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Commercial Hub Regulation and the
Free-Port Concept: A Timely Step in the

Right Direction

Lctlith Edirisinghe
llt'ad- Department of Logistics qnd Transport
I trr ulty of Humanities and Social Sciences.

A lrub is the effective centre of an activity, region,

,r network. Therefore Commercial hub can be

rr lr,rrtified as the effective centre, region, or

rrr,twork of an activity involving or relating to the

lrrrying and selling of goods. A free port is a port

llr,rl opens to alltraders and it can be explained as

,r lrort area where goods are exempt from customs

rlrrty. The "dictionary.reference.com" defines it as

,r port or special section of a port where goods

rrr,ry be unloaded, stored, and shipped without

p,ryrrrent of customs duties and a port open under

lrrrr,rl conditions to all traders. The Government

rrl Sri Lanka has embarked on a development

,rlilrrda based on the Mahinda Chintanaya with

llrr, objective of converting the country to a Naval,

Avr,rtion, Commercial, Energy and Knowledge

lrrrlr in Asia. New and lucrative investment

o;rportunities have been introduced in keeping

wrtlr the objective of converting the country to

tlrr',,r' hubs. The new developments are therefore

lr,r',r'rl on the Commercial Hub Regulation No. l- of

.'o | | of Gazette (Extraordinary) of the Democratic

',rrr r,rlist Republic of Sri Lanka - No. 1818/30 of 1-1

Ir rly /013.

I lrr. Investrnent Opportunities

llrr, ,rbove Gazette notification further explains

itt' 7rt1 yFF

that it gives effect to the following Provisions

provided for in PART lV of the Finance Act, No. 12

of 20!2 (Principal Act) as amended by the Finance

Act, No. L2 of 2O1.3.

(L) Any new enterprise which is established or

incorporated in Sri Lonko and engaged in ony

one or more of the following business activities,

where at leost Sixty Five percent (65%) of its totol

investment has been from foreign sources including

ond transfers from a Foreign Currency Banking

l,Jnit of a licensed Commerciol Bank operating in

Sri Lonka, ond of which the totol turnover is from

export of goods and or services, shall be exempted

from the opplication of Provisions of the Customs

Ordinonce (Chapter 235), the Exchange Control Act

(Chopter 423), the Imports ond Exports (Control)

Act, No. 1 of 1969, ond acts referred to in schedule

referred to in the Principal Act os amended by the

Finonce Act, No. 12 of 201-3.

(a) Entreport trade involving an import, minor

processing ond re-export ;

(b) Off-shore business where goods con be

procured from one country or manufoctured in one

country and shipped to another country without

bringing the same into Sri Lanka ;

(c) Providing f ront end services to clients

abroad;

(d) Operotions of the Heodquarters of leading

buyers for the management of the finonce supply

choin and billing operotions;

(e) Logistic services such os a bonded

worehouse or in the case of operotion of multi-

country consolidotion in Sri Lonko

FurtheL if an Enterprise engaged in Entrepot trade

in manufacturing a product, as defined in the

Principal Act a nd having considered the im porta nce

of availing such product in the domestic market
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in tltc irtlclr.,,l ol llrr,tr,rllun,rl etlltnllV !,ltll
Enterprise rrtiry lrr, pr,r rrrllIr,rI rlo|rrn,,lh tirlrr.. n;r Ir
a certain percentitllr, 1.l,ry,rlrk, irr ,,tl Lrrrh,r llrrplr,,,,
and permission for suclr s,rlr,,, ,,lr,rll lrr, glvr,rr lry
the Board, with prior concurrcn(.r, ol ilrr, Mtrrl,,lr,r

of Finance and in such case the turrrovcr ol ,,rtr lr

domestic sale shall be treated as turnovt,r lrorrr
deemed exports, in the hand of such Enterprisc.

What is Entrepot trade?

The businessd ictiona ry.com has defi ned Entreport
trade as the trade in which imported goods
are re-exported with or without any additional
processing or repackaging. Accordingly, if goods
are imported from one country with the purpose
of re-exporting to another, it is generally called
Entrepot trade. lmport duty is not levied on these
goods. The important centers for entrepot trade
ar present are considered London, Hong Kong,
Amsterdam and Singapore. The common features
includes (i) No import duty is imposed on such
goods (ii) Goods are processed and re_packed
for re-export (iii) Goods are kept in the Bonded
warehouses until they are Re_exported. Entrepot
trade is allowed under the circumstances such as

when adequate banking facilities are not available
in the importing country, when the volume of traclc
does not justify having regular foreign trarlr,, ,rrrrl
when it is difficult to establish dircct lirrl< lrr,twr,r,rr
the exporting country ancl thc r orr,,unring ( (,{l llr V

Geographic contcxl ol 5r i | ,rrrk, r r tr,,tlr,,, lr.rr r lr.r ,, llr
certain rlrorJor, ol t orltr,r llvlly l(r lrr, ntlt n ,.;rcr lllr ,

Sri l,r.k,t lt,r., n,,vt,t,,rr.t,, l,gl,.llr r lltth vla l,ilrl'r
t,til. llrr, ,tlr lr,lr,,;rnr l lr.r,, llre h,*r,,f grugr,rgrlrlr,rl
l r,tt t l.t', l rttl lt.t',,l l lt,t l,gl,,l lr,tl r,l',l l rtltrl,,,,r, lr,r..
lrlglr r l',1.. I rpet l.. ftrll vdl lurt,, fll,[1,, llqrfl;ry1r lf1,1l

llr' nrrttrlty 1., hrr,rlrrrl lltrtlrrHlr rrlly rtlrrttH ilrr, ,,lll.
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flnrrlr' lll ln,titr ,,r,,r rotrtc that the East c
wr rt lr | | | rtrttr'r l'. lr r llrr, Wt,st runs Vefy cloSe

I lrr' ',f 11;11rtr rgl r lr.rr.,rly t,, v(,r y high near the sou

;r,rt l nf ',r l Lrrrl,,r,rrrrl llti,, factor actually make

Irrnrl,rrrrr.rrl,rl rlrllr,rr,rrr c of logistics perforrr
ol ',tl l,lrl,,r llrr., r,, rorrsidered the busiesl

lftrrrlr, trr tlrr wor ltl with a staggering hun

llrorr,,,rrtrl ,,lrr1r,, 
1r,r,,.,irr1i by this area each

tr,,rlizirrli rrr,,rrly ,r(X) .,lrips a day. Being an ir

and llivcrr tlrr, otltr.r t.omparative advantages
sea transport h,rs rcalized the best option ir
Sri Lankan context. Therefore in a nutshell
ideal transport mode in international trade fc

Lanka is the sea transport. According to Sri Li

Ports Authority following Warehouse areas
available for Bonding of Cargo.
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