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TO: HIS LORDSHIP THE CHIEF JUSTICE AND THEIR LORDSHIPS AND LADYSHIPS
THE OTHER HONOURABLE JUSTICES OF THE SUPREME COURT OF THE
DEMOCRATIC SOCIALIST REPUBLIC OF SRI LANKA

I, NIHAL SRI AMERESEKERE of 167/4, Vipulasena Mawatha, Colombo 10 in the Democratic Socialist
Republic of Sri Lanka, being a Buddhist, do hereby solemnly, sincerely and truly affirm and declare as

follows:

1. a) Iam the Affirmant and the 13™ Respondent abovenamed and affirm to the facts herein contained
of my own personal knowledge and belief and from the documents herein referred to and as

advised.
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b)

b)

c)

I received on 23.6.2007 by Registered Post from the Registry of Your Lordships’ Court, Notice
issued on me, together with copies of the Petition dated 28.5.2007 of the Petitioner, and his
supporting Affidavit and the Documents marked therewith.

I have been the Chairman, Public Enterprise Reforms Commission (PERC) from 24.5.2004 to
10.11.2005.

I respectfully state that, I concur and agree with the contentions of the Petitioner, and to the grant
by Your Lordships’ Court of the reliefs prayed for by the Petitioner in his Petition.

In response to the Petition of the Petitioner, I state as follows :

I admit averments in paragraphs 2(j), 18, 21(c), 22 and 23 of the Petition and the corresponding
averments in the Affidavit and admit Documents P21(a), P21(b), P22(a), P22(b) and P23
referred to in paragraph 19(a).

I am aware of the averments in paragraphs 1, 2, 3,4, 5,6, 7, 8, 9, 10, 11, 13, 14, 15, 16, 17, 19,
20, 21, 24 of the Petition and the corresponding averments in the Affidavit, and admit the same.

I verily believe the averments in paragraph 12.

Further answering paragraph 18, I admit that, as had been required, I gave evidence and made
written representations before the Investigation Panel of the Ethics Committee of the Institute of
Chartered Accountants of Sri Lanka (ICASL).

Further answering paragraph 21, I admit that, as had been required, I gave evidence and tendered
written representations before the Parliamentary Committee on Public Enterprises (COPE).

I respectfully adduce before Your Lordships’ Court, the following further facts, which would be
material to be taken cognisance of in the adjudication of the matters in this Application before
Your Lordships’ Court.

I verily believe that the transaction put in issue by the Petitioner would have been dealt with by
the Economic Sub-Committee of the Cabinet.

The Minutes of the Economic Sub-Committee of the Cabinet during the relevant period, would
reveal the decisions taken thereat and the persons, who had taken such decisions

Mr. R. Paskaralingam, Senior Advisor to the then Prime Minister, had participated at the Meeting
of the Steering Committee held on 11.4.2002 and had participated in the making of the decision
on the percentage of the Shares of SLIC to be sold, as borne out by item 12 of the Minutes of the
said Meeting. — quote

“Mr. Paskaralingam was of the view that this decision need not be made immediately. It
was decided that the Financial Advisor should be consulted on the structuring of the
transaction. A decision will have to be made by early July 2002 before the Information
Memorandum is sent out.”

A true copy of the Minutes of the Steering Committee held on 11.4.2002 is
annexed marked “I3R1” to my Statement of Objections, pleaded as part and
parcel thereof.



S.

6. a)

b)

I tender true copies of the following Letters, which had been exchanged by and between PERC
and Pricewaterhousecoopers (PWC).

ii) PERC'’s Letters to PWC dated 30.5.2003, 12.6.2003, 11.2.2004, 30.3.2004,
17.6.2004, 20.9.2004, 29.9.2004, 6.10.2004, 15.10.2004, 17.11.2004,
9.12.2004 and 13.1.2005— respectively annexed marked “13R2(a)”,
“I3R2(b)”, “I3R2(c)”, “I3R2(d)”, “I3R2(e)”, “I3R2(f)”, “I3R2(g)”,
“I3R2(h)”, “I3R2(i)”, “I3R2(j)”, “I3R2(k)”, 13R2(1)” to my Statement of
Objections, pleaded as part and parcel thereof.

iii) PWC’s Letters to PERC dated 5.6.2003, 6.11.2003, 29.4.2004, 24.9.2004,
1.10.2004, 14.10.2004, 28.10.2004 and 7.2.2005 respectively annexed
marked “I3R3(a)”, “I3R3(b)”, “I3R3(c)”, “I3R3(d)”, “I3R3(e)”,
“I3R3(f)”, “I3R3(g)”, “I13R3(h)” to my Statement of Objections, pleaded as
part and parcel thereof.

I tender true copies of the following Letters, which had been exchanged by and between PERC
and Ernst & Young (“E&Y™).

i) PERC’s Letters to E & Y dated 17.11.2004, 25.11.2004, 9.12.2004, 13.1.2005,
are annexed vrespectively marked “I3R4(a)”, “I3R4(b)”, “I3R4(c)”,
“I3R4(d)” to my Statement of Objections, pleaded as part and parcel thereof.

ii) E & Y’s Letter to PERC dated 18.1.2005 annexed marked “I3R5” to my
Statement of Objections, pleaded as part and parcel thereof.

Queries and clarifications sought in Letter dated 17.11.2004 (13R4(a)) were not responded to by
E&Y upto the time I relinquished, Office as Chairman, PERC, on 10.11.2005.

The ICASL by Letter dated 10.4.2006 invited me for an interview with the Investigation Panel of
the Ethics Committee regarding a Complaint, which had been made.

I was authorised by the Hon. Minister of Skills Development & Public Enterprise Reforms to
extend the fullest co-operation and assistance in the said investigation, as per Letter dated
25.4.20060.

I met the Investigation Panel of the Ethics Committee on 25.4.2006, and on a another date
thereafter, together with Mr. E. Arumugam, Director (Monitoring & Evaluation), PERC, as
authorised as aforesaid.

By Letters dated 5.5.2006 and 8.8.2006, PERC forwarded copies of documents requested by the
Investigation Panel of the Ethics Committee.

Subsequently, since the aforesaid documents had been tampered with, I forwarded further copies,
as requested, submitting my Letters dated 17.8.2006 and 22.8.2006 to the 32™ Respondent, the
Chairman, Investigation Panel of the Ethics Committee.

The Complainant, Mr. Amrit Muttukumaru, a public interest activist, has repeatedly complained
to the ICASL about the questionable and lethargic progress of the investigations into his
Complaint, finally by his E-mails dated 24.7.2007 and 9.7.2007 addressed to the 31* Respondent,
President of the ICASL, which apparently stand not responded to.



b)

2)

True copies of Letters dated 10.4.20006, 25.4.2006, 5.5.2006, 8.8.2006, 17.8.2006,
22.8.2006 and E-mails dated 24.7.2007 and 9.7.2007 are annexed respectively
marked “I3R6(a)”, “I3R6(b)”, “I3R6(c)”, “I13R6(d)”, “I13R6(e)”, “I3R6(f)”,
“I3R6(g)” and “I3R6(h)” to my Statement of Objections, pleaded as part and
parcel thereof.

At paragraph 18 of the Petition my Letter dated 5.10.2006 (P20(b)) is without the attachment
thereto of the Case Law, in support of the ‘dicta’ of Judgments referred to in the Section
‘Conclusion’ given on page 8 of my said Letter.

A true copy of the Case Law attached to my said Letter dated of 5.10.2006 is
annexed marked “I13R7” to my Statement of Objections, pleaded as part and
parcel thereof.

The SLIC Balance Sheets as at 31.3.2002 (P15) (not-audited) and 11.4.2003 (13R8) (not-
audited), which had been specially prepared for the transaction put in issue by the Petitioner, had
been held out by E&Y and PWC, to have been in accordance with the International Accounting
Standards.

A true copy of the SLIC Accounts as at 11.4.2003 forwarded by E&Y referred to
at paragraph 17(b) of the Petition is annexed marked “13R8” to my Statement of
Objections, pleaded as part and parcel thereof.

Members of the Steering Committee had accepted the position that the aforesaid SLIC Accounts,
more particularly the SLIC Balance Sheets, had been prepared to be in accordance with the
International Accounting Standards.

I accessed the website of the International Accounting Standards Board to verify the correctness
of such position, which was a material factor in the transaction put in issue by the Petitioner.

The International Accounting Standards Board by E-mail dated 20.11.2006 confirmed that
International Accounting Standard 1 (IAS 1) applied to insurance companies.

IAS 1 specifies the minimum line item disclosures on the face of, or in the notes to, the Balance
Sheet, ..... ‘Current’ and ‘non-current’ assets, and ‘current’ and ‘non-current’ liabilities are
presented as separate classifications on the face of the Balance Sheet.

The SLIC Balance Sheets as at 31.3.2002 (P15) and 11.4.2003 (13R8), (both not-audited)
contrary to what had been held out, had not been presented in accordance with the aforesaid
International Accounting Standards, disclosing separately ‘current assets’ and ‘non-current assets’
and ‘current liabilities’ and ‘non-current liabilities’, leading to one of the problems confronted by
the Government.

Whereas, such Accounting Standard had been adhered to in the SLIC audited Balance Sheets as
at 31.12.2001 (P14) and 31.12.2002 (P17), disclosing separately ‘current assets’ and ‘non-current
assets’ and ‘current liabilities” and ‘non-current liabilities’, raising the question, as fo why such
policy had been consciously changed.




h) In any case, the ‘price adjustment formula’, as per Clause 4 of the Agreement dated 11.4.2003

10. a)

b)

11.

(P13), structured by PWC and known to E&Y, requires such classification to be disclosed in the
Balance Sheets as at 31.3.2002 and 11.4.2003 (both not-audited) to compute the ‘net working
capital’ increase, which is the increase in ‘current assets’ less ‘current liabilities’, as defined in
P13 between 31.3.2002 and 11.4.2003; and which said Accounts should also be audited.

True copies of International Accounting Standard 1 and E-mail dated 20.11.2006
are annexed respectively marked “13R9(a)” and “I3R9(b)” to my Statement of
Objections, pleaded as part and parcel thereof.

I was examined by COPE on the transaction put in issue by the Petitioner, which prima-facie has
several instances of ‘conflicts of interest’.

Whilst I was being examined by COPE, Suhadha Gamalath, Member, PERC and Secretary,
Ministry of Justice, made a clear presentation, citing authorities, on the definition of ‘conflicts of
interest’, which would be available with the 33™ Respondent, Chairman COPE.

In the foregoing premises, I reiterate that I concur and agree with the contentions of the Petitioner
and pray that Your Lordships’ Court be pleased to grant the reliefs prayed for in his Petition.

The foregoing Affidavit having been
read over and explained by me to the
affirmant thereof and he having
admitted to have understood the
contents thereof affirmed to and signed
at Colombo on this 2™ day of August
2007
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