PARLIAMENT OF THE DEMOCRATIC
SOCIALIST REPUBLIC OF

s 1 e A o e gy 4+ e

| SRI LANKA
5'3 INLAND REVENUE
- | (AMENDMENT)

- ACT, No. 22 OF. 1990

[Certified on 12th June, 1990}

Printed on the Orders of Government

T Published as a Supplement to Part II of the Gazette of the
Democratic Socialist Republic of Sri Lanka of June 15, 1990

PRINTED AT THE DEPARTMENT OF GOVERNMENT PRINTING, SRI LANKA

B

T0 BE PURCHASED AT THE GOVERNMENT PUBLICATIONS BUREAU, COLOMBO

" Price : Re. L50 | Postage : Re. 1.55

A b i s

i i



Inland Revenue (Amendment)
Act, No. 22 of 1950

L.D.0--50/89
[Certified on 12th June, 19901
AN AcT T0 AMEND THE INLAND REVENUE AcT, No. 28 oF 1979

BE it enacled by the Parliament of the Democratic
Socialist Kenublic of Sri Lanka as follows :—

1. This Act may be cited as the Inland Revenue
{Amendment) Act, No. 22 of 1990.

2. BSection 8 of the Inland Revenue Act, No. 28 of 1979,
(hereinafier raferred to as the “principal enactment”) is
hereby amended, in paragraph (a) of that section as
fuilows 1 —

(1) by the subs:itution, in sub-paragraph (Liv) of that
parapraph, for the words and figures, “ Sri Lanka
Irstitute of Development Administration Act, No. 8
of 1922; and”, of the words and figures, “Sri
Lanka Institute of Development Administration
Act, No. 9 of 1982;”;

(2) by the substitution, in item (iii) of sub-paragraph
(1v) of that paragraph, for the words and figures,
“on ar ofter May 26, 1986, of the words and
figures, “ca or after May 26, 1986; and ”; and

(3) by the addition, at the end of that paragraph, of the

foliowing new sub-paragraph :—

¥ (Lv1} the Agricultural Insurance Board estab-
lished by the Agricultural Tnsurance Law,
No. 27 of 1973.7,

3. Section 14 of the principal enactment is hereby
amended in sub-pargraph (xvi) of paragraph (a) of that
seciion, by the substitution for the words * twenty-five
years aftzr its acquisition”, of the words “twenty-five
years after the date of acquisition ¢f such property .
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2 Inland Revenue (Amendment)
Act, No. 22 of 1990

Amendment

og af?gi:n 4. Section _15 of the principal enactment is hereby
15 o .

principal amended as follows : —

enactment

(1) Hy the insertion, immediately after paragraph (ccc)
of that section, of the following new paragraph :—

“ (ceee) the profits and income earned in any year
of assessment commencing on or after
April 1, 1990 in {oreign currency by any
National Associotion of Sports registered,
under the Sports Law, No. 25 of 1973, in
respect of services rendered by such
Association, or in the course of taking
part in any sport within the meaning of
the Sports Law, in that year of assessment
outside Sri Lanka, if such profits and
income (less such amount as the Com-
missioner-General considers to be reason-
able expenses incurred outside Sri Lanka)

are remitted by such Association to Sri
Lanka;”;

{2) by the substitution, in paragraph (t) of that section,
for the words and figures, “ President’s Fund Act,
No. 7 of 1978 ; and ; 7, of the words and figures,
“ President’s Fund Act, No. 7 of 1978 ;7 ; -

(3) by the substitution, in paragraph () of that section,
for the words and figures, “ National Defence Fund
Act, No. 9 of 1935, 7, of the words and figures
“ National Defence Fund Act, No. 9 of 1985 ; and -

ani

-{4) by the addition, immediately after paragraph (u) of
that section, of ihe following new paragraph ;: —

“(v) such part of any sum as does not exceed two
thousand rupees paid in any year of assess-
ment cemmencing on or after April 1, 1990
by the Sri Lanka Bureau of Foreign Employ-
ment, established by the Sri Lanka Bureau
of Foreign Employvment Act, No. 21 of 1985,
to any person or partnership licensed by
such Bureau, to carry on the business of a
foreign employment agency, in respect of
any Sri Lankan for whom employment
outside Sri Lanka has been provided or
secured by such person or parinershiv .
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Inland Revenue (Amendment) 3
Act, No. 22 of 1990

5. Scetion 20a of the principal enactment is hereby
amended in subsection (1) of that section, by the substitu-
tior, for the words and figures, “ period commencing on
April 1, 1864 and ending on March 31, 19580, ”, of the words
and figures, * period cummencing on April 1, 1984 and end-
ing on March 31, 1991.7,

6. The following section is hereby inserted immediately
after section 22pp and shall have effect as section 22ppp

of the principal enactment : —

f‘;?lxemption 22ppp. (1) The profits and income within
nr

‘i)ntcom% ttax the meaning of section 3(a) (other than

TS

andp Y profits and income from the sale of capital

income of . .

cempanies sssets) of any company referred to in sub-

providing . R . "

venture section (2), from any undertaking referred

capitai,

to in subsection (2), shall be exempt from
income tax for a period of ten years from the
commencemen{ of the year of assessment in
which such company commenced to carry on
business.

(2) The provisions of subsection (1), shall
apply to any -company approved for the
purposes of this section by the Minister by
notice published in the Gazette and which
s engaged solely in carrying on an under-
taking of providing venture capital to anv
undertaking engaged in the manufacture o:
export of goods.”.

7. Section 23 ot the principal . enactment is hereby
araended, in subsection (1) of that section, as follows:;—

(1) by the substitution, in paragraph (ee} of that
subsection, for the words and figures “acquired by
such perscn on or after April 1, 1981 and, ”, of the

words end figures, “acquired by such person on -

or after April 1, 1981, but prior to April 1, 1987
and,”;
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Inland Revenue {Amendment)
Act, No. 22 of 1990

(2)‘ in paragraph (eee) of that subsection—

(a) by the substitution in sub-paragreph (iii) of
that pargraph,

(i) for the words “any qualified building ”,
of the words, “any qualified building
constructed by such person and”; and

(ii) for the words, “in its cost of construe-
tion, ”, of the words, “on its cost of
construction ”;

(b) by the insertion, immediately after sub-
paragrahp (iii) of that paragraph, of the
following sub-paragraph :—

“ (iv) any unit of non-residential accomoda-
sjon comprised in a registered Con-
dominium  Property, within the
meaning of the Apartment Ownership
Law, No. 11 of 1973, acquired by such
person on or after Anpril 1, 1987, and
arising out of its use in any trade,
business, profession or  vocation
carried on or exercised by him, at the
rate of ten per centum per annum on
its cost of acquisition;”; and

(c) by the substitution, in the proviso to that
naragraph, for the words and figures “or
sub-paragraph (iii) of this paragraph.”, of
the words and figures “or sub-paragraph
(iii) or sub-paragraph (iv) of this
paragraph, ” ; and

(3) by the addiiion, immediately after the proviso to
paragraph (h) of that subsection, of the following
further proviso:—

« Provided further that any sum deductible, under
this paragraph, by the Development Finance
Corporaticn of Ceylon or the National Development
Bank referred to in paragraph (hh), in respect of
bad or doubtful debts shall be deducted to the
exient that it can be deducted from the respective
general reserves (referred to in paragraph (hh) ) of



Inland Revenue (Amen&ment) 5
Act, No. 22 of 1990

suth corporation or such bank as the case may be,
and the excess if any, of such sum over the amount
in such general reserve, shall be deducted under
this paragraph. "

~

3. Section 24 of the principal enactment is hereby
amended, in subsection (1) of that section, as follows :—

(1) by the re-lettering of paragraph (pp) as paragraph
(q) of that subsection ; and

(2) by the addition, immediately after such re-letterad

paragraph (gq) of that subsection, of the following
paragraph : —

“ (1) any sum transferred to any reserve or pro-
vision (other than any annual payment re-
ferred to in section 23 (1) (r)) for the pay-
ment of any sum referred io in section 32

(2) ;7
9. Seciion 30 of the principal enactment is hereby
amended, in the proviso to subsection (1) of that section,
by the substitution for the words, “referred to in paragraph
(2) 7, of the words, * referred to in paragraph (a) or para-
graph (ea) or paragraph (aaa) or paragraph (aaaa) ™.

10. Charnter VIIl of the principal enactment is hereby
amended, in the heading of that Chapter, by the substitution
for the words, “OTHER THAN COMPANIES”. of the
words, “OTHER THAN COMPANIES AND TAX CRE-

DITS ™.

11. Section 32 of the principal enactment is hereby
amended as follows :—

(1) in subsection (2) of that section, by the repeal of
paragraph (iii), paragraph (iv), and paragraph (v)
thereof, and the substitution therefor, of the follaw-
ing paragraphs : —

“ (iii) PART ITA of the First Schedule to this Act
in respect of the year of assessment commenc-
ing om April 1, 1984 ; or
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] Inland Revenue (Amendment)
Act, No. 22 of 1990

{iv) Part IIB of the First Schedule to this Act in
respect of the vear of assessment commene-
ing on or after April 1, 1985 ; or

(v) Part IIC of the First Schedule to this Act in
respect of any vear of assessment commene-
ing on or after April 1, 1986, but prior to
April 1, 1988 ; or

(vi) Part IID of the First Schedule to this Act in
respect of any year of assessment commene-
ing on or after April 1, 1988.” ; and

(2) by the repeal of subsection (3C) of that section, and
the substitution therefor, of the following

subsection :—

“ (3¢) Where the taxable income of any person
mecludes any capital gain arising {rom the change
of ownership of any immovable property acquired
by thet person by way of gift or inheritance from
any other person, the date of acquisitioﬁ of such
- properiy by the first mentioned person shall, for
the purposes of subsection (3A) or subsection (3s)
of this seection or of sub-paragraph (xvi) of para-
graph (a) of section 14, be deemed to be the date of
acquisition of such property by the second
mentioneg person, .

12. The following section is hereby inserted immedia-
tely after section 32D of the principal enactment and shall
have effect as section 32F of that enactment :—

“Tax credit 32e. There shall be deducted from the in-
gﬁalﬁrsgﬁtix come tax payvable for any vear of assessment
from em- commencing on or affer April 1, 1990, by
ployment. any individual, not being an individual to

whom the provisions of subsection (7) of
section 67 apply, whose assessable income for
that year of assessment includes profits frem
any employmentt {other than such pari of
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Act, No. 22 of 1990

-

such profits as consists of any sum referred
to in section 32(2)), an amount equal %o nine
hundred rupees or the amount of income tax
which is attributable to such profits from
employment whichever is less.

For the purpnses of this section the amount
of income tax which is attributable to the
profits from employment of any individual
for any year of assessment commencing on
or after April 1, 1990, shail be the sum which
hears to the income tax payable by that in-
dividual for that year of assessment the sanie
proporticn as the proportion which the pro-
fits from employment of that individual for
that year of assessment bear to the assess-
able income of that individual for that year
of assessment."”.

13. Section 33 «f the principal enactment is hereby
amended as follows :—

(1) in subsection (1) of that section—
() by the substitution in sub-paragraph (i) of
paragraph (b) of that subsection, for the
words and figures, “ commencing on April 1,
1979, and ", of the words and figures “com-
mencing on April 1, 1879 ;" ; -

{(b) by the substifution, in sub-paragraph (ii) of
paragraph (b) of that subsection, for the
words and figures, “ commencing on or after
April 1, 1980;”, of the words and figures
“ commencing on or after April 1, 1980, but
prior to April 1, 1990; and;”;

(¢) by the insertion, immediately after sub-para-
graph (ii) of paragraph (b) of that subsecc-
tion, of the following new sub-paragraph : —

¢ (iif) fifteen, if ‘that year of assessment is
any year of assessment commencing
on or after April 1, 1990;”;
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Inland Revenue (Amendment)
Act, No. 22 of 1990

(d) by the repeal of paragraph (c} of that sub-
section, and the substitution therefor, of the
following paragraph: —

“(c) in the case of any public corporation
not less than sevenity five per centum
- of the capital of which is provided by
the Government, other than by way of
loan, for any year of assessment com-
mencing on or after April 1, 1986
(hereinaiter referred to as ‘‘ the rele-
vant year of assessment ), an amount
equal to twenty-five per centum of the
balance of its profits for that year of
assessment after deducting therefrom
the tax payable for that year of assess-
ment under paragraph (o) :

Provided that where the aggregate
amount of any gross dividends distri-
buted in the relevant year of assess-
ment out of the profits on which the
taxable income of such corporation is
computed for any year of assessment
commencing on or after April 1, 1986—

(1) is not less'ﬁhan twenty-five per
centum of such balance, the pro-
visions of this paragraph - shall
not apply ; and

(ii) is less than twenty-five per centum
of such balance, the tax to which
such public corporation is lialle
under this paragraph, for the
relevant year of assessment, shatl
be an amount equal to the excess
of twenty-five per centum of
such balance over such amount
of such dividends.

For the purposes of this paragraph, the
profits of the Insurance Corporation of
Sri Lanka shall be deemed not to in-
clude its profits from the business of
life insyrance.” ; and



Inland Revenue (Amendment) 9
Act, No. 22 of 1990

{2) in subsection (2) of that section, by the omission of
the definition of “ quoted public company ”.

14, Seciion 33B of the principal enactment is hereby
amended a5 follows : —

(1) by the subslitution, in subsection (1) of that section
_for the words from “the advance company tax
which is attributable”, to the end of that subsec-
tion, of the words, “the advance ccmpany tax
which is attributable tc that dividend.” ; and

(2) by the substitution, in subsection (2) of that subsec-
tion for the words, “ advance company tax paid on
such part of that dividend as consists of a qualify-
ing distribution.”, of the words, “advance com-
pany tax which is attributable to that dividend.”.

15. Section 38 of the principal enactment is hereby

amended as follows:—

(1) by the substitution, in subsection (1) of that section,
for the words and figures, “income tax equal to
thiriy-three and one-third per centum where the
dividend is payable on or before March 31, 1980
and inceme tax equal to twenty per centum where
tne dividend is payable after April 1, 1980 ™, of the

words and figures, income tax equal to,

(a} thirty three and one third per cenfum, where
the dividend is payable on or before March
31, 1980 ;

(b) twenty per centum, where the dividend is
payable on or after April 1, 1980, but pricr to
April 1, 1990 ; and

(c) fifteen per centum, where the dividend is pay-
able on or after April 1, 1890”;
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10 Inland Revenue (Amendment)
"~ Act, No. 22 of 1990

(2) in subsection [2) of that section, by the substitution
for paragraph (f) of the following paragraph : —

“ (f) advance company tax paid by other resident
co'npanies in relation to such part of that
~ dividend as is paid out of a dividend refer-
red to in sub-paragraph (ii), or (iii), or (iv)

of paragraph {(d).”; and

(3) in subsection (3) of that sectionm,

(a) oy the substitution in paragraph (a) of that
subsection, for the words, “an amount
equsl to the said fifty per centum ; and”, of
the words, ‘ an amount equal to the said fifty
per centum”;

(by by the substitution for paragraph (b) for, of
the following paragraph:—

“ (b) for any year of assessment commencing
on or after April 1, 1980, but prior to
April 1, 1990, be increased by twenty-
five per centum and he shall be entitl-
ed to deduct from the tax payable by
him, an amount equal to the said
twenty-five per centum, and ¥ ; and

(c) by the insertion, immediately after paragraph
(b) of that subsection, of the following new
paragraph : —

“ (¢) for any year of assessment, commenc-
ing on or after April 1, 1999, be increa-
sed by three-seventeenth per centum
and he shall be entitled to decduct, from
the tax payable by him, an amount
equal to the said three-seventeenth per

centum ;.
Amendment 16. Section 80 cf the principal enactment is hereby
3‘0 . amended in subsection (1) of the section, by the substitu-
gf-i;cxh?pal tion for the words and figures, “ For the purposes of section

enactment. 8 (c) the profits”, of the words and figures, “ For the pur-
' poses of section 8 (¢) and of secticn 33 (1) (¢) the vrofits .
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Ti. The heading appearing immediately before section
85 is hereby amended by the substitution for the words,
“ Companies Related to Tourism, and Exports”, of the
words, “Persons related to Tourism and Exports *,

18. Section 85A of the primcipal enactment is hereby
amnended as follows 1 — :

(1) by the substitution, for the word, “ company * wher-
ever ii occurs, other than in paragraph (b), of the
word, “ perzon” ;

(2) in paragraph (b),

(a) by the substitution, in sub-paragraph (i) of
that paragraph, for the words, “totai profits
and income of that company for that year of
assessment ; and ”, of the words, “total pro-
fits and income of that company for that year
of assessment ” ;

(b) by the substitution, in sub-paragraph (ii) of
that paragraph, for the words, “total profits
and income of that eompany for that year of
assessment ”, of the words, “total profits and
income of that company for that year of
assessment ; and ” ; and

(c) by the addition, imt::ediately after sub-para-
graph (ii) of that paragraph, of the following
sub-pargraph : —

% (iii) in the case of any person other' than a
company, the sum which bears to the
income tax payable by that person for
that year of assessment after the de-
duction of any relief granted under
section 82 or section 83, the same pro-
portion as the export profits and in-
come of that person bear to the total
profits and income of that person for
that year of assessment, ” and

<
(3) in the marginal note to that section, by the substitu-
tion for the words, “companies engaged in ex-
roris. ” of the words “ persons engaged in exports. ",
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19. Section 92 of the principal enactments is hereby
amended by the insertion, immediately after subsection
(2A) of that section of the following new subsection:—

“ (2B) Any such particular as is referred to in subsection
(1) or subscction (2), or subsection (2A), if it relates to
the amount of income from any source, shall—

(a¢) if regular accounts are maintained in relation
to such source of income, he the amount
computed on such accounts; and

(b) if no regular accounts are maintained in rela-
tion to such source of income, be the amount
which the person furnishing the return

_believes in good faith to be the amount of
income derived from that source.”.

20. Section 125 of the principal enactment is hereby
dmended in subsection (2) of that section by the substitu-
on, in poragraph (ii) of the proviso to that subsection,
for all the words and figures from “ For the purpeses of
this paragraph” to the end of that paragraph, of the fol-
Iowing words and figures : —

‘for the purposes of this paragraph “income tax”—

(e) in relation to a company for any year of assessment

commencing on or after April 1, 1985, shall not
include tax payable by that company, under para-
graph (b) or pareagraph (c) of subsection (1) of
section. 33, for that year of assessment; and

(b) in relation to any person, for any year of assessment

commencing on or after April 1, 19490, means, the
income {ax which would have been payvable by
such person for the year preceding that year of
(hereinafter
preceding year) had any profits and income (other
than the net annual value of a residence and any

assessment referred to as: ‘the

subsidy exempt from income tax under this Act)
which were exempt from income tax, under this
Act, or any other law angd in respect of which such

exemption ceased in

such preceding year, been

taken into account in computing the assessable

income of that person for that year of assessment.’.
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21. Section 129 of the principal enactment is hereby
amended in subsection (2) of that section by the insertion,

immediately after paragroph (d), of the following
paragraph :—

“ (dd) It shall be lawful for any officer to recover, from
any defaulter, reasonable expenses incurred by
him in proceeding against such defaulter under
this section, notwiths‘anding that no seizure of
property was effected.”.

22, Section 163 of the principal enactment is hereby
amended as follows :—

(1) by the inserijon, immediately after the definition of
“ owner ”. of the following definition :—

‘ « partnership ” shall not include any disposition,
trust, geant, covenant, agreement, assign-
ment, settlement or other arrangement by
which the share of the divisible profits or the
divisikle loss, of a partner of any partnership
is shared with any other person or partner-
ship ;"

93 Tte First Schedule to the principal enactment is
hereby amended i Part IV of that Schedule, ag follows :—

(1) by the substitution, in paragraph (b) of that Part,
for the words and figures “on or after April 1,
1965—" of the werds and figures “on or after
April 1, 1985 but prior to April 1, 1990— ¥ and

(2) by the addition, at the end of that Part, of the
following paragraph :—

“ (¢) for any year of assessment commencing on
or after April 1, 1990—
Oa the first Rs 200006 .. Nil
On the next Bs. 50,000 .. 5 per centum
On the next Rs. 0000 .. 10 per cextum
On the balance .. 15 per centum?”.

Amendment
of section
128 of the
principal
enactment.

Amendment
of section
163 of the
principal
enactment,

Amendment
of the

First
Schedule

to the
principal
enactment.



Retroa-
pective
effect.

Sinhala
text to
prevail
in case of
inconsis~
tency.

14 Inlund Revenue (Amendment)
Act, No. 22 of 1890

24. (1) Amendment to section 23(1) of the principal
enactment made by section 7 (1) and section 7 (2) of this
Act shall be deemed for all purposes to have come into
force on March 8, 1987,

(2) Amendments to section 32(2) (in so far as it relates
to Part 11D of the First Schedule) and 32(3c) of the
principal enactment made respectively by sections 11 (1)
and 11 (2) of this Act shall deemed for all purpoges to have
come into force on March 25, 1988.

(3) Amendment to section 33(1) (c) of the principal
enactment made by section 13(1) (d) of this Act shall be
deemed for all purposes to have come into force on
December 31, 1985.

(4) Amendments to sections 33B and 38(2) of the
principal enactiment made respectively by sections 14 and
15(2) of this Act shall be deemed for all purposes to have
come into force on September 8, 1988,

25, In the event of any inconsistency between tha
Sinhala and Tamil texts of this Act, the Sinhala text shall
prevail.
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