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" Inland Revcnue (Amendment) Act,
No. 21 of 1994
[Certified on 31st October, 1984}

L. D —O. 60/93
AN Act To aAMEND THE INLAND REVENUE Act, No. 28 oF 1878

BE it enacted by the Parliament of the Dcmocratis
Socialist Republic of Sri Lanka as follows : —

1. This Act may be cited as the Inland Revenus
(Amendment) Act, No. 21 of 1994.

2. Scction 8 of the Inland Revenue Act, No. 28 of 197¢
(hereinafter referred to as the *principal enactment ™}
is hereby amended in  paragraph (e) of that section as
follows : — i

(1) in sub-paragraph (Lxiii) of that paragraph, by the

substiiution tor the words and figures “ J. R. Jaya-
wardene Centre Act, No. 77 of 1988 ; and ”, of the
words and figures, “ J. R. Jayawardene Centre 4K,
No. 77 of 1983 ;" ;

(2) in sub-paragraph (Lxiv) of that paragraph, by the
substitution for the words and tigures * .nstitute
of Suupiy and Mzrerials Management, Sri Lanka
Act, No. 3 ot 1951. 7, of the wnrds and figures,
“Institute of Supoly and Materials Management,
Sri Lanka Act, No. 3 of 1981;”; and

(3) by the addition, immediately after sub-pacazzach
(Lxiv) of that paragraph, of the following sub-
paragraphs : —

“ (Lxv) the Stabhilisation Fund for Tea, Rubber
and Coennut established under Part IV of the

Finance Act, No. 38 of 1971 ;

(Lxvi) the Janasaviya Trust Fund incorporated
under tiie Trust Ordinance (Chapter 96) ;

(Lxvii) the Institute of Bankers of Sri Lankse
estahlished by the Institute of Bankers of

Sri Lanxa Act, No. 26 of 1979 ;

(L..viii) the Overseas Private Investment Corpora-
tion of the United States of America;

(Lxix) the Overseas Economic Co-operation Fund
of vapun; end

(Lxx) the World Conservation Union.”,

2D 82769 (94 09)
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8. Section 9 of the principal enactment is hereby
amended as follows : -

(1) In subsection (1) of that section—
(a) in paragreph (f) of that subsection—

(i) by the repeal of sub-paragraph (iii) of
that paragraph and the substitution
therefor of the following sub-para-
graph :—

“ (iii) any expert, adviser, techniclan or
of’clal who is brought to Sri Lanka
by the Government of Sri Lanka
through any Specialised Agency of
the United Nations Organisation or
the Point Four Assistance Programme
of the Government of the United
States of America or through the
Colomabo Plan Organisation (inclu-
ding its Technical Assistance Bureau)
or through the Asia Foundation or
any other organisation approved by

the Minister as being of a similar
character ; and,

(¢) whose salary or principal emolu-
ment is payable out of the funds
provided by way of grant or

other assistance to the Govern-
ment of Sri Lanka by any such
Organisation, Programme or
Foundation or any other

organisatons as the case may be;
or

(b) whose salary or principal emolu-
ment is not payable by the
Government of Sri Lanka;”;

(i) by the substitution, in sub-paragraph
(viii) of that paragraph, for the words
“by the Asia Foundation:” of the
words “by the Asia Foundation or by

the Overseas Economic Co-operation
Fund of Japan;”; and



Inland Revenue (Amendment) Act,
No. 21 of 1994

(b) in paragrasph (h) of that subsection, by the
substitution for the words “i{he World Bank
or the International Committee of the Red
Cross ; ”, of the words “ the World Bank, the
International Commusitee of the Red Cross or
the World Conservation Union ;” ;

(2) in subsection (2) of ihat section by the substitution
for “he words and figurcs “being an enterprise
with which an agreement has been entered into by
the Greater Cslombo Economic Commission under
section 17 of the Greater Colombo Economic Com-
mission Law, No. 4 of 1978” of the words and
figures, “ being an enterprise with which an agree-
ment has been entered into prior to December 31,
1994 on an application made in that behalf prior to
November 11. 1993 by the Board of Investment of
Sri Lanka under section 17 of the Board of Invest-
ment of Sri Lanka Law, No. 4 of 1978 ; and

(3) by the addition immediately after subsection (2)
of that section of the following subsection -

“ (3) Nothwithstanding the provisions of para-
graph (1) of the proviso to sub-paragraph (iv) of
paragraph (c) of subsection (1) and of subsection
(2) the emoluments of any individual who is not
a citizen of Sri Lanka and who is brought to and
employed by an enterprise with which an agreement
has been entered into by the Board of Invesment of
Sri Lanka under section 17 of the Board of Invest-
ment of Sri L.anka Law, No. 4 of 1978, and which has
opted to be charged with income tax in lieu of the
exemption from income tax granted under such
agreement, shall be exempt from income tax upto
the date of cessation of employment of sucB
individual in such enterprise or the date on which
the exemption {rom income tax granted in respect
of such enterprise would, but for such option, have

~ ended, which ever is the earlier.”.

4. Section 11 of the principal enactment i hereby Amendment

amended as follows :— gf S&:.tlon 11
i ion— incipal

(1) in paragraph (a) of that section 2’;;; ipal

(a) by the substitution for the words and figures,
“an agreement has been entered into by the
Greater Colombo = Economic Commission
under section 17 of the Greater Colombo
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Economic Commission Law. No. 4 of 1978",
of the words and ligures ** an agreement has
been entcred into by the Board of Invest-
ment of Sri Lanka under section 17
of the Board of Investment ¢f Sri Lanka Law,
No. 4 ot 1978, being an agreement which has
been entered isto prior to December 31, 1994,
on au apphecation made in that behalf prior
to November 11, 1333,” and

(b) by the repeal of sub-paragraph (ii) of that
paragraph and the substitution therefor of
the following sub-paragraph:—

“ (ii) to any person, who is not resident in
Sri Lanka notwithstanding anything
to the contrary in subsection (1) of
saction 32L of this Act;”

(2) in paragraph (cc) of that section, by the substitu-
tion for all the words from * received by that coms-
pany” to the erd of that paragraph of the words
and figures “ received by that company through one
or more intermediary companies during the period
for which the dividends referred to in paragraph
(«) or paragraph (b) are exempl {rom income tax
or within two years thereafter, if the first men-
tioned dividend is paid during the year of assess-
ment in which the second mentioned dividend was
received or within one year thereafter; and”.

5. Section 14 of the principal enactment is hereby
amended in paragraph (a) of that section, as follows:—

(i) in sub-paragraph (xxii) of that paragraph by the
substitution for the words “in the secondary
market. ” of the words “in the secondary market ;”
and

(ii) by the addition, at the end of that paragraph, of the
following sub-paragraph :—

“ (xxiii) the relinquishment or transfer of any
right to a share received under a rights issue
nf a quoted public company.”.

6. Section 15 of the principal enactment is hereby
amended as follows : — '

. : K

(1) in paragraph (cc) of that section by the substitu-
tion for the words “the profits and income earned

In eny yecar of assessment in - fcreign currency ”,
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of the words and figures “ the profits and income
earned in any year ol assessment commencing prior
1o &pril i 1995, i» foreizt, currency,”;

(2) in paragraph (ccc) of that section by the substitu-
tion for the words “ the emoluments and fees earned,
in any year of assessment in foreign currency ” of
the words and figures * the emoluments and fees
earned, in any year of assessment commencing prior
to April 1, 1995 in {oreign currency ”;

(3) by the repeal of parugraph (j) of that section and
bv sukstitution thercior of the loliowing para-
graph:— -

“ (j) any royalty received by a non-resident person
irom a company with which an agreement
lias been eatered into by the Board of [nvest-
ment of Sri Lanka under section 17 of the
Board of Investment of Sri Lanka Law, No. 4
ot 1943 (hewng an agreement which has been
entered into prior to December 31 1994, on
an application made in that behalf prior to
Nevemoer i1, 1933), in respect of any period
during which the profits and income of that
company ai¢ exemyp! from income tax under
the terms of thal agreement :

Piovided that where such company opts,
in licu of the ctxemption from income tax
under the terms of such agreement, to be
charged with inceme tax, the exemption from
income tax granted by this paragraph shall
apply to any royalty received by any non-
resident person [rom such company in respect
of the period during which, the profits and

* A income of such company would, but for such

option, have been so exempt from income

tax ;”; and
{4) in paragraph (w) of that section, by the substitu-
tion focr the words and figures “from the sale,
before April 1 1994 of anv share,” of the words

“from the sale of any share”.

7. Section 17a of the principal enactment is hereby
amended in paragraph (a) of subsection (2) of that section
by substitution for the words “an undertaking for tha
cultivation of sugar cane;”, of the words *“ an undertaking
for cultivating land with any plants of whatever description
other than tea, rubber, coconut or paddy ;.

Amendment
of section
17a of the
principal
enuctment,
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%ﬂg},g’(ﬁfﬁp 8. Section 17rF of the principal enactment is hereby

of the amended in paragraph (a) of subsection (3) of that section
principal ——
chactinemd as follows: |
(1) in sub-paragraph (i) of that paragraph, by the subs-
titution for the words and figure * section 3 (other
than any profits and income from the sale of any
capital asset) of that undertaking,”, of the words
and figure “section 3 (other than any proﬁts.and
income from the sale of any capital asset or from
the purchase and resale of any o her good or com-
modities) of that undertaking”; and
(2) in sub-paragraph (ii) of that paragraph, by the subs-
titution for the words, *the annual average of such
profits and income of that underaking”, of the
words “the annual average of such profits and
inco:ne as are referred to in sub-paragraph (1), of

that undertaking *.

9. Section 20 of the principal enactment is hereby
Amendment ;
of ::cﬁox? 20 amended in paragraph (b) of subscction (1) of that section.

of the as follows :—
principal
enaciment. (1) in sub-paragraph (i) of that paragranh, by the subs-
titution for the words and figures “ after November
15, 1978 ; or”, of the words and figures “after
November 15, 1978, but prior to March 31, 1995,
on an application in writing made in that behalf
prior to November 11, 1993; or”; and
(2) in sub-paragraph (iii) of that paragraph, by
the substitution, for the words “by Order
published in the Gazeite, ” of the words * by Oraer
published in the Gazette prior to March 31, 1995, on
an application in writing in that behalf made prior
to November 11, 1993, .
10. Section 20B of the principal enactment is hereby
Amendment
of section 20B
gf_muc‘fp o amended as follows : —
LWMt- (1) by the substitution, for the words ‘ There shall be

exempt from income tax”, of the words and figures
“There shall be exemnt from inceme tix for any
vear of assessment ending on or before March 31,
1995 ” ; and



Inland Revenue (Amendment) Act, 7
No. 21 of 1994

(2) in the proviso to that section by the substitution for
all the words from “the exemption granted under
this section shall apply if—” to the end of that
proviso of the following:— ;

“the exemption granted under this section shall
apply if such supzly is covered by a letter of credit
opened in a bank in Sri Lanka or such other docu-
mentary evidence as is required to satisfy himself

- that the exports relating to such supply were in
fact made, is adduced. ”.

17. Section 20c of the grincipal enactment is hereby

amended as follows :—

(1) by the substitution in subsection (1) of that section
for the words and figures “ any year of assessment
commencing on or after April 1, 1988”, of the words
and figures “any year of assessment commencing
on or afier April 1, 1988 but ending on or before

March 31, 1995 ;

(2) by the substitution in sub-paragraph (iv) of paragraph
(b) of subsection (2) of that section for the words
and figure “pavagraph (¢} of section 3”7, of the
words and figure “ paragraph (a) of section 3 ; and ”;

(3) by the addition, immediately after paragraph (b) of
that subsection, of the followimg paragraph:—

“ (c) “goods” shall, for the year of assessment
commencing on April 1, 1994, not include any
goods which are not used either in the manufacture
of any commodity for export or in the packaging of

such commodity for export.’.

12. Section 23 of the principal enactment is hereby
amended in subsection (1) of that section as follows :—

(1) in paragraph (eee) of that subsection—

(a) in sub-paragraph (ii) of that paragraph by the
substitution for the words and figures
“acnuired by such person on or after April 1,
1987 but prior to April 1, 1993, and arising out
of its use ”, of the words and figures
“aecquired by such person on or after April 1,
1987 and arising out of its use,”;

Amendment
of section 200
of the
principal
enactment.

Amendment
of section 23
ot the
principal
enactmens.
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{b) by the repeal of sus-paragraph (iia) of that
paragraph ; and

{c) in the proviso to that paragraph, by the subs-
titution, for the words and figures “ referred
to in sub-paragraph (i) or sub-paragraph (ii)
or sub-paragraph (iic) or sub-paragrapn
(1i) ”, of thc words and fizures “ referred to
in sub-paragraph (i) or sub-gcragraph (ii)
or sub-paragraph (ii) ”; and

{2} by the insertion immediately after paragraph (eeee)
- of *kat subsection of the Iollowing paragraph:—

¥ {eeece) an allowance in respect of any computer
software acquired by him during the
pericd of which the profits and income
are being ascertained and used by him
in any trade, business, profession, or
vocation carried on or exercited by him,
such allowance being an amount equal,
to thirty-three and one-third per-
eentum of the cost of acquisition of such
L 988 =55 " compuier software :

Provided thai no deduction under
the preceding provisions of this para-
graph shall be allowed to any person in
respect of any computer software if the
total of the aliowances granted in the
preceding ye:rs of assesmsent, in
respert of such computer software is
equal t, the oost of acquisition of such

crs A computer sofiware. ”.

 sunendment 43. Section 23a of the principal enactment is hereby
gx ‘g‘f‘m 232  amended in paragraph (c) of subsection (3) of that section
waincipal as foilows :—
{1) in subparagraph (i) cf that paragraph, by the subs-
tltution, for the words “ commodity in Sri Lanka is
eertified by the Export Development Board to be 7,
@f the words * commodity in Sri Lanka is”;

{2) in sub-paragraph (ii) of that paragraph. by the subs-
titution, for the words “ commodity in Sri Lanka is
certified by the Export Development Board to be
of the words “ commodity in Sri Lanka is .
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#4. Section 24 of the principal enactment is hereby Afmen;’i'menzt4
] ] _ of section
@&mended in subsection (1) of that section as follows :— of the
principal

(1) in paragraph (q) of that subsection, by the substitu- enactment.

tion for the words and figures “ entered into by him
on or after April 1, 1987 but prior to April 1, 1993
in any year ”, of the words and figures " entered into
by him on or aiter April 1, 1987 1.1 any year ” ; and

{2) by the repeal of paragraph (gq) of that subsection.

15. Section-29 of the principal enactment is hereby Amendment
amended, by the inserticn immediately after  subsection gi tsﬁgm’n 29

{3a) of that section, of the following subsection : — principal
enactment.

“ {3B) (@) Where any enterprise, with which an agree-
ment has been entered into by the Board of
Investment of Sri Lanka under section 17
of taz Boara of Ilnvestment of Sri Lanka
Law, No. 4 of 1978 and of which the profits
and income aie exempt from income tax
under the terms of such agreement and
which opts in lieu of such exemption, to be
charged with incom: tax, has incurred any
loss which if it had been a profit would have
been exera:: fron: income tax under such
agreement for any year of assessment
during the three year period commencing
on April 1, 1991, there shall be

deducted from the total statutory income of

such enterprise for the year of assessment

commencing on April 1, 1994, the excess, if

any of—

(1) the total of any such losses incurred by
such enterprise during the said three

year perio.d, over

(3i) the total of any profits and income of
that entefprise as were exempt
durir2 the said three year period;

{b) where the entirety or any portion of the
balance ef such loss referred to in para-
graph (a) cannot be deducted from the
total statutory income of such enterprise



Amendment
of section 32
of the
principal
enactment.

Amendment
of section
32EE

of the
principal
enactment,

10 Inland Revenue (Amendment) Act,
No. 21 of 1994

for the year of assessment commencing on
April 1, 1994, such entirety or portion shall
be deducted from the total statutory income
of the enterprise for the next succeeding
year of assessment and so on.”.

16. Section 32 of the principal enactment is hereby

amended in subsection (1) of that section:—

(1) by the substitution in sub-paragraph (vii) of para-
graph (a) of that subsection, for the words and
figures “commencing on or aftespril 1, 1992
at the appropriate rate ", of the words and figures
“ commencing on or after April 1, 1992, but prior
to April 1, 1994, at the appropriate rate”;

(2) by the addition, immediately after sub-paragraph
(vii) of paragraph (a) of that subsection, of the
following sub-paragraph :—

“ (viii) in respect of any year of assessment com-
mencing on or after April 1, 1994 at the appro-
priate rate specified in Part 11F of the First
Schedule to this Act;”.

17. Section 32ee of the principal enactment is hereby
amended in paragraph (a) of that section as follows :—

(1) by the substitution in sub-puragraph (i) of that para-
graph, for the words and figures “the year of
assessment commencing on April 1, 1991, and ”, of

the words and figures “ the year of assessment com-
mencing on April 1, 1991;”;

2) by the substitution in sub-paragraph (ii) of that para-
grapn. i tne words aad hig.tres © any vear of assess-
ment commencing on or after April 1, 1992, or”
c? ke words and figures “ any year of assessment
commencing on or a:ter April 1, 1992 but prior to

April 1, 1994, and ”;

(3) bv the addition immediately after sub-paragraph (ii)
=t that paragraoh. of the following subpragraph :—
" (i) eix thousand rupees, if such year of assess-
™ent 1s anv vear of assessment commencing on or
after april 1, 2994 or ”;
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18. The following new Chapter is hereby inserted
Immediately atter Chapter VILL and shall have effect as
Chapter VIIIa of the principal enactment.

‘CHAPTER VIIIa

Sprrcral, ProvisiON RELATING TOo THE TAxA-
TION OF QUALIFIED ExPORT PROFITS AND
DIVIDENDS OUT OF SUCH PROFITS

ﬁi?mgf fax 32F. (1) Where an exemption from income
g;lo gépgxf-t tax for a period of Sve years has been granted
companies to a company under paragrarh (b) of sub-
I’;’,“‘f"o*}egﬂt section (1) of section 20 and the unexpired
;;e,;" ption part of such period of five years is, on April
Income tax,

1, 1994, not less than four years, such com-
pany may, by communication in writing
addressed te the Commissioner General

before Decermnber 31, 1994, opt to forego the
exemption to which such company is entitled
under that paragraph and to be charged
with income tax for the unexpired part of
such period.

(2) Where a conipany exercises the option
referred to in subsection (1), it shall cease
to be entitled to anyv exemption from income
tax under paragraph (b) of subsection (1)
of section 20 in respect of the balance part
of the period for which it was exempted
from income tax under that paragraph and
where the taxable income of such company
for any year of assessment commencing on
or after April 1, 1994, but prior to April 1,
2014, includes any export profits and income
from any undertaking approved under
paragraph (b) of subsection (1) of section
20, then, such part of such taxable income as
consists of such export profits and income
shall notwithstanding anything in this Act,
be chargeable with income tax at the rate of
ten per-centum,

For the purpose of this section *export
profits and income” shall have the same
meaning assigned to it in subsection (2) of
section 20.

Insertion of
new Chapter
VII1a in the
principal
enactment,
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32c. Where any person (not being a
company) commences after November 10,
1993 to carry on any specified undertaking
ar.d the taxakle income of that person for
any year of &ssessment commencing on orF
after April 1, 1994 but prior to April 1, 2014
includes any qualified export profits and in-
come such part of the taxable income as con-
cists of such gual:Sed export profits and in-
come shall, usbject to the provisions of this
Act, be chargeable with income tax at the
rate of fifteen per centum including such
part or entirty of such qualified export pro-
fits and inceme as i3 in excess of the taxable
income which is cnargeable with income tax
at. the rate of ten per centum,

32n. Where any company commences after
November 10. 1993 to carry on any si.ecified
undertaking and the taxable income of that
export profits and income the taxable
commencing on or after April 1. 1994 but
prior to April 1, 2014 includes any qualified
export profits and income the tax able
such part of income as consists of such
qu :lified export profits and income shall nct-
withstanding anything to the contrary in
this Act. be chargeable with income tax at
the rate of fifteen oer centum,

323. Where any person other than a person
referred to in sectinon 326 not being a company
ai.d the taxagle income of such person for any
year of assessment commencing on or-after
April 1, 1995 but prior to April 1, 2015, includes
any qualifitd export profits and income frum
~any specified undertaking such part of the
taxable income as consists of such qualitied
export profits and income shall, subject to the

provisions of this Act, be chargeable with
income tax at the rate of fifteen per centum
including such part or the entirety of suen
qualified exgort profits and income as is in
excess of tne taxunle income which is
chargeable with income tax at the rate of
ten per ceitim, ’ '
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32k, Where the faxakbie income of any
company. cther than a company referred to
in section 32n, for any year of
assessment commencing on or after April 1,
1993, but prior to April 1, 2015, includes any
qualified export profits and income, from any

specified undertaking such part of such
taxable income as consists of such qualified
export profits and income shall, notwithstan-
ding anything to the contrary in this Act, be
chargeable with income tax at the rate of
per centum.

32L. (1) Where the taxable income of any
person (other than a company) for any year
of assessment includes any dividend—

(i) being a dividend—

(¢) out of the export profits and
income of any company
referred to in section 32r paid
during the period in which
such profits and income are
taxable at the rate of ten per-
centum, or within one Yyear
thereafter ; or

(b) out of the profits and income 0f
any company which has
entered into an agreement with
the Board of Investment of
Sri Lanka under section 17 of
the Board of Investment of Sri
Lanka Law, No. 4 of 1978 being
profits and income in respect of
which such company, has in
lieu of the exemption granted
tn it under such agreement,
opted to be charged with in-
come tax at the rate of ten per
centum, paid during the period
for which such profits are so
charzeable with income tax
or within one year thereafter ;
or
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(ii) heing a dividend paid by any
company out of such dividend
received by that company as
is referred to in paragraph
(i) (a) or paragraph (i) (b), it
the first mentioned dividend is
paid during any year of assess-
ment in which the second
mentioned  dividend was
received by that company, or
within one year thereafter ; or

(iii) being a dividend out of any such
dividend as is referred to in
paragraph (i) (a) or paragraph

(i) (b) received by any com-
pany through one or more
intermediary companies during
the period for which the pro-
fits and income out of which

the dividends referred to in
paragraph (i) (a) or para-
graph (i) (b) are paid are
taxable at the rate of ten
per centum or within two vears
thereafter, and paid by such
comparny within one year from
the date of receipt of the first
mentioned dividend by such
company,

such part of the taxable income as
consists of such dividends shall not-
withstanding any thing to the
contrary in this Act be chargeable
with income tax at the rate of ten
per centum.

(2) Where the taxable income of any
person (other than a company) for any year
of assessment includes any dividend—

(i) being a dividend—

(2) out of the qualified export profits
and income of any company
referred to in section 32m and
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32K paid during the period in
which such profits and income
are taxable at the rate of
fifteem per centum or within
one year thereaiter ;

(b) out of the qualified export profits
and income of any company
which has entered into an
agreement with the Board of
Investment of Sri Lanka under
section 17 of the Board of

% . Investment of Sri Lanka Law,
No. 4 of 1978, other than any
egreement entered into prior
to December 31, 1994, on an
application made in that be-
half prior to November 11,
1993, being profits and income
in 1cspect of which such com-
pany has paid income tax at
the rate of fifteen per centum
paid during the period in
which such profits and income
are chargeable with income
tax at the rate of fifteen per
centum or within one year
thereafter.

(1i) being a dividend paid by any company
out of such dividend received by that
company as is referred to in para-
graph (i) (e¢) or paragraph (i) (b),
if the first mentioned dividend is paid
during any year of assessment in
which the second mentioned dividend
was received by that company or
within one year thereafter ; or

(lii) being a dividend out of any such
dividend as is referred to in para-
graph (i) (a) or paragraph (i) (b)
reccived by any company during
the period for which the profits and
income out of which the dividends
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1eferred to in paragraph (i) (a) or
puragraph (i) (b) are paid are tax-
ab.e at the rate of fifteen per centum
or within two years thereafter,
and paid by such company within
one year fiom the date of receipt of
the first mentioned div.dend by such
company,

such part of the taxable income as consists
of such dividend, shall, subject to the provis-
ions of this Act ke chargeable with income
tax at the rate of fifteen per centum includ-
ing such part or the entirety of such income
from dividend as is in excess of the taxable
income which is chargeable with income
tax at the rate of ten per centum.

(3) Subject to the provisions of section 33
where the taxable income cf any company
includes anv dividend referred to in sub-
section (1) or subsection (2) the rate of
income tax applicable to such part of such
taxable income as consists of such dividend
shall be fitteen per centum.

32M. (1) Where any person or partnership
who ar which carries on any undertaking
for the production or manufacture and sup-
ply. to any specifiel undertaking referred
to in sub-naragrapl: (i) of paragraph (d) of
section 32—

(a) of anv comrrodities (other than black
tea in bulk, crepe rubber, sheet rub-
ber, scrap rubber, coconut oil, desic- -
cated coconut (other than desi-
cated cocorut manufactured by
usimg continuous scale automated
process technology and marketed
with a quality guarantee) copra,
fresh coconut, coconut fibre or such
other commod’ty as may be specifi-
€d by the Minister bv notice publi-
shed in the Gazette, for export by
tuch specified undertaking withou?
jurther product'on or manufacture
by such specified undertaking, or
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(b) of aay goods for the production or
manufacture by such specilied une
dertaking of any commodity for
export by such specified undertak-

irg,

the profits end income from such supply
(being praiits and income within the mean-
ing of paragraph (c) of section 3 other than
any profits and income from the sale of
capital assets), shall be chargeable with
income tax in accordance with the succeed-
ing provisions of this section.

(2) Where any person referred to in
subsection (1) is a company (including a
compsny being a partner of any such
partnership) and the taxable income of such
company for any year of assessment coms-
mencing on or after Avoril 1, 1935, includes
profits and income referred to in subsection
(1) of this section then such company shall
be chargeable w.th income tax at the rats
of fifteen per centum in respact of such pro-
fits and income.

(3) Where any person referred to in
subsection (1) is an individual (including
ari individual being a partner of such
partnership) and the taxable income of such
individual for any year of assessment coms-
mencing on or after April 1, 1635 includes
profits and income referred to in subsection
(1) then such individual shall, subject to
the provisivns of this Act be chargeabls
with income tax at the tate of fifteen per
centum including such part or entirety of
such profits and income as is in excess of the
taxable income which is chargeable with
income tax at the rate of ten per centum,

(4) The provisions of subsections (1), (2)
and (3) shall apply if the supply referred t®
therein—

$—D 032769 (94/09)
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(a) Is made during the period for which
the taxable income of the person
who, or of any partner of any part-
nership which, carried on the speck
fied undertaking referred to in sub-
section (1) is chargeable with in-
corne tax in accordance with the
provisions of this Chapter,

(b) is a supply in respect of which such
documentary evidence as is required
te satisfy the Commissioner-General
that the exports relating to such
supply were in fact made, is adduced.

32N. (1) Where any resident company or
any partnership in Sri Lanka which, carries
on or exercises and trade, business, profession
or vocation. earns in any year of assessment
ccmmencing on or after April 1, 1995, any
profits and income in foreign currency in
respect of services rendered in that year of
assessment, by such company or by such
partnership outside Sri Lanka in the course
of carrying on, exercising or carrying out
such profession, vocation or any construction
preject in the course of carrying on any
trade or business, and such profits and in-
come so earned (less such amount as the
Commissioner-General considers to be
reasonable expenses) are remitted to Srf
Lanka by such company or by such partner-
ship, such profits and income shall, notwith-
standing anything to the contrary in this
Act, be chargeable with income tax In
accordance with the succeeding provisions
of this section.

(2) Where the taxable income of any
company referred to in subsection (1) for
any year of assessment commencing on or
after April 1, 1995, includes profits and in-
come referred to i subsection (1) then such
company shall be chargeable with income
tax at the rate of fifteen per centum in res-
pect of such profits and income.
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(3) Where the taxable income for any
year of assessment referred to in subsection
(1) of any partner of any partnership (not
being a company) includes any profits and
income refecred to in subsection (1) which
accrued to him by way of his share of
profits from such partnership, such profits
and income shall, subject to the provisions
of this Act be chargeable with income tax at
the rate of fifteen per centum including such
vart or the entirety of such profits and
income as it in excess of the taxable income
which is chargeable with income tax at the
rate of tcn per centum.

32p. (1) Where any {individual or any
partnership in Sri Lanka, earns in any year
of assessment commencing on or after April
1, 1995, any emoluments and fees in foreign
currency in respect of services rendered in
Sri Larka by such individual or by such
partnership in Sri L.anka to any person oOr
partnership outside Sri Lanka, in the course
of any profession, or any vocation in the
field of literawure or fine arts, carried on or
exercised by such individual or by such
partnership in Sri Lanka but not in the
course cf employment under such person or
partnership outside Sri Lanka, and such
ernolumeonts and fees are remitted to such
individusl or to such partnership in Sri
Lanka through a bank, such emoluments and
fces, shail not withstanding anything to the
contrary in this Act, be chargeable with in-
come tax in sccordance with the succeeding

provisions of this section.

(2) Where the taxable income for any
year of assessment referred to in subsection
(1), of any individual includes any emolu-
ments znd fees referred to in subsection (1)
earned hy him or which accrued to nim by
way of his share of profits from any partner-
ship in Sri Lanka referred to in subsection
(1) such emosluments and fees shall, subject
to the provisions of this Act be chargeable
with income tax at the rate of fifteen

9



20

Interpretation.

Inland Revenue (Amendment) Act,

No. 21 of 1994

per centum including such part of the
entirety of such emoluments and fees as is
in excess of the taxable income which is

chargeakle with income tax at the rate of
ten per centum.

32Q. For the purposes of this Chapter—

(a) “qualified export profits and income ®
in reiation to any person means the
sum which bears to the profits and
income (within the meaning of
paragraph («) of section 3 after
excluding therefrom any profits and
income from the sale of gems and
iewellery and any profits and ine-
come from the sale of capital assets)
for that year of assessment from any
specified undertaking carried on by
such person, ascertained in
accordance with the provisions of
this Act, the same propor:ion as the
export turnover of that undertaking
for tl.at vear of assessment bears to
the total turnover of that undertak-
ing for that year of assessment ;

(0) “export turnover” in relation to any
specified undertaking means the
total amount recejvable, whether
received or not, by that undertaking
from the export of goods or commodi-
ties or from the provision of any
service referred to sub paragraph (ii)
of varagraph (d), but does no#
incluce—

(i) any amount receivable, whether
received or not, from the
export of gems or jewellery or
from the sale of any capital
assets ;

(ii) any anmount receivable, whether
received or not, from the
expert of black tea in bulk,
crepe rubber, sheet rubben
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scrap rubber, coconut oil,
desiccated coconut (other than
desiccated coconut manufactur-
ed by using continuous scale
automated process technology
and marketed with a quality
guarantee), copra, fresh
coconiuts, coconut fibre or such
other commodity as may be
speciiied by the Minister by
Notice published in the
Gazette; or

(iii) any pr.fits and income not being
profits and income within the
meaning of paragraph (a) of
seclion 3 ;

(c) “total turnover ” in relation to any
specified undertaking means the
toia] amount receivable, whether
raceived or not, by that undertaking
from any trade or business carried
on by that undertaking but does not
include any amount receivable,
waether received or not, from the
sale of capital assets, gems or
Jjewellery or any profits and incoma
not being profits and income within
the meaning of paragraph (a) of
section 3 ;

(@) " specified undertaking” means any
undertaking which is engaged in—

(i) the export of nan-trad:tional
goods manufactured, produced
or purchased by such under-
taking ; or

€l1) the performance of any service
of ship repair, ghip breaking,
repair and refurbishment of
marine cargo containers, pro-
vision of ocomputer software,

* computer pregrammes, eOmMm-
puter ewsterns or recseding
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computer data, or such othexy
services as may be specified by
the Minister by Notice publie
shed in the Gazette, for pay-
ment in foreign currency.

For the purposes of this
section “ non-traditional
goods” means goods other
than black tea in bulk, crepe
rubber, sheet rubber, scrap
rubber, coconut oil, desiccated
coconut (other than desiccated
coconut manufactured by
using continuous scale auto=
mated process technology and

. marketed with a quality
guarantee), copra, fresh coco-
nuts, coconut fibre or such
other commodity as may be
specified by the Minister by
Notice pubplished in the
Gazette.’.

19. Section 33 of the principal enactment is hereby amend
ded in subsection (1) of that section, as follows : —

(1) in paragraph (ii) of the proviso to paragraph (b) of
that subsection, by the substitution, for the words
and figures “ commencing on or after April 1, 1991 ;

and”, of the werds and figures, “ commencing on or
alter April I, 1991 ;”; and

(2) by the addition, immediately after the proviso td
paragraph (b) of that subsection, of the following
proviso : —

“ Provided further that any comprany shall not be
liable to pay tax under paragraph (h) on any gross
dividend distributed by such company in any year
of assessment to a company or body of persons who
or which is exempt from income tax under para-
graph (a) of section 8.”.

20. Section 33a of the principal enactment
amended as follows : —

is hereby :

(1) by the repeal of subcertion (2) of that section, and
the substituuon. of the following subsection there-
for ' —
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“ (2) Every resident company shall be entitled to
deduct from any quartely instalmen treferred te
in section 97 of income tax payable by it—

(a) under section 33(1) (a), or

(b) under section 32F or section 32H or secs
tion 32K

for any year of assessement commencing on or after
April 1, 1988, the advance company tax paid by it in
that year of assessment, but prior to the date on
which such instalment is required to be paid under
section 97, such deduction shall not exceed fifty per
centum of the aggregate of the tax payable under—

(i) section 33(1), and

(ii; section I2r or section 32H or section 32w
by that company in that year of
assessment. ”’; and

(2) In subsection (3) of that section, by the substitution
for the words and figures irom “ in accordance with
the provisions of section 125(2) (iv) ” to the end of
that subsection, of the words and figures, “ in accor=
dance with the provisions of paragraph (iv) of the
proviso to section 125(2) from the tax payable under
section 33 (1) {a) or under section 32F, or section
321t or scction 32x by that company for the next
succeeding vear of assessment and so on, so how-
ever, that the total amount deducted on account
of advance company tax from the tax payable by
that company under section 33 (1) (a) or under sec-
tion 32F, or section 32H, or section 32K for any year
of assessment shall not exceed fifty per centum of
the tax vayable wnuier section 33 (1) (a) or under
section 32F, or section 32H, or section 32K, by that
company for that year of assessment.”,

21. Section 33c of the principal enactment is hereby Amenda

amended as follows : — ment of
section 33¢
(1) in sub-paragraph (c) of paragraph (1) of that section-— cgrinthgpnl
enactment

(a) by the inserticn, immediately after item (iii),

_of that suo-paragraph, of the following
“ jtem { =
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“ (iiie) dividends in relation to which
dvance ¢ompany tax has been paid
at twenty-seven per centum ; 7 ; and

(b) by the addition immediately after item (iv) of

that sub-paragraph, of the following new
items : —

“ (iva) dividends in relation to which advance

company {ax has been paid at eight per
centum ;

(ivb) dividends in relation to which advance

company tax has been paid at five per
centum ;" ; and

(2) in paragraph (2) of that section, by the repeal of sub-
paragraph (b) of that paragraph and the substi-
tution thereior of the following sub-paragraph :—

“ (b) profits and income taxable—
(i) under section 32F.
(ii) under secction 32H.
(ili) under section 32k.

(iv) at the rates other than those specified in
the second Schedule to this Act; and ™.

22. Section 38 of the principal enactment is hereby
amended as follows :—

(1) in subsection (1) of that section, by the substitution,
for the words “ any dividend payable to any share-
holder in the form of money ”, of the words, “any
dividend payable to any shareholder, other than
any shareholder whose profits and income are ex-

empt from income tax under paragraph (a) of sec-
tion 8 in the form of money ” ;

{2) in subsection (2) of that section—
(i) in paragrarh (d) of that subsection—

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

“ (iia) dividends received in relation te
which advance company tax has

been paid a2t twenty seven per
centum ;" : and
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(b) by the inseition immediately after sub-
paragraph (iv) of that paragraph of the
following sub-paragraphs:—

“ (iva) dividends received in relation
to whica advance company tax
has been paid at eight per
centum ;

(ivb) divide::ds received in relation to
which advance company tax has
teen paid at five per centum ; and

(if) in paragraph (f) of that subsection, by the
substitution, for the words and figures “ refer-
red to ir: sub-paragruph (ii), or (iii), or (iv)
of paragraph (d) ”, of the words and figures,
“rtferred to in sub-paragraph (ii), or (iia),
(iii), or (iv), or (iva), (ivh), of paragraph
(d)”;

(3) in subsection (2a)of that section—

(a) by the substitution, in paragraph (ii) of that
subsection ,for the words and figures, * com-
mencing on or after April 1, 1988.”, of the
words and figures, “ commencing on or after
April 1, 1988,”, and

(b) by the addition, immediately after paragraph
(ii) of that subsection, of the following para-
graph :—

“ (iii) any payments made in that year of
assessment, in respect of tax under sec-
tion 32r or section 3213 or section 32r
for any year of assessment commencing
on or after April 1, 1994.”.

23. Section 85A of the principal enactment is hereby g?nﬂ-f

amendeaod as follows : — scction Sl
of the

(@) by the re-numbering of that section as subsection Principal
(1) of that section, cnastescnd.

(b) by the addition immediately after subsection (1) of
~ - that section of the following subsection : —
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“ (2) the provisions of this sectton shall not apply to &
person—

(a) to whom the provisions of section 32r, or 32 0%
32H apply ;

(b) to whom the provisicns of section 323 o2
section 32k apply.’.

Amendment 21. Section 113a of the principal enactment is hereby

:i atelf::'1 on 1132 amended in subsection (1) of thatl section, by the substitu-

principal tion for all the words from “ For the purposes of a deduc-

enactment  tign ? o “in any year of assessment,”, of the following
words : —

‘For the purposes of a deduction wunder this section
“Interest ” means such part of—

(a) the intcrest received by a persor chargeable with
income tax from a bank or financial institution ; o®

(b) any sum of money received by such person as
interest sr discount in respect of a bond issued by
a bank or financial instituiion not being a sum of
money received as iaterest or discount on—

(i) a government security held by any person,

(ii) a treasury bill held by any person other thanm
the Central Bank of Sri Lanka,

in any year of assecssment,’,

Replacement 25. Section 113r of the vrincipal enactment is hereby
g{;:c otfi‘:;:e repealed and the following sectinn substituted therefor :—

principal

enactment, “fcﬁlffpgx?tion 113r. For the purposes of this Chapter the
P income tax attributable to 'the official

emoluments in reiation to any employee of
any specified employer shall be—

(a) for the vear of assessment commencing
on April 1, 1993, the excess of—

(i) the income tax computed at the
rates specified in Part 11e of
the First Schedule to this Act
on such emoluments of such
emplovee after deducting
thereform a sum of forty-two
thousund rupees, over
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(ii) one thousand eight hundred
rupees ;

(b) for any year of asscssment commence-
ing on or after April 1, 1994, the
excess of—

(i) the income tax computed at the
rates specified in Part 11r of
the First Schedule to this Act
on such emoluments of such
employee after deducting
therefrom a sum of forty-two
thousand rupees, over

(ii) six thousand rupees.”.

26. Section 128 of the principal enactment is hereby
amended by the addition immedizctely after sub-paragraph
(d) of that section of the following sub-paragraph :—

“ (e) the whole or any part of any quarterly instalment of

income tax referred to in section 97 and which any
person is liable to pay for any year of assessment. ",

27. Section 149 of the principal enactment is hereby
amended Ly the insertion immediately after subsection (6)
of that section of the following subsection : —

“ (7) Notwithstanding anything to the contrary in
section 35, any tax deducted in accordance with
section 38 in respect of a dividand distributed on or
after April 1, 1991 and paid by a resident company
to any person whose profits and income are exempt
from income tax under paragraph (a) of section 8

shall be refunded to such person on a claim duly

A made by him in writing within three years of the
end nf the year of assessment in which such tax was
deducted. ™.

28. Section 163 of the principal enactment is hereby
amended by the substitution for the definition of “ qualifying
distribution ” of the following definition : —

¢“ qualifying distribution ” means—

Amendment
of section
126 of the
principal
enactment,

Amendment
of section
149 of the
principal
enactment,

Amendmeng
of section
163 of the
principal
enactmensg
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(A) for any year of ussessment commencing on or after
April 1, 1988 but prior to April 1, 1994, means the
whole ur part of any gross dividend distributed by a
resident company to a shareholder, in the form of
money or of an order to pay money, cut of such
profits of the compuny which, if taxable for that
year of assescment would be taxed at the appro-
priate rate specified in the Second Schedule te
this Act, as the rate applicable to compaaies of that
class, but does not include any dividend distributed
out of—

(i) profits or income which accrued or arose, to
such conipany, prior to April 1, 1988 ;

(ii) its exempt income, and

(iii) any incore from dividend received by such
company. .

(B) for any year of assessment commencing on or after
April 1, 1994, means the whole or a part of any
gross dividend distributed by a resident company
to a shareholder, in the form of money or of an
order to pay money, out of such profits of the
company being profits which—

(i) if taxable for that year of assessment, would
ve taxed at the aprropriate rates specified in
the Second Schedule to this Act, as the rate
applicable to companies of that class, or

(ii) are taxed in accordance with the provisions
of section 32F, or of section 32H or ef
section 32k.

but does not include any dividend,

(a) distributed out of—

(i) profits or income which accrued or arose te
such company prior to April 1, 1988,

(ii) its exempt income,

(iii) any income from dividend received by such
company ; or
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(b) paid 10 any person whose profits and income are
exempt from income tax under paragraph (a) of
section 8.7,

29. The First Schedule to the principal enactment is
bereby amended as follows :—

(1) in Part IIE of that Schedule by the substitution, for
the words and figures “The rates of income tax
for any year of assessment commencing on or
after April 1, 1992, shall be as follows :—”, of the
words and figures “ The rates of income tax for
any year of assessment commencing on or after
April 1, 1992, but prior to April 1, 1994, shall be as
follows :— " ;

(2) by the insertion, irimediately aftar Part IIe of that
Schedule, of the inllowing Part : —

“Part IIr

The rates of income tax for any year of assessment com-
mencing on or after April 1, 1994, shall be as follows :—

On the first Rs. 35000 of the

taxable income v 10 per centum
On the next Rs. 25,000 of the

taxable income ‘o 20 per centum
On the next Rs. 25,000 of the

taxable income ae 30 per centum
On the balance of the

taxable income .. 35 per centum?™.

30. The Second Schedule to the principal enactment is
hereby amended as follows :—

(1) by the substitution in Part IV C of that Schedule,
for the words and figures, “ The rate of income tax
for every year of assessment commencing on or
after April 1, 1993, ” oft he words and figures “ The
rate of income {ax for the year of assessment
commencing on April 1, 1993—"”;

(2) by the substitution for Part XI of that Schedule of
the following Part:—

Amendment
of the Firs$
Schedule

to the
principal
enactment

Amendmend
of the
Second
Schedule

to the
princi
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“PART XI

Company including unit trust, mutual fund ar}d publie
corporaiion (other than the Central Bank of Sri Lanka)

but not including the small company referred to in Part
IVC.

The rate of income tax for the year of assessment com-
mencing on April 1, 1593—

On the taxable income of the company .. 40 per centum ™3

(3). by the insertion, immediately after Part XI of that
Schedule, of the following Part :—

“PART X1

Company including unit trust, mutual fund and, public
corporation (other than the Central Bank of Sri Lanka).

The rate of income tax for every year of assessment
commencing on or after April 1, 1994—

Ou the taxable income of the company .. 35 per centum ™.

31. The Third Schedule to the principal cnactment is
bereby amended as follows :—

(1) by the substitution, in paragraph 1 of that Schedule
for the words and figures from “For any year of
assessment commencing on or after April 1, 1993—7"

to the end of that paragraph of the following words
and figures : —

“For the year of assessment commencing on April
1, 1993—

On the first Rs, 25,000 of the taxable incoms
30 per centum

On the balance of the taxable income
40 per centum

For any year of assessment commencing on or after
April 1, 1994—

On the taxable income s 35 per centum?”;
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(2) by the subtitution for paragraph 9 of that Schedule
of the following paragrapn :—

“9. Governments (other than the Government of
Sri Lanka and the Government of the
United Kingdom) ;

For any year of assessment ending on OrF
before April 1, 1994—

On the taxable income of Governments other
than the Government of Sri Lanka and the
United Kingdom 55 per centum

For any year of assessment commencing on
or after April 1, 1994—

On the taxable income of Governments
other than the Government of Sri Lanka
and the United Kingdom 35 per centum

(3) In paragraph 11 of that Schedule—

(i) by the substitution in sub-paragraph (d) of
that parzgraph for the words and figures “ for
any year asssssment commencing on or after
April 1, 1993 ", of the words and figures “ for
the year of assessment commencing on April
1. 19937 ;

(ii) by the addition immediately after sub-paragraph
(d) of that paragraph of the following sub-
paragraph :—

“ (¢) for any year of assessment commencing
K on or after April 1, 1994—

(i) on the taxable income 35 per centum

(ii) on the balance of the profits after deduc-
tion theretorm the tax payable under
paragraph (1) 25 per centum”.

32, The Seventh Schedule to the principal enactment is Replacement
of the

hereby repealed and the following Schedule substituted Seventh
therefor :— Sfct{gdule
. of thé

principal
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“SEVENTH SCHEDULE (section 33a (1) )

The rates of advance company tax for every year of

assesment ccvme.. - on o rac April 1, 1988, but prior
to April 1, 1992, shall be as follows ; —

(i) On the amount equal to the amount of every qualify-
ing distribution made by a small company
25 per centum

(ii) on the amount equal to the amount of every quali-
fying distribution made by a quoted public
company or a people’s company 33} per centum

(iii) on the amount equal to the amount of every quall-
fying distribution made by a unit trust or mutual
fund or a company. ofher than a small company,
or a quoted public company or a peoples
company 50 per centum

The rate of advance comnanv tax for the two vears of

assessment commencing repectively on April 1, 1992 and
April 1, 1993 shall be as follows :—

(i) on the amount equal to every qualifying distribu-
ticn made by a sm-ll company 25 per centum

(ii) on the amount to every qualifying distribu-
tion made by a <quoted public company or a
People’s company 33 1/3 per centumn

(iii) on the amount equal to the amount of every quali-
fying distribution made by a unit trust or mutual
fund or a ccrupany other than a smail company
or a quoted public company or a pecple’s compary

40 per centum

The rates of advance company tax for every year of

assessment commencing on or aiter April 1, 1994, shall be
as follows:—

- (1) On the amount equal to the amount of every quali
fying distribution made by a unit trust or mutual
fund or any other company .. 27 per centum

(ii) On the amount equal to the amount of every qualf-
fying distribution made by a company out of the
profits which are taxed in accordance with the
provisions of section 42H or section 32k

8 per centum
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(iii) on the amount equal to the amount of every quali-
fying distribution made by a company out of the
profits which are taxed in accordance with the
provisions of section 32F 5 per centum”,

38. (1) The amendment to section & of the principal Retrospective
enaciment made by section 2(3) of this Act, for the operation.
exemption from income tax of the Fund for tea, rubber
and coconut shall be deemed for all purposes to have
come invo force on June 26, 1385.

(2) The amendment to section 14 of the principal enact-
ment, made by section 6 (4) of this Act, shall be deemed for
all purposes to have come into force on October 1, 1993.

(3) The amendment to section 15 of the principal enact-
ment, made by section 6(4) of this Act, shall be deemed for
all purposes to have come into force on April 1, 1994.

(4) The amendment to scetion 17a of the principal enact-
men{ made by section 7 of this Act, shall be deemed for
all purposes to have come into force on April 1, 1994

(5) The amendment to section 17F of the principal enact-
meant made by section 8 of this Act, shall be deemed for all

purposes to have come into force on April 1, 1904

(6) The amendment to section 23 of the principal enact-
ment mede by section 12(1) of this Act, shall be deemed for
ail purposes to have come into force on August 18, 1993.

(T) The amendment to section 24 of the principal enact-
ment made by section 14 of this Act, shall be deemed for

all purposes to have come into force on August 18, 1993.

(8) The amendment to section 113a of the principal enact-
mert made by section 24 of this Act, shall be deemed for
* all purpose to have come into force on July 1, 1934.

3%. In the event of any inconsistenicy between the Sinhala  ginnaia
and Tamil texts of this Act, the Sinhala text shall prevail. L‘i-‘éfm f;])
in case eof
mceonsisteney, |,
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