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Report of the Committee

The Committee on Public Finance, at its meetings held on the 11t of June 2024, considered
the following Regulations:

Regulations under Section 71 Read with Section 52 of the Colombo Port City Economic
Commission Act, No. 11 of 2021

(Gazette Extraordinary No. 2381/24, dated 22.04.2024, and presented to Parliament on
06.06.2024)

Date considered by the Committee:
11.06.2024 Time: 11.30 a.m.

Members Present

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

Hon. (Dr.) Suren Raghavan

Hon. Wajira Abeywardana

Hon. Isuru Dodangoda

Hon. Madhura Withanage, Attorney-at-Law

Officials Present

Ministry of Finance, Economic Stabilization and National Policies

Department of Trade and Investment Policy
Mr. K.A. Vimalenthirarajah, Director General

Ministry of Investment Promotion
Mrs. Anoja Herath, Acting Secretary

Mr. Susantha Jayathilaka, Additional Secretary (Administration)

Colombo Port City Economic Commission

Mr. Soosai Pillai, Director General

Mr. Revan Wickramasuriya, Chief Operation Officer
Mr. Ruwan Karunaratne, Director Finance

National Audit Office
Mr. E.M.S. Ekanayake, Assistant Auditor General

Attorney General’s Department
Ms. Mihiri de Alwis, Senior State Counsel

Introduction

On May 22, 2024, the Cabinet of Ministers approved duty-free operations at Colombo Port
City under the Colombo Port City Economic Commission Act. These operations are divided into
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Duty-Free Mall Operations and Duty-Free Retail Operations, differentiated by their investment
levels and benefits to Sri Lanka. Duty-Free Mall Operations require a minimum investment of
USD 7 million and must use the Commission's integrated passenger entry registration process.
Duty-Free Retail Operations require a minimum investment of USD 5 million, must have global
experience in duty-free operations, provide access to luxury brands, and comply with Sri Lanka
Customs regulations. Both categories are eligible for 20 years of exemptions or incentives if they
meet regulatory requirements. An authorized person will receive exemptions or incentives under
Regulation 3 only if they meet the specified requirements and are designated as a Business of
Strategic Importance for Duty-Free Retail or Mall Operations within three years of the
Regulations' publication.

Observations Made by the Committee

The Gazette proposes establishing a downtown duty-free mall in the Port City, focusing on
operators, goods, and permitted customers. However, a previous gazette (Gazette Extraordinary
No. 2333/14) establishing these rules was withdrawn by the Colombo Port City Economic
Commission (CPCEC) following concerns raised by the Committee on Public Finance (CoPF) and
guidance from the Attorney General. The CPCEC lacked the authority to issue such a gazette
pertaining to duty waivers.

The Committee observed that, in response, the CPCEC, in collaboration with the Ministry of
Investment Promotion and relevant stakeholders, has drafted new regulations titled "Colombo
Port City (Guidelines on the Grant of Exemption or Incentives to Businesses of Strategic
Importance - Duty-free operations) Regulations No. 01 of 2024." The Committee further observed
that to address concerns raised by the CoPF regarding potential harm to existing Sri Lankan
businesses, the CPCEC has streamlined the duty-free products list. This revised list, developed in
consultation with the Ministry of Investment Promotion and other stakeholders, reduces the
number of categories from 25 to 18.

Furthermore, the Committee noted that a business impact analysis was conducted upon the CoPF's
directive, specifically to minimize the possibility of established businesses being "cannibalized"
by the duty-free mall. Importantly, the revised product list imposes limitations on duty-free
purchases for Sri Lankan residents, while outbound travelers will enjoy unrestricted purchases
within these categories. The Committee further observed that the Ministry of Finance, Economic
Stabilization, and National Policies had recommended reviewing this list three months post-
introduction. It was further noted that the main duty-free operator in the Port City, China Duty
Free (part of China Tourism Group), is a major firm with the potential to attract top-end
international brands.

The Committee observed that the duty-free mall aims to attract high-end tourists, promote Sri
Lanka as a destination, and increase local income. The Committee noted the additional benefit of
providing more choices to duty-free customers and limiting arbitrage opportunities.

The Committee noted differences between the Port City and Airport and Aviation Services (Sri
Lanka) (Private) Limited duty-free operations, particularly in terms of government profits, which
are derived as dividends from liquor and cigarette sales only if the latter makes a profit.
Additionally, the Committee observed that the Port City duty-free mall will compete with the
monopolistic Airport and Aviation Services (Sri Lanka) (Private) Limited.

The Committee found no outstanding issues with the Gazette.



Recommendations Made by the Committee

e The Committee recommended that the list in Schedule I be updated and adjusted as needed in
the future.

Decision of the Committee

After consideration, the Committee approved the above Regulations and decided that the
report of the Committee on Public Finance thereon, be presented to Parliament on 18t of June
2024 by the Hon. (Dr.) Harsha de Silva, Chair of the Committee.
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