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Report of the Committee

The Committee on Public Finance, at its meetings held on the 20t and 25t of June 2024,
considered the following Order, Notifications and the Bill:

¢ Order under Section 3 (4) of the Strategic Development Projects Act No. 14 of 2008
(Published in the Gazette Extraordinary 2377 /41 dated 28.03.2024, and presented to
Parliament on 14.05.2024)

¢ Notification under Section 25 Read with Section 32 of the Excise Ordinance (Chapter
52)
(Published in the Gazette Extraordinary No. 2366/38, dated 12.01.2024, and presented to
Parliament on 18.06.2024) (Notification No. 01/2024)
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¢ Notification under Section 25 Read with Section 32 of the Excise Ordinance (Chapter
52)
(Published in the Gazette Extraordinary No. 2369/32, dated 01.02.2024, and presented to
Parliament on 18.06.2024) (Notification No. 03/2024)

¢ Sri Lanka Telecommunications (Amendment) Bill
(Gazette Supplement dated 02.05.2024, and Presented to Parliament on 10.05.2024)

Date considered by the Committee: 20.06.2024 Time: 11.30 a.m.

Members Present

Hon. (Dr.) Harsha de Silva, M.P., (Chair)
Hon. (Dr.) (Mrs.) Seetha Arambepola

Hon. (Dr.) Suren Raghavan

Hon. Rauff Hakeem, Attorney-at-Law

Hon. Mahindananda Aluthgamage

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

Hon. Nimal Lanza

Hon. M. A. Sumanthiran

Hon. Mayantha Dissanayake

Hon. Madhura Withanage, Attorney-at-Law

Officials Present

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

Department of Fiscal Policy

Dr. Kapila Senanayake, Director General
Ms. M.A.S. Dabrera, Deputy Director
Mrs. W.T.A. Perera, Tax Advisor

Department of Excise
Mr. M.J. Gunasiri, Commissioner General
Mr. Channa Weerakkody, Deputy Commissioner

Ministry of Industries
Mr. I.C. Pathiraja, Additional Secretary (Thrust Area Development)

Mrs. Dinusha Jayaweera, Legal Officer

Ministry of Investment Promotion
Mrs. Anoja Herath, Acting Secretary

Mr. Susantha Jayathilaka, Additional Secretary (Administration)
Mrs. Dinusha Jayaweera, Legal Officer

Board of Investment of Sri Lanka
Ms. Renuka Weerakoone, Acting Director General
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Ms.Priyanka Smaraweera, Executive Director

Ms. Himali Urugodawatte, Acting Executive Director
Ms. Ganga Palaketitya, Director

Mr. M.K.D. Lawrence, Executive Director/Zones

Ministry of Public Administration, Home Affairs, Provincial Councils & Local Government
Mr. A.G. Nishantha, Additional Secretary (Home Affairs)

District Secretariat - Batticaloa
Mr. K. Thanapalasundaran, District Secretary/Eravur Pattu

Ministry of Tourism and Lands
Mr. S.L. Naseer, Additional Secretary (Development)

Mr. D.D.K. Wickramaarachchi, Additional Secretary (Land)

Land Commissioner General’s Department
Ms. P.K.C. Nilani Mahindagnana, Land Commissioner

National Audit Office
Mr. E.M.K.M. Padmalal, Senior Assistant Auditor General
Mr. D.G.S.A. Anulasiri, Senior Assistant Auditor General

Attorney General’s Department
Mr. Mahen Gopallawa, Senior Deputy Solicitor General

Matters Considered:

Introduction

Order under Section 3 (4) of the Strategic Development Projects Act No. 14 of 2008
(Published in the Gazette Extraordinary 2377/41 dated 28.03.2024, and presented to
Parliament on 14.05.2024)

This gazette amends a previous Gazette Extraordinary No. 2238/40 dated July 30, 2021,
regarding the "Dedicated Textile Manufacturing Zone" in Eravur, Batticaloa District, designated
as a Strategic Development Project. These amendments resolve practical issues by detailing
exemptions and incentives for individual enterprises within the zone, ensuring company names
and concession time periods are clearly specified. The initial gazette aimed to establish a 400-
acre textile manufacturing zone to attract both foreign and local investment, with the goal of
delivering significant economic and social benefits to Sri Lanka.

Observations Made by the Committee

The Committee observed that the Bill was drafted following extensive stakeholder
consultations and consideration of the Supreme Court's determination, in accordance with
current international standards.

The Committee noted that the International Monetary Fund (IMF) necessitates amendments to
the Strategic Development Projects Act No. 14 of 2008 due to its lack of compliance with a rule-
based approach that ensures transparency and prevents ad-hoc grants and non-rule-based
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concessions. The Committee further noted that the gazette under consideration represented the
first phase of this process, with the first project scheduled to commence after the year 2021,
subsequent to the agreement with the IMF.

The Committee also observed that the goals of establishing a dedicated textile-manufacturing
zone in Eravur, Batticaloa included job creation and the production of Rs. 500 million worth of
fabrics in Sri Lanka instead of importing them.

The Committee observed that the environmental impact assessment had been duly carried out
regarding the above project The Committee further noted that as per the IMF agreement the
strategic development projects (SDPs) should be foregone if they incur a heavy 'social cost'.

Examining the net benefit to the country from the proposed project, the Committee noted that
import substitution would allow 60% of domestically manufactured fabric to be exported, with
20% of that attributable to the project. They observed that the total fabric requirement was Rs.
2400 million, of which 15% could be produced locally. The Committee further noted that the
project investment was Rs. 35 million, and it would result in the annual production of Rs. 105
million worth of fabric, while the net present value of the revenue foregone was Rs. 600 million.
The Committee further observed that Phase I of the project is scheduled for completion by July
2024 and that concessions for the project will be granted within 10 years if the process remains
transparent.

Recommendations Made by the Committee

e The Committee directed the Ministry of Investment Promotion and the Board of Investments
to create a standard template for calculating the net percentage value of projects initiated under
the Strategic Development Projects Act No. 14 of 2008 in the future, and to submit its draft to
the Committee at earliest.

Introduction

Notification under Section 25 Read with Section 32 of the Excise Ordinance (Chapter 52)
(Published in the Gazette Extraordinary No. 2366/38, dated 12.01.2024, and presented to
Parliament on 18.06.2024) (Notification No. 01/2024)

This extraordinary gazette notification sets new annual excise license fees effective
from January 12, 2024, detailed in Annexure I. It revokes previous fee Notifications of 2017 and
2018. Key changes include increasing the distillery license fee (except Palmyra arrack) to Rs. 25
million, the Palmyra arrack license to Rs. 5 million, the Toddy bottling license to Rs. 10 million,
and the vinegar manufacturing license to Rs. 2.5 million. The wholesale liquor license fee rises
to Rs. 5 million, with retail liquor licenses set at Rs. 15 million for municipal areas, Rs. 12.5
million for urban council areas, and Rs. 10 million for other areas. License fees for tourist board-
approved hotels are structured based on the number of rooms, while the nightclub license fee is
reduced to Rs. 250,000.

Introduction

Notification under Section 25 Read with Section 32 of the Excise Ordinance (Chapter 52)
(Published in the Gazette Extraordinary No. 2369/32, dated 01.02.2024, and presented to
Parliament on 18.06.2024) (Notification No. 03/2024)
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Gazette Notification No.2369/32, issued on February 1, 2024, under the Excise Ordinance,
and introduces significant changes to the excise-licensing framework, rescinding the previous
notification from January 12, 2024. This new Notification revises annual excise license fees and
specifies security deposits for various licenses, including distillery and toddy bottling licenses,
effective from February 1, 2024.

Observations Made by the Committee

Taking into account both Gazettes simultaneously, the Committee observed that the
Notification No. 01/2024 has been cancelled due to printing errors regarding the license fees,
although it had come into operation.

The Committee Observed that the licensing fee for products like Palmyra arrack was high but has
been reduced in Section 22B of the gazette, considering distance and previously undefined
"tourism area" for distillery licenses. The Committee observed that there are 7 licensed
distilleries in the country, and the gazettes now permits a fee of Rs. 2/- per liter of Palmyra arrack
instead of Rs. 1/-, generating Rs. 40 million in government revenue while 20 million liters are
consumed annually. The Committee also observed that an excess stock of ethanol needed to be
cleared, distinguishing between ethanol production and distilleries, with ethanol producers
currently operating at a loss. The Committee learned about a 100 Days programme by the
Department of Excise aimed at eliminating illicit liquor, which accounts for 30%-40% of liquor
sales due to high liquor prices. Additionally, the Committee observed issues arising from the
intermittent taxation of the liquor supply chain.

Recommendations Made by the Committee

¢ Regarding the two Notifications considered, the Committee directed the Ministry of Finance,
Economic stabilization and National Policies to analyse the excise (liquor) data to assess the
potential for adjusting taxes along the supply chain, taking into account the elasticity of the
products, and subsequently to optimize the license fee based on the tax structure throughout
the supply chain increasing the government revenue, and to report to the Committee on that;

Matter Considered:

Sri Lanka Telecommunications (Amendment) Bill
(Gazette Supplement dated 02.05.2024, and Presented to Parliament on 10.05.2024)

Date considered by the Committee: 25.06.2024 Time: 11.30 a.m.
Members Present

Hon. (Dr.) Harsha de Silva, M.P., (Chair)
Hon. (Dr.) Suren Raghavan

Hon. Anupa Pasqual

Hon. Mahindananda Aluthgamage

Hon. Harshana Rajakaruna

Hon. M. W. D. Sahan Pradeep Withana

Hon. Madhura Withanage, Attorney-at-Law
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Officials Present

Ministry of Finance, Economic Stabilization and National Policies
Department of Public Enterprises

Mr. B.A.D. Rodrigo, Additional Director General,
Mrs. T.D.R. Prabodani, Director

Ministry of Technology
Mr. Niruka Laththuwahandi, Senior Assistant Secretary

Telecommunications Regulatory Authority

Mr. D M M Dissanayake, Director General

Mr. E.N.P.K. Ratnapala, Deputy Director General (Policy & Planning)
Ms. K.S.M. Vishaka, Deputy Director General (Development)

Mr. L. Ganeshamoorty, Director (License Management)

Mr. HW.K. Indrajith, Director (Competition)

Ms. R. Gooneratne, Secretary to the Commission

Presidential Secretariat
Mr. S. K. Henadheera, Senior Assistant Secretary

National Audit Office
Mr. K.H.U.D. Sarath Kumara, Deputy Auditor General
Mrs. G.H.I. Vindya, Senior Assistant Auditor General

Attorney General’'s Department
Mr. Sumathi Dharmawardhana, P.C., Additional Solicitor General

Mr. Manohara Jayasinghe, Deputy Solicitor General

Department of Legal Draftsman
Mrs. G.A.S. Krishanthi, Assistant Legal Draftsman

Introduction

Sri Lanka Telecommunications (Amendment) Bill
(Gazette Supplement dated 02.05.2024, and Presented to Parliament on 10.05.2024)

The telecommunications sector's rapid evolution necessitates updating Sri Lanka's legal
framework to ensure effective public service and alignment with modern technologies and global
standards. The current regulatory provisions, based on the Telecommunications Act No. 25 of
1991 and last amended in 1996, urgently need revision to meet contemporary economic and
social needs. The World Bank Development Policy Operation prioritized this revision, and the
new Telecommunications (Amendment) Bill was developed with input from World Bank
technical experts, adhering to international standards. The Bill introduces significant
amendments to update regulatory frameworks, expand the Commission's powers, and address
competition within the telecommunications sector.

Observations Made by the Committee

The Committee on Public Finance reviewed the Bill amending the Telecommunications
Act No. 25 of 1991, focusing on transparency, market competition, and consumer fairness. The
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Committee observed that the Bill introduced three new licenses for telecom service and
infrastructure providers, aligning with international best practices complying with World Bank
Development Policy Operation. The Committee further observed that it aimed to increase
competition, benefit consumers, and switch the industry to be driven by the private sector,
requiring strong regulatory power for the Telecommunications Regulatory Commission (TRC).

The Committee observed that the Bill addressed the long-delayed amendments and had taken
the Supreme Court recommendations cited in its determination into account, particularly on
efficient management on frequency spectrum management and variation, ensuring authority and
compliance with International Telecommunications Union guidelines and international best
parctices. The Committee also observed that a new competition-based spectrum allocation
mechanism was introduced, with Parliamentary oversight to prevent politicization by the Bill

The Committee observed the need for unified licenses for fixed and mobile operators, service
convergence, and the regulation of significant market players through the TRC. Therefore, the
Committee further observed the need for explicit regulatory power due to the sector's dynamic
nature and the importance of unified licenses for fixed and mobile operators. The Committee also
observed that the Bill permitted tariff forbearance and introduced new Sections for submarine
cables and infrastructure sharing. The Committee particularly observed the benefits of tariff
control and cost-based infrastructure sharing for consumers.

Recommendations Made by the Committee

e The Committee recommended granting the regulator the authority to safeguard
competition and consumer interests, even if the industry opposes it.

¢ Considering the market power and tariff regulation, the Committee recommended that
monitoring mergers has to be controlled by the TRC until the competition commission is set

up.

Decision of the Committee

After consideration, the Committee approved the above Order under the Strategic
Development Projects Act No. 14 of 2008, Notifications under the Excise Ordinance (Chapter 52),
and the Sri Lanka Telecommunications (Amendment) Bill and decided that the report of the
Committee on Public Finance thereon be presented to Parliament on 9th of July 2024 by the Hon.
(Dr.) Harsha de Silva, Chair of the Committee.
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