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SRI LANKA SHIPPERS' COUNCIL

The Sri Lanka Shippers' Council is the apex body representing Sri Lankan
Shippers, which was established in March 1966 to protect and promote the
interests of shippers. Itwas the first National Shippers' Council to be setupin Asia
and was formed on a request made in 1965 by the local Committee of the
Ceylon/Continental Conference, and a subsequent request made by the Director
of Commerce in January 1966, to the Ceylon Chamber of Commerce. The Council is
also a founder member of the Association of Shippers' Councils of Bangladesh,
India, Pakistan and Sri Lanka (ASCOBIPS), founded in 1981 and the Asian
Shippers' Council, founded in 2004.

Membership of the Council consists of Chambers of Commerce, Trade
Associations & individual organisations. The Managing Committee of the Council
only consists of PA's with voting rights. Currently, the Council represents a large
percentage of the import/export trade in the country through its broad based
representation and membership of these trade Associations and individual

Companies.

The Council has now opened its doors to individual companies as Associate
Members so that companies in the import/export trade could have access to the

Council'sresources and expertise toresolve their shipping related problems.
The Sri Lanka Shippers' Council is headed by an elected Chairman and assisted by

two Vice-Chairmen who are also elected by the constituent members.

The Ceylon Chamber of Commerce provides secretarial services to the Council

and also acts as the Secretariat.

The Council actively supports the Sri Lankan Government's vision of making Sri
Lanka the Logistics Center in the Asian region, which would result in the
generation of enhanced economic activity, employment and wealth. As such all
Council activities have been planned and prepared to support this vision and to

facilitate International trade.
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OUR VISION

“To enhance the competitiveness of our members by abolishing hidden logistics costs.”

OUR MISSION

We facilitate our customers to be more competitive in their Business Logistics; performance
and cost, by the following;

1.

Being the APEX Body, protect the interest of our customers and being a strong Advocate
to the Government.

Ensuring cost effective strategies are developed and implemented in the logistics and
value chain to make our members more competitive.

Facilitating greater efficiencies in logistics by reducing logistics barriers and simplifying
trade.

Acting as the mediator in resolving conflicts amongst our customers (members).

Facilitating a level playing field by developing and promoting a code of conduct / ethics
for our customers (members).

Establishing a centre for excellence for information sharing and to upgrade
competencies of membersto compete globally.

Leveraging regional and global partnerships and facilitating global best practices in
logistics in Sri Lanka.

It is the Council's firm belief that in order to be competitive with the international market Sri
Lankan shippers should;

a) Have a clear understanding when deciding on Carriers /Freight rates and be
clear and free of any ambiguity with regard to the Freight rates and matters
prevailing in the Market.

b) Have freight and associated costs stabled, particularly for traditional exports
such as tea, rubber, coconut products, which account for at least 70% of total
export volume out of Sri Lanka. A major part of the turnover of these exports in
foreign exchange is retained in the country and it is vital to protect these
industries from international competition. Furthermore, these commodities are
with relatively low margins and usually with forward trading patterns cannot
absorb constantand continuous costescalations.

c) Concurrently are the major exports such as garments are usually traded on FOB
terms and the local manufacturers are constantly under pressure to provide low
priced services, thus are unable to absorb any additional charges keeping in
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mind thatalmostallmaterial for these industriesare beingimported. Therefore
the constantincreasesin charges could seriously affect such industries as they
are called upon to pay these charges both at the point of import of raw materials
and exportoffinished products.

d) Have reasonable Service providers who would not take undue advantage from
their captive customers.

OUROBJECTIVESAND KEY BENEFITS TO MEMBERS

1. To provide for consultation/dialogue between shippers and Ship-owners/ Conference
Lines/Shipping Agents/Airlines/Airline Agents, Sri Lanka Ports Authority/ Customs
and Government on matters of common interest;

2. To bring together the representatives of various shippers' associations, trade and
industrial associations/organizations, for consideration and discussions of the
problems affecting shippersin Sri Lanka;

3. To represent the views of shippers in regard to the composition of freight rates,
availability and adequacy of shipping space and services including sailings / flights.
Port/ Customs efficiency. Adequacy of Ports and Customs facilities and / charges

4. The Council in principal will not come into agreement on behalf of its members in
relation to freight contracts. (The Council will encourage confidential shipper/carrier
freight negotiations) However, if the circumstances necessitate negotiation and
entering into agreements with ship owners/Conference Lines/Shipping
Agents/Airlines/Airline Agents on matters affecting shippers, which involve general
principles and policies or on such other matters, if referred to the Council, upon receipt
of such matters, the Council will act to safeguard the interest of the shipper/Country.

Toundertake research/studies on problems affecting shippers in Sri Lanka.

6. To circulate information and statistical data and to publish newsletters, brochures etc.,
for the benefit of shippers.

7. Toconvene independently or jointly with other organizations, conferences, seminars or
meetingsin furtherance ofthe objectives of the Council;

8. To accept any grants, gifts or donations whether in cash or securities and any property
either movable or immovable and/or give any grants etc., in the furtherance of the
objectives ofthe Council;

9. To make Rules, Regulations or Bye-Laws for the conduct of the affairs of the Council and
toadd, to amend, vary or rescind them as from time to time;

10. Inthe interest of the shippers, the Council will wherever possible nominate its members
to institutions where key functions in the shipping industry are taking place.

11. The Council will closely work with international Shippers' Councils in order to interact
and pass on information that could be beneficial for shippers and the country.

12.To take all such other steps as may be necessary or conducive to the interests of the
Councils' members.
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THE COUNCIL

Mr. Dinesh De Silva
Chairman

Mr. Sean Van Dort
1° Vice Chairman

Mr. Nalin Silva
2" Vice Chairman

HONORARY MEMBERS

Mr. 8.S. Jayawickrama
OBSERVER
The International Chamber of Commerce

SECRETARY GENERAL

Mr. Harin Malwatte

SECRETARIAT

The Ceylon Chamber of Commerce
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MEMBERSHIP -2013/2014

TRADE ASSOCIATIONS
The Ceylon Chamber of Commerce Mr. Dinesh De Silva
ImportSection (Representative)

Mr. Adrian Oswald
(Alternate)

Joint Apparel Association Forum Mr. Sean Van Dort
(Representative)

Mr. Rohan Masakorala
(Alternate)

The Colombo Rubber Traders' Association Mr. Nalin Silva
(Representative)

Mr. Talal Shums

(Alternate)
The National Chamber of Commerce Mr. Sujeeva Samaraweera
of SriLanka (Representative)

Mr. Tissa Ruberu
(Alternate)

The Ceylon Coir Fibre Exporters'Association Mr. Randolph Perera
(Representative)

Mr. N. Ramanathan
(Alternate)

The Ceylon Chamber of Commerce Mr. Chrisso De Mel
(Representative)

Mr. Russel Jurianz

(Alternate)
The National Chamber of Exporters’ Mr. Rasa Weerasingham
of SriLanka (Representative)

Mr. Gehan De Silva
(Alternate)
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The SriLanka Freight Forwarders'
Association

The SriLanka Apparel Exporters’
Association

Sri Lanka Fruits & Vegetable Producers,
Processors & Exporters'Association
Sri Lanka Association of Air Express

Companies

Sri Lanka Logistics Providers'
Association

Tea Exporters'Association

Mr.Dushmantha
Karannagoda
(Representative)

Mr. Tony De Livera
(Alternate)

Mr. Ajith Jayasekara
(Representative)

Mr. Naren Vanigasooriyar
(Alternate)

Mr. Imdadh Marikkar
(Representative)

Mr. Dimithri Perera
(Representative)

Mr. Lawrance Paiva
(Alternate)

Mr. Stanley Samarakoon
(Representative)

Mr. B LRohitha
(Alternate)

Mr. Niraj De Mel
(Representative)

Mr. Shiral Fernando
(Alternate)
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INDIVIDUAL MEMBERS

Agility Logistics (Pvt) Ltd
Ansell Lanka (Pvt) Ltd
Anverally & Sons (Pvt) Ltd

Canro Exporters
Care Logistics (Pvt) Ltd
Ceylon Tea Marketing (Pvt) Ltd
City Cycle Industries
Civaro Lanka (Pvt) Ltd
CL Synergy (Pvt) Ltd
Control Union Inspections (Private) Limited

Fascination Exports (Pvt) Ltd
Freight Links International (Pte) Ltd
Finlays Colombo PLC

Hayleys PLC
HDDES Extracts (Pvt) Ltd
Hela Ciothing (Pvt) Ltd
Hellmann Worldwide Logistics (Pvt) Ltd

Imperial Teas (Pvt) Ltd
Jiffy Products S.L. (Pvt) Ltd

Lafarge Mahaweli Cement (Pvt) Ltd
Lalan Rubbers (Pvt) Ltd

MAC Supply Chain Solutions (Pvt) Ltd
Mabroc Teas (Pvt) Ltd

Neil Fernando & Co. (Pvt) Ltd
Nestle Lanka PLC
Nor Lanka Manufacturing Col.. Ltd

Orient Garments Ltd
Riston Teas (Pvt) Ltd
Romina General Trading Company

Shermans Logistics (Pvt) Ltd
Singworld Lanka (Pvt) Ltd

Tea Tang Ltd
Timex & Fergasam Group (PVT) Ltd
Trans Orbit Logistics (Pvt) Ltd

Van Rees Ceylon Ltd
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The Sri Lanka Shippers' Council AGM 2013/2014

=
Shippers’ Counecil

St Lasl

Seated from Left to Right

Ms. Manori Dissanayaka, (Secretariat, CCC), Mr. Randolph Perera (The Ceylon Coir Fibre
Exporters' Association), Mr. Sujeeva Samaraweera (The National Chamber of Commerce of Sri
Lanka), Mr. Sean Van Dort (1% Vice Chairman), Mr. Dinesh De Silva (Chairman), Mr. Nalin Silva
(2™ Vice Chairman), Mr. Kumar Seneviratne (Sri Lanka Apparel Exporters' Association), Mr.
Tony De Le (Sri Lanka Freight Forwarders' Association), Mr. Rasa Weerasingam (National
Chamber of Exporters of Sri Lanka), Ms. Manjula Maldeniya (Secretariat, CCC)

Standing from Left to right

Mr. Tissa Ruberu (The National Chamber of Commerce of Sri Lanka), Mr. Russel Juriansz' (The
Ceylon Chamber of Commerce), Mr. Adrian Oswald (The Ceylon Chamber of Commerce -
Import Section), Mr. N. Ramanathan (The Ceylon Coir Fibre Exporters' Association), Mr. Shiral
Fernando (Tea Exporters' association}), Mr. Samanatha Weerakoon (The Ceylon Chamber of
Commerce), Mr. Lawrance Paiva (Sri Lanka Association of Air Express Companies), Mr. Stanley
Samarakoon (Sri Lanka Logistics Provider's' Association), Mr. B. L. Rohitha (Sri Lanka Logistics
Provider's' Association).

OFFICE BEARERS

Sri Lanka Shippers' Council held its 43" Annual General Meeting on the 14" June 2013. The
Chief Guest at the occasion was Sri Lanka Ports Authority Chairman Dr. Priyath B. Wickrama,
who delivered the keynote address themed 'Sri Lanka's strengths and avenues for
unprecedented opportunities for accelerating growth in diverse sectors due to inter-Asia
trade”. Mr. Dinesh De Silva was re-elected as the Chairman for the year 2013 /2014. Thereafter,
Mr. Sean Van Dort and Mr. Nalin Silva were elected as 1*Vice Chairman and 2™ Vice Chairman
respectively.
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HIGHLIGHTS OF 2013/2014 AGM

Welcoming the Chief Guest, Dr. Priyath B. Wickrama,
Chairman of the Sri Lanka Ports Authority

Head Table: from left to right: Ms. Manori Dissanayaka (Secretariat, CCC),
Mr. Sean Van Dort (1" Vice Chairman SLSC), Dr. Priyath Wickrama
(The Chief Guest -Chairman, Sri Lanka Ports Authority),

Mr. Dinesh De Silva (Chairman SLSC),

Mr. Nalin Silva (2™ Vice Chairman, SLSC)
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ACTIVITIES OF THE COUNCIL

The activities of the Council have been focused on issues faced by shippers on shipping and
their operational activities. The Council always performed a lead role in resolving problems
and serve as the focal point where various shipping and port, Airport & other authorities'
related matters are brought up and discussed. In addition, the Council largely contributes in
advising the Government authorities on matters relating to port and shipping whenever its
adviceissoughtafter.

The following ten (10) action committees were appointed for better co-ordination and
guidance purposes:

e Mattersof Surcharges (THC & other charges)

e FreightRates/Courierrates

e Customs/SriLanka Ports Authority /Maritime Affairs

e Airportlssues

e Educationand Seminars

e Membership Drive, Fund Raising & Finances/Accounts
e SLSCConstitution

e ASC/GSF

¢ SLSCWebsite

A detailed description of the activities of the Council appears elsewhere in this report.
However, in this section for your easy reference we give below the main topics covered in the
report.

» Shipping Surcharges

* Freight Rates & Courier Rates

* Maritime Regulatory Reforms

» Verification of Overweight Containers
» P3 Alliance

» G6 Alliance

* Electronic Data Interchange (EDI)

= Sri Lanka Customs

» Sri Lanka Ports Authority

» Asian Shippers Council (ASC) & Global Shippers' Forum (GSF)
* Educationand Seminars

SHIPPING SURCHARGES

Shipping surcharges were continuing as usual from the start of the year. These additional costs
have been battering the trade beyond limits and Importers & Exporters were victims in many
instances as they had not many options to follow. This was not only locally, it was and it is
happening in almost all other countries creating an additional burden on costs. Further, during
a study we came across various variety of unfair trade practices & charges (Ad hoc charges)
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levied by many service providers in the shipping / logistics areas. Accordingly, when the

consignees had to obtain their “delivery order” to clear their shipments or when the exporters
want to collect their BLs after their export, the additional surcharges were inevitable. As a
whole there were many reasons for this caustic situation such as lack of awareness of the
proper use of INCO terms, Carriage terms & contract terms. Further, the service providers
including sellers and buyers would have been compelled to accept these unfair trade practices
knowingly or unknowingly for commercial reasons. However, finally the boiling points were
the exporters not been competitive with their products in the global markets or Importers
passing the costs to the final consumer which added to the cost of living. Both results had
adverse effects onthe country's economy as well.

SLSC together with few other associations saw the extent of this problem during time THC was
implemented arbitrary when the trade had “ALL IN FREIGHT rates”. This council since then
continuously lobbied to the then government & to the successive governments against these
decisions citing technical examples where the trade attempts were not successful.

Further with the containerization of commercial cargo, importers & exporters were unable to
technically deal with FOB terms as shippers / consignees had to deal with container terminals
instead dealing with vessel. Accordingly SLSC had many awareness secessions on INCO terms
guiding the trade for the use of FCA instead FOB as appropriate.

However, during the past few years the number of surcharges that was added to a transaction
got multiplied to a bigger scale ending the consignee paying them without having any other
option growing the burden on exporters and importers. During these times, Sri Lanka Shippers
Council continuously created awareness amongst the trade to protect the exporters &
importers while having a closer dialogue with The Director General of Merchant Shipping
(DGMS) as to how this issue should be addressed. As advised by the Council, a database was
maintained by the DGMS's office to record and compile suggestions and complaints regarding
the various charges and then to identify the parties who are continuously involved in unfair or
wrong trade practices to take appropriate action as even large sums of foreign exchange that
was possibly draining out of the country which was against the exchange control laws.

The Council also requested DGMS to reactivate the Joint Consultative Committee Meeting with
the participation of SLSC, SLFFA and the CASA to come up with a mechanism to look into the
complaintsreceived from the trade.

During the period under review, a circular was issued by the Council informing the trade to be
vigilant on various charges (ad-hoc charges) levied by 3P service providers and to take up these
matters strongly with the relevant service providers /parties. Further, it was also advised to
reportunresolved matters to DGMS for appropriate action.

At the request made by the Council, the DGMS reactivated the Joint Consultative Committee
Meeting with the participation of Sri Lanka Shippers' Council & Sri Lanka Logistics' and Freight
Forwarders' Association (SLFFA). At a meeting held at DGMS office on 09" September 2013, it
was decided to establish a mechanism to monitor non licensed Freight Forwarders (FFs)
through AW system at Sri Lanka Custom. Accordingly, a circular was issued by the DGMS
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informing the service providers in the trade to register themselves and to obtain license from
DGMS. Sri Lanka Customs too stopped service providers operating through Asycuda World
(AW) system without a valid License and in turn informed DGMS about them for necessary
action.

In view of the above, the office of the Director General of Merchant Shipping in its Circular urge
all non-licensed companies carrying businesses as Freight Forwarders and NVOCC Operators
to obtain licenses, in order to comply with the Government Extraordinary Gazette Notification
No1717/6 dated 02 August 2011 on or before 31" October 2013.

Subsequent to that a circular was issued by the Council requesting exporters and importers to
deal onlywithlicensed freight forwarders with DGMS.

Sri Lanka Shippers' Council also proposed in its budget proposals to Ministry of Finance &
Planning to bring regulations to control and manage the unreasonable and adhoc charges
including THC imposed by various service providers at various rate levels & to address the
unfair trade practices.

The Sri Lanka Shippers' Council together with other stakeholders in the Industry has
continuously lobbied requesting THC to be incorporated to the freight rate at every given
opportunity and has been a discussion pointat many public forums.

Asaresultof collective efforts, H.E. the president declared inthe 2014 Budget speech that
Quote

“I also propose to set up a fully pledge Merchant Shipping Authority by introducing timely
amendments to the Merchant Shipping Act. In order to prevent monopoly pricing in the
shipping trade, no shipping line will be permitted to levy terminal handling and other
charges in addition to freight and specified international charges for container cargo.
Relevant prohibition will be made effective through amendments to the Finance Act,
effective from January 2014.”

Unquote

This bold and pragmatic policy decision was the way forward addressing a very long standing
grievance in the industry which suffered due to unfair trade practices being used by various
service providers. This directly related to the grievance of the trade which was the imposition of
charges levied outside of the freight in the logistic chain. Especially the origin of the THC issue
traced back to 1990's where the shipping lines arbitrarily and unilaterally introduced a
separate Terminal Handling Charge (THC) which was in fact part of the freight until 1997.

This was a greatrelief especially for the SME Importers /exporters, Garment exporters and the
domestic consumers.

A press release welcoming the Sri Lanka Government initiatives to strengthen the Shipping
Economy was issued by the Council. The Asian Shippers' Council and China Shippers'
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Association has welcomed the elimination of anti-competitive tools in Sri Lanka. Global
Shippers Forum (GSF), which comprises of the National Industrial Transport League of the
United States, Canadian Industrial Transport Association and the Freight Transport
Association of the UK, The African and South American Shippers, along with European and
Asian members have welcomed the Sri Lankan Government budget reforms for fair trading and
transparency in the shipping economy.

As indicated in the budget proposal, The Extraordinary Gazette No 1842/16 on Terminal
Handling and Other Charges by Shipping Agents, Freight Forwarders, Non-Vessel Operating
Common Carriers, Container Operators and Consolidators of Cargo was published by His
Excellency the President on 27/12/2013, with effective from 6" Jan 2014. The government
acted to strengthen the powers of the Director General of Merchant Shipping to deal with anti-
competitive practices, unfair charges and to create greater transparency into shipping charges.
Accordingtothe Gazette, The Director General of Merchant Shipping has been empowered with
the necessary legislative powers to eliminate anti-competitive monopolistic behavior and to
establish transparency in shipping allowing the free market conditions to prevail in the supply

and demand in future transaction between buyers and sellers

Also the Council subsequently participated at meetings of the “Working Group Meeting” setup
by Ministry of Finance & Planning to discuss concerns related to the Gazette notification. Few
meetings were convened by DGMS to address the concernsraised by the stakeholders.

Consequent to the discussion had at the Working Group meetings, The Director General of
Merchant Shipping issued a notice informing the trade of a maximum charge of Rs. 6000 per
delivery order with effect from 30/04/2014.

The Council will be continuously monitoring the progress in these areas and will continuously
have a strong dialog with the relevant authorities in order to protect the trade while conducting
more awareness programmes to educate the trade. The Council will also work closely with the
Director General of Merchant Shipping to establish a mechanism to handle complaints received
fromthe trade strengthening its capacity.

Structural Change in Surcharges in Air freight Industry - Fuel Surcharge &
Security Surcharge on Chargeable Weight

Trade was advised by a few ofthe airlines during March 2013, about an implementation of a fuel
surcharge and security surcharge on chargeable weight. The basis of charging the said
surcharge has changed from Gross Weight to Volumetric Weight. The Sri Lanka Logistics and
Freight Forwarders (SLFFA) sought the support of the Sri Lanka Shippers' Council (SLSC) on
this matter and then constantly lobbied that airlines should either have all-inclusive air freight
rates for cargo or to continue on the existing gross weight basis, where some of its members are
requesting to the extent that the fuel adjustment factor too has to be incorporated in rate per
kilo sighting that methodology applied isbecomingirrational.

This proposed charging structure drastically increased the freight cost especially for
volumetric cargo by air. It was observed that the impact of this would increase in the freight
charges by 10-15% and would have adverse effects on export industry in terms of
competitiveness in the global markets. As aresultit was highlighted that there are direct effects
on wearing apparels, plants, cut flowers, tropical fish, fruits and vegetables, tea bags etc., as
these commodities arein the category of volumetric cargo.
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Sri Lanka Shippers' Council along with its member Associations took up this issue with the Civil
Aviation Authority (CAA) requesting all airlines to refrain implementing the changes. The
Council's request to CAA was an all-inclusive rate or go back to the previous system of charging
based onthe gross weight

As aresult of continuous strong lobbying, a directive on Security & Fuel Surcharge for Air Cargo
was issued by Director General of Civil Aviation Authority instructing all Airlines Operating into
Sri Lanka to practice the use of gross weight as the basis of charging for fuel and Security
Surcharge for cargo Carried from Sri Lanka or to implement an all-inclusive rate which will
comprise all charges until furthernotice.

FREIGHT RATES & COURIER RATES

FREIGHT RATES:

The year under review saw freight rates were fluctuating both ways marginally but having an
overall effect of a downward trend compared to the beginning of 2013 towards end of March
2014. The main concern was the volatility of the container freight market, which fluctuated
within shorttimes which gave difficulty in forecasting for future pricing.

Also within the year,; it was observed that several GRIs were planned by some shippinglines but
did nothave much effectto the trade.

The import rates also have shown marginal fluctuation during the year. At the beginning of the year
2013, the import rates have slightly gone up due to an implementation of a GRI and overall rates
largely stagnatcd or in the down ward trend in many routes. Also within the year 2013, it was obscrved
areduction in import volumes.

COURIERRATES

With regards to the Courier rates, in the beginning of year 2013, the fuel surcharge was 24% but
rates have been fluctuated by +/- during the course of the year. During the first quarter of the
year 2014, the rates have come down to 23.5%. The fuel surcharge is linked to the Rotterdam
priceindex.

FUEL SURCHARGE

As you are aware, global [uel prices have been [luctuating [or the past [ew years. It is envisaged that
these prices will continue to fluctuate in the foreseeable future, as such, most air express
companies have introduced a fuel surcharge to defer part of their increased transportation
costs. Most companies use the Monthly average spot price of the United States Gulf Coast
Kerosene-type Jet fuel to calculate a fuel surcharge and for easy reference you may click USGC
Kerosene-type Jet Fuel Spot Price to access the source data. There may however be marginal
differences among the rates applied by our members globally due to time lags in
implementation and differing cost structures.
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The applicable fuel surcharge charged by various companies will be notified to customers by
their respective service providers. Air Express users are encouraged to use this table as a guide
to the trend in fuel movements and for better understanding of its application

(Source: SLAAEC)
SURGE IN SHIP ORDERS DELAY MARKET RECOVERY

According to Alphaliner, the recent surge in orders for ultra large container vessels, risks the
recovery in container liner shipping beyond 2015. Consequent to a series of orders for large
vessels totaling over 600,000 TEU in the 3rd quarter, container ship order book has increased
to a 14 month high of 3.67 million TEU or 21.5% of the existing fleet. New deliveries which will
reach 1.59 million TEUs in 2014 and 1.42 million TEUs in 2015 represents a capacity growth of
7.6% and 6.5% respectively. However, ship orders to fleet ratio are still low compared to the
2000-2013 average of37.7%.

The latest orders were primarily driven by United Arab Shipping Company's contract for five
18,000 TEU and five 14,000 TEU vessels ordered last month from South Korea's Hyundai Heavy
Industries. Mediterranean Shipping Company also booked six 18,000 TEU vessels from South
Korea's Daewoo ship yard under a bareboat charter with China Bank of Communications
Leasing and Minsheng Leasing. Additionally, CMA CGM turned to Chinese financiers to fund
three 16,000 TEU ships ordered at Chinese shipyards and Seaspan ordered 10 14,000 TEU
units in South Korea and China under a long-term charter of Yang Ming. The imbalance created
by the excess supply could impede the recovery in the liner sector with no sustainable recovery
expected until after 2015.

CONTAINER SHIPPING CAPACITY EXCEEDS 17M TEU

Consequent to the delivery of 147 ships representing 938,500 TEU during the first seven
months ofthe year, the box fleet capacity rose above 17m TEU as per the latest figures published
by Alphaliner. The deliveries in the year 2014 are expected to exceed 1.5m TEU.

Alphaliner said that increases was partly fuelled by carriers racing to add larger ships to their
fleets in order to improve economies of scale and thereby, reducing operational cost.
This common theme of reducing operational cost has resulted in 24 ships of over 13,000 TEU
being delivered so far this year with 10 more ships due by the end of the year.
The report further says that several other carriers are poised to make moves to place new
orders, including MOL and NYK which have relied on their respective alliance partners, ultra
large container ship tonnage until now, but will need to place orders for their own 14,000 TEU
vessels very soon.

CONTAINER PORTS FACING NEW CHALLENGES

Though Drewry's latest annual report on Global Terminal Operations indicates that the sector
remains dynamic and profitable, the challenges are numerous. The future demand growth will
not be as strong as the boom periods of the 1990s and 2000s and is still is expected to grow at
around 5% per annum.
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With ultra large container ships coming on stream, shipping lines will rationalise ports of calls.
Besides, formation of extra-large operational alliances, notably the P3 alliance between
Maersk, MSCand CMA CGM, would place pressure on port tariffs.

CAPACITY REDUCTION FELT BY SHIPPERS

Shippers can expect more cargo to be 'rolled’ to later voyages as container liners continue to
cut costs by slow steaming and laying up vessels, Drewry Maritime Research said in its latest
Container Insight Weekly. Slow steaming and layups allowed carriers to limit effective capacity
growth to 22% since 2008, despite introduction of larger ships. Without those measures,
capacity would have grown 40%. In 2013 alone, slow steaming and layups reduced available
supply by nearly 3 million TEUs.” These measure have been relatively successful in reducing
voyage costs and raising ship utilisation but are “at times excessive and detrimental to
shippers.

Slow steaming and additions to the number of ships in a service loop, first appeared on Asia-
Europe trades and since early 2008 have expanded into the trans-Pacific and several north-
south routes. Carriers quickly realised the fact that as well as reducing voyage costs, slow
steaming offered a way of managing the vessel surplus that was building as demand shriveled.
Carriers also use layups as a last resort for matching supply with demand.
Before slow steaming, a typical Asia — North Europe service averaged eight ships designed for
speeds of 24 to 25 knots. Now a typical service loop has 11 ships sailing at about 17 knots.
Twenty two weekly west bound Asia-North Europe services require about 250 ships with
average capacities of slightly over 11,000 TEUs.

If slow steaming had never happened and services in that trade were still running with eight
ships rather than 11, then only 180 ships would be needed to maintain the same number of
loops, meaning carriers have effectively absorbed 70 or so ships in that trade along. The
suboptimal use of carriers' biggest assets was essential to reduce voyage costs, but shippers
are paying the price with longer transits and delaysin peak cargo months.

Source: Drewry Maritime Research

MARITIME REGULATORY REFORMS

COMMERCIAL HUB REGULATIONS

The Government recently announced the establishment of Commercial Hub Regulations under
a Gazette Notification titled Commercial Hub Regulation No. 1 of 2013, which optimise Sri
Lanka's potential and vision to become a key player in the international market as a gateway
connectingthe Asianregion tothe Eastand the West.

Under the regulations, Sri Lanka's primary sea ports and the four Export Processing Zones are
identified as duty free ports and zones which are certain to bring in unprecedented activities
and create a new investment climate by increasing trade, expanding logistic services,
modernisation coupled with animproved monetary and fiscal regime.
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The regulations are likely to give global companies supply chain security and an efficient
location for distribution, storage and transshipment through a well-integrated infrastructure
network via the largest deep draft ports and two international airports and road connectivity.
This will also help companies provide value added services to manufacturing and financial
services such as headquarter operations.

REGULATION ON TERMINAL HANDLING AND OTHER CHARGES

The Extraordinary Gazette No 1842/16 Of 27/12/2013 on Terminal Handling and Other
Charges by Shipping Agents, Freight Forwarders, Non-Vessel Operating Common Carriers,
Container Operators and Consolidators of Cargo was published by His Excellency the
President, who is also the Minister of Highways, Ports and Shipping. The move crystalizes one
of the several proposals made by His Excellency the President Mahinda Rajapaksa in the
Budget 2014 to create greater transparency in the levy of terminal handling and other charges.
It will promote productivity growth and competitiveness of imports and exports. Regulation
will be enforced by the Director of Merchant Shipping from Monday, 6th January 2014.

LIBERALIZATION OF SHAREHOLDINGS OF FREIGHT FORWARDING
COMPANIES

The Government removed the clause relating to the 60/40 restriction on investments in
Freight Forwarders and NVOCCindustry through a recent Gazette Notification, thus going back
to pre-2011 era (prior to Licensing regulations were introduced), where only the Finance Act
maintained the same 60/40 restriction, and was exercised through the Exchange Controller.
However, the BOI is in a position to overrule this restriction and allow foreign operators to
move in with even 100% equity. SLFFA's suggestion to government is to allow minimum
foreigninvestment of US$ 5 million.

DEVELOPMENT OF MARITIME REGULATORY STRUCTURE

The Committee headed by Director General of Merchant Shipping is in the process of
developing a new Maritime Regulatory Structure to help serve the industry better and realize
its full potential within the proposed Maritime Hub Concept along with the participation of all
stakeholders in the Industry.

This process started off when the need for dedicated “Coastal Ships Regulations” were studied.
In the process of the said study it has been felt that the entire regulatory structure for Shipping
and Maritime affairs of the country based on Merchant Shipping Act 52 of 1971 does not really
address currentactivities or facilitate progress of the maritime activities.

As such the meeting of stakeholders convened by the DGMS to discuss and develop “Coastal
Ships Regulations” ended up to become a committee to study a suitable Maritime Regulatory
Structure for the entire Shipping and Maritime Industry.

It was identified that the need for changes in Regulatory structure to encompass three major
areas of the industry which are hitherto not adequately covered by existing Actand regulations
therein; They were,
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1. SHIPOPERATIONS (INTERNATIONALAND COASTALTRADING)
2. COMMERCIALSHIPPING
3. MARITIMEACTIVITIES

The Council is actively involved in the committee to draft the Regulatory Structure.

VERIFICATION OF OVERWEIGHT CONTAINERS

The International Maritime Organization's (IMO) safety committee has finally approved
amendments to the Safety of Life at Sea (Solas) convention that will introduce a mandatory
requirement for the certificated verification of container weights prior to loading onboard an
exportvessel.

The amendment to Solas still has to be adopted by the IMO's Maritime Safety Committee (MSC)
when itsitsin November - although this is now seen as rubberstamping - before the new rules
enterinto forceinjuly 2016.

Ithas been estimated that up to 20% of the 130 million ocean freight containers traded globally
each year have misdeclared weight - indeed, several maritime casualty reports, including the
MSC Napoliin 2007, highlighted the impact of overweight containers as a contributory factor in
the structural failure of ships.

Anunder-declared weight can be just as dangerous to the stow of a ship as a contributing factor
inthe collapse of a container stack.

Support for mandatory container weighing came from the majority of container shippinglines,
the International Chamber of Shipping, BIMCO, the International Transport Workers
Federation and the World Shipping Council (WSC) among others, but terminal operators had
mixed views and shippers were generally against the regulation.

Indeed, the Asian Shippers' Council and the European Shippers' Council, which together claim
to represent 75% of global trade, were both vocal in their objection to the mandatory weighing
of containers, saying it would “merely add to the costs, resulting in undue delays in the supply
chain withoutsignificantly decreasing the risk of occurrence of such accidents”.

However, the WSC, which says its members operate around 90% of global liner capacity,
praised the IMO for agreeing the Solas amendments and for its leadership in “trying to ensure
the safe transportation of cargo by the international shipping industry”.

The WSC also congratulated the IMO's safety committee on issuing implementation guidelines
to assistsupply chain participants.

P3 ALLIANCE

In June 2013, Maersk Line announced establishing of a new alliance with Mediterranean
Shipping Co. (MSC) and CMA CGM, known as the P3 Network.

P3 was planning to operate as an independent network consisting of 255 vessels with a total
capacity of 2.6 million TEU serving the Asia-Europe, Transpacific, and Transatlantic (North
Europe and Mediterranean) trades.
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Maersk Line was planning to contribute with more than 100 vessels, including the new Triple E
class, equaling 1.1 million TEU of capacity to the alliance. It was expected that the P3 to
commence operations inthe second quarter of 2014.

October 22, 2013, The U.S. Federal Maritime Commission Chairman, Mario Cordero, issued a
call to fellow regulators in the European Union and the People's Republic of China, to join with
him in a Global Regulatory Summit on the proposed P3 Global Alliance of the world's three
largest container carriers, Maersk Line, CMA-CGM, and Mediterranean Shipping to discuss
theirrespective regulatoryroles in consideringthe impact of the announced Alliance

The Federal Maritime Commission (FMC) announced in March 20, 2014 that it had concluded
an extensive review of the proposed P3 Network Vessel Sharing Agreement, FMC Agreement No.
012230 including the information received from the agreement partiesin response to the FMC's
request for additional information.

The pending agreement between A. P. Moller-Maersk A/S, CMA CGM S.A., and MSC
Mediterranean Shipping Company, S.A. would authorize the parties to share vessels and engage
in related cooperative operating activities in the trades between the U.S. and Asia, North
Europe, and the Mediterranean allowing the agreement to become effective as scheduled on
Monday, March 24, 2014. This was subjected to unprecedented monitoring requirements
demanded by the FMC. However, the P3 lines announced that implementation will be delayed
to the autumn, largely due to the fact that the Chinese competition authorities have not yet
sanctioned the agreement.

The European Commission informed Maersk Line, MSC and CMA CGM on 05" June 2014 that it
had decided notto investigate the P3, and its alliance rival the G6, over any antitrustissues.

However, competition commission spokesman Antoine Colombani said: “The commission will
follow market developments and will remain vigilant as regards any risks for competition that
may arise fromthe implementation of P3 or G6.”

Having already received the blessing of US regulators in March 2014, the P3 negotiation
bandwagon now focuses its attention on Asia, where the Chinese competition authorities are
reported to be announcing their decision in June 2014.

Ithas been revealed that the P3 Alliance only gained approval to operate in the US after Maersk,
MSC and CMA CGM agreed they must negotiate separately with terminal operators, stevedores
and other portand landside service providers.

However, in Europe, where approval has also just been given, the alliance has had to make no
such undertaking.

In Europe, and Asia where the P3 is awaiting a decision from the Chinese authorities, the
individual carriers were quick to maintain separate procurement offices from the London-
based tonnage centre control.
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Maersk Line chief trade and marketing officer Vincent Clerc said, “We will now continue our
close co-operation with competition and maritime authorities in, among others, China and
South Korea to obtain their approvals.”

However, other jurisdictions, such as South Korea, could still delay the commencement of the
P3 which has setarevised autumn target startdate.

G6 ALLIANCE

The Federal Maritime Commission announced in April 2014 that it has concluded a
comprehensive review of the proposed amendment to the G6 Alliance Agreement, FMC
Agrcement No. 012194-002 including the information received from the agreement parties in
response to the FMC's request for additional information. The pending agreement between
American President Lines, Hapag Lloyd AG/USA, Hyundiai Merchant Marine, Mitsui OSK Lines,
Nippon Yusen Kaisha, and Orient Overseas Container Line would expand the current
geographic scope to allow G6 operational cooperation in the trades between the Far East and
the U.S. West Coast, and between North Europe and all U.S. coasts. The Commission's
unanimous decision will allow the Agreement to become effective as scheduled on Friday, April
4,2014.

The Commission's decision is based on a determination that the agreement is not likely at this
time, by areduction in competition, to produce an unreasonable increase in transportation cost
or anunreasonable reductionintransportation service under section 6(g) of the Shipping Act.
The Commission's action on the G6 Alliance is based on an extensive, competitive analysis
conducted by the Commission's staff and comments received by shippers and other industry
participants. The Commission will continue to review the competitive impact of global
alliances. This Alliance will considerably increase available capacity in the expanded
geographic scope, and has the potential to generate operational efficiencies and positive
environmental benefits.

ELECTRONIC DATA INTERCHANGE (EDI)

Full Implementation of Automated SYstem for CUstoms Data (Asycuda
World ) System

Since the beginning of 2011 the Sri Lanka Customs department has been gradually introducing
automation to various divisions of its services to facilitate trade more effectively. It was started
with motor vehicle imports online with Motor Traffic department, followed by mandatory
Direct Trade Input system (DTI), online payments of customs charges. The manifesting process
is also being implemented with ship agents, SLPA and logistics companies.

The Ministry of Finance has published Gazette Number 1829/39 dated 27/09/2013, as a major

reform process is taking placing at Sri Lanka Customs department, to facilitate exports &
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imports. The Director General Customs & his team has now placed the system that would
expedite the export processing system as well as enhance the clearance process of imports
which will result in supply chain efficiency. There was a partial delay in implementation as the
legal environment had to be cleared which required an amendment to the Customs Ordinance.
This change has been done under amendmentno. 103, with theissuance of the above gazette.

The gazette would facilitate the Customs Department to fully implement the ASYCUDA led
automated system and most importantly the exporters and the importers will migrate into a
minimum paperless environment to deal with Customs processing.

Main objective

The main objective of these changes was to reduce the processing time and cost incurred
during the Custom clearance. Through this new processing system the logistic will be handed
over by the exporter to the E-CusDec. On the second step it will consider by the ASYCUDA World
alone with the scan copies of the exportlicense ifapplicable and total amount of charges for the
declaration will be announced.

Under the Customs custody e-documents, e- warranty will be searched and will be given by the
customs. With this system all the export cargo will be centralised in to one place. At the E-
CusDec warranting the CusDec without paper copies will be submitted to export office. They
will collect the examination fee along with other payments in one instance. The updates are to
be submitted by email and SMS to the exporter. If there is dissatisfaction or an error, paper copy
may be called for.

Payments of all charges including panel examination fee in one instance and old examination
fee will be changed. For FLC charges are Rs. 550 per container and for LCL Rs. 300 per CusDec,
while bulk cargo will be charged Rs. 30 per metric ton. There are some obligations of exporter
and CHA like sign the proxy and submit e-CusDec with all the required information.

Exports shall warrantthe e CusDec and inform the same to declare and exporter by email. When
paid, ifany amendmentis done or in any other relevant case the SMS update shall be sent by the
system.

To enjoy the benefits of these changes the exporters are required to appoint their Clearing
Agents (Customs House Agents) by submitting a proxy to the Export office of Sri Lanka
Customs. A draft proxy and the instruction to register the same with Sri Lanka Customs are
available at the Customs Website.

Supply chain effectiveness

This online system is taking place at Sri Lanka Customs Department to make easy the Customs
export and import processing system and to enhance the clearance process. This will result in
supply chain effectiveness by cutting operation cost and reducing the time. This will reduce the
wastage, and unnecessary payments for local exporters and importers. The gazette will also
provide the Customs Department to fully implement the ASYCUDA led automated system and
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most importantly the exporters and the importers will migrate into a minimum paperless
environmentto deal with customs processing.

Under the old system exporter/importer especially in Colombo will take more than three days
while for an outstation person it would take at least three day. With the implementation of this
on-line Custom documentsystem it could be processed within one day.

The new gazette willintroduce arevised tariff system as the department of Customs will have to
facilitate the trade with upgrading of it hardware and software. Overall the international
trading environment of Sri Lanka will be taken to a new level with this initiative.

SRI LANKA CUSTOMS

The Council is pleased to announce that the dialogues with the Sri Lanka Customs continued,
during the year under review. Concerns of the Importers and Exporters with regard to various
policy matters and operational issues were brought to the attention of the DG Customs and
received positive responses to solve large number of issues during this period.

SRI LANKA PORTS AUTHORITY

During the course of 2013, SLSC has had very productive round table discussions with the
Chairman and other top Directors of SLPA to discuss various issues pertaining to the industry.
Some of the issues highlighted were;

e SVATissue, on SLPA payments

e Full use Port Gate No 7 with required facilities. & opening up more gates for container /
cargo traffic.

e SLPAtoallow 2 rentfree working daysinstead 48 hours

o SLPAonline paymentsystem to cover all portservices

e Multicounty consolidation & entreportfacilities

o Waive off SLPA charges on tracing delays.

o Compensations for damages for cargo within SLPA premises

o Extended working hours for Port Warehouses

e [mprovementson programming & de-stuffing of containers

e Fasterturnaroundtimesin Terminalstoreduce longlorry waiting time

e Toimprovedelaysinhandlingloading project cargo

e Toimproveonvessel berthingdelaysat]CT

e Improvementson Navis System

SLSC is pleased with the infrastructure development projects and port expansion projects
taking place at the SLPA as this would no doubt largely improve on the transaction time in port
operation resulting fasterimport export operations for the trade.

SLPA CARGO MANAGEMENT MODULE

Sri Lanka Ports Authority installed an online system to clear cargo which was expected to
centralize the port, yards and Customs for faster clearance reducing many hassles faced by
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clearing agents. Further, SLPA introduced the cargo management Module in the beginning of
year 2012 which would benefitall the clients who work with the portto reduce paper work and
expedite the process when doing business with the port. Alldocumentation for export /import
cargo is handled only through this newly implemented cargo module system.

THE ASIAN SHIPPERS' COUNCIL (ASC) &
GLOBAL SHIPPERS' FORUM (GSF)

THE ASIAN SHIPPERS' COUNCILANNUAL MEETING

The 9th Annual Meeting of the Asian Shippers' Council (ASC) was held on 9th December 2013,
in Shenzhen, China, hosted by the Shenzhen Shippers' Association.

The SLSC was represented by Mr. Sean Van Dort, 1 Vice Chairman at this event.

At the one-day meeting delegates discussed at length the mandatory weighing and verification
of containers and its far reaching implications for shippers, the proposed P3 Network which
will result in the creation of an alliance of mega proportion, container freight rate volatility,
maritime regulatory reform and maritime security.

Mr. Toto Dingantoro, Chairman of Indonesian National Shippers' Council was appointed as ASC
Chairman and Mr. Cai Jia Xiang, Chairman of China Shippers' Association was elected as the Vice
Chairman and Mr. John Lu, Chairman of the Singapore National Shippers' Council as an Advisor
to the ASC for the ensuing year. SLSCwas appointed as the Convener for South Asia Region.

A Handover Meeting was arranged on 14th January 2014 in Singapore for Mr. Lu; the ex-
Chairman, to brief Mr. Toto Dirgantoro; the new Chairman. The meeting was witnessed by ASC
Honorary Advisor; Mr. Ravindra Ratnapla, SLSC Vice Chairman; Mr. Sean Van Dort, SNSC 2nd
Vice Chairman; Mr. Ng Kok Lip as well as INSC Secretariat; Mr. Hendra Muliawan.
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The meeting on that day gave Mr. Lu the opportunity to share with the participants the history
of ASC and its developments. [n addition, the discussion has provided us with clear directions
for all the outstandingissues.

Following up to the meeting, the handover was basically completed on 28th February 2014

with Singapore submitting the Handover Meeting minutes to the participants and other
supporting documentsin detail to Indonesia.

The next ASC AGM has been scheduled tobe heldin October 2014 in Sri Lanka.

GLOBAL SHIPPERS' FORUM (GSF)

GSF ANNUAL MEETING

The GSF annual meeting in conjunction with the IATA World Cargo Symposium was held on 9"-
11" March 2014, at Hyatt Regency Century Plaza Hotel in Los Angeles.

The SLSC was represented by Mr. Sean Van Dort, 1" Vice Chairman.

At this event, GSF agreed to organise a new global campaign to confront the imposition of
unsubstantiated shipping surcharges, terminal charges and more than 20 other non-
negotiable local charges on shippers worldwide.

The campaign is focused on persuading national competition authorities or other appropriate
regulatory bodies to introduce new shipping regulations and laws to prevent these local anti-
competitive practices. Current widespread malpractices include imposing non-negotiated
charges on consignors and shippers for a range of local charges over which the consignor or
shipper has no control or influence in their freight rate negotiations with the shipping line,
terminal operator, shipping agent, or third party logistics provider. Shippers generally are not
party to the contracts in which these fees are set, yet they have no choice but to pay the fees if
they want their cargo to be transported.

Discussion at the GSF annual meeting noted that the problem of unsubstantiated charges and
surcharges imposed on consignors and shippers without bargaining power in Africa, Asia and
South America has been a concern for shippers in these regions for many years. [t is only now
that the true scale and impact on shippers and trade in these regions is being fully understood
and appreciated. The GSF maintains that non-negotiable surcharges and local charges imposed
on non-contracting consignors and shippers effectively act as an indirect trade barrier which
inhibits international trade. The GSF agreed to take up the matter with the relevant global trade
authorities.

As part of a coordinated global campaign, the GSF will take the matter up with the main
political, UN and other international agencies such as the African Union, UNCTAD, WTO, OECD,
ASEAN and MERCOSUR. In addition we will support the implementation of the kind of national
legislation introduced in Sri Lankato deal with this widespread problem.
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FEDERATION OF ASEAN SHIPPERS' COUNCILS (FASC)

There were no significant activities under FASC after the AGM held in New Delhi 2008.

EDUCATION & SEMINARS

There were several productive seminars conducted by SLSC during the year under review. The topics
and abricf description of the scminars conducted arc as follows;

Awareness Seminar on_Avoiding risks on ad-hoc charges in international
trade contracts (30" April 2014)

From Left to Right : Mr K. Kanag-Isvaran, PC, Mr. Dinesh De Silva, Chairman-SLSC,
Mr. Chula Jayasuriya- Asia Foundation, Mr. Nilam Jumat-HNB

Today there are many trade disputes, where Exporters& Importers lose their profits heavily.
The issues are either with their trading partner contracts or with 3p service provider
agreements. It is certainly important for the trade to understand these Unfair & unrealistic
trade practices.

Due to strict time lines in International trade transactions, the involved parties have to take
speedy & correctdecisions to run the businesses smoothly & efficiently.

Sri Lanka Shippers Council is continuously working on these areas playing a vital and a leading
role to educate the exporters & importers on these matters. In this process, Sri Lanka Shippers'
Council took the initiative to hold sessions of this nature enabling the trade to establish safe
transactions.

The following areas were covered at the seminar;
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e Fundamentals of International Trade Contracts and International Commercial Terms
withrecent changes — Mr. Dinesh De Silva, Chairman, SLSC

¢ Trade Contactsand legal Implication - Mr K. Kanag-Isvaran, PC

e [NCOTERMS® - Mr. Chula Jayasuriya, Senior Technical Advisor, Local Economic
Governance, The Asia Foundation

e Maximizing profitability in trade transaction - Mr. Nilam Jumat, AGM-Trade &
International -HNB

Participants

FIELD VISIT to CARGO Village at the Bandaranaike International
Airport, via Colombo Katunayake Expressway Project (24" August 2013)

Given the enormous development initiatives in the Roads, Highway and Airport projects that
were undertaken during the year, Sri Lanka Shippers' Council conducted a field visit to see the
Colombo Katunayake Expressway Project site. Mr. Jerome Nihal Lodiwick, Deputy Project
Director of the Site briefed the participants of the developments of the entire project

The tour delegation comprised over 100 participants from member associations of the Council
including exporters, importers, freight forwarders, logistics providers, courier companies and
shipping lines. The participants were amazed to see the developments that have taken place at
the projectsite.

The visit helped the partici[pants to resolve operational issues encountered when handling
air cargo at the cargo village.
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At the Cargo Village
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At the Colombo Katunayake Expressway Project

T
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TRADE COMPLAINTS

The Council continues to facilitate the trade by assisting in the mediation of trade disputes
amongthe shippinglines, freightforwarders, NVOCC Operators, and shippers.

REPRESENTATIONS

The Council continues to maintain its close association with the Government and Private sector
organizations and also with the Trade Associations with a view to have a continued
improvementon therequired service levels.

Some highlighted direct representations made during the year were as follows;

¢ EDB Advisory Committee on Trade Facilitation

e Representations at the Leadership of the Approved Associations meetings of the Ceylon
Chamber of Commerce

e Representations at the Steering Committee on Ports, Shipping, Aviation & Logistics of
Ceylon Chamber of Commerce

e Meeting with Stakeholders of the Shipping Industry, the Ceylon Chamber of Commerce

e Working Group Meeting set up by Ministry of Finance & Planning to discuss the
implementation on the Extraordinary Gazette No 1842/16 on Terminal Handling and
Other Charges

e WTO Trade Facilitation Committee, The Ceylon Chamber of Commerce

THE CEYLON CHAMBER OF COMMERCE (CCC)

The Chairman of the Sri Lanka Shippers' Council is a member of the Committee of the Ceylon
Chamber of Commerce, the oldest Chamber in Sri Lanka with a history of over 175 years. The
Council members have had several meetings with the Chamber officials on policy matters
relating to portand shipping.

MEMBERSHIP

The membership of the Council is open to all Trade Chambers and Associations engaged in
Shipping and Portrelated activities as well as individual companies in the import/export trade.
The membership committee is responsible for developing and increasing the membership of
the Council.

During the year under review, the Council approved membership for the following
companies/organizations as Individual Members:
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Anverally & Sons (Pvt) Ltd

Control Union Inspections (Private) Ltd
HDDES Extracts (Pvt) Ltd

Lafarge Mahaweli Cement (Pvt) Ltd
Lalan Rubbers (Pvt) Ltd

Nestle Lanka PLC

Nor Lanka Manufacturing Col. Ltd
Romina General Trading Company

. Singworld Lanka (Pvt) Ltd

10 Timex & Fergasam Group (PVT) Ltd
11.Trans Orbit Logistics (Pvt) Ltd

VONO U A WNR

FINANCE

The Ceylon Chamber of Commerce manages the Council funds on behalf of the Council.

WEB SITE

www.shipperscouncil.lk

Shippers' Council website was revamped with a new outlook. The site is regularly updated with
trade related information and hosts value added services.

SECRETARIAT

The Ceylon Chamber of Commerce provides Secretarial services to the Council. The
infrastructure ofthe Chamber is readily available to the Council.

BY THE ORDER OF THE COUNCIL

Sgd.
Manori Dissanayaka
For Secretary

THE SECRETARIAT
Sri Lanka Shippers' Council
C/o. The Ceylon Chamber of Commerce
50, Nawam Mawatha, Colombo 2

Direct Tel:+94 11 2392840, 5588871, 5588880
General Tel: +94 11 2421745-7, 5588800
Fax:+ 94 11 2449352, 2437477
E-mail: slsc@chamber.1k
Website: www.shipperscouncil.lk
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OVERVIEW OF THE ECONOMY

The economy rebounded to a high growth
trajectory expanding by 7.3 per cent in 2013
compared to the 6.3 per cent growth recorded
in 2012. Sri Lanka achieved this high growth
in 2013 amidst a challenging domestic and
external economic environment. Stabilisation
policy measures introduced by the Central
Bank from early 2012 were gradually eased
from December 2012, creating a more
conducive environment for economic growth,
although the lag in the transmission of
monetary policy delayed the economy
experiencing the full impact of the easing of
monetary conditions during 2013.
Meanwhile, the stable macroeconomic
conditions that prevailed in the country, with
relatively low inflation and interest rates
together with the stable exchange rate,
impacted positively on growth. Further,
favourable weather conditions also
supported growth particularly with the
significant expansion in high value added
hydropower generation. Moreover, the
continued infrastructure development
programme of the government also
contributed to achieve the expansion in
economic activity. Externally, the sluggish
economic growth in advanced economies
impacted negatively during the first half of the
year. However, there was a turnaround in
external demand during the second half of the
year with the gradual improvement in
advanced economies including the United
States and the European Union, which are Sri
Lanka's major export destinations,
supporting the high growth in the second half
of2013.

According to estimates from the production
approach the Services sector made the largest
contribution to growth in 2013. Within the
Services sector, the transport and
communication sub sector recorded the
highest contribution to growth in 2013
reflecting increased demand for transport
services with the expansion of economic

activities. Wholesale and retail trade
activities also improved with higher value
added growth in both external and domestic
trade activities during 2013. The increase in
external demand particularly during the
second half of the year, and higher domestic
output supported the growth in trade
activities. The expansion in the Services
sector was further supported by the growth in
financial services as well, albeit at alower rate
than during 2012. Meanwhile, the Industry
sector continued to maintain a high growth
momentum recording the highest sectoral
growth in 2013. Within the Industry sector,
the construction sub sector continued to
expand at a relatively high rate in 2013,
although the growth rate moderated
compared to the significantly high expansion
in the previous year. The manufacturing sub
sector also recorded a healthy growthin 2013
supported by strong external demand, from
the second half of the year. The higher value
added from utilisation of hydropower for
electricity generation also contributed to the
significant expansion in the Industry sector.
Growth in the Agriculture sector also
remained positive in 2013 due to the
expansion in output of paddy, other food
crops and fishing sub sectors despite the
decline in coconutand rubber production.

According to estimates from the expenditure
approach, the growth in Gross domestic
product (Gdp) was supported by the
expansion in both consumption and
investment in real terms during 2013.
However, consumption growth slowed during
2013 due to the deceleration in private
consumption expenditure while public sector
consumption expenditure grew at a higher
rate than in the previous year. Meanwhile,
expenditure on investment activities
recorded a significant growth reflecting
increased investor confidence. External
sector demand improved with relatively high
growth in exports of goods and services while
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imports of goods and services contracted
marginally in real terms leading to an
improvementin net external demand.

Gross National Product (GNP) derived from
adjusting GDP for net factor income from
abroad (NFiA) grew by 6.5 per cent during
2013 compared to 5.3 per cent in 2012. The
lower growth in GNP reflects the increase in
outflows in the income account of the balance
of payments. The increased outflow was
mainly due to higher interest payments on
Treasury bonds and long term loans of the
government together with the interest
payments by the Central Bank and other
financial institutions. Inflows in the form of
Central Bank earnings, from interest on
foreign reserves and fixed income securities
also remained largely unchanged due to low
interest rates prevailed in the international
market. Meanwhile, a considerable portion of
dividends by non-residents were reinvested
in the country, lessening the impact of
dividend related outflows in the income
account.

GDP per capita was estimated at Rs. 423,467
for 2013 compared to the value 0fRs. 372,814
recorded during 2012. The growth of 13.6 per
cent in per capita income indicates that real
income levels have increased in 2013 as the
GDP implicit price deflator recorded a growth
of only 6.7 per cent during the year.
Meanwhile, per capita GDP in US dollar terms
increased as well to US dollars 3,280 in 2013,
keeping on track to reach the per capita
income target of US dollars 4,000 by 2016.

GDP at market prices, which reflects the value
of the total output in the economy at current
prices, recorded a lower growth of 14.5 per
cent in 2013 compared to the 15.8 per cent
expansion recorded in the previous year. As
real GDP grew at a higher rate in 2013 the
slowdown in GDP at market prices was due to
the deceleration in the rise of price levels
across the economy as reflected by the GDP
implicit price deflator. Further, the total value

of the domestic economy was estimated at Rs.
8,674 billion during 2013, which is equivalent
to USdollars 67 billion.

Domestic savings improved further to 20.0
per cent of GDP continuing the positive
momentum observed during 2012. This was
mainly reflected by the continued
improvement in the trade balance with the
lower growth in imports as in the previous
year. The development in domestic savings
emanated from the private sector together
with the decline in government dis-savings.
Measures adopted to rationalise the
recurrent expenditure of the government
sector resulted in the narrowing of the
current account deficit of the government.
National savings alsoimproved in 2013 due to
the continued growth in workers'
remittances, albeit at a lower rate than in
2012. However, the deterioration of NFIA
with increased outflows dampened the
growth in national savings. Meanwhile, the
resource gap, which reflects the level of
external sector dependence, narrowed
furtherin2013.

PortServices

Ports activities showed a turnaround in 2013
despite the challenging global environment.
The gradual recovery of foreign trade,
attraction of new shipping lines, port
efficiency and productivity improvements
helped the turnaround of port services in
2013. Total container handling grew by 2.8
per cent to 4.3 million twenty foot equivalent
container units (TEUs) in 2013 from 4.2
million TEUs in 2012. Transshipment
handling registered a growth of 3.4 per cent
compared to a negative growth of 1.5 per cent
in 2012. Total cargo handling increased by 2.0
per cent to 66.2 million MT. Although the
number of vessels that arrived at the port of
Colombo recorded a decline, the gross
tonnage of container ships that called during
the year increased by 0.6 per cent reflecting
the arrival of larger ships. During the year, the
financial performance of the Sri Lanka Ports
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Authority (SLPA) deteriorated as per the
unaudited financial data. The revenue of the
SLPA had declined by 2.3 per cent to Rs. 37.2
billion while the operating expenditure
increased by 5.8 per cent to Rs. 34.8 billion in
2013. Accordingly, the operating profit of the
SLPA had declined by 53.4 per centin 2013 to
Rs. 2.4 billion compared to Rs. 5.2 billion in
2012.The ongoing portdevelopment projects
would help Sri Lanka to emerge as a maritime
hub in the region. The economic stabilisation
measures that were implemented in 2012
coupled with the opening of the Colombo
South Container Terminal at the Colombo
port and the declaration of the Hambantota
and Colombo Ports as 'free ports'in mid-2013
helped enhance the activities in the ports
sector. Under the Colombo Port Expansion
Project, the South Container Terminal was
declared open on August 5, 2013 with arange
of equipment and facilities that has brought it
on par with regional ports. The construction
of the second terminal under this project, the
East Container Terminal, commenced in May
2013 and is expected to be completed by end
2014. The East Container Terminal will also
have a depth of 18 metres which would
facilitate the docking of mega ships carrying
approximately 18,000 TEUs. The
construction of Phase Il of the Magam
Ruhunpura Mahinda Rajapaksa Port
(MRMRP) commenced and is expected to be
completed by end 2015. In the meantime, the
construction of fourteen tanks at MRMRP
with a total capacity of 80,000 cubic metres
for storing and blending of marine fuel,
aviation fuel and Liquid Petroleum Gas (LPG)
has been completed and the pre-
commissioning and testing of the bunkering
facilities are now underway. In the first and
second round of 'Request for Proposals' (RFP)
forindustries to be located
atthe port, cabinet approval has been granted
to twelve investors, of which three have
already signed agreements. The remaining
investors are expected to finalise their
agreements during the course of 2014. [n
order to facilitate the growing economic

activity along the Eastern Coast, the Oluvil
Port was declared open on September 01,
2013 and this port will serve as a commercial
and fisheries harbour. The Trincomalee port
has been earmarked to serve as a centre of
growth for the North Eastern region of the
country and a RFP was called for business
ventures in the vicinity of the port. The Galle
Portis to be developed as a leisure portinline
with the development of Sri Lanka as a
"‘tourism hub' in the region. The meantime, the
construction of fourteen tanks at MRMRP
with a total capacity of 80,000 cubic metres
for storing and blending of marine fuel,
aviation fuel and Liquid Petroleum Gas (LPG)
has been completed and the pre-
commissioning and testing of the bunkering
facilities are now underway. In the first and
second round of 'Request for Proposals’ (RFP)
forindustries to be located at the port, cabinet
approval has been granted to twelve
investors, of which three have already signed
agreements. The remaining investors are
expected to finalise their agreements during
the course of 2014. In order to facilitate the
growing economic activity along the Eastern
Coast, the Oluvil Port was declared open on
September 01, 2013 and this port will serve
as a commercial and fisheries harbour. The
Trincomalee port has been earmarked to
serve as a centre of growth for the North
Easternregion ofthe country and a RFP was
called for business ventures in the vicinity of
the port. The Galle Portis to be developed as a
leisure port in line with the development of
Sri Lanka as a 'tourism hub' in the region.
Several initiatives have been taken to

improve the attractiveness and competitive-
ness of the ports sector. The declaration of the
Ports of Colombo and Hambantota as 'free
ports' will help enhance the competitiveness
of the port in international trade and is
expected to attract investors to set up
businesses to exploit the benefits of the
demarcated duty free zones in these ports. In
a move to reduce the cost of shipping and
attract more shipping lines to the ports as
proposed in the Budget 2014, terminal
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abolished. As a result, from January 2014,
shippers are expected to pay an all-inclusive
freight rate. Measures are also being taken to
minimise non-operational time at the
container terminals thereby creating new
berth window capacity. Vessel productivity
was also improved further during the year
with procurement of new ship-to-shore
gantry cranes, rubber tyred gantry cranes and
yard tractors. The SLPA has been granted
Cabinet approval to set up two Dry Ports at
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Peliyagoda and Thelangapatha as inland
ports. This is expected to improve integration
with the maritime terminals and thereby
provide inbound and outbound traffic with
more efficient access to the inland market. A
warehouse complex is also to be constructed
at Peliyagoda to minimise the traffic
congestion onroadsin Colombo and to enable
the provisioning of an increasingly efficient
service to SLPA's stakeholders.
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ExportPerformance

Exportsrecovered in 2013, with the moderate
recovery in the global economy. Earnings
from exports recorded a positive growth from
June 2013 following 15 months of
contraction. Export earnings grew by 6.4 per
cent to US dollars 10,394 million in 2013 in
contrast to a decline of 7.4 per cent to US
dollars 9,774 million in 2012. Exports
recorded an impressive growth from the
second half of 2013 with the recovery in Sri
Lanka's traditional markets, such as USA and
the EU. The expansion in domestic economic
activities, a favourable investment climate
and conducive external trade policies also
supported the growth in exportsin2013.
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The largest contribution to the growth in
export earnings came fromindustrial exports,
which accounts for around three fourths of
total export earnings. Earnings from
industrial exportsincreased by 5.1 per cent to
US dollars 7,749 million in 2013 mainly due to
the better performance in textiles and
garments, which contributed 43.4 per cent to
total export earnings in 2013. Earnings from
textile and garment exports increased by 13
per cent to US dollars 4.5 billion in 2013,
surpassing the US dollars 4 billion target set
by the apparel industry. Garment exports to
the EU and USA, which are major export
destinations, recorded a significant growth of
6.8 per cent and 21 per cent, respectively in
2013, benefiting from the recovery in those
economies. Market diversification,

acquisition of expert knowledge, vertical and
backward integration and greater emphasis
on activities at the higher end of the value
chain contributed to the robust performance
in the textiles and garments industry. The
increase in value addition has reduced import
dependence in the industry as reflected in the
decline in import of textiles and textile
articles in 2013. Accordingly, the average
import dependency ratio for the entire
garments industry declined to 45 per cent in
2013 from 57 percentin 2012.

Earnings from export of other industrial
products recorded varied performance in
2013. Earnings from export of rubber
products increased by 3.3 per cent to US
dollars 888 million in 2013, making it the
second largest contributor to the growth in
industrial exports. An increase in export of
surgical and other gloves and tyres, as a result
of the decline in natural rubber prices and
increasing external demand from advanced
economies such as USA and EU, mainly
contributed to the growth in export of rubber
products. Export of leather products
increased by 38.7 per cent to US dollars 77
million in 2013, mainly due to a more than
two fold increase in footwear exports. The
industry was supported by the government
through duty free import access to leather
machinery in addition to the continuous
support provided by the EDB, the Industrial
Development Board and the Ministry of
Industry and Commerce. Export of machinery
and mechanical appliances including
transformers, static converters,
accumulators, weighing machines and other
home appliancesincreased in 2013. However,
export earnings from gems, diamonds and
jewellery declined significantly by 20.3 per
cent to US dollars 446 million in 2013 mainly
due to declining global demand and a sharp
fall in gold prices in the international market.
Export earnings from petroleum products
declined by 7.6 per cent to US dollars 428
million, as a result of rising competition from
regional ports and a decline in international
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bunkering prices. Earnings from food,
beverages and tobacco exports declined by
17.3 per cent to US dollars 235 million, mainly
due to a reduction in wheat flour exports as a
result of restrictions imposed on import of
wheat flour by a major trading partner. Export
of transport equipment, declined by 11.3 per
centto US dollars 146 millionin 2013 dueto a
reduction in export of road vehicles such as
bicycles and cars, although the export of
rowing boats and other floating structures
increased significantly duringthe year.

Agricultural exports which account for nearly
one fourth of total export earnings
contributed around 40 per cent to the overall
increase in export earnings in 2013. Earnings
from agricultural exports increased by 10.7
per cent, year-on-year to US dollars 2,581
million in 2013. Earnings from tea exports
increased by 9.2 per cent to reach the highest-
ever annual earnings of US dollars 1,542
million in 2013, mainly due to the high price
obtained for Ceylon tea owing to its superior
quality and the rise in international demand
for orthodox teas. The average export price of
tea rose by 9.3 per cent to US dollars 4.82 per
kg in 2013 from US dollars 4.41 per kg in
2012. Export volumes of tea, however,
remained at 320 million kilograms in 2013 as
in 2012. Earnings from raw rubber exports
declined by 43 per centin 2013, largely due to
increased usage of rubber in the domestic
market to produce value added rubber
products. However, higher production in
major natural rubber producing countries
exerted downward pressure on rubber prices
throughout the year. The average export price
of rubber declined by 9.7 per cent to US
dollars 3.02 per kg in 2013 from US dollars
3.35 per kg in 2012. Total earnings from
coconut exports declined by 2 per cent to US
dollars 205 million in 2013, despite earnings
from coconut kernel exports increasing by 7.6
per cent to US dollars 86 million as export
earnings from non-kernel products such as
yarn and coconut shells declined.

Export earnings from other agricultural
products such as spices, vegetables,

unmanufactured tobacco, minor agricultural
products and seafood increased substantially
in 2013, contributing to the overall growth in
agricultural exports. Earnings from the
export of spices increased by 38.8 per cent to
US dollars 355 million in 2013. This was
mainly on account of an increase in earnings
from export of pepper by 82.9 per cent to US
dollars 128 million and an increase in
earnings from export of cloves by 169.4 per
cent to US dollars 50 million. An increase in
planting due to favourable prices and
incentives given through the '‘Gama Neguma'
programme as well as improved extension
services provided by the Department of
Export Agriculture contributed to the
significant growth in export of spices during
the year. Meanwhile, earnings from export of
unmanufactured tobacco and minor
agricultural products increased by 12.9 per
cent and 33.3 per cent, respectively in 2013,
mainly due to favourable weather conditions.
Export earnings from seafood increased by
18.1 per centduring theyearto US dollars 234
million, with increased earnings from
processed fish, frozen fish as well as molluscs.

ImportPerformance

Expenditure on imports, which declined
continuously from April 2012, on a year-on-
year basis continued to contract during most
of 2013. Expenditure on imports in 2013
declined by 6.2 per cent to US dollars 18,003
million, from the previous year, reflecting the
impact of policy measures adopted in 2012 to
rationalise imports, lower expenditure on
fuel imports as well as subdued commodity
prices in international markets. All major
categories of imports except consumer goods,
declined significantly. The anaemic recovery
in major economies around the world
moderated international commaodity prices,
including petroleum prices leading to an
overall decline in import expenditure.
Expenditure on nonfuel imports in 2013
declined by 3.2 per cent to US dollars 13,695
million.
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The largest contribution to the decline in
overall import expenditure came from the
reduction in expenditure on intermediate
goods, mainly due to lower expenditure on
fuel, textiles and textile articles, fertilizer, and
diamonds and precious stones. In value
terms, expenditure on intermediate goods
imports, which accounts for around 59 per
cent of total imports, declined by 8.8 per cent
to US dollars 10,554 million in 2013.
Expenditure on fuel imports, which accounts
for around one fourth of total import
expenditure, declined by 14.6 per cent to US
dollars 4,308 million, mainly due to lower
usage of thermal power for electricity
generation during the year and a decline in
petroleum prices in international markets.
The average import price of crude oil declined
to US dollars 109.84 per barrel in 2013 from
US dollars 114.00 per barrel in 2012. As a
result of the increase in local production,
imports of textiles and textile articles
declined by 9.7 per cent to US dollars 2,046
million in 2013, raising the value addition in
the garment industry. Expenditure on
fertilizer imports declined substantially by
23.3 per cent to US dollars 239 million. The
decline in the volume of fertilizer imports was
partly of gold to contain imports. However,
the surcharge was removed with effect from
November 2013 and the customs duty was
increased to 7.5 per cent. Import expenditure
on other categories of intermediate goods,
such as chemical products, plastics, paper and
paperboard, agricultural inputs, food
preparations and mineral products increased
duringtheyear.

Expenditure on import of investment goods
declined by 7.3 per cent to US dollars 4,253
million in 2013, led by a decline in
importation of transport equipment as well
as machinery and equipment. Responding to
policy measures taken in 2012 to rationalise
imports, expenditure on transport equipment
declined by 32.7 per cent to US dollars 668
million in 2013. Import expenditure on all
categories of transport equipment, except
ships and boats and aircraft, declined during

this period. Import expenditure on
machinery and equipment, which comprise
mainly engineering equipment, electronic
equipment, telecommunication devices,
office machinery, medical and laboratory
equipment and machinery and equipment
parts declined by 5.7 per cent to US dollars
2,222 million in 2013. However, the import of
building materials which comprise mainly
cement, iron and steel, aluminium articles
and mineral products, increased by 9.7 per
cent to US dollars 1,357 million, to meet the
increasing demand from the mega
infrastructure development projects being
undertaken by the government and the
private sector.

With respect to consumer goods imports,
expenditure on food and beverages as well as
non-food items increased considerably in
2013. Overall import expenditure on
consumer goods, which accounts for around
18 per cent of total imports, increased by 6.3
per cent to US dollars 3,182 million in 2013
from US dollars 2,995 million in 2012. Import
expenditure on food and beverages increased
by 4.9 per cent to US dollars 1,368 million due
to higher expenditure on the importation of
vegetables, seafood as well as oils and fats.
However, expenditure on the importation of
sugar and confectionery products, dairy
products, beverages and cereals and milling
industry products declined during the period
under review. An increase in the Cess
imposed on theimportation of butter, yoghurt
and dairy products, with a view to
encouraging domestic dairy production,
mainly contributed to the 5.3 per cent
reduction in import expenditure on dairy
products. Meanwhile, expenditure on import
of non-food consumer goods increased by 7.3
per cent to US dollars 1,814 million, largely
due to the increase in the importation of
motor vehicles by 17.6 per cent. Import of
other categories of non-food consumer goods,
such as medical and pharmaceutical
products, clothing and accessories,
telecommunication devices and rubber
productsalso increased during the year.
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Trade Balance

The trade deficit contracted sharply in 2013
with the pickup in export earnings and
declinein import expenditure. Accordingly,
the trade deficit narrowed by 19.2 per cent to
US dollars 7,609 million in 2013 from US
dollars 9,417 millionin 2012. As a percentage
of GDP, the deficit in the trade account
declined to 11.3 per cent in 2013 from 15.9
percentin2012.
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Terms of Trade

The significantreduction in import prices and
a marginal increase in export prices resulted
in an improvement in the terms of trade in
2013. The export price index increased
marginally by 0.4 per cent to 103.5 index
points, while the import price index declined
significantly by 5.9 per cent to 108.4 index
points. Accordingly, the terms of trade

improved by 6.7 per cent to 95.5 index points
in2013 from 89.5 index pointsin 2012.

Despite the significant price reduction in key
commodities in the international market, the
overall export price index increased
marginally. The increase in the average price
of textiles and garments and tea, the two
major export items which account for more
than 58 per cent of total exports, raised the
export price index. The export price of textiles
and garments, increased by 2.4 per cent,
while the average export price of tea
increased by 7.5 per cent. Higher value
addition in the garment industry with the
acquisition of modern technology and
innovation and increasing shift to supplying
niche markets resulted in an increase in the
unit price of textiles and garments. Although
tea prices in Kolkata and Mombasa auctions
declined considerably in 2013, the average
export price of Ceylon tea increased
significantly as a result of an increase in
demand for high quality Ceylon tea. However,
the price of petroleum products, gems,
diamonds and jewellery and base metals
categorised under industrial exports and the
price of rubber, coconut, seafood and
vegetables categorised under agricultural
products, recorded a decline in 2013.
Accordingly, while the average export price
index of agricultural and mineral exports
increased by 4.6 per cent and 10.8 per cent,
respectively, the export price index of
industrial exports declined by 0.8 per cent.

The import price of all major import
categories remained lower than in the
previous year, reflecting the moderation in
global commodity prices due to a slower than
expected recovery in advanced economies
and a slowing down of emerging market
economies. The significant reduction in
petroleum and fertilizer import prices,
mainly contributed to the decline in the
overall import price index. On average,
petroleum and fertilizer prices declined by
6.8 per cent and 15.9 per cent, respectively
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during 2013. The rapid expansion of
unconventional oil production as well as
lower demand from USA and Europe
contributed to the decline in oil prices. In the
food and beverages category, the price of
sugar declined by 12.3 per cent due to the
weakening of the Brazilian Real and excess
production. The price of investment goods
imports declined, due to a fall in the price of
almost all sub categories. Accordingly, the
average import price index of consumer,
intermediate and investment good categories
declined by 0.3 per cent, 5.3 per cent and 8.2
per cent, respectively in 2013.
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Direction of Trade

Industrialised countries continued to be the
major destination for Sri Lankan exports in
2013, while Asian countries accounted for a
major share of imports into the country. USA
remained the largest export destination in
2013 followed by the UK and India, while
India remained the largest source of imports
followed by China and Singapore. India
remains the leading trading partner of Sri
Lanka with bilateral trade in 2013 exceeding
USdollars 3.7 billion.

USA which is the major export market for Sri
Lanka accounted for around 24 per cent of
total exports, followed by the UK (10.4 per
cent) and India (5.2 per cent). Textiles and
garments remained the largest export to USA
and UK. With the recovery of these economies
total exports to USA and UK increased by 17.3
per cent and 1.8 per cent, respectively. The
major exports to India were spices, transport

equipment, machinery and mechanical
appliances and animal fodder. In 2013, apart
from UK, the other leading export
destinations in Europe were Italy, Germany
and Belgium-Luxemburg, representing 4.9
per cent, 4.5 per cent and 4.3 per cent of total
exports, respectively. Exports to Italy and
Germany comprised mainly garments,
accounting for 14 per cent of total garment
exports. Almost 42 per cent of Sri Lanka's
gems, diamonds and jewellery were exported
to Belgium, one of the world's leading trading
centres for diamonds. Tea exports to the
Middle East and CIS countries accounted for
nearly 46.3 per cent and 24.1 per cent,
respectively, of total tea exports in 2013,
making them the main destinations for
Ceylon tea.

India continued to be the largest source of
imports in 2013, accounting for nearly 17.6
per cent of Sri Lanka's imports. However,
imports from India declined by 12.9 per cent
to US dollars 3,171 million in 2013. The main
imports from India were petroleum products,
textiles and textile articles and building
materials. Price competitiveness has enabled
India to secure a significant market share for
these items, although most of these items do
not have duty free access under the ISFTA.
China and Singapore followed as the second
and third largest import sourcing countries,
accounting for 16.4 per cent and 9.3 per cent
of total imports, respectively. Imports from
China grew by 10.7 per cent to US dollars
2,953 million, while imports from Singapore
amounted to US dollars 1,682 million. The
main imports from China comprised
machinery and equipment, textiles and textile
articles and building materials. The major
imports from Singapore consisted of
petroleum products and machinery and
equipment. United Arab Emirates remained
the fourth largest import source accounting
for a share of 6.6 per cent of total imports.
Imports from Oman increased by more than
six fold, year-on-year; in 2013, making it the
fifth largest import sourcing country, due to a
shiftofcrude oil imports from Iran to Oman.
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SRI LANKA SHIPPERS' COUNCIL

FINANCE STATEMENTS
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i Dhereanse § 10 secriesd cxpeimes

gl (ward in) penerated Trom operatinns

Wath halding Las paid

Cash Pews rom invesling activilies

IetEreat regedvod

B pirecalimeenits dimng thie year

el cush Muss gencrated oo (wsed dnl investing aciivities

Mot decrerse in cshoanad cash eguivalents
Cash ard cesh i alests gt the bepnnirg of the yoar
Cash smd cash rqui plenis al the sl ol 1he yoar |Naie &)
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SRI LANKA SHIPPER'S COUNCIL
NOTES T0 THE FINARNCIAL STATEMEANTS

Faow the pear cwied £ Afareh 20489

1. Accossting gallcies

1.1 orporade informos e
Y Larka Shippor's Council 17the Coencil™) s an aflilsted Assosisoen of The Covlon Chamber of Commeree
The registered offico 15 located 2l Mo 30, Mawam Mlawaths, Colomo (2.

1.2 Priacipal arovickes aad aaiwre of operation.

I'he Council facilzates iis cudomen: 10 Be moee compeline in Their basiness logates, porformamcs and o1, bn
b follosaing.

i Bommg the APEX Hoaly, puotect W asleiest of cinbomert and bomg a stroeg athocaty io the Govemment

i) Ersuraty el effestive somtegics are Seveloped and implemenied in the logistics md value chone o muike sur
imcinbars more compelone

tind Fasilijabng greater eificienzics in keygisties By reducing logisics h.l.mrl‘:h:ﬁ:lﬂ.pllﬁml tradi.

(vl Adting & the masdiger m resclving condlicty amengrst sur cuslomers (rastherd)

vl Fazilnaling & level plaving Geeld by deveboping and promoting a code of conduct! dhics for mer cetomens
(e hers)

(v Esmablahing a cemre Bor excellence for information sharmg and 0 spgrade competensics of mombers i

sty mlohally
(vl Levoraging reponal and global pacinorshps and fagihiatng global best prachices in logistics in Sn Lanka

1.3 B ol preparaticsa
{a) Basix ul preparatica

The firmmca | salements bove bies propaeal o the hivkrical cosl hasis excepd lor the Solllowmy meterial ems
the svicment of firancal posi o

b1 Functional aml preseststion currency
Ticte: Minamnzual Muldinents e pecaentsd i Sn Liskan Ripas, whieeh i@ the Uoisol s hmonen] <iamescy

1c1 Lse of estisares and jodgmicets

The prepamaiim of feascenl aloments @ confirmiy wilk 5n Limbka Acecuntimg Stamdand B Small and Maliom
Sired Erminties |51 FRS fior SMEz) raquines manapemens 40 maky jdpments astimales arad pesmmpeions tho affect
tae apphcatim of pecmanting polices and rporied amowsis of assets, habibbes, meome and esperees Tha
ceemas and asseculed assumpuions are based on hisoncal expemence and varaus other famors thae are Bl yed
> be peasonobly smder the ciumsisnges, e resull of which Fform the bass of making the jedgiscst aboul
camying vakics of asseis mnd liabilinies that are et readily appancal from other sounces. Aciuad fsults may il

frivmn heke cilumdlc:

The estimaies and enderhing assemptions are revicwed o an tagony basis. Revisions 10 J000untitg <slimales
arc recognizad m the perid in which the sumanes are revised §F the revision afliocts only the fimacal year or i

the penid of the rgvision and fitee penods of the reveson affecty hoth carrent and feture financial yeaers

I Signilcasr iccomaning poliches

Mea acocureirg poliies so on bolow kave been applied consismerely wo all penaods pressared in these Naancal
SIALC LS.

Cemmns compuitine areunls in e Gnancad sifemesls have been rechissificd o cosform with (b current vear's
jrcEcmiialinm




SHI LANKA SHIFFER'S COLNCIL
NOTES TO THE FINANCIAL STATEMENTS

Far e pear mnabead 33 March 2004

ial Iwweaisres

Inivesiones are statod o the lower of cost and e realizabile value. M=t p2alizable valeo i3 he ertimerted selling
pnce in the ordisgery oourse of busmass kess the exlimested cosls of commplatesn and s2lling expossos. The cost
inchudes cxpendilune ingurred m acquiring the imenkorics md bingmg them o e exising locabon and
crmadilicm

WG D eal s w1s

Investmemis compriss of fread depomix mmad debeniunes are ocegsiosd A0 anmorized oosl
icl Cash snd cash equivaleats

{ask ind cich cguivalcnts coimprese 2ash balances and call deposits with matuniy of thires monghs or less from the
aczpisition daic that mee subject b an iragneficam nsk of chosges in ther fer value, and are ssad by the Comcd
i the managemest of its shorldoem cenmilmenls

Cpsh low simtemond
ash Mo Eatemesnl has B prepanil asing e imadiied methad.

{dk Liahilitirs sad prosicnns

Liabdtics ars recngnizesd m ke salemest of firmeisal posilios whes eee & o peeset obbiganon i 2 resub of
past gvents, the settlemanm of wiich 12 expectad o reall moan culllon of sesources cmbodying cenmeamie bencfils

A prosaseon 18 recograned o, a8 a reselt of a pan ovenl, the Council kas a peesent legal or comidractne obligatios
thai can b estimaticd relubly, and o s probahle that an ctfloe of comonmee henefils willl be reguinad 1o sellle the

ohdgahion

(el Revenue

Roverue 15 recognieed o the estent thal i o probable thar the coonomiie benefits will flow 1o the Comol and the
revemne ean be reluable megsunal on an acérual hasis. Roveme 16 mesismred 4l the i valie of e Sossideral i

nacei vied or recsivable

FEavemue represeels ergrancer (o, memborship subsripizen aml cvesl imeome, nhck are recerdiod on sicmual bere
Inesimmaenl ascusere: on fied depesits o rodogmesd usiey sffedlive mlores sale apphoable For ke porisd

il Expeniivere
Al experdreee incered m the operations of e lusiness aed in maEnianng the capiisl ass=s in a siao of
2ifiziency have Boam charged =0 inoome in amving 40 S Councils &eficiy’ surplis Tor The vodi,

gl Tanalisn

The lighiliny Tor Bcation has been computed s accondance wilh the Inkod Beverue Act Mo 10 of 2006 and &
arecnidscnis thoran

Taxatin for the currest and previms. penods 1o the exient unpasd s eeognized 23 3 liabiliy @ e inancial
simemcrs. 'When the aromni of taiion dready pad m rempoa of cunrers and prier penod eveeed he amcani
dis Tow thosy pariosds the oxcoss 15 recognized as as assal m the Nirasanl stabemgms

(hi Comperative infermalion
Wheie nécciaary, cofipanlive Pguic e béen rearmaiged 10 conlonm i T cirfent Ve s phedfililion




SHI LANKA SHIFFER™S COLNCIL
WOTES TOF THE FINANCIAL STATEMENTS

For the rewr coded 28 Muarcls 2004

(il Exenls sbcurriag afler 1he regartisg dae
AR maierial post reporiing dods evenis e boen comsiderod, Sscdosed oad aduisied where applicable

G Commilsesis ind conliagen ces
C oeilifgoscucs ane posside assms of obliganons that ansg From a pas evend and would B confintiad only on the
(N of e=00ei TEice of uscerin fimme everts, whech pre bnvond the Comscd's conlied

L ommmesenits and contenpgent lpfalshios aee dacloscd m Motes b he fimecal stnemess

N



SEE LANKEA SHIPFERS" C{HINCIL
MENTES TLF THE FINASC AL STATEMENTS

A ar TF Mok, a4 1K
M. M.
3 Investment in debeadures
S Larks Savepgs Aank RET, T 572,042
EET THD T ]

S Yhert lvrm myosimemis

i ool Ervolipenent Hank PLO LAMILS T 1,020,917
Mativma! Dsnglopenem Bank FLOC M2 AR SO7.157
“ampath Pank FlLC LA G J11 254

BS54 RalUAIN

4 Uhiher recedy philkes
Eeunburscinent of GSE Mosling cuponses EnTH 5
Avwareness semirmr AW applicarion & 4,950

5 Currenl socosed with The Cevien Chambe e of Oomidicioe
All the recaipts and pavmiens of e Couscdl are done thnngh the currem scooums of The Cevlon
Lhambee of Commancg. Thercfore e halanee reflects the Comncil's cash mad cash squivslesis,

i lacami iy pavable

alsace o= m | April 2013 2EA0n5 i 1. AZ5]
l..l'||.-r|1r|:-l. FEHT 0 OSeEl .'.|' e b i . K il
Iicome . aid dermy e year e AL (ETEN
Prow een For the venn — - Lk 05
Balanee §5 a1l 31 Marzh 2012 = 18 kS

T Accreed enprases

lax adhisory service 12040 299
Awdin fees 535, 0MH0 32 THH
AV INEEC ST LN R T . [
AT HINS
Foar 1y pear eadod T8 Wuarck., oi4 I
Hs Ha,
& (Mher imeame
Invesimen incoeg o 1D sl
Inccama roog vt in oonidectio with
» Sponsordip for Al Geroral Mogting' Pamopanan fee o | MM 166 STHD
- dwircness seminer - FEmigaton « PanicspalionSponeorhip . | SOLE00
= ie mprmscrsheps wrile oll’ A 201 (HE
- Wilgh SpodiseeEiip k LN (M
Sersiial on AW appisatin - A8%.350
- Haridsainkobn Nicld viaii 235,080
= 2l vk i D lambamnin = i e
- Adher charges sgmanar Zen, 00 '
- Fickd vesit 1o Bgnmayake 2013 1.2 801 .
= Helimbairsemeesl of G5F Mevtmpg oy reas 1 aTE =

1 JZENED E’.‘.Llli'.'




SHILANKA SHIFPERS' COUMNCIL
NOTES T THE FINARCIAL STATEMENTS

Fur the pror enaded 71 Marek, i [ F IR
Hs, Bs,
% AdminlsrrElion FLpERs
Printira drnd slaliomery 2650 11,551
Secroaral lies 430582 184, 1940
PFostags, telegrams, lekex and Bigs .75 el L]
Lol imi i i i el L&, [HED | B.CaHI

MHH, 0T 46371
T T

LI Trihir ageraling cuponacs

Ansuad Geneml Mesling 25 M| J1L7ER
Figld veat b kmimamnke -20113 &8,470 .

Aclhiiod Cliss gty Sronm 312 .

Chwir sponsorshap e fund 20 Ll 5

CafF Mesting esponses 12 TN -

ATERMEEESE BRI AW ..Hllil.l:l'l.n'll v I 11T
A aenual meeong in Honghaong 113AM 151,41
Huosbsilol Gzl visai - 156,484
2ed visn o Hamessioia . S 652
Fas advisory service T.OEN T2 i3]
Audi fes 63,307 Selln
Eslertanimeni and eireshmenis T, i 7 2215
Awieness seimninar - Femigalion expenscs . 77403
Swulry experras 17,747 i
Woarbeiimes i i | i RLLELET 6,667
Wih domais renewal lov 15805 41,240

i, 107

Ui oof MM a1 mectings a2
1.2RLTL] I, 70, TR

I Inmme das eupomse

WHT & ajuie 21, hiE 1536k
Cwrment s expeise . IALE
Cher pros iviam i resplc! ol previoes years _ 1|

23,k S 1280
N —

161 The Coumcil is Bable for incoms: lay cxpense under she Section 101025 of the Intand Reverns At Mo 1
of 200 o the mie off 1085 Accordiegly, the Councll = liable Tof income Inx on business profll of
investment mcome whichever is higher

1T Empluyer bonefils

12.1 Delined contributian plan
Mo conribitkns have heen mnds 0 Emplovess” Provident Fund and Fmplovess’ Trust Pord since the
Council has red emplmed any employees dering the vear

w



SHI LANEA SHIPFFERS' OO ST
MOTES TO THE FINANCIAL STATEMENTS

Far the prar ended 18 Marck T84,

iz
1i.a

L3

Lk

T

Eitigsdey cv Benelis ¢t )
Ihefemed] Ieme fid shligatis
M prwiskm for grotudy e boen moade since the Couscil has of engdioved any employees during

ear

Sumbser ol emiploveres
Mumber of emphoyecs of thie Couscil as al 30 March 2004 is 0729 5 &),

Compaialiye infurialson

e Conmicil kas bewn proparmg and presciting Stnemen of Reozipts and Boments with The Cevlon al
Chambgr of Commence up o the date of 1 Agril 2000 and decided 0 prepare and presest Tinaiical
shefwments comprising the balence sheet, staement of iscome and exposditure, sisemem of changes in
Fends. cash Mo sement and noles &0 the mmcial saiemenis [rom the wear endid 31 Aarch 1[0
oiffvands. However comespomding fipares were sol presented for the smne pemsd s 10 inadequale
infomisien, Thereline the opming halsoes & w1 April MM wen: nod audited. This elfect will
ciminue for the current vear ond Haliine goriods

Commitmenits amd cesdingrocies
The Commiil dhowes minl have confingest lahililies and commitmenis that roguire proviskons or S lsenes
mt e Fmemac | sipiprapsis

Evenes sgureing afler the reparving inre
There werw nn maferml events ozcuming eficr @ reporting date which requite idjusiments in or
disclivssre in the lingicml salonents.

Pithgaibns aod cluims
There are na litgations and claims agaima the Cooscil as ai the vear end.

Excenlive Cammiitee’s respidadbility for linancal reperiing
Ihe Esecunive Commiltes s nesponsible for the preparation and prsemiation of ihese (Inancial
simbeimecnts o sccondance with %L FES for SMEs




