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Report of the Committee

The Committee on Public Finance, at its meeting held on the 9t of January 2024
considered the following regulations:

Matters Considered:

Date of the Meeting: 09.01.2024 Time: 11.30 a.m.

¢ Regulations under Section 24 of the Board of Investment of Sri Lanka Law, No.4
of 1978 (Published in the Gazette Extraordinary No. 2334/39 of 015t June 2023, and
presented to Parliament on 09.12.2023).

Members Present

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

Hon. (Dr.) Suren Raghavan

Hon. Rauff Hakeem, Attorney-at-Law

Hon. Wajira Abeywardana

Hon. Patali Champika Ranawaka

Hon. Chandima Weerakkody, Attorney-at-Law
Hon. (Dr.) Nalaka Godahewa

Hon. Nimal Lanza

Hon. Mayantha Dissanayake

Hon. (Dr.) Major Pradeep Undugoda



Hon. Isuru Dodangoda

Hon. Premnath C. Dolawatte, Attorney-at-Law
Hon. M. W. D. Sahan Pradeep Withana

Hon. Madhura Withanage, Attorney-at-Law

Officials Present

Board of Investment

Ms. Renuka Weerakone, Director General (Acting)
Ms. Himali Urugodawatta, Director

Mr. Ranjith Dharmasiri, Director

Mr. W.D.G. Priyankara, Director

Mr. Nishantha Dissanayake, Senior Deputy Director
Ms. Ganga Palaketiya, Senior Deputy Director

National Audit Office
Mr. N.H.A.R.K. Gunaratne, Assistant Auditor General
Mrs. RW.H.K. Rajapaksha, Superintendent of Audit

Introduction - Regulations under Section 24 of the Board of Investment of
Sri Lanka Law, No.4 0of 1978

The current regulations for concessions and incentives under Sri Lanka's Board of
Investment (BOI) law, No. 4 of 1978, are governed by BOI Regulation No. 2 of 2006. The
existing framework grants approval under Section 17 of the BOI Law solely for new
enterprises, offering customs duty exemptions based on Schedule B for approved projects.
However, projects sanctioned under Section 16 operate without concessions. The absence of
provisions for existing non-BOI companies or Section 16-approved ventures to obtain
Section 17 approval for continued operations or for local non-BOI firms to transfer shares to
foreign investors poses challenges. Recognizing the importance of facilitating Foreign Direct
Investment (FDI) and supporting businesses during economic crises, the BOI proposes
amending the regulations to introduce criteria for existing non-BOI or Section 16 companies
to enter agreements under Section 17, subject to qualifying criteria in specific sectors. This
includes consideration for customs duty exemptions for existing local companies
transferring shares to foreign investors. This regulation, is presented to address these
regulatory gaps.

Observations made by the Committee

e The BOI does not have provisions to authorize pre-existing non-BOI companies.
Additionally, there is no provision for locally owned non-BOI companies to transfer shares
to foreign investors.

The calculation of investment is determined by fixed assets and working capital.



e The difference between enhanced capital allowances and tax concessions is that the
concessions are given based on investment.

e Under Section 16, concessions were not provided, and the minimum threshold investments
were approximately USD 250,000. To qualify under Section 17 of the Act, the minimum
threshold investments were around USD 3 million inclusive of concessions. However
certain existing investments fall short of the requirements under section 17.

e The committee examined the criteria or factors that influenced the selection of projects
qualifying for Section 17 exemptions. It also assessed the repatriation of funds by equity
holders and the potential loss to the Treasury resulting from concessions. The committee
noted that the International Monetary Fund has stipulated a condition that concessions
should only be granted when accurately calculated and presented.

e The Committee further noted that the BOI has initiated these calculations and publicly
disclosed them on the Ministry of Finance, Economic Stabilization, and National Policies
web platform, highlighting the commendable transparency in revealing the costs incurred
by the treasury.

¢ Nonetheless, the Committee noted that the BOI lacks comprehensive data on devidends
and repatriation.

Recommendations made by the Committee

The Committee directed the BOI to engage in discussions with the Central Bank of Sri
Lanka and the Ministry of Finance, Economic Stabilization, and National Policies to
determine the feasibility of calculating dividends and to outline a proposed plan for such
calculations.

Decision of the Committee
After consideration, the Committee approved the above Regulations. The report of the

Committee on Public Finance thereon will be presented to the Parliament on 12t, January 2024
by the Hon. (Dr.) Harsha de Silva, Chair of the Committee.



