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20th February 2007

Dr. P.B. Jayasundera
Secretary, Ministry of Finance

& Secretary to the Treasury
The Secretariat
Colombo I.

Dear Dr. Jayasundera,

I refer to my Letter dated 24.8.2006, putting you on notice of the grave and serious neglect of duty on
your part, as outlined below:

i) The Special Audit Report submitted to Parliament by the Auditor General in July 2006, under and
in terms of Article 154 (6) of the Constitution, wherein you, as the Secretary Ministry of Finance
& Secretary to the Treasury, had been severely castigated with damning indictment, vis-a-vis, the
administration and management of the State Tax Revenues.

I was appalled at the findings reported upon by the Auditor General, inasmuch as I spearheaded
the campaign to have the perverse Tax Amnesty of 2003, which was determined upon by the
Supreme Court to have 'defrauded public revenue causing extensive loss to the State " repealed.
The PA Government having assumed office on a crusade against such condemned revenue
administration and management, owed an onerous duty and obligation to have arduously ensured
the strictest enforcement of revenue administration and management. The Auditor Genera!
castigatingly had reported otherwise.

ii) The non-enforcement of requisite requirements prevalent in other IMF Article VIII Status
countries, to have ensured the full repatriation of 'export proceeds' by exporters, to whom various
incentives have been afforded, at the expense of valuable public revenues, for the very purpose of
earning critically needed foreign exchange. A survey carried out at my instance by the Controller
of Exchange, that too, only on the basis of 'volunteered information', disclosed extensive
'leakage', impacting on foreign reserves and the exchange rates.

In this regard, the Repol1to Parliament by the Committee on Public Enterprises (COPE) in 2005,
stated as follows:

"The Auditor General and the Department of Public Enterprises have highlighted the following
in their reports... ..."

. "Decline in the remittances of export earnings to the country as the Bank did
not monitor the remittances of such export proceeds to the country and the
foreign exchange loss to the country."

"Your Committee in conclusion recommends the following:"

. "Carry out investigations on the nonrepatriation of export proceeds to Sri
Lanka and take corrective action appropriately to avoid drain of foreign
resources."
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It is indeed a tragedy, that valuable foreign exchange remittances fTom poor Sri Lankan workers,
undergoing much hardships and attendant social trauma, particularly in the Middle East, have
permitted, to the detriment of the economy, the non-repatriation of export proceeds to be
tolerated, whilst critically required foreign exchange is being raised through foreign commercial
borrowings.

iii) Questionable and dubious privatisations carried out under your direction and purview, completely
eroding the public and worker confidence, even in the process of much warranted re-structuring,
with a justifiable 'phobia' against privatisation, given the adverse socio-economic consequences
of privatisations, which already had been carried out.

The contents of my aforesaid Letter on the foregoing have not been disputed and/or refuted now for
almost 6 months, whereby the contents of my said Letter stand undisputedly admitted, without any
demur, whatsoever, on your part.

Your attention is drawn to the Reports presented to Parliament on 12.1.2007 by the Chairman COPE, on
the privatisations of Lanka Marine Services Ltd., (LMSL) and Sri Lanka Insurance Corporation Ltd.,
(SLIC), contained in Hansard Columns 358 to 363. I set out below excerpts from the said Reports.

Re - LMSL

~ .On 28.2.2002 Chairman PERC, P.B. Jayasundera caused Secretary to the Treasury, Charitha
Ratwatte to appoint a TEC to evaluate both EOls and finalBids. NoCabinet AppointedTender Board
was appointed. Since TEC was appointed after 28.2.2002, calling for EOls and the relevant
Documents had not been approved by the TEC.

~ Questionably abandoning the Chief Valuer's valuation, DFCC Bank had been selected by PERC
without competitive offers to do a 'business valuation' of LMSL.DFCC Bank has placed the 'floor
price' of the 'business valuation' for biddingat Rs. 1,200,000,0001-,on the basis that LMSLwas not to
have a monopoly.DFCCBank's valuationhad also been erroneous.

DFCC Bank has not valued the Net Assets of LMSLparticularlyBloemendhal Land of 8A2R 21.44P,
which the Chief Valuer had confirmed had been completed, but PERC had questionably avoided.
Chief Valuer had valued this land in 1993 at Rs. 82,866,000/-.

Normally the 'net assets valuation' and the 'business valuation' are both taken into reckoning in
placing a valuation on an ongoing business.

Cabinet Approvalfor the Cabinet Memorandumof 21.6.2002 has been given only on 14.8.2002~and
has been confirmedand notified on 21.8.2002. Hence, between 21.6.2002 and 21.8.2002, no action,
whatsoever, could have been taken on this matter.

Before confirmation and notification of Cabinet Approval on 21.8.2002, PERC Chairman, P.B.
Jayasundera;

. on 12.7.2002 on exchange of Letters with John Keells HoldingsLtd.,had made the 'award'
for the Sale of 90% Shares of LMSLto John KeellsHoldingsLtd.

.

The 'award' to John KeellsHoldingsLtd.,had been made on the basis that John Keells
Holdings Ltd., had been the only party, who had submitted a 10% Bid Bond on the 'floor
price' of Rs. 1.200,000,000/-, as required by letter dated 25.6.2002 to be submitted by
10.7.2002. This has been alleged bythe other Bidders as 'foul play'.

On 2.8.2002 on exchange of Letters with John Keells Holdings, PERC Chairman, P.B.
Jayasundera has agreed to grant a 'monopoly' to LMSL after John Keells Holdings
purchases 90% Shares of LMSL.Previously the TEC had rejected the Bid of Sri Lanka
Shipping Co. Ltd.,for requesting a monopolyfor 8 years for LMSL.

.
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. On 20.8.2002 PERC Chairman, P.B. Jayasundera, Secretary to the Treasury Charitha
Ratwatte and Director Legal PERC, Shamalee Gunawardene, acting in concert had signed
the Share Sale & Purchase Agreement and CUF Agreement with John Keells Holdings Ltd.
CUF Agreement included the following new Clause 8.2, which was not there previously:

'8.2 GOSL 1 SLPA 1 CPC shall ensure that all bunkers 1 marine fuels handled and
transported within the Port of Colombo would be handled and transported using the CUF'

The above acts have been prior to confirmation and notification of Cabinet Decision on 21.8.2002 and
are therefore bad in law and invalid, null and void.

The Court of Appeal has held that the inclusion of the above 'monopoly' clause has been ultra-vires
Petroleum Products (Special Provisions) Act No. 33 of 2002.

Consequently, being confronted with the above monopoly clause, DFCC Bank reneged on their
'business valuation' of LMSL of Rs. 1,200,000,000/- and confirmed in writing that on the basis of a
'monopoly' their 'business valuation' is Rs. 2,400,000,0001-,confirming that had they been required to
give a 'net assets valuation' they would have engaged the services of a professional real estate
valuer for the Land 8A 2R 21.44 P.

Though the RFP had disclosed the following Case and stated that the Government would not
takeover Cases of LMSL, which had been confirmed by PERC Chairman, P.B. Jayasundera at the
Pre-bid Conference, but in the Share Sale & Purchase Agreement signed with John Keells Holdings
Ltd., the Claim by Oxford Jay International (pte) Ltd., Singapore of US $ 9.2 Mn. had been takeover
by the Government. The Government has paid advance costs of US $ 170,0001- .

The draft Share Sale & Purchase Agreement issued with the RFP has stated;

'The Vendor (i.e. CPC) agrees to transfer freehold title of the premises located at No. 69,
Walls Lane, Colombo 15 to the Company (i.e. LMSL) within a period of 1 year from the
Closing Date:

The above could not by any means have committed the Government to transfer the Land in extent 8A
2R 21.44P 'free of valuable consideration' for the 'unjust enrichment' of a buyer of LMSL.

At the 'Pre-Bid Conference' PERC Chairman, P.B. Jayasundera had confirmed;

"Land - within one year of the closing date. PERC to revert by 7th May 2002 regarding the
terms of the transfer including any payments that would have to be made by LMSL." - (As per
Item 5(b) of the Minutes)

Secretary, Ministry of Power & Energy, P. Weerahandi has initiated action on 3.11.2004 to have this
Land transferred to LMSL. Consequently by Letter dated 11.1.2005, Add!. Secretary, Ministry of
Lands, W.M. Jayathilake has stated that the Secretary to the President has informed the Land
Commissioner that the President has approved the vesting of this Land to LMSL, after recovering the
purchase consideration of Rs. 1,199,362,5001-.

Though the Instrument of Grant dated 19.1.2005 has stated that the Government has received Rs.
1,199,362,5001- from LMSL, Director General, Department of Treasury Operations, by Letter dated
18.8.2006 has confirmed that the Government has not received any money for the transfer of this
Land, in response to Letter dated 21.3.2006 addressed to the Secretary Treasury, P.B. Jayasundera
by Chairman, PERC, W.M. Bandusena, seeking confirmation as to whether the Government has
received the purchase consideration as stated in the Instrument of Grant.

Hence, the Instrument of Grant is a 'fraudulent document' and a 'fiction', in that, no payment had
been made by LMSL and has been received by the Government, as acknowledged in the Instrument
of Grant for the transfer of the Government Land at Bloemendal in extent 8A 2R 21.44P to LMSL .
Therefore, there could not be a legal transfer of this Land, inasmuch as this Instrument of Grant is ex-
facie fraudulent and a 'fiction'.

This transaction had been executed blatantly without Cabinet Approval, with several flaws causing
loss and detriment to the Government, and demonstrating it to be a questionable 'fix', and is therefore
ab-initio bad in law, null and void:
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In regard to the foregoing, I quote below from my Letter forwarded to the former President Chandrika
Kumaratunga:

" Nevertheless, your signature had been obtained on an Instrument of Grant on 19.1.2005 to transfer
8A 2R 21.44P Government Land to LMSL, on the false stated representation that
RS.1,199,362,5001- as having been received by the Government, and as having been paid by
LMSL, whereas no such payment had been received or paid. This has been notwithstanding then
Secretary, Ministry of Lands having previously confirmed that you as then President had approved
the transfer of this Land, only upon the recovery of the purchase consideration, which warrants
action on your part.

The Land transfer, unknown to PERC, apparently had been initiated in November 2004 with the
President's Office, by then Secretary, Ministry of Power & Energy, Mr. P. Weerahendi, who I have
reason to believe would have so acted at the behest of Secretary to the Treasury, Dr. P.B.
Jayasundera, inasmuch as he had previously required me, as then Chairman PERC, to initiate the
transfer of this Land, which I did not take action upon, since I questioned the absence of a valuation
from the Chief Valuer for this Govemment Land. "

Re -SLIC

~ "Steering Committee has appointed PricewaterhouseCoopers (PWC), Indonesia in collaboration with
the PWC, Sri Lanka, without a Cabinet Approval on 10.4.2002 a:. Consultant to the Government for a
fee of US $ 1.6 Mn. (at present rate of Sri Lanka Rs. 172.8 million).

The Cabinet has approved the appointment of a TEC by the Secretary to the Treasury, but had
rejected the request of the Secretary to the Treasury to appoint a Tender Board by himself and
decided that the Tender Board shall be appointed by the Cabinet.

Disregarding the Cabinet disapproval, the Secretary to the Treasury had caused the Deputy
Secretary to the Treasury, Mr. N. Pathmanathan to appoint CATB, including himself as Chairman.

After the evaluation of Bids, the TEC has recommended the Sale of 90% Shares to the Consortium

comprising of Distilleries Company Ltd., Aitken Spence Co. Ltd., Aitken Spence Insurance (Pvt) Ltd.,
together with Technical Parties, ING Institutional & Government Advisory Services BV (Holland) on
25.3.2003.

On the same day 25.3.2003 CATB recommended the TEC recommendations.

The Cabinet Memorandum dated 27.3.2003 had recommended the Sale of 90% Shares of SUC to
the above Consortium.

On 11.4.2003 Share Sale & Purchase Agreement has been signed with Milford Holdings (Pvt) Ltd.,
and offshore company, Greenfield Pacific EM Holdings Ltd., incorporated in Gibraltar on 28.3.2003. It
was not in existence when the Cabinet approved it on 27.3.2003.

These two companies were not bidders and they were strangers.

The said sale has taken place on unaudited accounts and thereby it was not possible to enter into
any kind of Share transaction. It also appeared the accounts have been surreptitiously and
intentionally adjusted.

Ernst & Young auditors and PWC consultants were directly involved in the said fraudulent conduct.

Ernst & Young, who had been auditors of SUC, whilst the Government was 100% share holder,
continued as SUC auditors after the sale to the illegal buyers and had been compromised by them
not to discharge their responsibilities to the Government.

The Ethics Committee of Institute of Chartered Accountants, coming under the purview of the
Minister of Trade, after a preliminary investigation established a prima-facie case, had decided that a
Disciplinary Committee should be appointed into the professional misconduct by PWC and Ernst &
Young.
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