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The Bill to amend the Colombo Port City Economic
Commission Act, No. 11 of 2021 was certified by the Speaker
on 20 January 2026 and subsequently published as a
Supplement to Part |l of the Gazette of the Democratic
Socialist Republic of Sri Lanka on 23 January 2026. The
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Colombo Port City Economic Commission (Amendment) Act
No. 1 of 2026 is effective from 20 January 2026.
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Synopsis of the Amending Actis as follows -
1. TaxonEmploymentincome

The Amendment Act removes the income tax exemption
extended to employees and introduces transitional relief for
entities already registered or licensed under the CPCEC Act.

Accordingly, the exemption/concession now applies as
follows:

The current exemption on

LR IR e R il employment income will

to 20 January 2026 continue to apply for 3 years
from 01 February 2026.

Employees of entities registered
or licensed on/after 20 Jan 2026
New Registrants will be taxed at standard rates
under the Inland Revenue Act
No. 24 of 2017, as amended.
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Synopsis of the Amending Actis as follows -

2. KeyChanges toBusiness of Strategic
Importance (BSI) Framework

* The Technical Analysis: Ministry of Finance to conduct
technical assessments before granting tax exemptions.

Regulations: Issuance of Regulations outlining the minimum
investment, job creation, and applicable
exemptions/incentives.

» b-Year Review: Ministry of Finance to reassess granted
exemptions every five years.

» Tax Expenditure Reporting: The Ministry of Finance to
publish the tax expenditure statement relating to BSls
annually.
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 Tax Holiday Review: Upon completion of five years, the
Ministry of Finance, in consultation with the Commission,
may reassess the tax holiday period as well as the
exemptions and incentives granted to BSI.
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3. Mandatory tax filings for BSI

All Authorized Persons must file returns under the Inland
Revenue Act, No. 24 of 2017, and amendments thereto.
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Synopsis of the Amending Actis as follows -

4. Ex-postmonitoring of BSI

The Amendment Act strengthens BSI oversight by introducing
mandatory performance reviews against approved KPlIs and
empowering the Commission to restrict, suspend, or revoke
incentives where non-compliance is not remedied. The
procedural safeguards before enforcement is as follows;

Commission issues a Written Notice stating the

grounds for proposed action

|

o One-month period granted for the business to show
cause

ﬂ Business may present its case-in person or through
an authorized representative

Commission makes a decision to restrict, revoke
or suspend the exemptions/incentives, with reasons
recorded in writing




KPMG Tax FlashNews

0.

Synopsis of the Amending Act is as follows -

Offshore Banking Regulation

The Amending Act introduces Sections 42A to 42F in relation
to offshore banking operations within the Port City limits by
allowing the Central Bank of Sri Lanka(CBSL) the supervisory
role of issuing Orders, Directions, and determinations aligned
with evolving international standards. The Revised Section 43
allows the Minister of Finance to suspend or revoke licenses
with the concurrence of the CBSL.

Nofees charged

No fees, including land use fees will be payable until the
relevant licenses and registration certificates are issued,
except for the non-refundable processing fees that must be
submitted with the application.
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The information contain d he JS‘Of a general nature and is not intended to address the circumstances of gny parhcu?aii
|nd|V|d§§I or entity. AItHE éndeavbr to prowde accurate and timely information, there can be no guarantee that such
inform nis accurate a'sbf the ate it is received or that it will continue to be accurate in the future. No one should act
upon su |nfirmat|on wn’@out ap?roprlate professmnal advice aftera thonoméhie’kamnat:on of the particular situation.
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