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1. Vision

“To be the best Government fund manager in the South Asia Region.”

2. Mission

“We are committed to ensure efficiency, economy and safety in handling funds
belonging to the Consolidated Fund and other Treasury funds and to harmonize the
Government expenditure programmes with the revenue plans and borrowing
programme, while providing stewardship for fund accounting, including foreign
borrowings.”

3. Introduction & Functions

The Department of Treasury Operations (TOD) was created on a8% July 2004 with
the objective of creating an efficient organization within the Treasury to handle
matters relating to Consolidated Fund Management including public debt
accounting. In this endeavor, it has to translate estimated revenue and expenditure
given in the National Budget into real cash inflow and outflow prepared on annual,
monthly and daily basis and manage them effectively and efficiently in order to
implement the National budget in achieving the goals and objectives of the
government.,

3.1 Major Functions

e Translate annual budget into operational cash flow and prepare budget
execution plan

e Manage daily cash inflow and outflow of the government,

e Undertake market liquidity assessments to ensure stability in financial market
& regular monitoring of money market conditions

o Develop appropriate borrowing instruments for the government.

3.2 Other Functions

e Act as the Coordinator and the Accounting Officer for twelve (12)
miscellaneous Revenue Heads.

Manage on-lending portfolio for the Government.

Manage over twenty(20) on-going foreign aid related on-lending programmes.
Manage contingent liability portfolio of the Government,

Arrange Resources for Government Planned Debt Servicing

Provide guidance for all foreign aid project accounting.

Supervise all Government Bank accounts and Imprest accounts.
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4. Cadre Information and Organizational Structure

Table 4.1 Cadre statement as at 31.12.2009

| Serial —_ Approved | Actual | Number of
No Demgnatlon adre Cadre Vacancies Excess
1 Director General 01 01 -
Additional Director General
2 | sLAcctS e B ol )
5 | AsstDirector S.L.A.S. - Class ilI 02 - 02 i
4 Director S.L.Acct.S 1 /Super nuemery 04 04 - =
Dy. Director SLAcct.S | (Super Num)/ -
5 S.L.Acct.S 11 09 09* -
6 Asst.Director S.L.Acct.S 11I 02 04 - 02
7 Administrative Officer 01 01 - -
8 Accounts Assistants 02 - 02 -
9 Accounts Analyst 14 08 06 -
10 | Development Assistant 01 01 - =
11 Programme Assistant ' 01 - 01 2
12 P.M.A. (Class I/1/111) 59 53 06 -
13 | Data Entry Operator 07 06 0l -
i4 Driver 06 04 02 -
15 | O.E.S. - Class I/IV/11I 12 12 - -
Total 123 104 21 02

* Includes 3 Super-Numeric Class I Posts

4.2 Head of the Department

Mr. D. Widanagamachchi was appointed as the Director General of the Department
with effect from 1 January 2009. He is a holder of a Degree in BSc- Business
Administration (Sri J), Postgraduate Diploma in Public Administration (PIM), and
Diploma in Public Financial Management in (SLIDA) and also a senior member of
the Sri Lanka Accountants’ Service, having 31 years of experience in different

capacities of the Public Service.
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5. Human Resource Development

TOD attaches high priority to knowledge enhancement and skills development of its all

employees. This is specifically so as the department is under a severe restructuring

programme to bring in computer technology to improve the government treasury

management system. Therefore, in order to update the knowledge on computer

applications, middle and subordinate staff members were sent for training programmes

conducted by the Institute of Government Accounts and Finance (INGA F). Two officers in

executive grade have had an opportunity to participate in training programmes offered

under Technical Assistance. Names of those who attended such programmes are given in

Table 5.1

Table 5.1 Human Resource Development

Name and Designation Prograiiinie Loca.tlf Duration
Foreign
Mr. S.L. Hettiarachchi Workshop on Debt Analysis: Foreign | 08.05.2009-22.05.2009
Director Strategy, risk and Sustainability
Issues- India
Mr. H.C.D.L. Silva Asian Regional Dbt. Management | Foreign | 03.11.2009 -
Dy. Director Forum In Malaysia 05.11.2009
Mr.H.C.D.L Silva Master Of Public Management - Local | 2009/2010
Deputy Director Degree Programme 2009
Mr.R.M.A.Rathnayake Effective Communication Skills - | Local | 20.07.2009 -
Deputy Director CBSL 21.07.2009
Mr.K.A.Ananda Effective Communication Skills— | Local | 20.07.2009 -
Deputy Director CBSL 21.07.2009
Mrs.W.S Kalutarage Advance Office Local | 19.10.2009-23.10.2009
Data Entry Operator Maintenance of Office Network Local | From March 2009 to
September 2009
Mr.M.N.M. Jusi Advance Office Local | 19.10.2009-
Public Management Assistant 23.10.2009
Mrs.J.M.P.Sanjeewani Advance Office Local | 19.10.2009-
Public Management Assistant 23.10.2009
Mrs.P.K.S.Perera Skills development Local | From September 2009
Public Management Assistant to December 2009
Mrs.K.D.N.Tharangani Skills development Local | From September 2009
Public Management Assistant to December 2009 -
Mr.L.H.N. Tharanga Windows based Application Local | 29.05.2009-29
Public Management Assistant
Mr.Saman Athukorala Maintenance of Office Network Local | From March 2009 to
Data Entry Operator September 2009
Mrs.Dileka Priyathilaka Maintenance of Office Network Local | From March 2009 to
Public Management Assistant September
Mr.W.A.S. Wickramaarachchi Introduction to Computers Local | 10.08.2009-
Public Management Assistant 14.08.2009
5
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Name and Designation

Local/

Programme Duration
Foreign

Miss.M.M.Liyanage CIGAS Local | 24.08.2009-29.08.2009

Public Management Assistant

Mrs.V.Mallika Internet & E mail Local | 02.09.2009

Public Management Assistant

Mrs.M.H.C. Nilanthi Internet & E mail Local | 02.09.2009

Public Management Assistant

Mrs.J.P.Ranathunga Internet & E mail Local | 02.09.2009

Public Management Assistant

Mr.L.P.B.K.Wijesinghe Introduction to Gov. Procument Local | 07.09.2009-

Public Management Assistant Procedure 08.09.2009
Maintenance of Computer Local | 26.10.2009-30.10.2009
hardware

Mrs.Padmi Wanniarachchi Windows based Application Local | 22.09.2009-26.09.1009

Public Management Assistant

Miss.R.A.P.Kumari Windows based Application Local | 22.09.2009-26.09.1009

Public Management Assistant

Mr.A.K.P.Rohana CIGAS Local | From September 2009

Public Management Assistant to October 2009
Maintenance of Computer Local | 26.10.2009-30.10.2009
hardware

Mrs.E.C.S. Wijetarthne Maintenance of Computer Local | From September 2009

Public Management Assistant (hardware) to October 2009

Mrs.W.N.Jayathilake Maintenance of Computer Local | From September 2009

Data Entry Operator (hardware) to October 2009

Mr.Darshana Amarasiri International Computer Driving Local | From October 2009 to

Public Management Assistant License November 2009

Mr.L.8.D. Jayasekara International Computer Driving Local | From October 2009 to

Public Management Assistant License November 2009

Mrs.Y.A.S. Chandrika International Computer Driving Local | From October 2009 to

Public Management Assistant License November 2009
Payroll Management Local | 07.12.2009-12.12.2009

Mrs.E.D.R.Silva International Computer Driving Local | From October 2009 to

Public Management Assistant License November 2009

Mr.M.Jayathilake Maintenance of Computer Local | 26.10.2009-30.10.2009

Data Entry Operator hardware

Mr.M.G.W Ranaweera Maintenance of Computer Local | 26.10.2009-30.10.2009

Public Management Assistant hardware

Mr.H.P.K. Wickramarachchi CIGAS Local | 26.10.2009-31.10.2009

Public Management Assistant N

Mr,G.R.A.Bandara Ms -Word Local | 26.10.2009-29.10.2009

Public Management Assistant

Mrs.C.M.Arachchige Imp rest Accounting Local | 05.11.2009

Public Management Assistant

Mrs.H.L.Shanthi Imp rest Accounting Local | 05.11.2009

Public Management Assistant

Mrs.A.M.P.H.Abesinghe Imp rest Accounting Local | 05.11.2009

Public Management Assistant

Mrs.R.S.H.Peris Imp rest Accounting Local | 05.11.2009

Public Management Assistant

Mrs,C.M.P. Arsakularathne Excel Local | 16.11.2009-19.11.2009

Public Management Assistant

Mrs.P.R.D.Priyangani Skill Development in English Local | 2009

Public Management Assistant

language
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Name and Designation

Local/

Programme Forei Duration
oreign
Mrs.B.R.V.Perera Skill Development in English Locat | 2009
Public Management Assistant language
Mrs.H.D.M.Silva Windows based Application Local | 23.11.2009-27.11.2009

Public Management Assistant

Miss,Rose Maintenance of Personal files Local | 26.11.2009-27.11.2009
Public Management Assistant

Miss.Rebeka Fenando Payroll Management Local | 07.12.2009-12.12.2009
Public Management Assistant

Mrs.).D.S.D.J.Fernando Payroll Management Local | 07.12.2009-12.,12.2009
Public Management Assistant

Miss.H.G.P.Roshini International Computer Driving Local | From February 2009 to
Accounts Analyst License March 2009
Mrs.K.G.M.Tharangani International Computer Driving Local | From February 2009 to
Accounts Analyst License March 2009

Further, with the objective of building team spirit and changing attitudes of employees

positively, TOD with the cooperation of its Social Welfare Society conducted a three-day

* outdoor training workshop in the Management Development Training Institute of the Uva

Provincial Council at Passara, Badulla from 4" to 6™ September 2009. Out of the total

employees of hundred and ten, seventy eight employees successfully participated in this

workshop.
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6. Financial Performance

Table 6.1 Financial Performance - 2009

Rs. '000
Increase /
2008 2009 Increase / Decrease %
lter Category / Object / Decrease Based on
Item / Description over 2008 Actual
Estimate Estimate Actual Expenditure | Expenditure
2008
RECURRENT EXPENDITURE 860,172 85;5,154_ 2434 644 1710146 853 992 99
Personal Emoluments 30,622 33,000 32,089 1,467 4.79
1001 Salaries and Wages 28,900 25819 26,550 25,644 | (175) (0.68)
Overtime and Holyday ‘
1002 | payments 680 i 600 509 (68) (10.19)
1003 Other Allowances 4,203 4,136 5,850 5,846 1,710 -
Travelling Expenses 669 654 832 826 172 26.30
101 Domestic 55 53 30 25 (28) (52.83)
1102 Fareign 614 601 802 801 200 33.28
Supplies 1,981 T 3,128 3,100 1,154 59.30 |
Stationery and Office
1201 | Requisites i e 1,300 1274 | 366 40.31
e - [Pl Rt g 1,793 1,792 782 77.43
1203 | Diets and Uniforms 29 28 38 ” 6 21.43
Maintenance
Expenditure s 593 1,025 996 403 67.96
1301 Vehicles 456 397 700 682 285 7179 |
Plant, Machinery and 1
1302 | equipment 0 196 325 314 | 118 6020
1303 Buildings & Structure 2 - i} } : -
Services 1,282 1283 1,415 1,413 160 12.77
1401 Transport 40 36 40 39 3 8.33
Postal and
1402 | communication 1230 1209 1,375 1,374 165 13.65
1405 | Other 12 8 i ) @®) (100.00)
Transters 9a1. 823 821,086 | 2395245 | 1,671,722 850,636 103.60
Refund of Proceeds ; |
3 , [
1503-01 gzl;egn:;sDeve!opment 307,500 307 487 425724 424,386 116,899 38.02 |
Restructuring
1504-01 Programme for 33,739 33,017
domestic Textile co. 31,974 31,974 {1,043) (3.16)
Stimulus Package
1504-02 Bonus Interest to RFC / - -
NRFC Accounts 1,500,000 779,480 779,480 100.00
Gov. Contribution of
1505-01 E{ﬂ: ::ewgcn;:me 480,000 480,000 437,000 435,380 (44,620) (9.30)
Property Loan Interest to 7
1506 | public Servants — 562 547 502 (80) (13.75)
1508 Other 1 . i ) ]
8
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1 047 (RS 2y 7Y G o i
Capital Expenditure i : 867534 417373 84: (52.09)
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7. Physical Performance

7.1 Cash Management
7.1.1 Sectoral composition of Cash Limiis and Cash Releases during the year
One of the primary responsibilities of the Department of Treasury Operations (TOD) is to
release cash to spending agencies (government ministries, departments and other
institutions) on timely manner and on priority basis. It is the experience of the department
that demands for cash is alg;,m_ost always very much greater than the availability of the liquid
cash. Therefore, it is the responsibility of the department to assess the needs of each and
every ministry..and department accurately on theili demands an_d then to release cash to
execute the aﬁnual budget - more effectively and : efficiently. " In this endeavor, Cash
Management Division of the TOD consists of five sectors in line with the organizational
design of the National Budget Department (NBD) to ensure that the cash releases are made
on the same basis and the same significance. These five sectors are namely:

o Infrastructure Development Sector (IDS)

¢ Human Resources Development Sector (HRDS)

¢ Natural Resources Management Sector (NRMS)

e Defense Sector (DEFS), and |

e  Governance Sector (GOVS)
Each sector is managed by an Assistant Director or a Deputy Director who is solely
responsible for assessing cash needs, make recommendation on fund releases and
monitoring cash utilization pertaining to the respective institutions coming under the

purview of his sector.

TOD was in a position to release cash to spending agencies based on their requests in
meeting their expenditure as approved in the budget classified under Domestic funds (i
and Foreign Aid related Domestic funds.(17). In view of revenue shortfall experienced
during the year, releases were mz_i__de purely on priority bgsis-. However, every attempt was

made to maintain the sectoral balance in cash releases for recurrent expenditure.

Cash outflow made to the spending agencies against the cash limits fixed for expenditure

during the year under review are shown in the Figure 7.1 (a), 7.1 (b), 7.1(c).
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Chart 7.1 (a) Annual Cash Limit and Annual Cash Releases - 2009
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Chart 7.1 (¢} Cash Outflow for Capital Expenditure -2009
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The gap between the cash limit and the actual cash releases was due to cash flow

constraints faced by the Treasury as a result of short-fall in actual revenue against the

budgeted revenue. Nevertheless, TOD has ensured to maintain the significance of each

sector by releasing cash proportionately to the budgetary provisions made in the Annual

Budget.

As shown in the above Chart 7.1 (a), the total cash releases against the total imprest limits

had been distributed in fairly manner. During this period, the Treasury had to give more

priority to the defense sector and the governance sector than the other sectors due to on-

going humanitarian operations in North and East of the island. More detailed classification

of cash releases are given in the following Table 7.1 (a).

Table 7.1 (a) Classification of Sector-wise Cash Releases by

Recurrent and Capital
Rs. Million
Recurrent Capital

SEOR | sl Ll Cash Limit T %

IDS 30,380.37 24,712.79 82 76,920.24 38,256.47 49
HRD 82,884.63 80,999.27 98 38,156.16 10,697.85 29
NRM 58,384.39 49,787.57 85 34,347.94 15,098.42 44
DEF 198,825.60 188,855.60 95 60,692.80 38,473.00 62
GOV 213,326.14 193,566.07 92 41,142.67 30,009.78 73
Total 583,801.12 537,921.30 92 251,259.80 132,535.52 53

IDS=Inirastructure Development Sector, HRD=Human Resource Development Sector, NRM=Natural Resource management:
DEF=Defense, Gov=Governance
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As shown in the above Table, cash requirement of spending agencies for recurrent
expenditure had been almost fully released. In other words, it is about 92% of the total
cash limit determined for the year based on the annual budget. In case of the recurrent
expenditure, it shows that the cash releases had been made fairly and equitable manner as
the range of significance is only 10% (highest 92% and lowest 82%). However, in case of
capital expenditure, releases were confined to about 53% of the cash limit mainly due to
the short-fall of revenue during the year under review. Aitho}:gh;{i{@ was low in the total
releases pertaining to capital ex_penditur-p_ as a percentage, TODJhad made the highest
releases on governance sector by releasiﬂg 73% of the cash :Eimﬁt which denotes a fair
distribution of capital expenditure among all districts. Next highest releases on capital
expenditure of 62% were made on the defense sector which became mandatory due to the
security situation prevailed in the North and the East of the country till about the mid of the
year. It has also to be worth mentioning that the Treasury had been able to achieve 53% of
the capital cash limit under the turbulent environment prevailed in the country both due to
the global financial crisis and the security operations prevailed in the North and East of the

island.

7.1.2 Comparison of Sectoral Composition of Cash Limits and Actual Cash releases

When budget is formulated, the priority is given to the important sectors of the economy in
allocating resources. The Department of Treasury Operations being the budget execution
arm of the General Treasury has to maintain the same importance and the priorities in
releasing cash. The following Chart 7.1(d) shows sectoral composition relating to release
of cash for Recurrent Expenditure, Capital Expenditure, and Advances to Public Officers,

respectively, which endorse the said criterion.
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Chart 7.1 (d) Sectoral Composition of Cash Releases
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7.1.3  Annual forecast of Revenue and its Magnitude on Cash Management

In preparation of annual cash-flow for the year under review, estimated revenue were
translated into cash-flow forecast based on information furnished by the respective revenue
accounting officers. Accordingly, in forecasting revenue inflow it was first classified and
then combined. The following Table 7.1 (b) and the Chart 7.1 (f) show that how variations

in inflow with regard to tax revenue had affected the implementation of Annual Cash

‘Release Programme.
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Table 7.1 (b) Collection of Revenue

(in Millions)
Est Act %
Tax Revenue 767,962 | 596,762 | 78.0-
Non Tax 59,052 | 68,142 115.0
Grant 10816| 8054|740
Total Revenue | 837,830 80.0

672,958

Chart 7.1 (e) Estimated and Actual Revenue 2009
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As shown in the above Table and the Chart, revenue collected during the year under review

was only 80% of the estimated revenue. The resultant effect of this situation is to adjust

the imprest releases downwards in respect of capital expenditure accordin gly. As recurrent

expenditure such as personal emoluments, pensions and subsidies etc cannot be deferred,

curtailment of releases for such expenditure was not possible. Therefore, the shortfall of

revenue has affected significantly on the cash releases in meeting capital expenditure.
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7.1.4 Strategy of Matching Inflow and Outflow of Cash

One of the challenging tasks of the Department of Treasury Operations is to match the
revenue at least to meet the recurrent expenditure including interest payments. The
following Chart 7.1 (f) shows how actual cumulative revenue is collected throughout the
year as well as how cash releases were made throughout the year and its impact on the bank

overdraft and the cash releases for meeting capital expenditure.

RsMn Chart 7.1 (f) Matching Inflow and Qutflow
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As shown in the above Chart, releases made to meet recurrent expenditure had gone parallel
with the revenue collection during the first quarter of the year and when the size of revenue is
greater than the recurrent expenditure, that excess has resulted in increase in releases for

meeting capital expenditure as well as in reduction in the overdraft balance during the latter

part of the year.
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7.1.5 Effect of Modified Treasury Single Account (TSA) System on cash management

Cash releases to implement 2009 Budget continued till end of 31.12.2009 and the Treasury
received all unutilized cash balances remained after closing the cash book at the year-end,
remitted through Bank network with no cost to the government, unlike in past years end.
Hence, the Treasury has been able to credit all unutilized cash balances held by spending

agencies as at 31.12.2009 to DST accounts during the month of January 2010 itself.

TSA has also facilitated to release cash on Daily basis in timely manner, minimizing idle
cash in bank accounts. This is a remarkable achievement under the Modified Treasury

Single Account System.

7.2 Government Borrowings

The Appropriation Act No. 43 of 2008 passed by the Parliament for the fiscal year 2009
authorized a gross borrowing limit of Rs.840 billion. Since the decline of value and quantity
of imports due to the global economic down-turn, the customs revenue dropped substantially
while government had to increase expenditure to implement crash programme for
rehabilitation and resettlements of IDPs in the Northern area. Therefore, in order to bridge
the revenue-expenditure gap the borrowing limit was increased from Rs.840 billion to
Rs.1050 billion by Appropriation (Amendment) Act No:69 of 2009.

The borrowing and the repayment of public debt during the year 2009 is given in the Chart
7.2. (a) below.
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o R Chart 7.2 (a) Borrowing & Public Debt Repayment
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According to the above Chart, the borrowings made during the year had a positive correlation
with the repayment of public debt, and the Borrowing Programme was drawn to match the
outflow with regard to repayment of public debts and payment of interest on government
debt.

7.3  Government Debt

The total Government debt amounted to Rs.4,055 billion at the end of 2009 which was
Rs.3,505 billion at the end of 2008. The total debt consisted of Rs.2,513 billion of domestic
debt and of Rs.1,541 billion foreign debt. Therefore, the Foreign debt represents 38% of the
total debt.

The following Table No 7.3 (a) gives the debts stocks of the Government as at end of December
2009.
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Table 7.3 (a) Government Debt

Rs. Billion Rs. Billion
Item End December End December
2008 2009

Total Domestic Debt 2,073.8 2,513.28

Short - Term 489.4 564.78

Treasury Bills 408.9 481.40

Provisional advances from the Central Bank 76.3 73.88

Other 4.2 9.50

Medium and Long - term 1,584.4 1,948.50

Rupee Securities 130.0 112.20

Treasury Bonds 1,299.6 1,658.60

Sri Lanka Development Bonds 145.6 157.50

Other 9.2 20.20

Total Foreign Debt 1,431.0 - 1,541.41
By Institution

Concessionary Loans 1,234.6 1,288.84

Bilateral 599.4 597.63

Multilateral 600.7 645.67

Export credit 31.4 42.07

Commercial Banks 3.1 3.47

Non - Concessionary Loans 196.4 252.57

Bilateral 385 59.00

Multilaterai 18.7 19.36

Export credit 29.1 55.14

Commercial Banks 110.1 119.07

Total Outstanding Government Debt 3,504.8 4,054.69

7.3.1

Medium and Long Term Domestic Debt

The medium and long term domestic debt has increased from Rs.1.584.4 Billion in the year
2008 to Rs.1,948.5 Billion in the year 2009 which is about 24% increase over the previous

year.

The Value of Domestic Loan Balances as at 31.12.2009 which matures in respective years is
shown in the Table 7.3 (b) below.
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Table 7.3 (b) Maturities of Medium and Long term Domestic Debts

Rs. Mn
DSri }Lanka — i % of
Treasu Rupee evelopment e 0 "
roar Band;y L;‘tfm Borfds Loans Total Total Cm}:::atwe
al
2010 339,787 | 24,583 60,527 | 24,484 | 449381 | 22.8 22.8
2011 374,432 6,916 57,075 0| 438423 ] 223 45.1
2012 317,247 3,575 4,680 0 325,502 | 16.6 61.7
2013 343,375 2,874 0 0 346,249 | | 7.6 79.3
2014 92,139 2 45,435 0 137,576 | 7.0 86.3
2015 147,229 | 31,429 0 0 178,658 | 9.0 95.3
2016 4,397 0 0 0 4,397 | 0.3 95.5
2017 0 18,824 0 0 18,824 | 1.0 96.5
2018 38,338 0 0 0 38,338 | 2.0 98.5
2019 5,089 0 0 0 5,089 | 0.2 98.7
2020 0 0 0 0 0 0 98.7
2021 0 0 0 0 0 0 98,7
2022 0 0 0 0 0 0 98.7
2023 1,000 | 21,088 0 0 22,888 |2 100.0
Total | 1,663,033 109,291 167,717 | 24,484 | 1,965,325 1100.0 100.0

One of the salient features of the debt maturities is that 79% of the total stock of medium
and long term debts will mature within the next four years whereas 23% matures within the
year 2010. One of the other highlighting factors relating to the debt instruments is that $5%
of the total medium and long term domestic stock is held as Treasury Bonds.

7.4 Continuous Review and monitoring of Cash Flow Position

The Department of Treasury Operations organized eight (08) Cash Flow Meetings under
the chairmanship of Secretary to the Treasury durin g the year 2009. The Heads of Revenue
Departments and officers of Treasury Departments attended those meetings wherein targets
were reviewed and revised and corrective measures were taken in order to reduce adverse

effects on the execution of the Budget 2009,
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7.5 Revenue Accounting

The Director General, Treasury Operations functions as the Revenue Accounting Officer
for 12 Non-Tax Revenue Heads and one Tax Revenue Head. Relatively, higher revenue is
collected from these 12 Non-Tax Revenue Heads against the total Non-Tax revenue receipt

of the year.

In the year 2009, Rs. 67.7 Billion has been collected under these 12 Non-Tax Revenue
Heads and it represents about 53% of the total Non-Tax Revenue of Rs. 127.2 Billion.

Table 7.5.1 Collection of Non Tax Revenue 2007 - 2009

Rs. in Thousands

Revenue Collection
Revenue Description 2008 2009
2007
Estimate Actual Estimate Actual
Rent on Govt. Building 559,159 600,000 612,237 600,000 664,213
Other Rentals 52,855 50,000 55,689 50,000 44225
On Lending Interest 8,009,757 8,652,000 7,775,129 8,631,000 7,799,955
Other Interest 1,142,650 1,050,000 1,529,726 1,050,000 1,243,284
Departmental Sales 77,596 130,000 57,314 60,000 63,484
Sundries 6,229,684 10,800,600 10,301,337 12,000,000 11,069,873
Fines & Forfeits 1,417,997 1,500,000 2,087,809 1,500,000 2,002,752
Other Receipts 3,681,628 3,700,000 13,522,410 4,800,000 5,390,299
Other Current Transfers 5,440,227 1,450,000 602,513 1,000,000 1,541,544
Sale of Capital Assets 545,527 599,060 118,703 400,000 77.904
Recovery of Sub Loans 11,676,975 13,494,000 13,525,905 13,600,000 11,978,195
Foreign Grants 17,372,510 20,000,000 | 22,131,291 19,000,000 | 25,922,244
Total 56,296,565 | 61,995,600 | 72,320,063 | 62,691,000 | 67,797,972

There is an increase of 8% over estimated revenue in 2009 under the above Revenue
Heads. But the Table shows that the actual revenue for the year 2009 against that of year
2008 has dropped by 6% due to decrease in revenue classified under “Other Receipts” for

the year 2009 as against the actual revenue collection in 2008.
In terms of instructions laid in under the State Accounts Circular No. 207/2009 of 04"

January 2010, Revenue Accounts of the ahove 13 Revenue Heads have been rendered to
the Auditor General on 31.03.2009.
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7.6  Recovery of Sub-Loan Capital and Interest:

The Department maintains information system on Sub-Loans which is updated monthly.
Out of the twelve Non-Tax Revenue Heads, TOD is responsible for the recovering of both
capital and the interest of the Sub-Loan granted by the government. Assessment, Collection
and Acceptance of revenue under the above two Revenue Heads are made by this

Department.

During the year 2009, an amount of Rs. 40.66 Billion has been released as sub loans and
Rs. 11,98 Billion has been recovered as the loan capital. In addition to the above, Rs. 7.8

Billion has been collected as interest on sub loans granted.

As a result of strengthening the monitoring of loan recovery process, the Treasury
Operations Department has been able to achieve the target set for loan recoveries and the
due interest for the year. The outstanding total balance of the sub-loans at the end of year
2009 was Rs. 281 Billion granted to 67 different institutions including Commercial Banks,

Development Banks and Rural Development Banks.

7.7 Public Debt Servicing and Accounting

7.7.1 Foreign Aid Grants - Cash Grants

During the year under review, the Treasury received cash grants amounting to Rs. 11.2 billion

for some projects through special currency accounts at Central Bank of Sri Lanka.

7.7.2  Recording and Accounting of Grants Received in the form of Materials and
Equipment

During the year under review, Implementing Agencies have reported Rs. 14.5 billion grants
in the form of materials and equipment. Accordingly, the TOD accounted for the value of
same in terms of the Treasury Circular No 30/94 dated 30.04.1994
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Table 7.7.3 Debt Servicing Information

2008 2009
(Rs. Million) (Rs. Million)
Recurrent Expenditure 212,274 308,253
Interest Paid on Domestic Debt 185,069 276,769
Interest Paid on Foreign Debt 26,827 26,369
Others 378 5,115
Capital Expenditure 364,036 499,374
Loan Repayment - Domestic 284,834 386,682
Loan Repayment - Foreign 79,202 112,692

When compared to that of 2008 interest payment and loan repayment in the year 2009 have

increased by Rs. 95,979 million and Rs. 135,338 million, respectively.

7.7.4 Reimbursable Foreign Aid (RFA) and Imprest Fund Accounts

(a) Total Imprest of Rs.18,822 million under RFA and Rs.8,165 Mn under Foreign Aid
Related Domestic Funds have been released under the above two imprest systems
during the year. Under RFA system, the imprest was released to respective projects’
bank account directly by the Treasury and the other is the releasing of imprest to
projects through the relevant Ministry. The following Table 7.7.4.1 shows the status

of the reimbursements made by the donors during the year under review.

Table 7.7.4.1 Status on Reimbursement

Outstanding reimbursement Reimbursement Outstanding
Funds Released
at the beginning of the year received During |reimbursement as at
under RFA
(Rs Mn) the Year the end of the year
2008 3,718 19,328 19,444 3,602
2009 3,749 18,822 18,516 4,055
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(b)

During the year, the Treasury has released Rs. 16,278 million under RFA and Rs.
7,470 million under Foreign Aid Related Domestic Funds to 37 projects through the
direct imprest release system. The imprest released to projects through the
respective ministries was Rs. 2544 Million under RFA and Rs. 695 million under

Foreign Aid Related Domestic Funds.

The Treasury monitors imprest fund accounts at Central Bank of Sri Lanka (CBSL)
to facilitate fund flow to the Government of Sri Lanka from Donor Agencies. The
Treasury has opened 15 new imprest fund accounts and has been maintaining 132
accounts altogether during the year. The Donor Agencies have replenished Rs.
41,514 million to these accbunts dufing_ the year. This has'-_"'i.ﬁ'creased by Rs. 79
million when compared to the previ&US' "'yéla'r.' Foreign funded projects have
withdrawn Rs. 41,909 million from the imprest fund accounts and expended during
the year. Ultilization of imprest fund during the year has decreased by Rs. 476

million when compared to the previous year.

7.8 Contingent Liabilities on Guarantees and letters of comforts

7.8.1 Guarantees

The stock of Treasury Guarantees issued as at 31.12.2009 amounted to Rs: 176,893.39

Million. This was an increase of 38 % when compared with the stock of 2008. Seven

guarantees worth of Rs: 18,261.76 Mn. have been removed from the stock due to the

settlement of the facilities by the borrowing Institutions. Meanwhile One hundred and

twenty six new guarantees for a sum of Rs: 51,212 Mn. have been issued during the year.

A Major portion of issued Treasury Guarantees has been given to Power & Energy Sector

to facilitate development of Infrastructure. This sector has absorbed 88% of the issued

Treasury guarantees.
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Chart 7.8.1 Sectoral distribution of Guarantees - 2009
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Total value of outstanding Guarantees as at 31.12.2009 has represented 3.55% of GDP
which stands below the maximum limit of 4.5 % prescribed by the Fiscal Management
(Responsibility) Act 2003. Details of the contingent liabilities has been disclosed along
with the Financial Statement for the year ended 31% December 2009 of the Government of
the Democratic Socialist Republic of Sri Lanka vide note29 (A) & (B).

7.8.2 Letters of Comfort:

Letters of Comfort issued by the Treasury to facilitate opening of the Letters of Credit
valued to Rs. 43,430.75 Million as at 31.12.2009. Total Sum of Letters of Comfort issued
to three Armed Forces up to the end of the year has been declined by 38% when compared
with the same figure in the year 2008. This is mainly due to the reduction of the opening of

Letters of Credit by three Armed Forces especially in the second half of the year 2009.
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7.9  Implementation and Monitoring of on-lending projects under Foreign Aid

Management Activities

The Foreign Aid Management Division is responsible for estimating, disbursement,
accounting, progress reviewing, and reporting on all on-lending projects which come under
the purview of the Department of Treasury Operations. The primary objective of the on-
lending projects is to increase the access to credit by the micro, small. and medium size
entrepreneurs, who are deprived of obtaining a loan from the established banking sector
under a turbulent economic and financial environment. Therefore, the government
implemented several subsidized refinancing schemes to facilitate this sector. These
refinance schemes were financed by foreign funded loans and grants and also by the

consolidated fund appropriated from the Annual Budget.

The budgetary provision for the year 2009 was Rs. 14.5 million as against the provision of
Rs. 21.0 million in the year 2008. When compared to these provisions of two years, the
provision in 2009 is 31% less over the previous year due to the ending of foreign funded
project loans after their due duration period. Out of the total provision of Rs. 14.5 million,
the department was able to disburse Rs.10.1 million during the financial year 2009 which is
a 70% achievement from the budgetary provision made on on-lending projects under the
Department of Treasury Operations. This is a remarkable achievement under the financial
turbulent period both due to the humanitarian operation carried out by the security forces in
the North and East of the country till end of the last vear and the global financial crisis that

the country experienced during the last year.

Provision made for on-lending projects under different sectors and their respective financial

progress are shown in the Chart given below.
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Charte 7.9.1 Budget and Actual Expenditure 2009

Renewable Tsunami  Plantation Small and
Energy Medium

Out of the total provision about 65% was allocated for small and micro level enterprises
and the balance 35% of the provision was allocated for generating renewable energy for
rural sector (12%), reconstruction of areas affected by tsunami (18%), and development of
the plantation sector (5%). When reviewing the financial progress, projects on generating
renewable energy achieved only about 48% of the provision due to several factors. Among
them, exhaustion of most of the viable mini hydro projects, reluctance of the financial
institutions to lend to the private sector due to the financial set back in the economy and the
high risk involved in the remaining mini hydro projects of which estimated low rate of
return, and the very high risk involved in the proposed high cost wind power projects and
the banks’ reluctance in granting loans due to their lack of experience in such projects. The
provision made for reconstruction of tsunami affected area made a financial progress of
76% and the plantation sector projects made a financial progress of about 80%. Overall
financial performance was about 70% of the total provision made on the on-lending

projects under the Department of Treasury Operations for the year 2009.

7.10 Specially Assigned Functions

7.10.1 Operation of Revolving Fund for implementation of Paddy Price stabilization scheme

TOD is responsible for the operation of Revolving Fund created through voted funds to
meet working capital needs to purchase paddy as recommended by the Ministry of

Agricultural Development and Agrarian Services.
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The Treasury has released Rs.1060.00 million to Paddy Marketing Board during the year

2009 with the recommendation of the Ministry of Trade, Marketing Development, Co

operatives and Consumer Services.

Revolving Fund as at 31.12.2009

Table 7.10.1 shows the financial position of the

Table 7.10.1 Balance Sheet of the Revolving fund as at 31.12.2009

Cash and Cash equivalent
Cash Balance

Rs.
Assets:
Current assets
Paddy Marketing Board 310,000,000.00
Ministry of Trade and Cooperative... 76,906,987.48

1,817,322,818.69

Total

2,204,229,806.17

Financing:
Initial capital
Accrued Interest

1,999,025,150.00
204,952,656.17 |

Liabilities
District Secretary - Rathnapura 252,000.00
Total 2,204,229,806.17

Details of recoveries of advances released for purchase of paddy from the Revolving Fund

and various other sources during the year 2009 are given below.

Table 7.10.2 Recoveries from Paddy Purchase Programme — 2009

Institution Other sources Revolving Fund ]
Rs. Rs.

Paddy Marketing Board - 950,000,000.00

District Secretary 275,000.00 -

Rathnapura

Ministry of Trade and Co- 29.641,071.11 -

Operatives..,

Total 29,916,071.11 950,000,000.00

The Department of Treasury Operations is constantly monitoring the recoveries from the

relevant parties in order to ensure smooth operation of the Revolving Fund in meeting the

financial needs of implementing agencies.
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7.10.2 Property Loan Guarantee Fund:

In the implementation of the year 2005 budget proposal, the Government introduced a new
property loan scheme for public servants through the banking system with the objective of
providing an opportunity for every public servant to acquire a valuable property. The
Property Loan Guarantee Fund was established under the Department of Treasury
Operations in order to assure the loan resettiement to the bank, in case of death or total
disablement of an officer while in service. In accordance with the Budget Circular No. 122
dated 26.04.2005, maintenance of the fund, including investment, loan repayments, etc., is

performed by the Department.
7.10.2.1 Operationalization of the Fund:

The Fund was established in 2005 by investing Rs. 916,231,000 in Treasury Bonds with the
purpose of settling outstanding loan balances of deceased and totally disabled public
employees who have obtained a loan from the participatory banks under the above scheme.
Investment income of the fund has been used for this purpose. Although the Fund initially
planned to continue the instaliment payments interms of Budget Circular No. 122 para 4.3,
it was later found that it would involve lots of administrative work and costs by the Fund.
And therefore, it was later decided to settle the outstanding loan of an employee under the

above scheme as one bullet payment to respective participatory bank.
7.10.2.2 Current position of the Fund:

Having scrutinized the applications and related documents, TOD has settled property loan
balances of deceased or totally disabled public servants in terms of the Public
Administration Circular No 8/2005 issued on payment of property loans through banks.
During the year 2009 a sum of, Rs. 42,368,565.43 has been settled to the respective banks

in respect of 56 deceased/ totally disabled public servants.
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Receipts and Payments for the Year Ending 2009

Rs.
Accumulated Fund Balance as at 01.01.2009 1,156,877,467.42
Receipts
Interest income 75.998.950.00
1,232,876,417.42

Payments
Settlement of loan balances (42.368.565.43)
Balance as at 31.12.2009- Treasury Bonds 916,231,000.00

Deposit Account 274.276.852.00 1,190, 507.851.99

8. Way Forward

TOD has been able to improve Treasury Fund Management System with the adoption of
Modified Treasury Single Account (MTSA) System since the latter part of the year 2007.
Some of the benefits derived from the MTSA system are:
* to reduce overdraft balance of the two DST accounts by settling off all credit
balances of bank accounts operated by spending agencies,
e to minimize interest cost on borrowing through overdraft facilities,
¢ to minimize traveling expenses incurred by spending agencies for physical
movement to the Treasury to collect cheques,
* the ability to transfer funds promptly to respective bank accounts of spending

agencies etc..

The Department of Treasury Operations is one of the beneficiaries of the Asian
Development Bank (ADB) funded Financial Management Efficiency Project (FMEP)
implemented by the Ministry of Finance and Planning to enhance efficiency in Public
Financial Management. Therefore, TOD is now in the process of reorganizing the
processes and functions of the Department to suit to the new developments that are taking

place with the implementation of the above project. To achieve the above objectives more
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effectively, a Task Force has been setup to handle all activities relating to establishment
and application of Integrated Treasury Information Management System (ITMIS) which
will be developed under the FMEP. TOD expects to achieve the desired results during the

project period.
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