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Report of the Committee

The Committee on Public Finance, at its meeting held on the 05" May 2025 considered the following

Regulations, Order and Notification:

¢ Regulations under Section 20 of the Imports and Exports (Control) Act, No. 1 of 1969 amended by Acts, No.
48 of 1985 and No. 28 of 1987 read with Sections 4 (1) and 14 of the aforesaid Act (Published in the Gazette
Extraordinary No.2428/07 dated 19" March 2025 and presented to Parliament on 08" May 2025)

e Order under Section 2(1) of the Finance Act, No. 25 of 2003 (Published in the Gazette Extraordinary No.2421/30
dated 31%t January 2025 and presented to Parliament on 08" May 2025)

¢ Notification under Section 19 read with Section 51 of the Finance Act, No. 35 of 2018 relating to Luxury Tax
on Motor Vehicles (Published in the Gazette Extraordinary No.2421/41 dated 31 January 2025 and presented to
Parliament on 08™ May 2025)

e Order under Section 3 of the Excise (Special Provisions) Act, No. 13 of 1989 as amended, relating to Excise
duty (Published in the Gazette Extraordinary N0.2421/42 dated 31°% January 2025 and presented to Parliament on
08" May 2025)

Date Considered by the Committee: 19.05.2025 2.00 p.m.

Members Present
1. Hon. (Dr.) Harsha de Silva, M.P., (Chair)
Hon. (Dr.) Harshana Suriyapperuma, M.P., (Virtually joined with the meeting)
Hon. Ravi Karunanayake, M.P.,
Hon. (Dr.)(Ms.) Kaushalya Ariyarathne, M.P.,
Hon. Nimal Palihena, M.P.,
Hon. Chithral Fernando, Attorney at Law, M.P.,
Hon. (Ms.) Lakmali Hemachandra, Attorney at Law, M.P.,
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1. Regulations under Section 20 of the Imports and Exports (Control) Act, No. 1 of 1969 amended by
Acts, No. 48 of 1985 and No. 28 of 1987 read with Sections 4 (1) and 14 of the aforesaid Act

Introduction

Gazette Extraordinary No. 2428/07 dated March 19, 2025, was introduced to amend the Imports and Exports (Control)
Regulations No. 02 of 2013, aiming to resolve key administrative and regulatory issues in the vehicle import process.
It officially authorizes “Bureau Veritas” to issue Export Inspection Certificates for vehicles imported from Japan, a
clarification previously lacking in legal terms. The Gazette also updates document submission requirements to reflect
current international banking practices and incorporates digital verification methods to streamline and modernize the
import process.

Observations of the Committee

The Committee noted a suggestion to consider the possibility of imposing a fee on past vehicle imports that were
made utilizing “Bureau Veritas” -issued certificates for Japanese vehicles during the period when “Bureau Veritas”
was not explicitly authorized under existing regulations. The Committee emphasized the importance of avoiding
retrospective application of the newly issued gazette to cover such prior instances.

2. Order under Section 2(1) of the Finance Act, No. 25 of 2003 — Extension of Concessionary period
granted under the Embarkation Levy

Introduction

The Cabinet Memorandum No. 24/2350/809/025, dated December 30, 2024, was submitted by the Minister of
Transport, Highways, Ports, and Civil Aviation to extend the concessionary period of the embarkation levy granted
for passengers using Mattala Rajapaksa International Airport (MRIA), Colombo International Airport-Ratmalana
(CIAR), and Jaffna International Airport (JIA) to enhance the competitiveness of Sri Lanka's international airports in
the region. The above Order is gazetted in accordance with the approval given by the Cabinet of Ministers to continue
50% concession of the embarkation levy from the applicable levy of USD 60 per person, i.e., USD 30 for another

7



period of one year from March 27, 2025, for the airlines commencing operations of scheduled flights at CIAR; a
period of one year from February 01, 2025, for the airlines commencing operations of scheduled flights at JIA; and
full concession of the embarkation levy until December 28, 2025, for the airlines commencing operations of scheduled
flights at MRIA.

3. Notification under Section 19 read with Section 51 of the Finance Act, No. 35 of 2018 relating to Luxury
Tax on Motor Vehicles

Introduction

The luxury Tax on Motor Vehicles (LTMV) introduced under Section 19 of the Finance Act, No. 35 of 2018 came
no effect in 2019 when the exchange rate stood at 1 USD = Rs. 178. Given the significant macroeconomic
developments and exchange rate fluctuations since then, the Government has decided to revise the Luxury Tax free
thresholds to restore equity and realin with the original policy intent. Accordingly, the LTMV threshold has been
increased by Rs. 1.5 million for each category, excluding Electric Vehicles.

Revision of LTMV (Luxury Tax on Motor Vehicles) Threshold

_ Thrlggr?glgy(z?)lé_\ljarfje of Rate (Applicable on the amount | Revised Luxury Tax-Free
Vehicle Type Rs. Mn) before the exceeding the Luxury Tax-Free | Threshold (CIF value of Rs.
3 Mn) befo Threshold) Mn)
DDiesel | 35 | 120% | 5 |
[Petrol | 35 | 100% | 5 |
Hybrid Diesel | 4 I 90% I 55 |
Hybrid Petrol | 4 | 80% | 55 |
[Electric | 6 I 60% I 6 |

The Observations of the Committee

The Committee raised concerns about tax revenue loss due to loopholes in valuing imported vehicles, especially those
with low mileage falsely classified as “used vehicles”. The Committee urged the relevant authorities, including Sri
Lanka Customs to investigate and close such loopholes to ensure accurate valuation and maximum revenue collection.

4, Order under Section 3 of the Excise (Special Provisions) Act, No. 13 of 1989 as amended, relating to
Excise duty — Revision of Excise Duty Rates on Electric Vehicles (EVs)

Introduction

This order has been issued in accordance with the decision taken to narrow the gap in Excise Duty rates as a percentage
of Cost, Insurance, and Freight (CIF) between Electric Vehicles and other fuel-powered vehicles reduce; Given that
the Excise Duty rates applicable to Electric Vehicles as a percentage of the total CIF value have been significantly
lower than those for petrol, diesel, and hybrid vehicles, despite the fact that the average CIF values of Electric Vehicles
remain higher than those of other vehicle categories. This measure aims to reduce the foreign exchange outflow
associated with importation of Electric Vehicle while ensuring a balanced and equitable taxation framework.

Decision of the Committee

After consideration, the Committee agreed to;

¢ Regulations under Section 20 of the Imports and Exports (Control) Act, No. 1 of 1969 amended by Acts, No.
48 of 1985 and No. 28 of 1987 read with Sections 4 (1) and 14 of the aforesaid Act

e Order under Section 2(1) of the Finance Act, No. 25 of 2003

¢ Notification under Section 19 read with Section 51 of the Finance Act, No. 35 of 2018 relating to Luxury Tax
on Motor Vehicles

¢ Order under Section 3 of the Excise (Special Provisions) Act, No. 13 of 1989 as amended, relating to Excise
duty

and decided that the report of the Committee on Public Finance, thereon be presented to Parliament on the

20" of May, 2025, by the Hon. (Dr.) Harsha de Silva, Chair of the Committee.




Annexure

Officials Present

Date: 19.05.2025

Ministry of Finance, Planning and Economic Development

Mr. H.C.D.L. Silva-Deputy Secretary to the Treasury

Department of Trade and Investment Policy

Ms. 1.J. Abeyratne- Additional Director General

Department of Import and Export Control

Ms. T.T.Upulmalee Premathilake- Controller General

Department of Fiscal Policy

Ms. W.T.A. Perera- Tax Advisor

Ms. J.D. Kotinkaduwa - Director

Ms. S. Suganya- Assistant Director

Ms. P.S. Kumaraguru - Assistant Director

Ministry of Transport, Highways, Ports and Civil Aviation— (Ports and Civil Aviation Division)
Mrs.Arifa, Additional Secretary (Aviation)

Mrs.W.S.Pushparani, Chief Financial Officer

Civil Aviation Authority

Mr.H.K.M.Sunil Jayarathne, Chairman

A.V.M.Sagara Kotakadeniya, Director General of Civil Aviation & Chief Executive Officer
Ms.Ramesha De Silva, Director — Finance and Revenue Management


http://www.imexport.gov.lk/

