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Question put, and agreed to.
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Question put, and agreed to.
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Question put, and agreed to.

Bill accordingly read the First time, and ordered to be printed.

The Bill stood referred, under Standing Order No. 47(5), to the
Minister of Social Services.
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Hon. Presiding Member, | rise to second the Motion
that was moved by the Hon. Anura Kumara Dissanayake.
This Adjournment Debate is being taken up at a very
opportune moment, especially when the country is faced
with increasing fuel prices.
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Hon. Minister, | think using our arguments here will
be a sense of defence for you because when we went to
Court that time, that was to show that this was an ultra
vires act. If by chance the Government realized that we
did this in good faith and allowed us to go forward, today
you would not have been in this predicament. That is the
problem.
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Yes, more than two: mainly, one petition was filed by
the Hon. Ravi Karunanayake and a Buddhist Priest and
another petition was filed by another leading
businessman; and there were so many petitions. But
unfortunately, the price of petrol was pointed out as an
issue. That was what happened actually.
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(The Presiding Member)

Hon. Member, you have exhausted your time.
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He has got a punishment and was incarcerated for no
apparent reason, no justifiable reason.
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(The Presiding Member)

Hon. Member, you have already overshot by two
minutes.
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If the Hon. Minister agrees, we can concede to give
him five minutes from his time. Okay.
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I would like to speak a few words in English because
of the technicality of the subject. The economic definition
of "hedging" itself is a "method of reducing the risk of
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loss caused by price fluctuation”. It consists of the
purchase or sale of equal quantities of the same or very
similar commodities, simultaneously in two different
markets with the expectation that a future change in price
in one market will be offset by an opposite change in the
other market. It is a little confusing. But basically,
hedging in short is an economic instrument. It is used
around the world. So, it is a technical instrument that can
be used for your advantage.

Now, if you take Sri Lanka by using hedging as an
instrument, what is our situation? We have three foreign
banks in the international courts. We have two local
banks watching the situation. The Citibank has gone for
arbitration proceedings in Singapore in November last
year and apparently they have been awarded payment
through arbitration . The Standard Chartered Bank is in
the process of litigation in London. The Deutsche Bank
has also appealed to the International Centre for
Investment Disputes in Singapore and litigation is going
on. The total probable liability to the State would be
somewhere in the region of US Dollars 300 million. The
breakdown would be - Standard Chartered Bank US
Dollars 103 million or Rs. 11 billion; Citibank US Dollars
94 million or Rs. 10 billion; the Deutsche Bank around
US Dollars 64 million or Rs. 7 billion. Now, if you look
at this, the Arbitration Panel in Singapore has directed -
what we heard - the Sri Lankan Government to pay a
staggering US Dollars 94 million which I think has still
not been conveyed to the Hon. Minister or the
Government. [Interruption.] That is right.

The Ceylon Petroleum Corporation started hedging
operations around February, 2007. | am bringing out an
argument to say who is responsible for this and why. The
hedging instrument that was carried out ran into problems in
2008. In between 2007 and 2008, for a good period of over
one year, roughly about 40 hedging trades were done by the
CPC with these five banks that we are speaking about. So,
hedging trading went on 40 times. Ge=n 888 oncE
683008, Dew acd wnfd 0o o® hed owdst
O WO 00 BB B0®m O VWO BwsIzd Dy,
"a8 dm criest . @8 & o ¢ eom B3ed mywr. ¢8
a0 meg oyw." B D oD DD ©@BNEDE.
They know what is happening. Forty transactions have taken
place.

Now, hedging conceptually is a financial instrument,
but it has to be a calculated risk when you do it and it
must be undertaken with utmost financial discipline and
you have to know when you should get in and get out.
That is a basic thing. In the same period of time, if you
take in that period of time that the Ceylon Petroleum
Corporation went into a Hedging Agreement, LIOC also
went into hedging agreements with certain banks and
LIOC also lost money. They did not gain. In the end, they
were net losers. But, LIOC paid up. They limited their
exposures. They tactfully disciplined; they got out at the
right time; limited their exposures and they paid what
they had to pay to the banks. They honoured their debts.

Now, if things went badly wrong for the Ceylon
Petroleum Corporation and the Central Bank, then it was
definitely due to a lack of trader discipline. By saying
that you know there are so many methods of hedging and
that it does not work, there is no excuse because | would
like to tell the Hon. Minister - he was not the Minister at
that time - but as one thing, it should be emphasized that
there is no foolproof technique of profiting from hedging
or option trading. No matter what exotic jargon
consultants may use, there is nothing even if you use a
zero cost collar hedging et cetera, there are mighty
tension funds and huge hedging funds that have gone
bust. That is the reality. It is an economic instrument that
you must know how to use. So, if this Government did
not know how to use the instrument, then they should
have not even gone for it. That is basically the argument.

So, in this case, the CPC and the Central Bank very
well knew what they were going into. They should have
had the knowledge and the background to handle it.
They should have had trader discipline and there is
something called "Risk Management Mechanism" which
in Sinhala is called "as¢ mg@swmden com®". Risk
Management Mechanism should have been put in place.
Then, this hedging should have worked perfectly. We
would have known how to get out.

Now, any hedging expert will explain the mark to
market techniques where intense monitoring has to be
done on how your position and value fluctuates and the
Central Bank and the Ceylon Petroleum Corporation
should have marked what is known as a "loss-taking"
limit. You give a limit and say, at this point you move out
we do not go below a loss below that point, then you are
safe because you can afford to pay that loss. There is
nothing called only making profits in business. You have
to make losses. If you cannot honour the losses, then you
should not be in the game.

So, the hedging structure that was developed was
approved by the Central Bank, was approved and ratified
by the Cabinet of Sri Lanka and the Ceylon Petroleum
Corporation went ahead. | will give you substantial
evidence for that. In 2007, the Ceylon Petroleum
Corporation up to 2008, did 40 trades through the
hedging contract and with oil prices rising above the 120
dollar limit, the Ceylon Petroleum Corporation gained
around US Dollars 50. They made a profit of US Dollars
50 million. At that time, the hedging instrument was not
condemned by the Government or by the Central Bank or
by the monetary authorities or by the Finance Ministry.
In the latter part of 2008, oil prices began to tumble
worldwide and when it hit US Dollars 90 a barrel, then
the Ceylon Petroleum Corporation had an option, when
oil prices were tumbling down because they had a
hedging agreement, they had an option to see the mark to
market losses and to quit. The Ceylon Petroleum
Corporation could have easily quit. What would have
happened if they quit? 2008 & »ne@xfed =80 B& mdcs
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Deutsche Bank, Standard Chartered Bank ew» Citibank
Bwsy SHossind drm DO 9CCRY 0w ool ethEd
BBum 500 &b ¢f) y@emazs. If we had settled that in
2008, the country would not have lost one red cent. We
would have been quits. We made US Dollars 50 million,
we lost US Dollars 50 million and we could have gone
home clean. Why did we not do it? Who is responsible?
Now, we are stuck with US Dollars 350 million. Who is
answerable for this? It is not the people of this country.
You should not ask the people of this country to pay.
2008 & Bwsd®m 0000 90 food m@.  Cuieen
daewsy Deutsche Bank, Standard Chartered Bank and
Citibank & 910 mm0 ®»OE) BOD), “ethcEs BBwm
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Online" of 12t July, 2007 states, I quote:

“De Mel says he is calling the central bank and the treasury for a
meeting to discuss the possibility of hedging greater volumes of
petroleum products and using other derivatives such as futures.....”.

Then he further says:

“| think in hedging there should be a policy by the government. |
do not think it's fair for one person to be given the entire burden of
decision "

This is what Ashntha de Mel has said.

So, | am asking the Treasury Secretary and the
Central Bank to come and discuss the possibility and they
cannot wash their hands off in this case because they are
quoted in this as being part of the whole thing. So,
basically, | think the Central Bank kicked its own goal in
this case and messed up this and made the country pay
because this is Rs. 28 billion. Rupees 28 billion is three
years Samurdhi payment. That is about US Dollars 350
million. The Colombo Port Breakwater could have been
done without any foreign loans. This is the magnitude of
the amount of money that is going because of the mistake
made on the part of the Government.

B0 HOBROA a8 Bumdn, a8 ocdm BwO @CmIed
runners-up gemow B oCI® H®O »ovedd aed
D EREHOB® 880 VD0 098] Bt Iy gmadw g8
g, 8o final match oz ©(6¢em® @8 w-emimos
0% QYR BdiD BwBD) BNBED 6BY B BB GCOLBN
G atd Yona. Vev® 9CE R g eDBIH gdaB By, DY
G @ Pew. ovdsy omeined DoR® on gn &
awnmed Bw®me, Central Bank dew 28s800ws, &
D0d3® YeE e@mvrrred eE®mO®Diw & o Do RO
osYery onde? ged cricket team e @8 0O,
®edc SedbmO8 als’ Omwe Bwem ©OVS g,
090 Hemm OO0 il ey o® Ded ¢duEddm B
PBTIHD. ©8 0B g0 HBECE & WImd. I»
gendodend.  This was because there was a lack of interest
and lack of concern. I do not know how much the Ceylon
Petroleum Corporation is to blame. But, this went above
the Ceylon Petroleum Corporation because the orders
went from somewhere else. @¢ @» - e Borw B
®Om 03 a8 ¢Bmdo, ©0; HOBROB. O8 cewdens
BeIm®. 0@ Ouim 05TR OB 0200 0O ¢ndTn
»3 Do, 0@m LS YIOFeE Pvm vy "wsied
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e o meo. On® B QOO Bw® Hey ememym ©1Owed
yme 00 Beamn. A person who was given a prison
sentence has been appointed as a Government representative
to the Board of Directors of the Commercial Bank. How can
that be done? The Central bank has to approve it.

Here, | have the Banking (Amendment) Act, No. 2 of
2005. What does it say? There are many Sections in it.
Under Section 186, it states, | quote:

“Section 42 of the principal enactment is hereby repealed and the
following new section is substituted ....”

Under Section 16 (2) (d), it states, | quote: “that such person has not
been convicted by any Court in Sri Lanka or abroad in respect of a
crime committed in connection with financial management or of any
offence involving moral turpitude; ”
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So, when the Central Bank does not take concern in
these situations, when they allow these kinds of activities
to go on and the Government appoints somebody, who
has been sentenced to prison, to the Board of Directors of
the Bank, how can you expect accountability and
transparency in that sector? We lost US Dollars 350
million on actions such as these. So, who takes the
blame? 1 tell you, the Government should take the blame,
not anybody else. There is no point pointing fingers at
these banks.

The Hon. Minister had given an interview to "The
Sunday Times" and said, “We are not going to pay a
cent,” it is true; it is your job to defend the Ceylon
Petroleum Corporation and the country, and he has said
that there has been something going wrong.

But, let me tell you another thing. These are three
major banks. Hedging is an international trade practice.
If we get into a contract, we have to honour the contract.
We took US Dollars 50 million off that Bank. When we
make money, we honour the bank and when we lose
money, we do not honour it. This is going to be more
adverse than Ban Ki-moon’s Report. Despite the fact
that the war is over, do you know that Sri Lanka does not
attract enough investment and do you know why? The
Deutsche Bank represents Germany, the Citibank
represents USA and the Standard Chartered Bank
represents the United Kingdom. Those are three big
countries. Do you know what kind of report they give to
their investors when their investors come in? The
Embassy gives a clear report regarding the investment
climate of Sri Lanka stating, “We cannot recommend it.”
One of the reasons cited is that we have not kept our
commitment on the hedging deal.

So, this is a very serious thing. This is more than
politics between two parties or two sides. This is a
national issue for our country. As much as Ban Ki-
moon’s Report is harming us, this hedging contract is
harming us in terms of investment. | suggest that it should
not be limited to the Ceylon Petroleum Corporation. The
Hon. (Prof.) G.L. Peiris is coming. | think he spoke about
Ban Ki-moon’s Report yesterday.

GoesznGie) BsIE @0

(semevenwsTHRIGL 2 DILiNeTi SjouiTdsr)

(The Presiding Member)

Hon. Member, there is no "Ban Ki-moon’s Report". |
think you are mentioning about the Advisory Panel’s
Report.

®5 238 ©9I8® Swmo

(orevsryLll@ &1 amrafid)

(The Hon. Kabir Hashim)

I am sorry. | call it, the "Ban Ki-moon’s Report”.
But, our commitment on the part of that Hedging
Agreement is that, if you do not act like gentlemen, - look
at the legality of it and respond accordingly - it will hurt
us as much as that Report because we have an Agreement.

Countries have gone in and lost money, but if we have an
agreement, we have to honour it.

Hon. Minister, before | wind up, | would also like to
ask you one thing. The Standard Chartered Bank was
charged by the Central Bank for exchange control
violations and a fine of Rs. 27 billion was imposed upon
them.

I do not know whether you can clarify that, but there
is a rumour that the Government is negotiating with the
Standard Chartered Bank and that if the Standard
Chartered Bank withdraws the litigation it has regarding
hedging against the Ceylon Petroleum Corporation, then
the Government will also waive the fine that they have
imposed. If that is the case, that cannot be allowed
because that amounts to a kind of bribery; because, if
they have violated exchange rate regulations, then they
have to be charged - [Interruption.] - | know. | do not
think that you can answer me at this point but this is
something that has to be clarified in this House. So, what
| have tried to say here is, "Do not look at it in the eyes of
banks". Hedging is an economic instrument that is used
around the world. Pension funds have lost money; hedge
funds have lost money; governments have lost money.
But, you if have a contract, you have to honour it. If the
Central Bank says that they were not aware of the
contents, then it is very strange because Ashantha de Mel,
very clearly says that he has at all times informed the
Central Bank and worked with the Central Bank. So,
Hon. Minister, you have a responsibility to put this right.

Thank you.
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(The Hon. Felix Perera - Minister of Social Services)
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(The Presiding Member)

Order, please! The Hon. Deputy Chairman of
Committees will now take the Chair.
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Whereupon THE HON. ALHAJ A.H.M. AZWER left the Chair,
and MR. DEPUTY CHAIRMAN OF COMMITTEES [THE HON.
MURUGESU CHANDRAKUMAR] took the Chair.
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(Mr. Deputy Chairman of Committees)

Hon. Member, you may carry on, please.
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(Mr. Deputy Chairman of Committees)

The Hon. Eran Wickramaratne, please. You have 13
minutes.

[a. ©0. 4.20]
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(The Hon. Eran Wickramaratne)

Mr. Deputy Chairman of Committees, today on this
Debate on the Ceylon Petroleum Corporation and the
related oil hedge, | just want to focus - with the few
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minutes | have - on the question of an exercise of power
without responsibility. As we know, this oil hedge has
been executed sometime ago and the question arises in
the decision-making process whether power entrusted has
been exercised properly. The magnitude of the loss on
the oil hedge cannot still be determined and various
newspaper reports state various figures from US Dollars
250 million to US Dollars 500 million, 800 million or
whatever it is. Presently, there are both arbitration and
legal cases and issues that are coming out of it and | am
not going to comment on the magnitude of it or on the
transaction per se but | want to make some comments
basically on how the decision-making process has
actually happened regarding this oil hedge.

Now, as we know, these losses are huge losses, the
numbers that are being mentioned. Particularly, when we
look at it in the light of the Budget and also in the light of
the increase if you want, that the Finance Minister
referred to on the 22" of November in presenting the
Budget, when he said "Mr. Speaker, | gave serious
thought to salary-related issues of Public servants. An
increase of Rs. 100 per month for salaries and pensions
will cost Rs. 1.9 billion annually. As such wage increases
are not easy and in this background | propose to grant a
5 per cent increase as a non-pensionable allowance to all
Public servants and security forces". | repeated that just
to show the magnitude of the loss. Now, as we know,
when you enter into a hedge, it is basically a contingent
liability that you are assuming and it appears that until it
became apparent that a loss was crystallizing that neither
the Petroleum Corporation or this Parliament knew
exactly the magnitude of the risk that had been
undertaken. We went for a zero cost collar option. The
attraction of a zero cost collar option was probably the
fact that there were no upfront fees, and therefore it was
attractive. I think if that was the reason, it is a very, very
poor reason. As you know, when you enter into an
option, whether it is on the buying side or on the selling
side, the price difference between the option price and
the market price is what it will have to be settled for. So,
if somebody is actually selling you a zero cost collar
option, then in that situation obviously they are going to
adjust the price so that you do not have to pay the upfront
fee. So, inherently the contract that was signed was
going to be disadvantageous to the Ceylon Petroleum
Corporation and to the Government. That was going to
happen obviously. And, also in this option you see that
the bottom side was not protected and if the price was to
fall there was an unlimited, incalculable liability that was
to be expected. Therefore, it was anyway bad for the
country and for the Government. We see here that some
banks such as the Citibank, the Deutsche Bank, the
Standard Chartered Bank, the Commercial Bank and the
People’s Bank entered into these contracts. They limited
their exposures while the Government had an unlimited,
undefined exposure. So, there are two sets of questions
that we can ask. One set of questions relates to the
Government and the other set of questions that we can ask
will relate to the banks that were involved. We know that

there has been a rapid increase in the oil prices during
that period. The oil prices went up dramatically; the cost
to the country went up dramatically from US Dollars 789
million in the year 2002 to US Dollars 2.1 billion in the
year 2006. Therefore, there was a necessity for hedging,
for legitimate hedging using financial instruments,
whether they were options, swaps or futures. But, none
of these instruments could be used without the required
expertise and the frameworks in place. So, there are two
sets of questions | would like to ask: one set is whether
there was negligence on the part of the Ceylon Petroleum
Corporation, the buyer of the oil price hedge and whether
adequate preparation and expertise to undertake the
hedge was there. If the hedge was undertaken with the
approval of the CPC Board, then we have to hold them
responsible. But, if the hedge was approved because
there was pressure on the CPC Board by other actors and
institutional players in  Government, then this House
needs to be aware as to who actually put that pressure on
the Ceylon Petroleum Corporation to make this decision.
Was it an informed decision? The oil hedge eventually
impacts every citizen of this country because of the
magnitude of the loss that could incur. Who takes
responsibility for this? We know that the banks also had
a role in it. We know the CPC must have signed the
ISDA - the International Swap Dealers Association
Agreement. It is necessary to investigate whether the
banks also sold a product here to people who probably
did not quite understand what they were purchasing.
Therefore, there is a responsibility on the banks as well in
what they are actually selling. Therefore, it is important
that an investigation is conducted to find out actually who
is responsible because this is a loss to the general public
of this country, and somebody has to be responsible.
“Buyer be aware”, is not a very relevant principle in such
complicated transactions.

Therefore, if the Government is of the view that this
has been sold in bad faith or there has been a
misrepresentation of information, then they must conduct
an investigation and find out who is at fault. Also, I must
emphasize the fact that in September, 2006 the Central
Bank advised the Ceylon Petroleum Corporation,
basically on the desirability of hedging. A study group
which involved the Central Bank was also involved in
this transaction. The People’s Bank entered into a
contract with the CPC; the CPC was a buyer. So, we see
the People's Bank also involved in the contract. Then, we
see an advisory committee including members of the
Central Bank involved with the Central Bank as the
regulator. This contract is inherently bad because on all
sides of the transaction, you see an involvement of some
Government entity and naturally such bad governance;
the Government through different agencies as buyer,
seller, adviser and regulator in such a controversial
transaction. Many conflicts of interest, poor management
and poor governance are the results. The public who are
supposed to be sovereign have to be told as to who is
responsible, considering the huge economic impact. The
people have delegated their power and therefore have a
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[0c1 96y Bm@cry @wmo]

moral right to full transparent disclosures to the process
involved.

No disciplinary proceedings have been conducted to
my knowledge and anyone in  Government has not
basically explained what is going to happen to the poor
taxpayer's money, which he pays from everything he
buys. In November 2008, the Supreme Court suspended
the banks under the oil hedge contract. In January 2009,
the court terminated or vacated all the interim orders
earlier issued in connection with the hedging contracts.
The Government’s decision to breach international
commercial agreements is possibly the first time it has
been done by the Sri Lankan Government in May 2009.

It must be mentioned that the Permanent Commission
to Investigate Allegations of Bribery or Corruption
commenced an investigation. It is nearly two years since
then, Sir. But, we still have not had the outcome of any
progress on that investigation. The matter needs to be
investigated in depth and if the investigation reveals fraud
or negligent conduct on the part of those who were
responsible for the transaction, they must be named and
shamed and dealt with according to the law. Not only
persons who signed the contract but also those who were
responsible in advising and pushing the parties concerned
to sign these contracts, fiduciaries, must be held
accountable for any breach of trust or negligence. It is
only then that the innocent parties will be able to establish
their bona fides. Above all, the doctrine of public trust
demands that whether or not power was abused or
misused or properly exercised, the sovereign people be
given a proper explanation as to what actually transpired
and the manner in which their trustees exercised their
power. After all, it is the people’s sovereignty, which was
supposedly exercised by their trustees in the process of
this hedging contract.

Thank you.

[a. w0. 4.32]

@G ©8.8. 89®s3BGsT ®wmo

(omrevorL 10l 6T1D.67. Db T6dT)

(The Hon. M.A. Sumanthiran)

Mr. Deputy Chairman of Committees, thank you for
giving me this opportunity to speak on this Adjournment
Motion. This is an important issue that the country has
been facing for quite sometime now. As we know, in the
latter part of 2008, the hedging agreements that have been
entered into by the Ceylon Petroleum Corporation came
into sharp focus with the then Minister initially defending
the hedging deal as it were, defending it saying that the
country stood to benefit by this wagering contract. It is in
fact, a wagering contract as the Hon. Gayantha
Karunatileka described.

It was a contract of chance. Yet, when one looks at
those figures and trends, it becomes clear that really there
was no chance for the country to benefit even at the time
the contracts were entered into. The chances were heavily
weighted towards the banks, and therefore, it is no
wonder that the banks were keen to sell those instruments
- the Hon. Minister was pleased to call them
"instruments" - that were very cleverly designed to have
only one winner. There was no way in which the country
could have benefited even by the trends if one was able to
observe the price fluctuations. Even if the price went up,
it was bound to come down.

There were cases filed in the Supreme Court; much
has been spoken about that. | want to focus on certain
subsequent events after those cases. But, it is also
necessary to briefly refer to those cases because it was
crystal clear when the matter came up before the
Supreme Court that these contracts were entered into
without due authority. There were allegations made
against the officials including the then Chairman who
was removed from his post by a Supreme Court order.
There were allegations made in the petition that several
officials were treated abroad by the banks that stood to
benefit through this contract; not just free trips and stay
abroad, but various other means that could demonstrate
that they were bound in some way or another to do the
bidding of the banks.

Prima facie, there was a case and an interim order
was given suspending the operation of these contracts and
the country breathed a sigh of relief. Otherwise, this huge
colossal loss that was staring in the face of the country
could never have been avoided because we were duty
bound to honour these commercial contracts that we had
entered into. Of course, that was the only way to avoid it
and legitimately also, it is so. The Supreme Court
exercising the powers that it has, as the custodian of the
people's rights, made that interim order clearly on legal
grounds that this contract was entered into without due
authority - ultra vires - and could not be enforced.

But, what happened thereafter baffles everybody.
Having done that, a detailed analysis was gone into with
regard to the then prevailing world fuel prices. The then
Secretary to the Treasury personally presented himself in
court, engaged in an exercise in which all parties agreed
that the price ought to be a particular price depending on
the grade of petrol, diesel and so on. Provision was given
for a profit margin for the CPC as well.

The Supreme Court had taken cognizance of this
entire matter in the public interest. Legitimately, the
Supreme Court stated that the public also must have some
immediate benefit as a result of avoiding these payments
on the hedging contracts because the prices were being
raised on the basis of the Government's obligations to
make these payments. When that did not materialize or
when that could have been avoided, surely, apart from the
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profits the CPC was making, the public also had a right to
benefit from the drop in prices. That was discussed,
agreed upon, a formula was adopted and a suggestion was
made with regard to different price levels for different
grades of fuel. But, sadly what happened was, the

[Geremod ges 888 9O wom @8]
[y sBNrrFends s 1_swearLiLy yEmmLILIL (BaTsng]
[Expunged on the order of the Chair.]

immediately took umbrage. The

[Gcremed ees 588 9O o & ]
[y &BlrrFens s 1_swearLiy yEmmLILIL BaTend]
[Expunged on the order of the Chair.]

took the view, "Well, this is not the function of court. We
must rule the country. It is not for the court to determine
the price of fuel”. Simplistically, that maybe true. But,
this was no simple issue. This was a complicated
international commercial contract, which had been
demonstrated to be ultra vires and fraudulently entered
into. Other than a court of law, there could not be a
pronouncement as such and there was no other way of
avoiding that contract and in fact, it was a fraudulent
contract. But, the

[Gcremned ees 588 9O o & ]
[y &BlrrFens s 1_swearLiy yEmmLILIL (BoTend]
[Expunged on the order of the Chair.]

decided that this does not look good for the

[Gcremnod ges 888 9O o @8]
[y sBNrrFends s 1_swearLiLy yEmmLILIL BaTsnd]
[Expunged on the order of the Chair.]

"The court somehow seems to have become the champion
of the people or how can we let that happen? Surely, we
are the politicians, we have to go before the people. We
have to demonstrate that we are the ones who are in
charge - "

Bewedss m0m swinBn®s

(ewssailer Lrdls sallFreari euiser)

(Mr. Deputy Chairman of Committees)

Order, please! There is a point of Order being raised
by the Hon. Azwer.

@0 ©8.98. (0BT wmn

(omessLyif)@ 6Tib.67. & iofbTeiT)

(The Hon. M.A. Sumanthiran)

Sir, there is no point of Order.
Azwer, not a point of Order.

This is the Hon.

o aCwd £.60.68. 3308 Swma

(omesTLyfl @ SVAUDTE 67.6TF.6TLD. SjeV6uIT)

(The Hon. Alhaj A.H.M. Azwer)

This is not a court of law. This is Parliament. You
must listen when a point of Order is being raised.

@0 ©8.98. (0BT wmn

(omedsLyif)@ Tib.67. & iofbgTedT)

(The Hon. M.A. Sumanthiran)

What is your point Order? Do not disturb me.

@0 gl S.00.08. 23Dl vz

(oressTLyfl @ DVADTE 67.6T.6TLD. Sjsv6uIT)

(The Hon. Alhaj A.H.M. Azwer)

Sir, being a clever lawyer, he should know that he
cannot cast aspersions on the Executive.

Bewedss 0 eswiesBn®r

(ewdsafler Urdls sallereri ojeuiger)

(Mr. Deputy Chairman of Committees)

Hon. Azwer, that is not a point of Order.

@0 gl 5.00.08. 23Dl Swmo

(omessTLyfl @ HVADTE 67.6TF.6TLD. Sjev6uIT)

(The Hon. Alhaj A.H.M. Azwer)

He is casting aspersions and innuendos on the
Executive which should be expunged or as a true lawyer,
he must withdraw that. That is all. You must understand
the Parliamentary practice and if you do not know, ask
from the Hon. Sampanthan.

@0 ©8.8. ©®@sIBGsT Bwmo

(omrevorLy i@ 6T1D.67. F Db T6dT)

(The Hon. M.A. Sumanthiran)

I have not referred to the conduct of His Excellency
the President. - [Interruption.] Please cite one Standing
Order that | have breached. - [Interruption.] That is for
you to understand. If you understood, please be seated. -
[Interruption.] That is why you are being told to sit
down. Now sit down. - [Interruption.]

@0 gl &.00.08. 23Dl vz
(omessTLyfl @ DVANTE 67.6Td.6TLD. Sjsv6uIT)
(The Hon. Alhaj A.H.M. Azwer)

This is not a court of law.

@0 8.8, 03 BT5T Swmn
(omesstLyifl@ eTib.67. Lo TedT)
(The Hon. M.A. Sumanthiran)
Now you sit down.

@0 gl &.00.08. 23Dl vz
(omessTLyfl @ VAN TE 67.6T.6TLD. Sjsv6uIT)
(The Hon. Alhaj A.H.M. Azwer)

You sit down.

@0 8.8, 03 BT5T Swmn

(omesstLyifl@ eTib.67. Lo TedT)

(The Hon. M.A. Sumanthiran)

You sit down. | am on my feet. - [Interruption.]

@0 gl 5.00.08. 23Dl Swmo
(oressTLyfl @ HVADTE 67.6TF.6TLD. Sjev6uIT)
(The Hon. Alhaj A.H.M. Azwer)

Who the

[Bromnod o &8 90 oz G ]
[y gBlrrFars L L swerLiuy yEDDLILIL BaTendy]

[Expunged on the order of the Chair.]

are you to tell me to sit down?
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@0 98.98. 0BT wmo

(omessLyif)@ 6Tib.67. & iofbTedT)

(The Hon. M.A. Sumanthiran)

That is unparliamentary language. - [Interruption.]

Bewades 02 ewinBn®r

(swssaisr Urdls sailFreri Hjsuiaer)

(Mr. Deputy Chairman of Committees)

Hon. Azwer, do not disturb. If the Hon. Sumanthiran
has spoken anything against the Standing Orders, that will
be expunged. Please sit down.

@0 ©8.8, 530 Rc5T wmw

(omessrLyif)@ eTib.67. Lol Tedr)

(The Hon. M.A. Sumanthiran)

What needs to be expunged are the unparliamentary
words that were used by the Hon. Member now. -
[Interruption.] Sir, the Standing Orders only prevent me
from discussing the conduct of the President or the
conduct of a Judge. | have done neither. So, | have not
breached any Standing Order. Those who are paid to do
this will do this. - [Interruption.] But, please do not take
any notice of that. This is what one has to expect when
one person is paid in the House to do this. This will
happen. So, that person has to be expunged and removed,
not what | say.

Hon. Deputy Chairman of Committees, | was on the
issue - [Interruption.]

Beweds 102 eswinBn®r

(swssaiar Nrds sailsreri ojsuider)

(Mr. Deputy Chairman of Committees)

Hon. Azwer, please sit down. Hon. Sumanthiran, you
have only one more minute.

@0 ©8.98. (0BT wmn

(omedsLyif)@ 6Tib.67. & iofbgTeiT)

(The Hon. M.A. Sumanthiran)

He has taken five minutes of my time. -
[Interruption.] He could not cite even one Standing
Order. The point is that, after having tried to show the
public, “Well, courts do not have any function in this
regard; we are the ones who rule the country”, now the
country has to pay a huge price for this. Not only do we
have to eventually pay what is due under the contracts, we
have already paid colossal sums for lawyers at these
arbitrations. | hope the Hon. Minister will place before
the House the sums of money in Sterling Pounds that
have already been paid for the arbitrator nominated by the
Government and the foreign lawyers who have been
engaged in this. That is, comparable sums to the sums
that we anyway have to pay under the Hedging
Agreement. So, all in all, the country has to bear a great
cost just for the Executive’s notion that they should not
allow the court to be seen as a saviour of the people.

Thank you very much.

@0 gl &.00.08. 23Dl Swmn
(oressTLyfl @ DVADTE 67.6T.6TLD. Sjsv6uIT)
(The Hon. Alhaj A.H.M. Azwer)

He is violating the Standing Orders.

@0 8.8, 0BT Swmn

(omesstLyifl@ eTib.67. Lo TedT)

(The Hon. M.A. Sumanthiran)

I have not violated one Standing Order. -
[Interruption.] No. Hon. Azwer does not seem to
understand at all. - [Interruption.]

Bewrdes mom swisin®o

(Gwdsafler Urdls sallFreri Sjeuiger)

(Mr. Deputy Chairman of Committees)

Hon. Azwer, please sit down. The next speaker is
the Hon. A.D. Susil Premajayantha.

[a. ®o. 4.46]
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(The Hon. A.D. Susil Premajayantha - Minister of
Petroleum Industries)
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Adjourned accordingly at 5.45 p.m. until 1.00 p.m. on Thursday,
05th May, 2011.
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