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IMF REACHES STAFF-LEVEL AGREEMENT ON THE 5TH REVIEW UNDER SRI LANKA’S EXTENDED FUND FACILITY 
ARRANGEMENT 

 

 

 

 

The International Monetary Fund (IMF) and the Sri Lankan authorities have reached a staff-level agreement on the policies required to 
complete the Fifth Review of Sri Lanka’s reform program under the Extended Fund Facility (EFF). Upon approval by the IMF Executive 
Board, the country will gain access to approximately USD 347Mn in financing, bringing the total IMF financial support disbursed under 
the arrangement to SDR 1,524Mn (about USD 2.04Bn). 

Overview 

FLASH NOTE            

IMF Executive Board approval would be contingent on: 

1. Parliamentary approval of the 2026 Appropriation Bill in line with program parameters. 
 

2. The completion of the financing assurances review, to confirm multilateral partners’ financing contributions and assess 
adequate progress with debt restructuring. 

It was further highlighted that in order to obtain IMF Executive Board approval Sri Lanka should:  

 The 2026 Budget should align with program parameters by strengthening revenue through improved tax compliance, a 
broader tax base, and reduced leakages via tighter exemption frameworks.  

 Enhance public financial management to prevent expenditure arrears and promote efficient, high-quality spending, 
particularly by addressing under-execution in capital projects. 

 Maintain cost-recovery energy pricing and strengthening the governance of state-owned enterprises, including resolving 
legacy debts.  

 Ensure that the upcoming legislation on public-private partnerships, SOEs, procurement, and asset management aligns with 
the Public Financial Management Act and adhere to international best practices. 

 Protecting the poor and vulnerable should remain a key priority, with opportunities to enhance the welfare benefit payment 
scheme to improve targeting, adequacy, and overall coverage of social spending. 

 Central bank independence should be maintained, including by avoiding monetary financing of the budget. 

 Efforts should continue to rebuild external buffers through reserve accumulation while maintaining exchange rate 
flexibility. 

 Accelerate governance reforms, including procurement improvements, AML/CFT enhancements, anti-corruption measures, 
digitalization, and safeguard the independence of Commission to Investigate Allegations of Bribery or Corruption 
(CIABOC). 

 Commentary on program performance so far: 

“Program performance is strong, underpinned by good fiscal revenue outcomes and improvements in external resilience. 

The reform momentum should be sustained to safeguard macroeconomic stability and enhance Sri Lanka’s resilience to 

shocks. This is particularly important given heightened downside risks to the economy from persistent trade policy 

uncertainty and geopolitical tensions.” 
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