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Report of the Committee

The Committee on Public Finance, at its meeting held on the 17t of October 2023 considered
the following Order and the estimates,

Date: 17th October 2023 Time: 12.00 noon

Matters Considered:

e Order under the Excise (Special Provisions) Act, No. 13 of 1989
Published on the Gazette Extraordinary No. 2336/69 of 16.06.2023, presented to the
Parliament on 03.10.2023 and refered to the Committee)

¢ Budget Estimates of the National Audit Office for the Year 2024
Tabled in Parliament on 4th October 2023 and refered to the Committee

Members Present at the Meeting
Hon. (Dr.) Harsha de Silva (Chair)

Hon. (Dr.) (Mrs.) Seetha Arambepola

Hon. (Dr.) Suren Raghavan

Hon. Wajira Abeywardana

Hon. Patali Champika Ranawaka

Hon. Chandima Weerakkody, Attorney - At - Law
Hon. Nimal Lanza

Hon. Mayantha Dissanayake

Hon. Harshana Rajakaruna

Hon. Isuru Dodangoda

Hon. Premnath C. Dolawatte, Attorney - At - Law
Hon. Madhura Withanage, Attorney - At - Law

Officials Present

Ministry of Finance, Economic Stabilization and National Policies
Mr. AK, Senevirathna, Deputy Secretary to the Treasury

Department of Trade and Investment Policy
Ms. Visakha Elapatha, Director

Mr. Asantha Gunaekara, Director
Mr. K.D.J. Wasantha, Tariff Analyst

Department of Fiscal Policy
Ms. J.D. Kotinkaduwa, Director

Department of National Budget
Ms. M.A. Nandani, Additional Director General

Ms. A.K. Gunasekara, Director

Ministry of Industries
Ms. Malini Balasubramanium, Direcor

Mrs. H.M.M. Sachini Malika, Assistant Director



National Audit Office
Mr. E.M.K.M. Padmalal, Senior Assistant Auditor General

Introduction

Orders under the Excise (Special Provisions) Act, No. 13 of 1989

In the present day context with soap consumers moving away from animal products,
soap is mostly made with vegetable oil suitable for making soap. Therefore it is the most
widely used primary raw material for making soap for over 50 years. Historically in Sri
Lanka soap was made using coconut oil but due to price competititveness the
manufacturers have shifted to use palm oil fatty acids or soap noodles. Palmaticc acid
and lauric acid are derivatives of Palm oil fatty acids. Palmatic acid and Lauric acid are
about 15% to 25% higher in price than Palm oil fatty acids. (Lauric acid is made out of
Palm kernel oil or Coconut oil which are higher in price than Palm oil). Local
manufacturers are unable to manufacture soap noodles locally due to high initial
investment required in this processing plant.

Budget Estimates of the National Audit Office for the Year 2024

Annual Budget Estimates of the National Audit Office for the Year 2024 has been tabled
in Parliament on 4t October, 2023 and subsequently refered to the Committee on Public
Finance for review in terms of section 34 of the National Audit Act, No19 of 2018

Observations and recommendations made by the Committee

Orders under the Excise (Special Provisions) Act, No. 13 of 1989

It has been noted that soap manufacturing multinational companies have been gaining
an undue advantage over local manufacturers. In the manufacturing process,
multinational companies use imported fatty acids (Pulmatic acid and Lauric acid) which
have alow effective tax compared to soap noodles used by local manufacturers in
manufacturing soap. Therefore an excise duty of 29 % has been imposed for the newly
created national sub divisions related to fatty acids used in soap manufacturing.

Consequently, the committee has suggested that the
[II.  Ministry of Finance to verify the report by the Industrial Technology Institute of
Srilanka and provide the verifications
IV.  Ministry of Finance to monitor the revenue generated through this tax and assess
the extent of price fluctuations in the soap market

Decision of the Committee

After consideration, the Committee approved above Order and the Budget Estimates and
decided that the report of the Committee on Public Finance thereon, be presented to the
Parliament on 19th of October 2023 by the Hon. (Dr.) Harsha de Silva, Chair of the Committee.



