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Clarification on the News Articles on Allegedly Unaccounted Government Borrowings
for Project Loans between 2015 and 2022

Certain articles published in newspapers, based on a debate on the way forward for
Sri Lanka held on 29t August 2024, claimed that “befweent 2015 and 2022, the Government
borrowed Rs. 8 trillion for project loans of which 75% remains unaccounted for”. In this regard,
the Ministry of Finance, Economic Stabilization and National Policies wishes to make the
following clarifications.

The Statement of Financial Position under the Government Financial Statements for the
year 2023 includes Rs.7,301,756,109,116 as project loans (comparative figure for 2022 -
Rs.7,665,018,983,131) which is the total outstanding borrowings! and a descriptive note for
each project loan so obtained is disclosed as Note No.24 (II)? in the 2023 Final Budget
‘Position Report of the Ministry of Finance, Economic Stabilization and National Policies.

Meanwhile, the Government Financial Statements have been published in Part IV of the
2023 Final Budget Position Report of the Ministry of Finance, Economic Stabilization and
National Policies, along with the Auditor General’s Report on the same®.

In that Report, the Auditor General has indicated that “.... A sum of Rs. 932 billion as
government investment in the year 2023 had been mentioned as construction of physical assets or
purchasing thereof and acquisition of other investments under cash flow generated out of
investment activities in cash flow statement. A sum of totaling Rs. 10,145 billion of govermment
investments from the year 2006 to 2023, had been mentioned in the cash flow statement as

| See page 267 of the 2023 Final Budget Position Report of the Ministry of Finance, Economic Stabilization and N ational
Policies.

https:/ / www.treasury.gov.lk/api/file/ad12f7fa-d2db-43d4-9daa-9270ec7b7cac

2 See pages from 270 to 301 of the 2023 Final Budget Position Report of the Ministry of Finance, Economic Stabilization
and National Policies.

https:/ / www.treasury.gov.lk/api/file/ad12f7fa-d2db-43d4-9daa-9270ee7b7cac

3 See from page 218 of the 2023 Final Budget Position Report of the Ministry of Finance, Economic Stabilization and
National Policies.

https:/ / www.treasury.gov.lk/api/file/ad12f7fa-d2d b-43d4-9daa-9270ee7b7cac




construction of physical assets or purchasing thereof and acquisition of other investments.
However, only a sum of Rs. 2,537 billion out of that amount had been identified and accounted as
non - financial assets in the statement of financial position of 2023. Accordingly, out of the amount
totaling Rs. 10,145 billion as construction of physical assets or purchasing thereof and acquisition
of other investment mentioned in the cash flow statenient, assets valued at Rs. 7,608 billion or /5
per cent had not been identified and accounted™.

The majority of the assets generated through project loans are included in the balance
sheets of the respective State-Owned Enterprises (SOEs) or government agencies by
whom such assets are being maintained. For example, assets related to roads, highways
and bridges would be reflected in the Road Development Authority (RDA) balance sheet,
and assets related to water supply and drainage would be reflected in the National Water
Supply and Drainage Board balance sheet. Hence, the assets shown in the Balance Sheets
of the said SOEs are not reflected in the Government Financial Statements in order to
avoid duplication or double counting. As an example, details of the completed and
ongoing projects for the period of five years from 2018 - 2022, financed by project loans
from the General Treasury and the assets (completed assets and work in progress)
utilizing the project loans under the RDA are given in Annex .

Furthermore, loan balances in the Government Financial Statements are stated after
adjusting for repayments and exchange rate differences whereas asset values are
recorded at the exchange rate that prevailed at the time of disbursement.

In addition, all of the borrowings are not utilized for the creation of assets since a
component would be utilized for expenditures which are recurrent in nature; for
example, the procurement of commodities, consultancy, procurement preparedness
activities etc. are also included in this number, which would not exactly be reflected in the
asset value.

Considering this background, as a solution to this matter which was raised by the
Auditor General, it was decided to include an Annual Reconciliation Statement on
project loans disbursed and assets capitalized as a Disclosure Note to the Government
Financial Statements?.

4 See section “4.5 Governnient Investnients” in page 29 of the Auditor General's Report, which starts from page 371 of the
2023 Final Budget Position Report of the Ministry of Finance, Economic Stabilization and National Policies.

https:/ / www treasury.gov.lk/api/file/ad12f7fa-d2db-43d4-9daa-9270ee7b7cac
5 See “Schedule VI STATEMENT OF ASSETS GENERATED THROUGH FOREIGN LOANS DISBURSED DURING THE

YEAR 2023” from page 341 of the 2023 Final Budget Position Report of the Ministry of Finance, Economic Stabilization
and National Policies.

https:/ /www.treasury.gov.lk/api/file/ad12f7fa-d2db-43d4-9daa-927 0ee7b7 cac




Details of the Projects Completed / Ongoing for the Last Five Years (2018-2022) financed by Foreign Loans from the General Treasury and Project Loans under the RDA

Name of the Ministry: Mnixtry of Transport & Highways

Name of the State Owned Enterpri
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Lasn Key
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