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Report of the Committee

The Committee on Public Finance, at its meetings held on the 20t of August, 2024, considered
the following Notification and Regulations:

¢ Notification under Section 32 read with Section 25 of the Excise Ordinance (Chapter
52) (Excise Notification No. 02/2024)
(Published in the Gazette Extraordinary No. 2366/39 dated 12.01.2024, and presented to
Parliament on 12.07.2024)

¢ Regulations under Section 71 read with Sections 27, 28 and 45 of the Colombo Port
City Economic Commission Act, No. 11 of 2021 (Colombo Port City (Fees) Regulations
No. 2 0of 2024)
(Published in the Gazette Extraordinary No. 2387 /38 dated 06.06 2024, and presented to
Parliament on 23.07.2024)

Date considered by the Committee: 20.08.2024 Time: 11.30 a.m.
Members Present

Hon. (Dr.) Harsha de Silva (Chair)

Hon. (Dr.) Suren Raghavan

Hon. Patali Champika Ranawaka

Hon. Duminda Dissanayake

Hon. Nimal Lanza

Hon. (Dr.) Major Pradeep Undugoda

Hon. Madhura Withanage, Attorney-at-Law

Officials Present

National Audit Office
Mr. E.M.K.M. Padmalal, Senior Assistant Auditor General
Mr. D.M.C.K. Jayathilaka, Superintend of Audit

Ministry of Finance, Economic Stabilization and National Policies
Mr. A.K. Senevirathne, Deputy Secretary to the Treasury

Department of Trade and Investment Policy
Dr. Vishakha Elapatha, Director

Department of Fiscal Policy
Ms. W.T.A. Perera, Tax Advisor
Ms. M.A.S. Dabarera, Deputy Director

Department of Excise
Mr. M.J. Gunasiri, Commissioner General
Mr. Channa Weerakkkody, Deputy Commissioner (Legal)

Ministry of Investment Promotion
Mr. M.M. Nayumudeen, Secretary

Mrs. Anoja Herath, Additional Secretary
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Mr. Susantha Jayathilaka, Additional Secretary (Administration)
Mrs. H.N.K.T. Dulani, Director (Development)
Mrs. Dinusha Jayaweera, Legal Officer

Colombo Port City Economic Commission

Mr. Soosaipillai, Acting Director General / Commission Member
Mr. S. Vimalenthirarajah, Commission Member

Justice D.P.S. Jayawardena, PC, Commission Member

Mr. Revan Wickramasuriya, Chief Operating Officer

Introduction

Notification under Section 32 read with Section 25 of the Excise Ordinance (Chapter 52)
(Excise Notification No. 02/2024)

(Published in the Gazette Extraordinary No. 2366/39 dated 12.01.2024, and presented to
Parliament on 12.07.2024)

The Extraordinary Gazette Notification No. 1544 /17 dated 10.04.2008 introduced Rules
forissuing liquor licenses in Sri Lanka. To address current needs and challenges, these Rules were
updated in this Gazette Notification No. 2366/39 dated 12.01.2024. This Notification introduces
new Rules under the excise Ordinance (Chapter 52) and specifies the procedures for obtaining
and reviewing liquor licenses. Major amendments include simplifying the application process,
adjusting the number of licenses per province, increasing the application fee from Rs. 10,000/-
to Rs. 25,000/-, raising the turnover requirement for supermarkets to Rs. 1,000/- million, and
amending the transfer fee for excise licenses.

Observations Made by the Committee

The Committee observed that the Attorney General has clarified that there were no
impediments to bar the above Gazette from being taken up by the Committee, despite ongoing
legal proceedings regarding liquor license issuance in the Supreme Court. The Committee noted
reasons such as the increase in the liquor license quota from 1,104 to 1,578 and the decrease in
the distance requirement for Sri Lanka Tourism Development Authority approved restaurants
from the nearest government registered schools and the public religious places of worship.

The Committee noted that the eligibility threshold for supermarkets to sell liquor has been raised
to Rs. 1,000 million in turnover from Rs. 72 million. The Commissioner General of Excise assured
that this change will not negatively impact supermarkets or affect Maximum Retail Price for
customers. However, non-Value Added Tax (VAT) registered sellers might see a slight decrease
in profit margins due to non-reclaimable VAT.

The Committee noted a 23.4% increase in liquor revenue from Rs. 95 billion in 2023 to Rs. 132
billion in 2024, despite a decrease in sales volume from 19.8 million liters to 18.5 million liters.
The Committee observed that the Supreme Court has ruled that a liquor license is an asset,
requiring a non-legal heir to pay Rs. 15,000,000 to transfer the license rights.

The Committee noted that the new digital sticker and QR code scheme for liquor bottles requires
a dedicated App, which is not convenient for consumers.
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The Committee noted concerns about the subjective discretion of the Excise Commissioner
General in issuing licenses and questioned how cultural sensitivity is measured. The
Commissioner General stated that the subject Minister holds greater discretionary power and
that cultural sensitivity is assessed mainly through adherence to existing Regulations.

Recommendations Made by the Committee

e The Committee directed the Excise Commissioner to launch a QR code sticker scheme for
liquor bottles that can be checked without requiring a specific app installation.

e The Committee recommended that measures be taken in the future to present gazettes to
Parliament within at least one month of publication when such a time period for presentation
is not legally specified.

¢ Regulations under Section 71 read with Sections 27, 28 and 45 of the Colombo Port
City Economic Commission Act, No. 11 of 2021 (Colombo Port City (Fees) Regulations
No. 2 0of 2024)
(Published in the Gazette Extraordinary No. 2387/38 dated 06.06 2024, and presented to
Parliament on 23.07.2024)

The initial Fees Regulation for Authorised Persons, published in the Gazette Extraordinary
No. 2299/47 dated 28.09.2022 included fees for registration but did not cover Business of
Strategic Importance or Offshore Banking Business. Since then, new Regulations now includes
fees for these categories. The previous Regulation in year 2022 is rescinded hereby. All new
Regulations must be approved by Parliament within three months of publication, as required by
the Colombo Port City Economic Commission Act No. 11 of 2021.

Observations Made by the Committee

The Committee observed that the Gazette introduces new fees for businesses of strategic
importance. The Committee also noted that there are over 100 investors in the Colombo Port
City, of which 65 are strategic investors. The Committee noted that a Gazette published in August
2023 has set the criteria for businesses within the Colombo Port City. The Committee observed
that any restructuring within the Port City must be approved by the Commission, and if
modifications are made, they would not affect the new fees.

The Committee also observed that there is a possibility of existing software companies shifting
their operations to the software service tax-free Colombo Port City, and the Commission has not
provided any guarantees against this.

The Committee noted concerns about the project's website lacking transparency on ownership,
investment targets, and the roadmap. The developer invested USD 1.5 billion and the Sri Lankan
government contributed USD 50 million. The developer received 46 land plots to market, except
four reserved for public use. The fee structure was reviewed with Ernst and Young, and over 100
licenses have been issued, with 65 classified as strategic.

The Committee noted that the Ministry of Finance, Economic Stabilization and National Policies
was focused on understanding tax expenditures and maintaining mainland business
competitiveness as the commission reviewed tax policies, considering global tax and arbitrage
issues.
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Recommendations Made by the Committee

e The Committee directed the Members of the Colombo Port City Economic Commission to
submit a breakdown and a list of primary and secondary businesses of strategic investors
(authorized persons currently holding licenses), along with the expected investments and
amounts for each category and the criteria used.

Decision of the Committee

After consideration, the Committee approved the above Notification under Section 32
read with Section 25 of the Excise Ordinance (Chapter 52) (Excise Notification No.02/2024), and
the Regulations under Section 71 read with Sections 27, 28 and 45 of the Colombo Port City
Economic Commission Act, No. 11 of 2021 (Colombo Port City (Fees) Regulations No. 2 of 2024),
and decided that the report of the Committee on Public Finance thereon be presented to
Parliament on the 21st of August, 2024, by the Hon. (Dr.) Harsha de Silva, Chair of the Committee.
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