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PARTI: SECTION (I) — GENERAL
Government Notifications

THE FINANCE ACT Ne. 12 OF N1

REGILATION mads bry o Minisier of Frenos and Planningundar PART TV of the Finence Act, Mo, 120f 2012, 25 xmen
by Fimanco Act. N 120£ 2013,
Mumana Rasrais,

Minisiry of Finance and Plamning,
Colombo 01,
106 Faly, 2013

Fegaladion
1. This Ragulation mary be cited s the Finance Act - Commarcial Bub RogdationMo. 1 o£2013,

2. T Broard of Tovgs et of S Lanio: evtablished by the Board of Ivestment of Sri Laaka Lo No. +of 1978
mhd?n‘umfwwﬁnndlru "tho Board ") . im additicn bor e comtent of Regslations No. 01 of 1978 publishe:
Gazserte Exraardinery Mo, 72 of October 31, 1978, embodied or incorporaed in amy agreament amssred it between.
Hoard and amy Enterpriss in tarms of Secrion 17 of $he wtid Taw, and givw affct o tha Sollowing Provisioms prenided fo
PART IV of the Fizanco Act, No. 12 of 2012 (Prncipal Act) as amendod by the Fizamce Act No. 120£2013.

{1) Amynew enterprise whichis esablizhed or incorpormed i Sri Lazka and angaged in amy one or moreof

Following business actrities, wham atleast Sixty Five parcane (65%5) of its total inveeemant hos hesn £

Forsign sonmoes mchding and sansfirs from a Forsign Cursacy Banking Unit of a Hcamsed Comman

Bank oparating in 5ri Lamka, and of which & toml temiver is frons sxpert of goods and or sarvices, shall

amanypied from the application of Provisions of the Costomns Crdinance {{Chapter 239), Se Fxchengs Con

Act (Chapiar 423), the Exports and Exposts (Control) Act. No. 1 of 1969, and ach mfarmed to in sched
sufirmed to i the Princiap] Act 2 amendod by the Fimance Act, No. 12 o£2013.

() wetreport trads imvohing am imsport, mimor processing and re-axpost ;
() ed-shore busingss whare goods can bs procered fom coe country or mamrafictired i one commETy |
shippod %o ancer couery withoet hringing e sams o Sri Lanka ; H%H

(&) providing fomt and services to cient aborad

Thin Cazeey Krracrdingry can ha doenicadsd from wew decarests gov |k

b1 Ietmoom « () edirz - @ s glimsnl e eldiol dodded 43 Bous ommd ozo - HHLETIL
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(d) operaticns of the Headguarir: of leading buyses for the masagement of &% fmance sypply chain and
billing operations ;

() logistic sanvioss sach a5 2 bonded wasshouss or in S casa of operation of mmitti-souniry consolidation
nSrilamin;

Flﬂhudmiml]nsodmpdmmlpm mmﬁ:hmns prodnct,

with pricr comcurrsacs of the Ministr of Fiance and i such case the tarmover of such domestic ale
ahall be-treated as tumover foum decrsed wxparts, in.the hand of mch Fommeise.

Provided bowere —
] amﬁmm&whmhumsandmhsmmmmﬁnndmrh[e and {¢) aborre and enmged in the
of poods, wamss s for resarport., sl e required o operas such besino;
mmmaFmPeﬂerm 2 dasigmated Bonded Arsa. Howsvar, where am Frtarpriss sngaged manstpart

trade 2; defined in the Principal Act cbtzined the approal wmder these Provizions for sommiscturing o
assanthling a prodnct, sach Preemprise is requied fo be operated sither in 2 Fros Port or in a specified bonded
s

@ a new Enterprise witich is angaged in busines: acEnitios refarred mndar (8, () 2= () abows, ey be
wsiaklishod outsido 2 Fres Port or 2 Bonded Ara
() the minimem imsstmant of 3 new Entarpeise wiich & anmged & besiness activities refiered undar (3) sbove
shall be United Saies Dellams Frve Million (T5% 5 M), reqeired to be imvesied in fived assets within Six (08)
the darg of signed hotwan the Enterprig and the Boand It chadl aliobo
mquined at such Fnierprise shall achisve an anmal re-saport tomover of not less tham U35 20 Mo, over a
pariod of Frve vears from the dam of commencensame of opemons of mch busingi: |

() the mintmem imsstmest of 3 new Enteprs wiich i angaged in business activites refamed mdar () above
shallbe Uited States Dodlars Unw\f.ﬂhmf[ﬂﬂ\h] mqmmdmbommdmﬁmdamt within Six
(104 meomths Sroms i date of the red . tho Board. Itshall als
mmmmm»mmmmmmo{mwﬂmm 13Me ovar
apariod of Fivs years from the das of commancamant of oparations. of sach besimess

{¥) the meinimers tmssteee of & now Exborprise wiich i engaged in busings: activities reforrsd mmdor () and
(i) o {uf) v sl be Unied Seatus Diolbars Crme Million (153 1 Mn.), reqaived o be mnesed i foed
assats and wiich imoes tmeet shallbe remitied within six (06 months froe the date of the related agement
sigmeed horanan e Enturprise amd the Board. It chall also bo romquiseed that such Entorprize chall achizve an
amal re-axport fzmover of not les than USS 10 Mo over 2 paried of Five years from the dats of
commancemant of opeeations of vach b,

3. Anow Erearprisg nhich is anmged in busines: activities refurred wndar 2. (1) (). (). {c), {2 amd () above thall
miniyim clear detailed meomds of all ity tmactions i the prescribed Sorms provided Iq.lhnBu wiich shall inchada
Satadls relating to all inward and outward resirances of Foretam Frckonge, and mch mcords shall be vabesined oo the Board.
and the Centrollar of Exchangs, axmally. Futher, mch records skall be marained ot the opsmtonal preomies of the
Exvarprise pertaiming tothe past thres consecteivs yeam at 2y ghven point in tme, to faclio sy submissicn of the same
whezsver the Board or the Controller of Exchamgs nay requin.

4. A norw Enterprise which & engmaed in business acthites refamed tomder (1) Ga), (8L (2, (o) and () above shall
o subgect fo 2 synchmsived operationl procadime’s that skl be mmodneed by the Diepariment of Custonss, the Board of
Tvwewimant of Sri Lania and 5ri Lanka Ports Axshority in mespect of or Free Port or the Bonded Area, 25 may bemlevant.

3. Movemees of poods to2n from a Free Portor 2 Bonded AAmea in o or frops the Sr Lankan tarsitery, shall be mibject
o the provisions of e said Costoms Ordiancng and the Imports and Pxports (Comtrol) Act as moy be applicabls, as if sach.
geeoeds henvs beem insported info Sri Lanka or sxporied from 5o Lanka, 25 the case may be.
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Paar | Sac (1) - (RAETTIE EXTRACRINNAIRY OF TH DEMOCEATIC SOCIALEST REPUILIC OF ShI LANEA - 1107 2013

. Notwithstanding the sxemptions granted in termes barsof] it is harsbry required that Extarpises ndirmd 1o i this
Ragalation ars subject to the mesirictions and probhitions impoved in Scheduls (B) to the Crstonss Crdinance. As mch, the
Director el of Customs or amy officer suthorized by hins shall by tha powar to sntar imbo ey business premmie: to
wekich this Ragnlation appiios and taiks ncessary action, if sy sach Frecrpriss is said hvs acked comtrary 1o the prohibitions
o resirictions wt out in Scheduls (B) to the Customs Crdinancs.

7. Fowsvar, the Limitafions’ wetoutin Section 3(a) of Gazene No. 123214, 2002 of 19.04.2002, by the Contollar of
Enchange intarms of Sactions 7, 10, 11, 15 and 305) of s Fxchangs Conérol Act { Croptar 432 of i CLF) a5 zrony b amrmeled
shall mot apphy o such an Fntrprice, and & wach, forsign sumenhip shall bo pametsaible in mch Exierprisa,

£ Anew Ensarprise which is angaged in amy business acthity reSred ndar 2 (1) fa. (¥, (<), (o) and () ahons sball
raligibls ot comces soms availabile wndar Sectiom 13(8)T, 13(K)E). 13(3 ), amd L3 [.u:; 16, L6(0)amed Sacticn LA}
of i [nland Revemrs Act, Mo 10 of 2006, s amended. subject to the fulsi lwort of s])oa&dmc’wﬂn
mipecttve Sectan’s.

5. Anew Exbarprise that is angaged i oy basingss actity refsered mder 2(1) (), (8], (<], |’,ajlui e) m.l]alseh
comsidrnd in ferms of the Strategic Development Projects Act, Mo, 14 cd"‘l}ﬂlhmg:fellm duaprocess as wt odtin
tha wxid Act, provided the imvsatmant is not less than TS 10 Mn.

10, The'Cormairy of Cirigin CortiSicats’ issued bry the Deparment of Commarts will be mads pvailabis toay amarpose
mefamed to i this Reulation, onby in respect of domestic exports amtering o the Bomdod Area or the Free-Port Ame, mder
this Raguiation.

11 The Colombe and Fambamots Ports 25 declared o tarms of Section 2 of the Sn Lazka Ports Awhority Act No.
310f 1578, ar hamstry daclared as Fres Porss, for the purposas of this Reguladion.

12 Earenaryaka Pxport Processing Zoms and Engals Fxport Procassing Zome doclared in terms of thi Board of
Envsstment L No. 4 of 1973, am harskry daclared a5 Bonded Arsas for the perposss of tis Regshtion.

13, Marnala Ruajapakina Intemarinenl Aimport Jocated at Marttala, declared mdar The Adr Nevigaion Regulation of
1955 - Notics undar Regulation 126 ismed in tams of Garene Evraoedmary No. 176952, dated 015t Fobnuoy 2013, and
bonmdarics wat orct in Schadule A of Caserse Eotraovatinary No. 180015 dated, 076 March 2013 ssvmed under Saction 111 of
the Customs Crdmonce (Chpter 237) and Mirijjawila Export Processing Zons declared o tarmes of s Board of Investmant
Law No. 4 of 1976, ars baretry declared as specifiad Bonded Areas Sor the pumposss of this Repehiton.
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Quick facts on Gazette

»*  Name of Regulation

o Hub Projects to be entered in to an agreement with
X At least 65% of total investment should be from

X 3 laws exempted for Hub Projects

o Five business activities

o Minimum investment & turnover for hub activities
o Country of Origin issued by Dept. of Commerce

X5 6 locations permitted for hub operation



Sri Lanka’s Geostrategic Location BOI

Air Connectivity |, -

Chicago ="« New York

* Located at the center of sub continents

* Sydney

| Mr}@necﬁvity

-

\7 S e

>’

KUWAIT -
b

\

* Located within the vicinity of main shipping routes

connecting East & West providing direct access to

important trading partners
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SRI LANK

Legal framework

* Government has announced to setup Free Ports and Bonded Areas
to create trade related infrastructure to facilitate import and export of
goods and services with freedom to carry out transactions in
convertible foreign currency.

* The Free Port and Bonded Area are special areas reserved for specific

activities and governed by the provisions of following Acts and

Regulations

* In 2012, the Finance Act 12 of 2012, first announced the legislation

applicable for Commercial Hub activities.
* In 2013, amendments were made by Finance Act No 12 of 2013

* Commercial Hub Regulation No. 1818/ 30 was issued on 11-07-2013




PARLIAMENT OF THE DEMOCRATIC
SOCIALIST REPUBLIC OF
SRI LANKA

FINANCE ACT, No. 12 OF 2012

“ 5ri Lankan territory”” means the territory of
the Republic of Sr1 Lanka and does not
include any Free Port or a Bonded Area
declared under this Part of this Act.”™.




Declaration of Free Port & Bonded Area

® What are Free Port (FP) & Bonded Areas

e (""

(BA) for the purpose of Finance Act 12 of h . \\
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FIVE ACTIVITIES APPROVED UNDER [®%2

COMMERCIAL HUB REGULATIONS

. Entrepot trade

. Off-shore business

. Front end services

. Headquarters Operations

. Logistic services




Permitted Activities (a) Entrepot Trade
(ET)
USD 5 Mn

Involving in import

Minor processing

A A and re-export

B Manufacturing or

assembling with

minimum 10% DVA.

Local Exporter 9



(b) Off-Shore Business

Shipped Goods

USD 1 Mn

Where goods can
be procured from
one country or
manufactured in
one country and
shipped to another
country without
bringing the same
into Sri Lanka.

10



(c) Front End Services USD 1 Mn

Marketing, Sales

Front end & Business

Service
Development

Product Design &
, Development,SCM
Service

Sampling ,Testing

Total Business
Process

Quality Cheking

11



(d) Head Quarters Operations USD 1 Mn

International Billing

Quality Control

%?
y Financial Services
N
e Administration
wmeie’ SRI'LANKA
calombﬂ} 3{!?{“-_ e Dmﬂlh K |
norawat S :
L Rt Supply Chain

2 p
S o

] & 1
"\ langoda ?..:J’J .HS\IIILIMI
- =Galle L

Management

12



USD 3 Mn

(e) LOGISTIC SERVICES (LS)

Warehousing, Inventory
Management, Logistic

Value Addition

V1%
AN

Freight forwarding for

T
/7

clients abroad

N0 T XM

W20 %vT=E ~

Transshipment Activities

Regional Trade Bonds

13



Six Free Ports & Bonded Areas
Under commercial Hub Regulation

(O 1. Colombo Port o
e <4 Capital

O 2. Hambantota Port ol ==

';{r'adh - "I"ri'n— m
O 3. Mattala Airport AN TN

:} l.o“: Battical
. 4. Katunayake EPZ o
5. Koggala EPZ '

@ 5. Mirijjawila EPZ - @B 3

14
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SRI LANKA

Fiscal & Regulatory Benefits of FP & BA

1. Exemptions from the application of Provisions of the
*Customs Ordinance (Chapter 235)

(subjects to restrictions & prohibitions imposed in Schedule B),
*Exchange Control Act (Chapter 423)

(Sec. 3(a) of Gazette 1232/14 dated 19 -04-2002 shall not apply and foreign ownership
shall be permissible),

*Imports & Exports (Control) Act, No. 1 of 1969,
*Acts referred to in schedule;

- VAT Act No. 14/2002

— NBT Act No. 09/2009

— Export Dev, Act No. 40/1979

— Special Commodity Levy Act No. 48/2007
- PAL Act 18/2011

— Excise SP Act. No 13/1989



Role of BOI

* Approving authority of enterprises engaged in one or more activities referred in

Article 16.1(a) to (e) of the Finance Act No. 12 of 2012 as amended.

Enter into agreements with enterprises under section 17 of BOI Act No. 04 of 1978

Grant exemptions and special concessions under BOI Act, Inland Revenue Act,

Finance Act 12 of 2012 as amended and Strategic Projects Development Act.

Provide a prescribed form to the enterprises to maintain detailed records

including inward and outward remittances.

Introduce synchronized operational procedures jointly with Department of

customs and Ports Authority in respect of Free Port and Bonded Area



BOI enterprises approved under |so;
Hub Regulations

1.
® All 5 activities
ef EFL Global Freeport

2. (—\
Cﬁ\l Logistic Services

GLOWVWB AL

OUTLET STORES

3.
ADV*N TIS All 5 Activities

FREE ZONE




BOI enterprises approved under |sor
Hub Regulations

Logistic Services

Logistics

5. Lm’m All 5 Activities

Laugfs Terminals Ltd

6. 4/0 éd / #6( 2 All 5 Activities

Global Auto manufacturing Ltd




15T BUSINESS MODEL FOR LOGISTIC
SERVICES

@ arehouse Located in Free Port

E— :
Bonded Area

= MCC Operation
= Pick & Pack

Operation

19
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2ND BUSINESS MODEL FOR LOGISTIC SERVICE

Regional Distribution Center

\ ..

__ymp — I AN 1

l \ Bangladesh




374 Business Model for Logistic Services

EXPORTSTO HUB BY LOCAL EXPORTER

FREE PORT
Re-Exports
" T
\ p N
/ — \ Exports
/ \ oy
I |
\ _; / From Sri Lanka
N\ Consolidation 7

~ o Sri Lankan manufacturer

Import “x”’

21
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Cargo Examination

» Special seal no. of Import Cargo should be indicate

“Cargo Release Note”

» SLC offices at the gate of Bonded Area should ensure that the

seals are in tact

» Unloading and loading of Cargo should be under the surveillance

of CCTV camera

-

249 HOUR

CcCTV

IN OPERATION




