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Value Added Tax Act No. 14 of 2002
(Certified on 26™ July, 2002)

L.D.-0. 25/2002

AN ACT TO PROVIDE FOR THE IMPOSITION AND COLLECTION OF A VALUE ADDED TAX ON
GOODS AND SERVICES SUPPLIED IN SRI LANKA OR IMPORTED INTO SRI LANKA: TO PROVIDE
FOR THE ABOLITION OF THE NATIONAL SECURITY LEVY AND THE (GOODS AND SERVICES
TAX : AND TO PROVIDE FOR MATTERS CONNECTED THEREWITH OR INCIDENTAL THERETO.

Incorporating the following Amendment Acts
= Value Added Tax Act No 14 of 2002 - (Certified on July 26, 2002)
» Value Added Tax (Amendment) Act No. 7 of 2003 - (Certified on February 27, 2003)
»  Value Added Tax (Amendment) Act No. 13 0of 2004 - (Certified on November 18, 2004)
» Value Added Tax (Amendment) Act No. 6 of 2005 - (Certified on March 30, 2005)
= Value Added Tax (Amendment) Act No. 8 of 2006 - (Certified on March 31, 2006)
=  Value Added Tax (Amendment) Act No. 49 of 2006 - (Certified on December 15, 2006)
» Value Added Tax (Amendment) Act No. 14 of 2007 - (Certified on April 12, 2007)
=  Value Added Tax (Amendment) Act No. 15 0of 2008 - (Certified on February 29, 2008)
» Value Added Tax (Amendment) Act No. 15 0of 2009 - (Certified on March 31, 2009)
»  Value Added Tax (Amendment) Act No. 9 of 2011 - (Certified on Mach 31, 2011)
» Value Added Tax (Amendment) Act No. 7 of 2012 - (Certified on Mach 30, 2012)
»  Value Added Tax (Amendment) Act No. 17 of 2013 - (Certified on April 24 , 2013)
* Value Added Tax (Amendment) Act No. 7 of 2014 (Certified on April 24, 2014)

BE it enacted by the Parliament of the Democratic Socialist Republic
of Sri Lanka as follows: -

1. This Act may be cited as the Value Added Tax Act, No. 14 of 2002 Shorttitle and date
and shall come into operation on August 1, 2002. of operation

CHAPTER 1

IMPOSITION OF VALUE ADDED TAX
2. (1) Subject to the provisions of this Act, a tax, to be known as the Value Inélziozition of Value
Added Tax (hereinafter referred to as “the tax”) shall be charged — Added Tax.

(a) at the time of supply, on every taxable supply of goods or services,
made in a taxable period, by a registered person in the course of
the carrying on, or carrying out, of a taxable activity by such
person in Sri Lanka;

(b) on the importation of goods into Sri Lanka, by any person,

and on the value of such goods or services supplied or the goods
imported,
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as the case may be subject to the provision of section 2A, at the Section2of13of
following rates — 2004
(i) for any taxable period commencing on or after August 1, [s13of2004]
2002, but prior to January 1, 2004,

(A) at the rate of ten per centum (of which the Tax Fraction is
1/11) on the value of goods and services referred to in the
Second Schedule, which are chargeable with the tax other than
zero rated supplies ;

(B) at the rate of twenty per centum (of which the Tax  Fraction
is 1/6) on the value of all other taxable goods and services
which are chargeable with the tax other than zero rated
supplies.

(ii) for any taxable period commencing on or after January 1, 2004 and [s 2 of 6 of 2005]
ending on or before—

(a) November 18, 2004 in respect of goods specified in the Third
Schedule ; and

(b) December 31, 2004 in respect of goods for which the Third
Schedule does not apply.

at the rate of fifteen per centum (of which the Tax Fraction is 3/23
on the value of such goods and services supplied or imported, as the
case may be, other than such goods and services chargeable with
tax at zero per centum;

(iii) for the period commencing on November 19, 2004 and ending on [s2 60f2005]
or before December 31, 2004 and for any taxable period
commencing on or after January 1, 2005 but prior to January
1,2009 at the rate of five per centum (Basic Rate ) (of which tax
fraction is 1/21) on the value of such goods supplied or imported as
referred to in the Third Schedule other than such goods chargeable
with tax at zero per centum ;

[s 2 of 15 of 2009]

(iv) (a) for any taxable period commencing on or after January 1, 2005 [s2 of 8 of 2006]
but prior to July 01, 2005 and for the period July 1, 2005 to August
1, 2005 at the rate of eighteen per centum (Luxury Rate) of which
the Tax Fraction is 9/59; and

(b) (i) for the period commencing on August 2, 2005 and ending [s 2 of 9 of 2011]
on September 30, 2005, at the rate of twenty per centum
(Luxury Rate) of which the tax fraction is 1/6;

(1) for any taxable period commencing on or after October 1,
2005 and ending on November 23, 2010, in respect of
goods at the rate of twenty per centum (Luxury Rate) of
which the tax fraction is 1/6;

(i11) for any taxable period commencing on or after October 1,
2005 and ending on December 31, 2010, in respect of
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services at the rate of twenty per centum (Luxury Rate)
which the tax fraction is 1/6;

on the value of such goods or services supplied as referred to in the
Fourth Schedule, other than such goods chargeable with the tax at
zero per centum;

(v)(i) for any taxable period commencing on or after January 1, 2005 [ 2 of 15 of 2009]
but prior to January 1, 2009, at the rate of fifteen per- centum (
Standard rate) ( of which the Tax Fraction is 3/23) on the value of
such goods or services supplied or goods imported other than in
respect of the following-

(a) goods or services chargeable with tax zero per centum ; and
(b) goods or services specified in the Fourth Schedule of this Act ;

(ii) for any taxable period commencing on or after January 1, 2009 [s2of90f2011]
and ending on December 31, 2010 , at the rate of twelve per
centum , (Standard rate) ( of which the Tax Fraction is 3/28) on
the value of such goods or services supplied or goods imported
other than in respect of-

(a) goods or services chargeable with tax at zero per centum; and
(b) goods or services specified in the Forth Schedule of this Act ;

(iii) for the period commencing on November 23, 2010 and ending [s2of90f2011]
on December 31, 2010, and for any taxable period commencing
on or after January 1, 2011, at the rate of twelve per centum (of
which the tax fraction is 3/28) on the value of such goods or
services supplied, or goods imported, other than goods or
services chargeable with tax at Zero per centum.

The Tax Fraction referred to above shall be applied to ascertain the
amount of tax charged in the case of a tax inclusive consideration:

Provided, however the Commissioner-General shall not collect the tax
under subsection (1) where the tax is —

(a) recovered in respect of any garments or fabric sold locally, which

are referred to in the proviso to subsection (1) of section 22; [s 2 (@) of

17 0f 2013 ]

(b) deferred by the Director-General of Customs in respect of supplies
referred to in sub-paragraph (iv) of paragraph (a) of the second
proviso to subsection (3) of section 2:

Provided further the tax payable on any taxable supply made on or after
January 1, 2004, being a supply under an agreement which is not
subject to review, not being a hire purchase agreement, entered into on
or before December 31, 2003, and where such supply has been
specifically identified within such agreement, shall be computed at the
tax rate prevailing at the time of entering into such agreement,
notwithstanding the provisions of subsection (9) of section 5.

[s 2 of
13 0f 2004 ]
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(2)  Notwithstanding the provisions of subsection (1) the Commissioner- [ 2f°f 13 of 2004]
General shall defer the payment of tax due— w.e.f.1.6.2006

(a) on any tea supplied prior to January 1,2005 by any manufacturer of
tea, registered with the Sri Lanka Tea Board established by the Sri
Lanka Tea Board Law, No. 14 of 1975, to any registered broker for
sale at the Colombo Tea Auction and where such tea is purchased
by any exporter of tea registered with the Sri Lanka Tea Board
established by the Sri Lanka Tea Board Law, No. 14 of 1975, until
such time such tea broker furnishes the reconciliation on the
disposal of such tea, as stipulated by the Commissioner- General ;

(b) on the supply of any taxable goods or services by a registered
person to any other person who has entered into an agreement as a
contractor to supply any goods or services to any Government
department, utilizing funds provided by any foreign government or
donor agency approved by the Minister, having regard to the interest
of the national economy, where the value of such goods or services
exceeds rupees twenty thousand, for a period of three months, from
the end of the month in which such goods or services were
purchased by such contractor.

The registered person to whom a deferment is granted under
paragraph (b) shall not be required to account for the output tax on
such supplies until he recovers the tax due on such_supplies;

(¢) (i) on the supply with the approval of the Textile Quota Board [52(2) of 6 of 2005]
established by the Textile Quota Board Act, No. 33 of 1996, of any w.e1.1.1.2005
goods manufactured in Sri Lanka by such supplier to be utilized for
the purpose of manufacture of garments for export either by
manufacturers who are registered with the Textile Quota Board or
through Export Trading Houses registered with the Board of
Investment of Sri Lanka; or

(ii) on the supply of finished garments manufactured in Sri Lanka by [s 2(2) of 6 of 2005]
such supplier with the approval of the Textile Quota Board w.ef.1.1.2005
established by the Textile Quota Board Act, No. 33 of 1996, to be
exported through Export Trading Houses registered with the Board
of Investment of Sri Lanka under section 17 of the Board
of Investment of Sri Lanka Law No. 4 of 1978;

(iii) on the supply of garments by a manufacturer approved by the [s2(2)of
Textile Quota Board established under the Textile Quota Board ?ng_f?g?f.]m%
Act, No. 33 of 1996 being garments manufactured from fabric
supplied by an exporter of garments registered with the Textile
Quota Board who exports directly or through an Export Trading
House which has entered into an agreement under section 17 of the
Board of Investment of Sri Lanka Law, No.4 of 1978, with the
Board of Investment of Sri Lanka established under the aforesaid

Law; or
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(iv) on the supply of any service which results in the improvement of
the quality, character or value of any garment manufactured by
any manufacturer of garments for export either directly or
through any Export Trading House 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 a supply made by any supplier approved by the
Textile Quota Board established under the Textile Quota Board
Act, No.33 of 1996,

until such time as the activities of such garment manufacture or [s2(2) of 9 of 2011]
. . . ) . w.e.f. 31.3.2011

service provider are carried out in the manner stipulated by the

Commissioner-General in the guidelines issued for this purpose, on

the submission of the reconciliation relating to —

(a) the disposal of such goods, stating that such finished goods
have in fact been exported by the recipient of the supplies; or

(b) the supply of value added services, stating that such services
have in fact been used for the manufacture of garments which
have been exported:

Provided that, with effect from April 1, 2011, deferment of tax under [s 2 (2) (&) of
this paragraph shall be administrated by the Commissioner- General 170f2013]
as stipulated in paragraph (e) of this subsection;

(d) on the supply with the approval of Export Development Board [S2(1) of 15 of
established by the Sri Lanka Export Development Board Act No 40 \i/(.)g. Sf).]1.6.2008
of 1979 with the concurrence of the Ministry in charge of the

subject of finance-

(i) of any goods manufactured in Sri Lanka by such suppliers and
supply by such suppliers to any manufacturer to be utilized for
the purpose of manufacture of goods other than the goods
referred to in paragraph (c) of this subsection by such
manufacturers who are registered with the Export Development
Board as exporters; or

(i) of any service by such suppliers provided to any manufacturer
which results in the improvement of the quality, character or
value of any goods manufactured by such manufacturer of
goods for export who is registered with Export Development
Board as an exporter , being a service provided by such
suppliers approved by the Export Development Board
established under the Sri Lanka Export Development Board Act
No 40 of 1979 as a supply of services identified for this
purposes: [s 2(2) of 9 of 2011]
w.e.f. 31.3.2011
until such time as the activities of such manufacture of goods or
service provider are carried out in the manner stipulated by the
Commissioner-General of Inland Revenue in the guidelines issued for
this purpose, on the submission of the reconciliation relating to —
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(a) the disposal of such goods, stating that such finished goods have
in fact been exported by the recipient of the supplies; or

(b) the supply of value added services, stating that such services
have in fact been used for the manufacture of goods which have
been exported:

Provided that, with effect from April 1, 2011, deferment of tax under
this paragraph shall be administrated by the Commissioner- General as
stipulated in paragraph (e) of this subsection;

(e) on the supply of goods or services by any registered person, who is
registered in the Simplified Value Added Tax Scheme
administrated by the Commissioner-General to —

(1) any exporter or provider of zero rated services specified
in terms of section 7;

(i1) any registered person who supplies goods or services to
any Strategic Development Project in terms of
subsection (4) of section 3 of the Strategic
Development Projects Act, No. 14 of 2008, as is
referred to in sub-paragraph (i) of paragraph (f) of Part
IT of the First Schedule, during the project
implementation period so far as such supplies are
project related supplies;

(ii1))  any registered person engaged in any specific project
referred to in subparagraph (ii) of paragraph (f) of
PART II of the First Schedule (effective from April 1,
2011);

(iv)  any manufacturer who supplies goods manufactured in
Sri Lanka to any exporter;

(v) any supplier who provides value added services to an
exporter which results in the improvement of the
quality, character or value of any goods manufactured
for export;

(vi) any person registered under the provisions of
subsection (7) of section 22 of the Act, during the
project implementation period so far as such supplies
are project related supplies;

(vil) any registered person who supplies any goods or
services, to any registered person referred to in
subparagraph (i), (ii), (iii), (iv), (v) or (vi) above,
provided that, the Commissioner-General is, on the
information available, is satisfied that the value of such
supplies exceeds fifty per-centum of the total supplies
of such registered person who supplies such goods or
services,

Value Added Tax Act - Consolidation 2014
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until such time as the activities of such registered person is carried out
to the satisfaction of the Commissioner-General in the manner
stipulated by the Commissioner-General in the guidelines issued for
such purpose and which are specified in the Order published in the
Gazette.

(3) The tax on the importation of goods, shall be charged, levied and
collected as if it is a customs duty and as if all goods imported into Sri
Lanka are dutiable and liable to customs duty:

Provided however, no tax shall be charged on —

(a) any goods which entered into a customs bonded area or a free port [S 2f(3) (g) (i) of
referred to in PART IV of the Finance Act No. 12 of 2012; 17072013]

(b) any fabric imported by any person for the purpose of manufacture
. . [s 2 of

of garments for export, who has entered into an agreement with the 2003]

Board of Investment of Sri Lanka under section 17 of the Board of

Investment of Sri Lanka Law No. 4 of 1978 for the manufacture of this is a correction

in the sinhala

garments for export under such agreement, and the transfer of such .-~ [s2 of 7
fabric with or without value addition with the approval of the or2003]
Director-General of Customs or the Board of Investment of Sri
Lanka, to any other person for the purposes of such manufacture of

garments for export;

(c) any fabric imported by any person, who has registered with the
Board of Investment of Sri Lanka as a Trading House for the
purpose of manufacture of garments for export through other
garment manufacturers as approved by the Board of Investment of
Sri Lanka and transfer of such fabric with the approval of the
Director — General of Customs or the Board of Investment of Sri
Lanka to such garment manufacture for the purposes of
manufacture of garments for export;

(d) any fibre, yarn, grey cloth, finished cloth, chemicals and dyes used
for the manufacture of fabric imported by any Fabric manufacturer
who 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 for the purpose of such manufacture;

(e) any ship imported on or before December 31, 2002 :
[s 2 of
(f) any fabric or accessories imported by any person for the purpose of 7 0f2003]
manufacture of garments for export, who has registered with the
Simplified Value Added Scheme administered by the [s2(3)of 6 of 2005]
Commissioner-General with  the approval of Commissioner W.ef1.1.2005

[s 2 (3) (a) (ii) of
General. 17 of 2013 ]

Provided further, the Director-General of Customs may, defer the
payment of the tax due on-

(a) (1) any goods imported, including any goods received from a

Value Added Tax Act - Consolidation 2014 7



(i)

(iif)

(iv)

v)

(vi)

customs bonded area, by a registered person who imports or
receives such goods to be used by such person for the purpose
of manufacture and export of the goods so manufactured,

any goods imported by any registered person referred to in
subsection (7) of section 22 which are project related goods
during such project implementation period;

any goods being any plant, or machinery imported for any
infrastructure project funded mainly by a foreign government
or any regional or multilateral agency including the United
Nations Organization and its affiliates, during the
implementation period;

any purchase of fabric, manufactured by a person who 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 for the manufacture of fabric by another person
who 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 for the
manufacture of garments for export under such agreement and
utilizes such fabric for the manufacture of garments for
export;

any plant or machinery imported, including any plant or
machinery received from a customs bonded area, by a
registered person who imports or receives such plant or
machinery for the usage by such person for the manufacture
of goods to be exported by such person;

any goods imported, including any goods received from
customs bonded area by a person registered with the
Simplified Value Added Scheme administrated by the
Commissioner-General who imports or receives such goods
for the manufacture of goods or the provision of services to a
manufacturer of goods for export referred to in item (i) of
paragraph (e) of subsection (2) of section 2;

(vil) any plant or machinery imported, including any plant or

machinery received from a customs bonded area by a person
registered with the Simplified Value Added Tax Scheme
administrated by the Commissioner- General who imports or
receives such plant or machinery for the usage by such person
for the manufacture of goods or provision of services referred
to in item (i) of paragraph (e) of subsection (2) of section 2,
for the manufacture of goods to be exported;
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for a period of sixty days or such other period not exceeding ninety
days from the date of importation, receipt or purchase of such goods, as
may be determined by the Minister by notification published in the
Gazette;

b) any goods temporarily imported into Sri Lanka — [s 2 of 15 of 2008]
(b)any g P yimp w.e.f. 17/7/2007
(1) being plant, machinery or equipment of high value to be used for
any project ; or

(i1) being goods to be used as exhibition material or as materials in
any technical demonstration.
and which are re-exported after the completion of such project,
exhibition or demonstration, as the case may be , with the approval of
the Minister , up to the date of such completion, exhibition or
demonstration.

(c) any ship imported on or after January 1, 2003 but prior to [s 2 of
November 16, 2005 , for a period up to thirty six months, from the date 7 of 2003]

of such import and such deferred amount shall be settled in quarterly [s2(b) of 8 of 2006]
instalments before the expiration of such period of thirty six months.

(d) plant, machinery or equipment imported by any enterprise qualified

for a tax exemption under sectionl6 D and 17 A of the Inland Revenue [52(3) of
Act, No. 10 of 2006, for the use by such enterprise for the purposes 7 of2012
specified in any agreement entered into with the Board of Investment

of Sri Lanka established under the Board of Investment of Sri Lanka

Law, No. 4 of 1978, where any such agreement provides that tax is

exempted under item (xxxiv) of paragraph (c) of PART II of the First

Schedule, during the project implementation period, subject to the
fulfillment of the conditions specified in the agreement.

The deferment of the payment of tax shall be subject to a furnishing of s 2of
SZ0

7 of 2003]

(a) a bank guarantee in a case where the tax deferred is less than [5-22 of 1Z)Of_201?]
rupees ten thousand; or 537 of(§%1(3)](l\/) 0

(b) a Treasury Bill as a guarantee in a case where the tax deferred
is not less than rupees ten thousand ; or

(c) a corporate guarantee which covers the amount of tax due
subject to the conditions specified in the agreement in which
the deferment is considered,

on the goods imported, received or purchased:
Provided that, in the case of such deferment under paragraph (b)
no guarantee shall be required where such goods have been imported

by a Government institution to be re-exported within one month from
the date of importation.
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24 (1)

2)

€)

4

©)

3. (D)

(a)
(b)
(©)

(d)

(e)
®

The Minister may by Order vary the rates specified in section 2 insofar
as the same relates to the increasing or reducing of the rates previously
specified, and to such extent as it relates to the imposition of Value
Added Tax specified under the aforesaid section.

The Order made by the Minister under subsection (1) shall be in
operation immediately upon the Minister affixing his signature thereto.

Every such Order shall as soon as convenient be published in the
Gazette.

Every such Order shall as soon as convenient thereafter be approved by
a Resolution of Parliament.

Where any such Order is not approved by Parliament it shall be
deemed to be rescinded with effect from the date of such Resolution

Notwithstanding the provisions of section 2, the tax shall not be
charged on the wholesale or retail supply of goods, other than on the
wholesale or retail supply of goods, by-

a manufacturer of such goods; or
an importer of such goods; or

a supplier who is unable to satisfy the Commissioner-General, as to
the source from which the goods supplied by him, were acquired : or

any person, where such goods consists of tea purchased on or after
August 1, 2002, but prior to January 1, 2005, at an auction as is
referred to in paragraph (a) of subsection (2) of section 2 for sale
within Sri Lanka;

any person, who supplies such goods under any tender agreement;

any person or a partnership having total supplies for any consecutive
period of three months in any calendar year of not less than rupees
two hundred and fifty million, including the supplies under the
preceding paragraphs of this section and any supplies exempted under
Part II of the First Schedule,

Provided that, such tax shall be charged on such wholesale or retail
supply of goods made prior to January 1, 2013, if —

(1) any registered person makes an application to that effect to
the Commissioner-General;
(11) any other person makes an appeal to that effect to the

Commissioner-General

and obtains a registration as provided for in sections 10 or 12.

Value Added Tax Act - Consolidation 2014

Minister may vary
the rates by Order

[s 3 of 6 of 2005]
w.e.f. 30/3/2005

Tax not be charged
on wholesale or
retail supply of
goods.

[s 2(a) of 7 of 2014]

[s 3 of 13 0f 2004 ]

[s 4 of 6 of 2005]

[s 3 of 8 of 2006]
w.e.f. 1/1/2006
[s 3(1) of
17 of 2013 ]

[s 2(b) of 7 of 2014]
[w.e.f1.1.2014]

[s 3(2) of
17 0f 2013 ]

[s 3(3) of
17 of 2013 ]

10



Provided further, the chargeability to tax referring to any registered E\S,V.ze(.(;.)figgij]OM]

person specified in paragraph (f) shall be subject to the exemption
granted under section 8, subject to the conditions specified therein:.

(2) For the purposes of paragraph (f), the total supplies means, the
aggregate value of supplies of-

(i) any person or partnership engaged in the wholesale or retail
business while carrying on other business of similar
nature in one place or different places under one or more
registrations for the purposes of this Act; and

(i1) with regard to any subsidiary or associated company of a
group of companies, engaged in the wholesale or retail
business, the aggregate value of supplies of each company
of the group, other than any company not engaged in the
wholesale or retail business.

4. (1) The supply of goods shall be deemed to have taken place at the time Time of supply.
of the occurrence of any one of the following whichever, occurs
earlier: -

(a) the issue of an invoice by the supplier in respect of the goods;
or

(b) a payment for the goods including any advance payment
received by the supplier; or

(c) apayment for the goods is due to the supplier in respect of such
supply; or

(d) the delivery of the goods have been effected.

(2) Notwithstanding the provisions of paragraph (d) of subsection (1),
where an invoice is issued in respect of goods delivered, within ten
days from the date of delivery of such goods, the time of supply of
such goods, shall be deemed to be the time at which the invoice was
issued.

(3) The supply of services shall be deemed to have taken place, at the
time, of the occurrence of any of the following whichever, occurs
earlier: —

(a) the service was performed; or

(b) a payment is received for the services rendered or for future
services; or

(c) a payment is due for the services rendered or for future services;
or

(d) an invoice is issued in respect of the services rendered.
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(4) Notwithstanding the provisions of paragraph (a) of subsection (3),
where an invoice is issued in respect of services supplied, within ten
days from the date of performance of such service, the time of supply
of such service shall be deemed to be the time at which the invoice
was issued.

(5) Notwithstanding the provisions of subsections (1) and (3), a supply
shall be deemed to take place —

(a) where a supply is made under an agreement entered into, on or
after April 1, 1998, other than a hire purchase agreement, which
provides for periodical payments, when the payment is due or
when the payment is received, whichever is earlier; and

(b) where goods are supplied under a hire purchase agreement, at the
time the agreement is entered into.

(6) Where the Commissioner-General directs any registered person to
account for the tax on a payment basis under section 23, the time of
supply of goods and services supplied by such person shall be the time
at which the payment in respect of such supply is received.

(7) Where the time of supply falls within any taxable period or portion of
a taxable period ending on or before July 31, 2002, under the Goods
and Services Tax Act, No. 34 of 1996 and any event referred to in this
section takes place under this Act in relation to the same supply, such
event shall not be considered as a time of supply.

5. (1) The value of a taxable supply of goods or services, shall be such Value of supply of
amount where the supply is- goods or services.

(a) for a consideration in money, be such consideration less any tax
chargeable under this Act which amount shall not be less than the
open market value;

(b) not for a consideration in money or not wholly in  consideration
of money, be the open market value of such supply.

(2) Subject to the provisions of subsection (3), where a supply of goods or
services is made by a registered person for an amount which is less
than the open market value to a person not being a registered person
the value of such supply, shall be the open market value of the supply.

(3) Where a supply of goods or services is made by an employer, to his
employee as a benefit from employment, the consideration in money
for the supply shall be the open market value of such supply or where
the open market value of such supply cannot be ascertained, the
consideration in money of such supply shall be the cost of a similar
benefit enjoyed by any other employee, as may be determined by the
Assessor.
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(4) Where a supply of services is made under any lottery, or any taxable
activity of entering into or negotiating a wagering contract or any
business of like nature, the value of such supply shall be the total
amount of money receivable in respect of such supply less the
consideration of the prizes or winnings awarded in such lottery,
wagering contract, or any business of like nature as the case may be.

Provided however, in the case of a supply of services made under any [ 2 of 14 of 2007]
lottery, any commission including the Value Added Tax charged on W& 1/1/2007
such commission, paid to any agent on the sale of a lottery, if any,

shall be deducted in addition to the deductions referred to in this

subsection.

(5) Where a supply of goods or services —

(1) 1is made by a person at the time of cancellation of the registration
under section 16; or

(i1) is made to any person who makes a supply which is exempted
under section 8; or

(ii1))  made by any person, not being a registered person or being a
registered person who had not opted to charge tax under the
proviso to section 3, who carries on or carries out any
wholesale or retail trade; or

(iv) 1s appropriated by the supplier for his personal use or any other
purpose other than the making of a taxable supply,

the value of such supply shall be not less than the open market value.

(6) The value of the supply of goods under a hire purchase agreement
shall be the cash price determined in accordance with the provisions
of the Consumer Credit Act, No. 29 of 1982, and shall not be less than

the open market value:

Provided however in the case of a hire purchase agreement-

(a) where the cash price of any goods supplied under a hire
purchase agreement includes the tax charged, by the supplier
on the seller of such goods to be supplied under such
agreement for which the seller cannot claim input tax credit
being a person who is not registered under this Act, the cash
price and the market value of such goods shall be adjusted for
the purposes of charging the tax by deducting the tax so
charged on the seller;

(b) under which second hand goods, which have been in
circulation for a period over one year, are supplied, the cash
price and the market value of such goods for the purposes of
charging the tax shall be the value specified in the hire purchase
agreement less any charge made for such hire purchase facility
included in such agreement.
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(7)

(8)

)

(10)

(11)

(12)

The value of supply of land and improvements thereon, shall be the
value of such supply less the value of land at the time of supply and
the value of any improvements on the land as at March 31, 1998
which shall not be less than the open market value of such supply
excluding the value of such land at the time of supply and the value of
any improvements on such land as at March 31, 1998.

Where goods or services are supplied either on the issue of a ticket or
by the deposit of money the value of such supply shall be the amount
paid for such ticket less the tax payable under this Act or the amount
deposited less the tax payable under this Act, not being any amount
which is refundable as the case may be.

The value of a supply, under any non-reviewable agreement not being
a hire purchase agreement entered into prior to April 1, 1998, shall be
the total amount payable or paid under such agreement for any taxable
period and shall be considered as a tax inclusive consideration.

Where any goods supplied under a lease agreement is subsequently
transferred to the lessee at the termination of such agreement for a
consideration not exceeding ten per centum of the total consideration
of the lease agreement, such consideration shall be deemed to be a
lease rental recovered under such agreement.

Further, where such consideration is more than ten per centum of
the total consideration of the lease agreement such supply shall be
deemed to be a separate supply.

Where the consideration in respect of a supply of goods or services
relates to a taxable supply and a supply which is not taxable, the
consideration for such taxable supply shall be deemed to be such part
of the consideration as is attributed to such taxable supply and shall
not be less than the open market value of such taxable supply.

Where goods are manufactured or produced or a service is provided,
by using other goods, whether provided by the supplier or any other
person, such other goods shall be deemed to be used in the
manufacture or production or the provision of service as the case may
be, and the value of the supply of the goods so manufactured or
produced and the supply of services in connection with such
manufacture or production or the supply of the service shall be the
open market value or the sum received as consideration for such
supply, whichever is higher:

Provided however, where it is proved to the satisfaction of an
Assessor that the supply of goods, and the supply of services are two
separate supplies, each such supply shall be treated as a separate
supply by such Assessor;
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(13) Notwithstanding the provisions of Consumer Affairs Authority Act,
No.9 of 2003, the maximum retail price quoted for the goods to be
sold in a wholesale or retail business may be adjusted where necessary
for the chargeability to tax where liability to tax is specified in
paragraph (f) of section 3 of this Act:

6 The value of goods imported, shall be the aggregate of —

(a) the value of the goods determined for the purpose of custom duty
increased by ten per centum ; and

(b) the amount of any custom duty payable in respect of such goods
with the addition of any surcharge, cess, any Port and Airport
Development Levy payable under the Finance Act, No. 11 of 2002,
and any excise duty payable under the Excise (Special Provisions)
Act, No. 13 of 1989 on such goods.

7. (1) A supply of —

(a) goods shall be zero rated where the supplier of such goods has
exported such goods; and

(b) services shall be zero rated where the supply of such services are
directly connected with —

(1) any movable or immovable property outside Sri Lanka;

(11) the repair of any foreign ship, aircraft or any merchant

[s4 of 17 of 2013 ]

The Value of goods
imported.

[s (2) of 49 of 2006]
w.e.f. 17/11/2006

Zero rating.

[s 4 of 13 of 2004]

ship registered in Sri Lanka, or the refurbishment of e 1/7/2003

marine cargo containers

(i1a) any goods imported into Sri Lanka for the purpose of re-
export under entre-port trade

(i) a copyright, patent, licence, trade mark or similar
intellectual property right, to the extent that such right is
for use outside Sri Lanka;

(iv)  the international transportation (including trans-
shipment) of goods or passengers as are specified by the
Commissioner-General by Notification published in the
Gazette;

(V) computer software development, in respect of software
developed by the developer for use wholly outside Sri
Lanka, and for which payment is received in foreign
currency through a bank if, and only if, documentary
evidence is produced to the satisfaction of the
Commissioner — General of the supply of such services;

(vi)  client support services provided, on or after April 1, 2001
over the internet or the telephone by an enterprise set up
exclusively for the provision of such services to one or

Value Added Tax Act - Consolidation 2014
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more identified clients outside Sri Lanka, for which
payment is received in foreign currency, through a bank;

(vil) the provision of services to overseas buyers by a garment
buying office registered with the Textile Quota Board
established under the Textile Quota Board Act, No. 33 of [s6 of 6 of 2005]
1996, where payment for such service is received in Ww.e.f. 30/3/2005]
foreign currency, through a Bank in Sri Lanka insofar as
such services are identified by the Commissioner-General
as being services essential for facilitating the export of
garments to such overseas buyers.

(c) any other service, being a service not referred to in paragraph (b), [s4(2) of 13 of
provided by any person in Sri Lanka to another person outside Sri  2004]
Lanka to be consumed or utilized outside Sri Lanka shall be zero &1 1/7/2003
rated provided that payment for such service in full has been [s5 of 8 of 2006]
received in foreign currency from outside Sri Lanka through a
bank in Sri Lanka 'w.e.f. 31/3/2006]

(2) Where a registered person supplies any goods or services which is
zero rated —

(a) no tax shall be charged in respect of such supply;

(b) the supply shall in all other respects be treated as a taxable supply
and accordingly the rate at which tax is charged on the supply
shall be zero.

8. No tax shall be charged on the supply of goods or services and the Supplies and
impoﬁation qf goods specified in the First Schedule to this Act as such ;Tf;gf;og om tax.
supplies and imports are not taxable unless zero rated under section 7:  [s 3 of 7 of 2014]

[w.e.f.1.1.2014]

Provided that, in the case of a registered person referred to in
paragraph (f) of section 3 of this Act, the value of the supply of goods
exempted under this Act made by such registered person directly or on
behalf of any other person, which is in excess of twenty five per
centum of the total supply of such registered person other than zero
rated supplies and where the supply is made by the importer himself,
the wvalue of such supply of goods subject to Special Commodity
Levy, shall notwithstanding the provisions contained in the Special
Commodity Levy Act, No. 48 of 2007 be deemed to be treated as
liable supplies of such registered person and chargeable to tax at the
rate specified in section 2 of this Act using the fraction on the tax
inclusive consideration:

Provided further, in the case of a registered person —

(a) who supplies pharmaceuticals, specified as exempted in PART
II of the First Schedule to this Act; or

(b) who supplies software dedicated products including computers
and computer accessories,
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exceeding seventy five per centum of the total value of supplies
respectively of such registered person under paragraph (a) or
paragraph (b) of this proviso, as the case may be, such registered
person shall not be liable to tax on any deemed liable supplies referred
to in this section.

9. For the purposes of this Act goods or services shall be deemed to be Goods or services
. . . . . . supplied in Sri
supplied in Sri Lanka where the supplier carries on or carries out a | -
taxable activity in Sri Lanka and the goods are in Sri Lanka at the time
of supply or the services are performed in Sri Lanka by the supplier or
his agent.

CHAPTER 11
REGISTRATION

10. (1) Every person who, Pers«;ns makﬁng
1 : . supplies 1n the
(1) on or after August 1, 200.2,. bqt prior to January 1,2009.carrles On e ofa taxable
or carries out any taxable activity in Sri Lanka shall be required to be activity to be
registered under this Act, if — registered.

(a) at the end of any taxable period of one month or three months, as [s 3 of 15 of 2009]
the case may be, the total value of his taxable supplies of goods or
services or goods and services made in Sri Lanka in that taxable
period of one month or three months, as the case may be, has
exceeded five hundred thousand rupees ; or

w.e.f. 1/1/2009

(b) in the twelve months period then ending, the total value of his
taxable supplies of goods or services or goods and services made
in Sri Lanka has exceeded one million and eight hundred
thousand rupees; or

(c) at any time, there are reasonable grounds to believe that the total
value of his taxable supplies in Sri Lanka of goods or services or
goods and services in the succeeding one month or three months
taxable period, as the case may be, is likely to exceed five
hundred thousand rupees or in the succeeding twelve months
period is likely to exceed one million and eight hundred thousand

rupees :
[s 5(1) of 17 of

(i1) on or after January 1,2009, but prior to January 1, 2013 carries on 2013]

or carries out any taxable activity in Sri Lanka shall be required to be
registered under this Act, if —

(a) at the end of any taxable period of one month or three months, as
the case may be, the total value of his taxable supplies of goods or
services or goods and services made in Sri Lanka in that taxable
period of one month or three months, as the case may be, has
exceeded six hundred fifty thousand rupees ; or

(b) in the twelve months period then ending, the total value of his
taxable supplies of goods or services or goods and services made
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in Sri Lanka has exceeded two million and five hundred
thousand rupees; or

(c) atany time, there are reasonable grounds to believe that the total
value of his taxable supplies in Sri Lanka of goods or services or
goods and services in the succeeding one month or three months
taxable period, as the case may be, is likely to exceed six
hundred and fifty thousand rupees or in the succeeding twelve
months period is likely to exceed two million and five hundred
thousand rupees :

(iii) on or after January 1,2013 carries on or carries out any taxable [s 5(2) of
activity in Sri Lanka shall be required to be registered under this Act, 17072013]
if —
(a) at the end of any taxable period of one month or three months,

as the case may be, the total value of the taxable supplies of

goods or services or goods and services of such person, made

in Sri Lanka in that taxable period of one month or three

months, as the case may be, has three million rupees ; or

(b) in the twelve months period then ending, the total value of the
taxable supplies of goods or services or goods and services of
such person, made in Sri Lanka has exceeded twelve million
rupees; or

(c) at any time, there are reasonable grounds to believe that the
total value of the taxable supplies of goods or services or
goods and services of such person in Sri Lanka, in the
succeeding one month or three months taxable period, as the
case may be, is likely to exceed three million rupees or in the
succeeding twelve months period is likely to exceed twelve
million rupees:

Provided however, where the Commissioner-General is of
opinion that the supply of goods relate to a single isolated transaction,
the value of such supply may be excluded in calculating the total value
of taxable supplies for the purposes of this section.

(2) Every person who is required to be registered under subsection (1),
shall make an application for registration in the specified form to the
Commissioner-General not later than fifteen days from the date on
which is so liable to be registered.

For the purpose of this section the total value of taxable supplies shall [s 5(3) of
not include the value of supply of goods purchased locally without any 17 0f2013]

. . . - [s 4 of 7 of 2014]
process in a wholesale or retail trading activity unless the value of total [wef. 11.2014]
supplies for a period of three months in one calendar year including the
supplies excluded under section 2 or exempted under PART II of the
First Schedule to the Act, is not less than rupees two hundred and fifty

million.
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11. (1) Every person who is an importer of goods into Sri Lanka shall notify ImPOIT%rS of goods
.. . to not1
the (;ommls51oner-General not later.than fourteen days prior to the Commissioner-
clearing of such goods that he has imported such goods and obtain General.
from the Commissioner-General an identification number for the
clearing of such goods :

Provided however, any importer who imports into Sri Lanka
goods under the Passenger Baggage (Exemptions) Regulations made
under section 107 of the Customs Ordinance or a person who is
registered under section 10 or section 12, or paragraph (c) of section
14, or be deemed to be registered under subsection (2) of section 80 [s 3 of 7 of 2003]
or is deemed to be a registered person under subsection (1) of section w.e.f. 1/8/2002
75 of the Goods and Services Tax Act, No. 34 of 1996 shall not be
liable to notify the Commissioner-General:

Provided further, with effect from January 1, 2013, any person [s g of170f2013]
registered under section 12, subsection (2) of section 80 or subsection

(1) of section 75, as the case may be, of the Goods and Services Tax

Act, No. 34 of 1996 shall be deemed to have obtained an identification

number for the clearing of goods where such registered person fulfils

the criteria specified in item (iii) of subsection (1) of section 10 or a

registered person during the project implementation period as

specified in subsection (7) of section 22 of this Act.

(2) Every importer referred to in subsection (1) shall make an application
in the specified form to the Commissioner-General.

12. Notwithstanding the provisions of sections 3 and 10, any person who Voluntary
. . . . registration.
supplies goods or services and carries on or carries out a taxable
activity or imports any taxable goods may make an application for any [s 7 of
taxable period prior to January 1, 2013, in the specified form to the 170f2013]
Commissioner-General for registration under this Act:

Provided however, the Commissioner-General may after
affording the applicant an opportunity of being heard, and having
regard to the nature of the business carried on or carried out by such
applicant, the value of the taxable supplies made by such applicant in
the two proceeding taxable periods and the probability that the value
of his taxable supplies will not exceed the value referred to in section
10, refuse to register such applicant.

13. For the purpose of registering a person under section 14, the gommilssionelfl-f
. . . eneral to call for
Comrmssmner—(?eneral may call for any 1nformat10n from suph person | o ion
at any time relating to any taxable activity carried on or carried out by
such person.
14. (1) The Commissioner-General shall — Registered person.

(a) where an application has been made by any person for
registration under section 10;

(b) where an application for registration under section 12 has been
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(2)

15. (1)

(2)

€)

(4)

()

made and such application has not been refused by the
Commissioner-General ; or

(c) where an application for registration, has not been made but the
Commissioner-General is of opinion having regard to the nature
of the activities carried on or carried out by such person, that such
person is required to be registered under this Act, and after
affording such person an opportunity of being heard, register such
person with effect from such date as may be determined by him.

Any person —
(a) registered under subsection (1) of this section ; or

(b) deemed to be registered under section 75 or subsection (2) of
section 80 of the Goods and Services Tax Act, No.34 of 1996 on
August 1, 2002 and carrying on or carrying out a taxable activity
subject to the conditions specified in section 3 for the registration
of wholesale and retail trade or fulfilling the requirements
specified in item (iii) of subsection (1) of section 10 of this Act,

shall be a registered person for the purposes of this Act.

The Commissioner-General shall, issue to a person registered under
this Act upon such registration under section 14 —

(a) atax registration number; and

(b) a Certificate of registration.

The Certificate of registration shall set out the name and other relevant
details of the registered person, the date on which registration comes
into effect, and the tax registration number of such person.

The person to whom a certificate of registration is issued under
subsection (1) shall, display such certificate at a conspicuous place in
the place where he carries on or carries out the taxable activity.
Copies of such certificate may be displayed in the event of there being
more than one place of business.

Every registered person who makes an exempt supply specified in the First
Schedule shall display the categories of such goods and services supplied by
him as given in the First Schedule at each such place of supply.

Where any person fails to comply with the provisions of subsection
(3) or (4) the Commissioner-General may —

(a) impose on such person a penalty of a sum not exceeding fifty
thousand rupees and give notice in writing to such person of the
imposition of such penalty;

(b) by notice in writing require such person —

(1) to pay such penalty; and
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(i1) to comply with the provisions of subsections (3) or (4) as
the case may be,

within such period as may be specified in such notice.

(6) The Commissioner-General may reduce, or annul any penalty
imposed on any person under paragraph (a) of subsection (5) if such
person proves to the satisfaction of the Commissioner-General that his
failure to comply with the provisions of subsection (3) or (4) was due
to circumstances beyond his control and that he has subsequently
complied with such provisions.

16. (1) A registered person may make an application to have his registration Cancellation of
cancelled at any time after the lapse of a period of twelve months registration.
following the date of registration, either under this Act or under the
Goods and Services Tax Act, No. 34 of 1996 where such registered
person has ceased to carry on or carry out a taxable activity or the total
value of his supplies during any taxable period within such period
does not exceed the value set out in section 10:

Provided that, any registered person who had had a total value of [s 9(1) of
taxable supplies not exceeding rupees three million for a period of 170f2013]
three months and rupees twelve million for a period of twelve months

in the year ending as at December 31, 2012, shall request for the
cancellation of his registration with effect from January 1, 2013,

unless such registered person has reasons to believe that the taxable

supplies of such registered person is likely to exceed the value of

supplies specified in sub-paragraph (iii) of paragraph (c) of subsection

(1) of section 10.

(2) The Commissioner-General-
(a) shall, on receipt of an application under subsection (1) ;

(b) may at any time,

and upon being satisfied that the applicant or any registered person as
the case may be, has ceased to carry on or carry out a taxable activity
or that the total value of his taxable supplies does not exceed the value
referred to in section 10, or the facilities under the Customs Ordinance
in respect of him have been suspended by the Director-General of
Customs or that the continuation of such registration may impede the
protection of revenue, cancel his registration.

(2A) Where the Commissioner-General cancels any registration under [s3o0f9 of 2011]
subsection (2), he shall cause a list of names and the registration w.e.f. 01/01/2011
numbers of such registered persons to be published in three daily
newspapers in the Sinhala, Tamil and English languages, having a
wide circulation

(3) The Commissioner-General may refuse to cancel the registration of
any person, where he is of the opinion that such person has not ceased
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to carry on or carry out a taxable activity or that it is necessary and
expedient to continue with his registration for the protection of
revenue.

(4) Where the Commissioner-General cancels the registration of a
registered person he shall inform such person of the date of
cancellation of the registration by registered post.

(5) With effect from the date of cancellation of the registration, any goods
or services then forming part of the assets of a taxable activity carried
on or carried out by that person shall be deemed to be supplied by that
person in the course of carrying on or carrying out a taxable activity at
a time immediately prior to the date of cancellation, unless the taxable
activity (inclusive of all such assets) is carried on or carried out by
another person who is a registered person:

Provided that, in the case of a registered person whose registration is [s 9 (2) of
cancelled as specified in the proviso to subsection (1) — 17 0f 2013 ]

(a) where the assets (other than stock in trade) are not transferred
to another registered person at the time immediately prior to
the date of cancellation, the Commissioner-General shall
taking into consideration the value of the acquisition of the
assets and the period of use of such assets based on the rates of
depreciation applied for income tax purposes on such assets
and other matters as may be relevant, determine the value of
assets which are not so transferred.

(b) the liability to stock in trade shall not exceed the unabsorbed
input tax as at December 31, 2012.

17. (1) Where the registration of a registered person has been cancelled by the Registered person to
Commissioner-General, such person shall — g;lcr:ﬁfgf cate on
(a) return to the Commissioner-General the certificate of registration
issued to him not later than fourteen days from the last day of the
last taxable period during which the registration was valid;

(b) not, display in any place where such taxable activity is carried on
or carried out, the certificate of registration or a copy thereof;

(c) not, issue any tax invoice, tax debit note or tax credit note as the
case may be.

(2) Where any person fails to comply with the provisions of subsection
(1), the Commissioner-General may —

(b) impose on such person a penalty of a sum not exceeding fifty
thousand rupees, and give notice in writing to such person of the

imposition of such penalty;

(b) by notice in writing require such person —
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(1) to pay such penalty; and
(11) comply with the provisions of subsection (1) within such
period as may be specified in such notice.

(3) The Commissioner-General may reduce, or annul any penalty imposed on
any person under paragraph (a) of subsection (2) if such person proves to the
satisfaction of the Commissioner-General that his failure to comply with the
provisions of subsection (1) was due to circumstances beyond his control
and that he has subsequently complied with such provisions.

18. Notwithstanding the cancellation of registration under section 16, a Liability not
registered hall be liable f td itted to be Mrected by
gistered person, shall be liable for any act done or omitted to be ;. cpaiion of
done while he remained a registered person in respect of the taxable registration.
supplies made by such person under this Act or under the Goods and

Services Tax Act, No. 34 of 1996.

19. Every registered person shall notify the Commissioner-General in Reggtered person to
.. notity certain
writing of any change — changes.

(a) in the name, address and place at which any taxable activity
carried on or carried out by such person;

(b) in the nature of the taxable activity carried on or carried out by
such person ;

(c) in the person authorized to sign returns and other documents; and
(d) in ownership of the taxable activity,
not later than fourteen days after the occurrence of the change.

20. (1) A registered person who makes a taxable supply shall issue to the Taxinvoice.
person to whom such supply is made, if he has made a written request
within fourteen days from the time of supply or has made a request
stating that he is a registered person under this Act or is deemed to be
a registered person under this Act, and requires that a tax invoice be
issued, a tax invoice shall be issued not later than twenty eight days
after the time of such supply:

Provided however, where a request has been made by a person

registered or deemed to be registered under this Act after the receipt of

the first supply such person shall not be required to make any further

request in respect of any subsequent supply.

Provided further, any tax invoice shall not be issued on the supplies [s 5 of 7 of 2014]
considered as deemed liable supplies referred to in section 8 of this [w.e.f.1.1.2014]
Act.

(2) The tax invoice shall set out —

(a) the name, address and the registration number of the supplier;
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(b) the name and address of the person to whom the supply was
made;

(c) the date on which the tax invoice was issued and its serial
number;

(d) the date of supply and description of the goods or services;
(e) the quantity or volume of the supply;

(f) the value of the supply, the tax charged and the consideration for
the supply; and

(g) the words “TAX INVOICE” at a conspicuous place in such
invoice.

Any tax invoice not issued within the period specified in subsection [s 5 of

(1) and which does not conform to the provisions of subsection (2) 7 of 2003]
shall not be a valid tax invoice. Any valid tax invoice issued under the ~ w.e.f. 1/8/2002
Goods and Services Tax Act, No. 34 of 1996 prior to August 1, 2002

or thereafter shall be deemed to be a tax invoice issued under this Act.

(3) Where goods have been imported into Sri Lanka the customs goods [S5 of
: . . 7 of 2003]
declaration or any other document authenticated by the Director " "2 n00,
General of Customs shall be treated as a tax invoice under this Act.

Any customs goods declaration or any other document authenticated
by the Director General of Customs and issued under the Goods and
Services Tax Act, No. 34 of 1996 prior to August 1, 2002 shall also be
treated as a tax invoice.

(4) The original of the tax invoice shall be issued to the person to whom
the supply was made and the duplicate of such invoice shall be
retained by the person who makes such supply for a period of five
years after the expiry of the taxable period in which such invoice was
issued.

(5) It shall not be lawful to issue more than one tax invoice for each
supply. If a registered person claims to have lost the original tax
invoice, the person who makes the supply may issue to such registered
person a copy clearly marked “copy only”.

(6) (a) Notwithstanding the provisions of subsection (2), where a
registered person makes a taxable supply and the recipient of such
supply is not a registered person such supplier shall issue an
invoice giving the total consideration of such supply including the
tax charged. Where the supplier has not kept adequate records on
such supplies covered by such invoices all such supplies shall be
considered as supplies made under the appropriate rate specified
in section 2 of the Act Standard rate of tax. An invoice issued [5 6 of 8 of 2006]
under this subsection shall not be considered as a tax invoice for w.e.f 31/3/2006
the purposes of this Act.
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Provided however a tax invoice shall be issued by such registered [s5 of

person who makes such taxable supply to any Government 7 of 2003]
institution, Provincial Council, Local Government institution, or ~ w.e.f. 1/8/2002
any public corporation, for any taxable supply made to such

institution, Council or such corporation, as the case may be,

whether or not such institution, Council o corporation is

registered under this Act

Notwithstanding the provisions of subsection (2), though Value

Added Tax is deferred, there shall be issued by every registered 52?%’;32/28%]5
person, on supplies made under paragraphs (a), (c), (d) or (e) of [s40f90f2011]
subsection (2) of section 2, a tax invoice along with the Value Added w.c.f. 01/01/2011
Tax component shown as ‘Suspended Value Added Tax’ . An invoice

issued under this paragraph shall not be considered as a tax invoice for

the purposes of this Act.

(7) Any person who contravenes the provisions of subsection (1) shall be
guilty of an offence and shall be liable on conviction after summary
trial before a Magistrate, to a fine not less than rupees twenty-five
thousand and not exceeding rupees two hundred and fifty thousand
and thereafter in the event of the offence being continued to be
committed, after conviction to a fine of rupees five hundred for each
day on which the offence is so continued to be committed.

(8) Where any person convicted of an offence under subsection (7)
continues to commit such offence beyond a period of fourteen days
from the date of his conviction, the court may upon an application for
closure of the business being made by the Commissioner-General or
any officer authorized in that behalf by the Commissioner-General
order the closure of such business.

(9) In any case where such person fails to comply with the closure order
issued under subsection (8), the Magistrate shall forthwith order the
fiscal of the court requiring and authorizing such fiscal before a date
specified in such order not being a date earlier than three or later than
seven clear days from the date of issue of such order to close such
business. Such order shall be sufficient authority for the said fiscal or
any police officer authorized by him in that behalf to enter the
premises in which the business is carried on or carried out with such
assistants as the fiscal or such police officer shall deem necessary to
close such business.

CHAPTER III

RETURNS AND CALCULATION OF TAX

21. (1) Every registered person shall furnish to the Commissioner-General —  Returns and
information to be

. . . furnished.
(a) for any taxable period ending prior to January 1, 2013, not

later than the twentieth day of the month after the expiry of [s 80f 6 of 2005]

o w.e.f. 1/1/2005
each taxable period ; [s 3 of 14 of 2007]
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(b) for any taxable period commencing on or after January 1, 2013 w.e.f. 1/1/2007
not later than the last day of the month after the expiry of each [$100f170f2013]
taxable period.

a return either in writing or by electronic means of his supplies during
that taxable period. Every such return shall be in the specified form
and shall contain all such particulars as may be required to be set out
in such form.

Provided however, a return for the period of two months commencing
from August 1, 2002, shall be furnished not later than the last day of
October, 2002 by any person who has been allocated with a taxable
period of three months.

(2) An Assessor may, by notice in writing, require any person who is not
a registered person but, in his judgement is a person chargeable with
tax, to furnish, a return in the specified form within the time specified
in such notice.

(3) Any return due under subsection (1) or (3) of section 21 of Goods and
Services Tax Act, No. 34 of 1996 for any taxable period commencing
prior to August 1, 2002 shall be deemed to be a return due under this
Act.

(4) For the purposes of obtaining full information in respect of the supply
of goods or services made by any person, an Assessor may give notice
in writing to such person requiring him —

(a) to produce for examination or transmit to the Assessor, within the
period specified in such notice any books of accounts whether
contained in a manual, mechanical or electronic format or
combination thereof, trade lists, stock lists, registers, invoices,
cheques, bank statements, paying-in-slips, accounts, auditors’
reports or other documents in his possession as may be specified
in order to verify the entries in such books, documents and
accounts;

(b) to attend in person or by an authorized representative at such
place and on such date and at such time as may be specified in the
notice for the purpose of being examined regarding the taxable
activity carried on or carried out by that person.

(5) For the purposes of this Act, a Deputy Commissioner may give notice
in writing to any person requiring him —

(a) to produce or transmit to such Deputy Commissioner within the
period specified in such notice any books of accounts whether
contained in a manual, mechanical or electronic format or
combination thereof, trade lists, stock lists, registers, invoices,
cheques, bank statements, paying-in-slips, accounts, auditors’
reports or other documents in his possession as may be specified
in such notice;

Value Added Tax Act - Consolidation 2014 26



(b) to attend in person or by an authorized representative, at such
place and on such date and at such time as may be specified in
such notice so that he may be examined on any such matter as
may be specified in such notice.

(6) A person who attends in compliance with a notice given under
subsection (5) may be allowed by the Commissioner-General any
reasonable expenses necessarily incurred by him in so attending.

(7) A Deputy Commissioner or an Assessor with the approval of a Deputy
Commissioner, may retain in his custody as long as such retention is
necessary for the purpose of this Act any books of accounts whether
contained in a manual, mechanical or electronic format or
combination thereof, trade lists, stock lists, registers, invoices,
cheques, bank statements, paying-in-slips, accounts, auditors’ reports
or other documents in his possession as may be specified in order to
verify the entries in such books, documents and accounts.

(8) An Assessor may give notice in writing to any person where he thinks,
it is necessary, requiring him to furnish within the time specified in
such notice —

(a) fuller or further returns; or

(b) fuller or further information relating to any matter which in the
opinion of the Assessor be necessary or relevant for the
assessment to tax payable by such person.

(9) A return, statement or form purporting to be furnished under this Act
by or on behalf of any person shall for all purposes be deemed to have
been furnished by that person or by his authority, as the case may be,
unless the contrary is proved, and any person signing such return,
statement or form shall be deemed to be cognizant of all matters
contained therein.

(10) Where any person fails to comply with the provisions of subsection
(1), or fails to comply with the requirements of a notice given to such
person by an Assessor under subsection (2) directing him to furnish
within the time specified in such notice, a return containing such
particulars as the Assessor may require, the Commissioner-General
may —

(a) imposes on such person a penalty of a sum not exceeding fifty
thousand rupees, and give notice in writing to such person of the
imposition of such penalty;

(b) by notice in writing require such person —

(1) to pay such penalty; and

(i) to furnish the return he is required to furnish under
subsection (1) if such return has not been furnished or to
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comply with the requirements of the notice given to him
under subsection (2) if such requirements have not been
complied with, as the case may be, within such period as
may be specified in such notice.

(11) The Commissioner-General may reduce or annul any penalty imposed
on any person under paragraph (a) of subsection (10) if such person
proves to the satisfaction of the Commissioner-General that his failure
to comply with the provisions of subsection (1) or the direction under
subsection (2), as the case may be, was due to circumstances beyond
his control and that he has subsequently complied with such
provisions or direction.

(12) Except where the Commissioner-General, imposes a penalty under [s6of70f2003]
subsection (10), every person who contravenes the provisions of w.e.f. 1/8/2002
subsection (1) or subsection (2), shall be guilty of an offence under
this Act and shall be liable on conviction after summary trial before a
Magistrate to a fine not exceeding fifty thousand rupees or to an
imprisonment of either description for a term not exceeding six
months or to both such fine and imprisonment.

22. (1) A registered person shall, in respect of any taxable supply made by Credit for input tax
him, account for and pay the tax by reference to such taxable period at 84"t oUPut X
such time and in such manner as may be specified in this Act.

Provided that, the amount of tax due on the supply of — [s 11 (1) of
17 of 2013 ]
(a) garments within such percentage as is permitted to sell locally
by the Board of Investment of Sri Lanka, established by the
Board of Investments of Sri Lanka Law, No. 4 of 1978 under
any agreement entered into by the manufacturer of garments
for export under section 17 of the aforesaid law as approved by [s 7 of
the Board of Investment of Sri Lanka or the Director-General 7 of 2003]
of Customs , shall be rupees twenty five for each such garment w.e.f. 1/8/2002
so supplied within Sri Lanka;

(b) fabric including any product as specified in the following sub-

paragraphs made out of fabric within such percentage as is 5507f %03]
permitted to sell locally by the Board of Investment of Sri ¢ 1/8/2002
Lanka, established by the Board of Investment of Sri Lanka
Law, No. 4 of 1978, under any agreement entered into by the
manufacturer of fabric for export under section 17 of the
aforesaid law, as approved by the Board of Investment of Sri
Lanka or the Director-General of Customs shall be at the
following rates:—

[s 4 of 14 of 2007]
w.e.f. 1/1/2007

(1) linen or curtains at rupees forty per kilogram;
(11) towels at rupees twenty five per item,;

(i11))  bags made out of fabric at rupees forty per item ;
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(iv)  excess fabric as cut pieces not more than two metres in
length of each piece at rupees twenty five per kilogram;

(v) any other fabric at rupees forty per kilogram.”.

Provided further that no other tax or levy payable at the point of entry

into the country including any duty under the Customs Ordinance [$3(2) of
(Chapter 235) or Cess under subsection (1) of section 14 of Sri Lanka 7 0f2012
Export Development Act, No. 40 of 1979, shall be charged or

collected on such sale of garments or fabric, where the amount

specified in the preceding proviso has been paid on such sale.

(2) Subject to the provisions of this Act, a registered person shall be
entitled at end of each such period to credit for so much of his input
tax as is allowable under this Act, and then to deduct such amount
from any output tax that is due to from him:

Provided however, any person adopting a payment basis of
accounting, shall be entitled to claim credit on so much of his input
tax as is allowable under this Act, only in respect of a supply for
which the payment of the tax has been made by such person.

(3) Where a supply of goods or services received by a registered person or
goods imported by such person are used or are to be used partly for
the purposes of a taxable activity carried on or carried out by such
person on which tax can be levied and partly for other purposes, the
tax on such supplies and importation shall be apportioned so however
that only so much of the tax on such supplies or importation as is
referable to his taxable activity on which tax can be levied other than
any tax levied under Chapter III A of the Act shall be counted as his
input tax.

Provided however, in the case of a person providing leasing facilities [s 6 of 13 of 2004]
under the Finance Leasing Act, No. 56 of 2000, the input tax on goods w-.e.f. 1/10/2003
supplied under a finance leasing agreement entered into on or after

July 1, 2003 but prior to January 1, 2004 shall be counted at the rate of

ten per centum or less, even if the tax charged on such goods is more

than ten per centum :

Provided further, that any person who accounts for the output tax on
all or part of his taxable supplies at the rate of ten per centum shall be
entitled to deduct as input tax in relation to such supplies as is
allowable under this Act only at the rate of ten per centum even where
such person has paid the input tax at a higher rate than the rate of ten
per centum on the value of such supplies received by him, other than
in the case of a lorry, motor coach or wagon.

For the purpose of this subsection —

“lorry” and “motor coach” shall have the respective meanings as
assigned to them in the Motor Traffic Act (Chapter 203); and
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“wagon” shall have the same meaning as assigned to it in the Finance
Act, No.16 of 1995.”.

Provided further, that any person who accounts for the output tax at [s 9 of 6 0f2005]
the rate of five per centum shall not be entitled to deduct any input tax &1 18/11/2004
in relation to such supply other than in the case of a motor vehicle

used for purposes of transportation of machinery for

production :

Provided further, any input tax paid on the purchase of goods or [s 4(1) of 15 of

. . . . . 2009]
importation of goods or the purchase of services specified in the "% /15009
Fourth Schedule (Luxury Rate) which is allowable by any person

under this Act shall be restricted to twelve per centum other than in

relation to the input tax paid on any goods imported including any

goods received from a bonded area, by a registered person who

imports or receives such goods, being raw-material to be used by such

person for the purpose of manufacture and export of goods so
manufactured.

(4) Where an unregistered person leases out his land and buildings in
terms of a tenancy agreement to a registered person, such registered
person shall, notwithstanding that the unregistered person is not
entitled to claim any input tax in respect of any expenses incurred in
connection with the services provided on such land and buildings by
another registered person, be entitled to claim such amount of input
tax as determined by the Commissioner- General for the expenses
incurred by him on such services provided on such land and buildings
for the duration of such tenancy agreement if such registered person
provides sufficient evidence to the satisfaction of the Commissioner-
General to enable him to determine the amount of such input tax
which such registered person is entitled to claim.

[s 6 of 13 of 2004]
w.e.f. 1/8/2002

(5) Where any return is furnished under subsection (1) or (2) of section 21
and if at the end of the taxable period to which such return relates the ‘[Ei(;f }?87;(2)8%4]
amount of subject to subsection (10) the input tax allowable under this  [s4(3) of 14 of
Act exceeds the amount of the output tax, the excess of the input tax 2007]
shall not be refunded but shall be set off against the output tax of the ~W-e-f 1/1/2007
succeeding taxable period and so on. Any residue of such excess as
has not been so set off in the period of six months from the end of the
taxable period in which such excess first arose, shall, subject to the
provisions of subsection (3) of section 58, be refunded; and where it is
not so refunded the Commissioner-General shall pay interest, at such
rate prescribed under section 59 on such amount for the period
commencing on the expiration of one month from the end of the
taxable period in which such refund became due and ending on the
date of the refund subject to the provisions of the proviso to section 59

Provided that where any residue of any excess input tax refundable on
or after August 1, 2002 under the Goods and Services Tax Act, No. 34
of 1996 is outstanding on August 1, 2002, such excess shall not be
deducted from any output tax due for any taxable period under this
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Act, but shall accordingly be refunded under the Goods and Services
Tax Act, No. 34 of 1996

Provided however, that where in a taxable period —

(a) there is an excess of input tax in any taxable period, in the case of
a registered person who has entered into an agreement with the
Board of Investment of Sri Lanka, and that taxable period, falls
within the period referred to in item (xxvii) of the Schedule to
the Goods and Services Tax Act, No. 34 of 1996 or item (xx) of
the First Schedule to this Act or, within the project
implementation period as stipulated in any agreement referred to
in item (xxvii) of the Schedule to the Goods and Services Tax Act
No. 34 of 1996 or item (xx) of the First Schedule to this Act or up
to the commencement of commercial activities whichever is
earlier ;

(b) there is an excess of input tax and that taxable period falls before
the taxable period, in which the making of taxable supplies,
commenced as undertaken by such person in the case of a person [s 7 of
referred to in subsection (7); 7 of 2003/
w.e.f. 1/8/2002
(c) there is an excess of input tax including the tax differed under
section 2, in the case of a registered person the value of whose
zero rated supplies for the taxable period was more than fifty per
centum, of his total taxable supplies for that taxable period, the
excess of the input tax inclusive of an excess input tax brought
forward from a preceding taxable period ;

(d) any registered person who has obtained a deferment tax under
section 2 in any taxable period and not made any zero rated
supplies or made zero rated supplies of fifty per centum, or less of
the total taxable supplies for such taxable period, the excess of
input tax not exceeding the amount of such deferred tax under
section 2;

[s 7(2) of 8 of 2006]
w.e.f. 1/1/2006

(e) there is an excess of input tax including tax deferred under section
2, of any registered person who is registered with the Simplified ‘[;Z(? f;ﬁ;gég%]
Value Added Tax Scheme administrated by the Commissioner - [s 11 (2) (a) of
General referred to in paragraph (e) of subsection (2) of section 2 17 0f2013]
with effect from April 1, 2011, being a supplier of goods to
exporters of goods, referred to in that paragraph for the taxable

period was more than fifty per centum.

such part of the excess or such excess as the case may be, including
any excess brought forward from any taxable period under this Act or
under the Goods and Services Tax Act, No.34 of 1996 for any taxable
period ending on or before July 31, 2002, shall be refunded, subject to
the provisions of section 58 in the following manner-

[s 7(2) of 8 of 2006]
w.e.f. 1/1/2006

(a) if the excess is in respect of the taxable period commencing on or
after August 1, 2002 but ending prior to January 01, 2006, such
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excess shall be refunded not later than one month after the end of
the taxable period or from the date of receipt of the return for such
taxable period whichever is later;

(b) if the excess is in respect of the taxable period commencing on or ~ [55(1) of 9 0f 2011]
after January 1, 2006 and ending on March 31, 2011

(i) the excess shall be refunded to a registered person referred to [S 4(2) of 15 of
in paragraphs (c), (d) or (e), not later than fifteen days after t ‘232?% 1/1/2009
return for the taxable period whichever is later, provided such
refund is subject to the furnishing of a bank guarantee or an
insurance bond by a registered person to the value as
determined by the Commissioner General , which is valid for
a period of three months; and

(i1) the excess shall in all other cases be refunded not later than
forty-five days after the end of taxable period or from the date
of receipt of the return for the relevant taxable period
whichever is later:

(c) if the excess is in respect of any taxable period commencing on or ~ [$5(1) of 9 0f 2011]
after April 1, 2011, such excess shall be refunded no later than
forty-five days after the end of that taxable period or from the date
of receipt of the return for the relevant taxable period whichever is
later.

Provided further, in case of a registered person who imports goods for

re-sale without processing, the excess input tax representing the tax [5571(?(3; (YbS)f i(f)OS]
paid under subsection (3) of section 2 shall not be refunded, but such 17 0f2013]

input tax including any excess input tax as at July 31, 2002, under the [s 3(4) of
Goods and Services Tax Act, No. 34 of 1996 shall be carried forward 702012

except in a case where such supplies are made to any registered person

referred to in items (i), (i1), (ii1), (iv), (v) or (vi) of paragraph (e) of

subsection (2) of section 2 of this Act, subject to the conditions and

the limitations specified in the guidelines published for the purposes

of applying the deferment for the specified period.

In the event of a failure to pay such refund within such period, interest
on such refund shall be payable from the date on which the refund
becomes due to date of payment thereof at such rate as may be
prescribed under section 59 subject to the provisions of the proviso to
that section.

(6) Any input tax attributable to the supply of goods or services received
shall not be deducted under subsection (2) in respect of the following
(1) if the supply is in respect of motor vehicles other than motor
cycles, bicycles, motor coaches provided by an employer for
the transportation of his employees, motor vehicles used for
excursion tours, or for the transportation of tourists, or
transportation of goods or hiring cars, or motor vehicle

forming part of any stock in trade of any taxable activity;
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(i)  if the supply of goods or services received is not connected gsogg“) of 14 of
with the taxable activity or not included in the value of taxable e'fgl 1/1/2007

supply ;

(i)  if the supply of goods or services received is not supported by

(a) avalid tax invoice ; or 55 7f(2nz) .
(b) a customs goods declaration or other authenticated document W'Oe' 1 /8}2002
issued by the Director-General of Customs under this Act or

under the Goods and Services Tax Act, No. 34 of 1996,

and received within twelve months from the end of the relevant
taxable period in respect of which such tax invoice was issued or
from the date of importation of goods, as the case may be;

w.e.f 1/1/2009

(iv) (a) any invoice referred to in paragraph (iii) has not been deducted [s 4(3) of 15 of
as provided for in this Act, from the output tax for any taxable 2009]
period ending on or before the expiry of twelve months from w.e.f. 17172009
the date of such tax invoice , by furnishing within the said
period of twelve months the return for that taxable period; and

(b) any custom declaration referred to in paragraph (iii) , has not
been deducted as provided for in this Act, from the output tax
for any taxable period ending on or before the expiry of twenty
four months from the date of such custom declaration , by
furnishing within the said period of twenty four months the
return for that taxable period .
[s 11 (3) of
(v) on any tax invoice issued prior to the commencement of the 170f2013]
liability to tax unless such tax invoice is connected to any
business approved under subsection (7) of this section

Provided however, notwithstanding the provisions of subsection (2) ,

and the exemptions specified in item (i) and item (i1) of sub-paragraph [s5(2) of 9 of 2011]
(f) of Part II of the First Schedule to this Act, any Registered person w.e.f. 01/01/2011
who is engaged in supplying of goods or services to any strategic

development project or any other special project as is referred to in the

aforesaid items, where the payment is borne by the Government, may

be allowed input tax on the purchased of goods or services connected

to supply of goods or services to such projects :

Provided further, notwithstanding the provisions of subsection (2),
the tax paid by the employer as a registered person, on the payments
borne by him on the outsourcing of the supply of meals and transport,
in respect of a benefit referred to in the exemption specified in item
(iv) of paragraph (b) of Part II of the First Schedule, may be allowed
as the input credit of a registered person.

(7) Where any person has proved to the satisfaction of the Commissioner- [s 6 of 13 of 2004]
General, that such person has commenced any business or any project w.e.f 17172004
in Sri Lanka, and undertakes to make taxable supplies in respect of
such business or project within a period of thirty months from
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commencement of such operation, then ( w.e.f.1/4/2004), he may
register such person subject to such conditions as may be specified by
him, notwithstanding the provisions of section 14 and allow credit for
input tax in respect of such business or project subject to the
.. . [s 6 of 13 of 2004]
provisions of sub-paragraph (iii) of subsection (6). Further, where the [’ <"/} 1004
Commissioner-General is satisfied that in consideration of the nature
of the project that the period of thirty months is not sufficient to
commence the making of taxable supplies, he may extend the period
on the basis of an application made by such registered person to that [s6 of 13 of 2004]
effect (w.e.f.1/4/2004) w.e.f. 1/1/2004

Provided that any person, who is already registered for an existing
business or project shall inform the Commissioner-General of such
fact and request that such registration be extended to include any new
business or project. The provisions of this subsection shall thereupon
apply to such new

business or project.

(8) Notwithstanding the provisions of section 33, any refund in excess of
the amount due, or any excess amount of input tax claimed under this
Act or the Goods and Services Tax Act, No. 34 of 1996 shall be
assessed by an Assessor on the registered person to whom the refund
has been made or making such claim, as the case may be, and such
amount shall be deemed to be a tax in default on the first day of the
taxable period in which the excess of input tax first arose resulting in
such refund or claim in excess as the case may be.

For the purposes of this subsection, input tax claimed in a return by
any person-

(a) who has not commenced any commercial operation within or on
completion of the project implementation period referred to in
item (xxvii) or item (xxviii) of the Schedule to the Goods and
Services Tax Act, No. 34 of 1996 or item (xix) or (xx) of the
First Schedule to this Act, as the case may be;

(b) who has obtained approval under subsection (7) or subsection
(6) of section 22 of the Goods and Services Tax Act, No. 34 of gso7f 2503]
1996 .and has not commenced business of making taxable w.e.f 1/8/2002
supplies as stated in the undertaking given, by such person prior
to the obtaining of such approval,

shall be deemed to be an excess amount of input tax claimed by such
person.

(9) Notwithstanding the provisions of the first proviso and second proviso [s 6 of 13 of 2004/
to subsection (3), any registered person who, for any taxable period w.e.f. 17172004
commencing from January 1, 2004, makes a taxable supply, other than
any zero rated supply or a supply which has continuously been taxed
at the rate of ten per centum, shall be entitled to deduct as input tax
seventy five per centum of such input tax paid at the rate of twenty per
centum on the value of such supplies received by him :
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Provided that where the input tax is related to a taxable period prior to
January 1, 2004, any registered person who has made any taxable
supply which was liable to tax at the rate of twenty per centum, shall
not be subject to the above limitation

(10) The amount of any input tax allowable for any taxable period, shall be
subject to the following further restrictions :-

(a) for any taxable period commencing on or after January 1, 2007 but
prior to December 31, 2010, including in the case of a registered
person who imports goods for re-sale without processing referred
to in the third proviso to subsection (5) of this section, the excess
input tax as at December 31, 2006 to the lesser amount of eighty-
five per centum of the output tax declared for that taxable period or
the input tax allowable under the provisions of this Act. The
residue, if any, shall be deemed to be a part of the input tax
allowable in the subsequent taxable period or periods, subject
however to the same restriction up to the taxable period ended as at
December 31, 2010. The unabsorbed residue, if any, as at
December 31, 2010 shall be carried forward and may be claimed
by a registered person for any taxable period —

(A) commencing on or after January 1, 2011 but prior to January
1, 2012, not exceeding a sum equivalent to ten per centum of
the unabsorbed amount for each month, but not exceeding
five per centum of the net tax payable after deducting
allowable input credit from the output tax payable by such
person;

(B) commencing on or after January 1, 2012, not exceeding a sum
equivalent to ten per centum of the unabsorbed amount for
each month but not exceeding the net tax payable after
deducting allowable input credit from the output tax by such
person;

(b) for any taxable period commencing on or after January 1, 2011,
excluding the input tax referred to in sub-paragraph (a) above
claimed up to December 31, 2010, to the lesser amount of hundred
per centum of the output tax declared for that taxable period or the
input tax allowable under the provisions of this Act. The residue, if
any, shall be deemed to be a part of the input tax allowable in the
subsequent taxable period or periods, subject however to the same
restriction:

Provided that, in the case of a registered person —

(A)who as at December 31, 2010, has an unabsorbed input credit,
but from and after January 1, 2011, such person has no taxable
supplies liable to tax under the provisions of this Act; or

(B) where in respect of each month with effect from January 1,
2012, the actual set off of the unabsorbed input credit of such
person, not exceeding ten per centum of the unabsorbed input
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credit as at December31, 2010, the excess over the amount set
off, as is referred to in sub-paragraph (B) of paragraph (a) of
subsection (10),

may be set off after ascertaining the amount of the unabsorbed input
credit in the following manner:—

(1) for any taxable period commencing on or after January 1, 2011 but
prior to January 1, 2012, in the manner provided for in either
paragraph (a), paragraph (b), paragraph (c) or (d), as the case may
be-

(a) in the case of a registered person who is an operator of
a telecommunication services licensed under section 17
of the Sri Lanka Telecommunication Act, No. 25 of
1991, the set off may be made as against the sum
payable by him as Telecommunication Levy payable
under the Telecommunication Levy Act, No. 21 of
2011;

(b) in the case of a registered person who is liable to pay
income tax, the set off may be made as against the sum
payable by such person as income tax after January 1,
2011;

(c) in the case of a person to whom the provisions of either
paragraph (a) or (b) above does not apply, the set off
shall be made against the sum payable after January 1,
2011, by such person as tax under any written law for
the time being in force, administered by the
Commissioner - General,

(d) in the case of a person to whom the provisions of either
paragraph (a), (b), or (c) above does not apply, the set
off may be considered against the tax payable at the
point of entry into the country, by the Director-General
of Customs after July 13, 2011 with the approval of the
Commissioner- General after considering the facts of
the case;

(i1) for any taxable period commencing on or after January 1, 2012,
against the tax payable in the manner provided for in either
paragraph (a), paragraph (b) or paragraph (c) below, as the case
may be:-

(a) in the case of a registered person who is an operator of
a telecommunication services licensed under section 17
of the Sri Lanka Telecommunication Act, No. 25 of
1991, the set off may be made as against the sum
payable by him as Telecommunication Levy payable
under the Telecommunication Levy Act, No. 21 of
2011; or
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(b) in the case of a registered person who is liable to pay
any tax administered by the Commissioner - General of
Inland Revenue, the set off may be made against the
sum payable after January 1, 2012, by such person as
tax under any written law for the time being in force,
administered by the Commissioner— General; and

(c) in the case of a registered person to whom the
provisions under paragraph (a) and (b) above do not
apply, the set off may be considered against the tax
payable at the point of entry into the country, by the
Director-General of Customs after January 1, 2012 with
the approval of the Commissioner- General after
considering the facts of the case.

The set off for each month, against the tax payable in terms of this
subsection—

(1) where such set off is applicable to any taxable period from January
1, 2011 but prior to January 1, 2012 shall not exceed ten per
centum of the unabsorbed input credit as at December 31, 2010 or
five per centum of the relevant tax liability, whichever is less;

(i1) where such set off is applicable to any taxable period commencing
on or after January 1, 2011 shall not exceed ten per centum of the
unabsorbed input credit as at December 31, 2010 or the net
unabsorbed balance as at December 31, 2011 after setting off the
tax payable during the period of twelve months from the total
unabsorbed balance as at December 31, 2010, whichever is less.

Provided however, the above restriction shall not apply in relation to
input tax attributable to—

(1) supplies which are zero rated,; [s 11 (5) of
17 0f 2013 ]
(i1) supplies on which the tax is differed under this Act, being supplies
made to exporters by a supplier so far as both are registered
persons with the Simplified Value Added Tax Scheme
administrated by the Commissioner-General referred to in
paragraph (e) of subsection (2) of section 2 subject to the
conditions specified in the guidelines specified by the
Commissioner-General; and

(iii)) project related goods or services during the project
implementation period, incurred by a person who is registered
under subsection (7) of section 22.

Provided further, that for the purpose of ascertainment of the input tax [ 3(2) of 15 of
allowable in terms of this subsection of any person supplying goods or iog?c] 1/1/2008
services to any strategic development project or any other special
project, specified in item (i) and item (ii) of sub-paragraph (f) of Part
IT of the First Schedule to this Act, the value of the supply of the
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suppliers for the relevant period of such project shall be deemed to be
a taxable supply on which the output tax is computed.

(11) Subject to the provisions of subsection (5) of section 16, any [s 11(5) of
unabsorbed balance of the allowable input tax, calculated in terms of 17012013]
the provisions of this section, as at December 31, 2012, not claimable
after January 1, 2013, due to the cancelation of the registration of any
registered person whose total supplies does not exceed rupees three
million for a period of three months and rupees twelve million per
year in the year commencing from January 1, 2012 and ending on
December 31, 2012, may be set off against the taxes administrated by
the Commissioner-General on a request made in writing to the
Commissioner-General for such purpose:

Provided that, the tax under this subsection shall be set off after the
finalization of the liability on the cancellation of the registration with
the approval of the Commissioner-General.

(12) In the case of a person engaged in the insurance business and carrying [S 6 of 7 of 2014]
on both long term insurance business and general insurance business, [w.e.f.11.2014]
and who segregates such long term insurance business and the general
insurance business into two separate companies, as required by section
53 of the Regulation of Insurance Industry (Amendment) Act, No. 3
of 2011, the balance, if any, of the amount unabsorbed input credit
relating to the business of general insurance as at the date of such
segregation, shall notwithstanding anything to the contrary in any
other provision of this Act, but subject to the preceding provisions of
this section, be treated as an unabsorbed input credit by the company
carrying on the general insurance business after such segregation.

(13) Any unabsorbed input credit of any bank established under the
Banking Act, No.30 of 1988 or Finance Company licensed under the
Finance Business Act, No.42 of 2011, relating to the liable business of
such bank or finance company as at the date of acquisition or merger
of such bank or finance company, as the case may be, shall be allowed
to be claimed subject to the provisions of this Act, and in accordance
with the guidelines issued by the Central Bank for this purpose.

23. Every registered person shall account for tax on an invoice basis: Accounting basis.

Provided however that, the Commissioner-General may direct such
person to account for tax on a payment basis on such conditions as
may be specified by him on an application made in that behalf by a
registered person.

24, In ascertaining the amount of tax payable in any taxable period, there Bad Debts.
shall be deducted an amount of tax corresponding to any bad debt
incurred in the taxable activity of a registered person on a debt created
on or after April 1, 1998 and which has become bad during such
taxable period. The amount of tax deductible shall not exceed the
amount paid as tax in a previous taxable period in respect of the debt
which is to be written off:
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Provided that, any amount written off as bad debt before or after the
commencement of this Act is received in any taxable period by that
person on account of the bad debt so written off, notwithstanding the
provisions of section 33, the amount received shall be treated as a
taxable supply during the taxable period under this Act or the Goods
and Services Tax Act, No. 34 of 1996 in which it was received and
shall be liable to tax:

Provided further, that where any amount of tax corresponding to a bad
debt has been deducted by any person, the amount so deducted shall
be an output tax for the corresponding period of the person in respect
of whom the bad debt was incurred if he is a registered person.

25. (1) Where a registered person, has issued a tax invoice and accounted for Adjustment of tax
an incorrect amount of tax by undercharging or overcharging tax on a Eztzr;dlt or debit
supply made to another person, he shall be entitled to issue to such
other person a tax debit note or a tax credit note, as the case may be,
for the purpose of adjusting the amount of tax so undercharged or
overcharged.

Provided however, the adjustment in respect of input tax under [s5 of 14 of 2007]
claimed on an original tax invoice shall be made in respect of a tax w.e.d. 17172007
debit note or a tax credit note issued not later than six months after the

issue of the original tax invoice, to which the tax debit note or the tax

credit note relates.

(2) Upon the issue of the tax debit note or tax credit note, as the case may
be, in respect of a supply and in relation to the period in which such
note was issued —

(a) the supplier shall pay as output tax such amount of the tax that
was chargeable in respect of the supply as is in excess of the
amount that was accounted for or deduct as input tax such amount
as was accounted for as output tax as exceeds the amount of tax
chargeable; and

(b) the person to whom the supply was made shall if such person is a
registered person pay as output tax such amount of the tax that
was deducted by him as input tax as exceeds the proper amount
that should have been deducted or deduct as input tax such
amount as was deductible as exceeds the actual amount deducted
by him, as the case may be.

(3) The tax debit note or tax credit note referred to in subsection (1) shall
be in the specified form.
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25A

(1)

2)

3)

CHAPTER IIT A
IMPOSITION OF VALUE ADDED TAX ON THE SUPPLY OF
FINANCIAL SERVICES BY SPECIFIED INSTITUTIONS OR
BY ANY PERSON

Notwithstanding the provisions of Chapter I, II, III and item (xi) of the
First Schedule to this Act, a Value Added Tax (hercinafter in this
Chapter referred to as “the tax”) shall be charged in accordance with
the provisions of this Chapter with

on the supply of financial services in Sri Lanka —

(i) by any specified institution during the period commencing January
1, 2003 and ending on June 30, 2003; and

(i) by any person on or after July 1,2003 but prior to December
31,2007;

(iii) by any person other than a Co-operative Society registered under
the Co- operative Societies Law. No 5 of 1972, on or after January 1,
2008; and

(iv) by any person other than a Co- operative Society registered under
the Co-operative Societies Law No 5 of 1972 or Lady Lochore Loan
Fund established under the Act No 38 of 1951, commencing on or
after January 1, 2009, or the Central Bank of Sri Lanka established by
the Monetary Law Act, (Chapter 422) (with effect from July 1, 2003:

Provided however, the supply of financial services by a Unit Trust or
a Mutual Fund shall not be treated as a financial service for the
purpose of this section.

Every specified Institution or other person, carrying on the business of
supplying of any financial services in Sri Lanka, shall be required to
be registered :-

(a) where the value of such supply for a period of three months
exceeds five hundred thousand rupees or for a period of twelve
months one million eight hundred thousand rupees, as the case
may be, if such registration has taken place for any period prior
to January 1, 2013;

(b) where the value of such supply for a period of three months
exceeds three million rupees or for a period of twelve months
exceeds twelve million rupees, as the case may be, if such
registration has taken place for any period on or after January 1,
2013.

Every specified institution or other person required to be registered
under subsection (2), shall make an application for registration in the
specified form to the Commissioner-General not later than thirty days
from the date of completion of the requirements specified in
subsection (2):
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Provided that, any institution registered under this Act and which is
also a specified institution within the meaning of this Chapter, shall be
deemed for all purposes to be a specified institution registered under
this Chapter:

Provided further, the Commissioner-General shall register any person
who has not made an application for registration under this Chapter if
the Commissioner- General having regard to the nature of the
activities carried on or carried out by such person, is of opinion that
such person is required to be registered under this Chapter. In the
circumstances such person shall be afforded an opportunity of being
heard prior to being registered under this Chapter and register such
person accordingly with effect from such date as may be determined
by the Commissioner-General.

(4) The Commissioner-General shall upon such registration issue, to such [s8 ?f17/ 323823]
registered specified institution — weet Il

(a) a tax registration number ; and

(b) a certificate of registration :
Provided however any institution deemed to be registered under this
Chapter, shall not be issued with a tax registration number and a
certificate of registration, under this Chapter.

(5) Every registered person shall notify the Commissioner-General in [s 12 (4) of
.. 17 0f 2013 ]
writing of any change-

(a) 1in the name, address and place at which any taxable activity is
carried on or carried out by such person;

(b) in the nature of the taxable activity carried on or carried out by
such person;

(c) in the person authorized to sign returns and other documents;
and

(d) in ownership of the taxable activity,

not later than fourteen days after the occurrence of such change.

25B (1) The taxable period of every registered specified institution or other

person shall be :-

. . Monthly taxable
(a) one month for any taxable period prior to January 1, 2011; period

and
(b) six months for any taxable period commencing on or after [$ 6 of 9 of 2011]
January 1, 2011: [s 13 of
17 0f 2013 ]

Provided that, in the case of a specified institution or any
other person whose accounts are made up for a twelve months
period ending on the 31% day of March the six months period
may be commenced on the 1% day of April and the 1% day of
September for that period of twelve months. In such event a
separate return for the period commencing from the 1% day of
January to the 31% day of March shall be submitted at the time
of such change with the approval of the Commissioner-
General.
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(2) Every registered specified institution or other person shall furnish a
return in the Form specified, in respect of each taxable period before
the end of the following month of the taxable period.

(3) (a) Notwithstanding the provisions of subsection (1) of section 26, tax
payable for any taxable period by every registered specified
institution or other person shall be paid on a monthly basis on or
before the twentieth day of the succeeding month subject to the
making of the final adjustment, if any, with the submission of the
return as specified in this section.

(b) Any tax which is not so paid as set out in paragraph (a) shall be
deemed to be in default and any registered specified institution or
other person to whom this subsection applies shall be deemed to be
a defaulter within the meaning of this Act.

25C (1) Every registered specified institution under this Chapter shall be liable ~Calculation of Tax

to tax for each taxable period on its total value addition of such
institution which includes the net profits or loss, as the case may be,
before payment of income tax on such profit computed in accordance
with accepted accounting standards, subject to an adjustment for
economic depreciation ,determined by the Minister having regard to
the interest of economy by order published in the Gazette, and the
emoluments payable to all the employees of such institution :

Provided however where the amount of profits for each taxable period

cannot be accurately ascertained, such amount may be estimated on [s 14 (1) (a) of
the basis of available information. The estimated amounts shall be 170f2013]
adjusted to reflect the actual amounts with the audited statement of

accounts on yearly basis and such adjustment shall be submitted

within six months after the closing date of the relevant accounting

period.

Emoluments paid to all the employees shall include—

(a) in the case of specified employees under Chapter XIV of the
Inland Revenue Act, No. 10 of 2006, the gross remuneration 55710‘; glo)lgb% of
payable to such employees and reflected in the pay sheet
maintained under section 119 of the Inland Revenue Act, No.10
of 2006;” and

(b) in the case of an employee other than a “specified employee” the
gross remuneration paid to such employee reflected in the pay
sheet maintained under subsection (2).

for the purpose of this Chapter the value addition of such specified [s7(1) of 9 of 2011]
institution shall be computed :- w.e.£. 01/01/2011

(1) for any taxable period commencing prior to January 1, 2011,
based on the net profit or loss prior to the deduction of the tax
payable under this Chapter; and

(i1)) for any taxable period commencing on or after January 1,
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2011, based on the net profit or loss after the deduction of the
tax payable under this Chapter.

[S 8 of 8 of 2006]
For the avoidance of doubt it is hereby declared that “economic
depreciation” referred to in this subsection, shall not apply in relation
to any assets of any person registered under the Finance Leasing Act,
[S70f90f2011]

No. 56 of 2000, being an asset which forms part of the leasing stocks
of such person;

for the purpose of this Chapter the value addition of such specified
institution shall be computed :-

(i) for any taxable period commencing prior to January 1, 2011,
based on the net profit or loss prior to the deduction of the tax
payable under this Chapter; and

(i1) for any taxable period commencing on or after Januray 1, 2011,
based on the net profit or loss after the deduction of the tax
payable under this Chapter.";

(2) Every registered specified institution shall maintain a pay sheet in [S 8121‘ 27 Off2003]
respect every employee, other than a specified employee, in the 55‘7 of 2(0130]
manner set out by the Commissioner- General under section 119 of

the Inland Revenue Act, No. 10 of 2006.

(3) The amount of tax payable for any taxable period :- [s 7(2) of 9 of 2011]

(a) commencing from January 1, 2003 but prior to January 1, 2004
shall be ten percentum;

(b) commencing from January 1, 2004, but prior to January 1, 2005,
shall be fifteen per centum;

(c) commencing from January 1, 2005, but prior to January 1, 2011,
shall be twenty per centum; and

(d) commencing from January 1, 2011 shall be twelve per centum;

of the value addition specified in subsection (i)

(4) Notwithstanding anything contained in subsection (1), any person to ~ [s9of 13 of 2004]
whom this Chapter applies- [$7 of 7 of 2014]

(a) may in writing communicate to the Commissioner-General, his
intention to calculate subject to the provisions of subsection
(5), the tax to which he is liable in respect of any month
commencing on or after July 1, 2003 but for the period prior to
January 1, 2014. The provisions of subsection (5) shall
however be applicable for the period subsequent to the
communication in writing to the Commissioner-General which
communication shall not be revocable.

(b) shall for any month commencing from January 1, 2014, be
subject to the provisions of subsection (5).
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(5) For the purpose of calculating the tax, the value addition attributable
to—

(a) exempt supplies, other than the exempt supplies under item (x) of
paragraph (b) of PART II of the First Schedule but taxable under
this Chapter ;

(b) zero rated supplies ;

(c) taxable supplies on which tax has been paid or is payable in terms
of this Act, other than the value addition in relation to supplies
taxable under this Chapter ;

(d) the profit or income (not being profit from a business) on interest
arising or accrued from inter-company transactions of a group of
companies relating to any loan, advance or credit, other than any
profit or income arising to a company in that group which is a
“specified institution” within the meaning of this Chapter or a
person not registered with the Central Bank of Sri Lanka, but
providing services similar to the services provided by a finance
company ;

(e) the profit or income on interest arising or accrued to any approved
provident fund including the Employees Trust Fund or a Pension
Fund or any thrift, savings or building society or welfare fund to
which contributions are made by employees only or any approved
gratuity fund, or the interest income (not being profits from a
business) arising or accruing to any person other than a “specified
institution” within the meaning of this Chapter or a person not
registered with the Central Bank of Sri Lanka, but providing
services similar to the services provided by a finance company ;

(f) the dividend income (not being profit from a business) arising to
any person, other than such income arising to any “specified
institution” within the meaning of this Chapter or to a person not
registered with the Central Bank of Sri Lanka, but providing
services similar to the services provided by a finance company ;

(g) (1) during any taxable period commencing on or after July 1, 2002
and ending prior to January 1, 2004, the profit or income
arising to any person from the sale of company shares owned
by such person or to any person who is instrumental in the
purchase and sale of such shares by other persons, other than
such profits and income arising to any “specified institution”
within the meaning of this Chapter or a person not registered
with the Central Bank of Sri Lanka, but providing services
similar to such services provided by a finance company ;

(1) for any taxable period commencing on or after January 1, 2004
ending prior to January 1, 2005 the profits or income arising to
any person from the sale of shares in any company owned by
such person or to any person who is instrumental in the
purchase and sale of such shares by persons other than
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stockbrokers, other than profits and income arising to any
“specified institution” within the meaning of this Chapter or a
person not registered with the Central Bank of Sri Lanka, but
providing services similar to such services provided by a
finance company ;

[s 10 of 6 of 2005]*

(gg) for the taxable period commencing on or after January 1, 2005, [510(2) of 6 of
the profits or income arising to any person from the sale of 200%]
company shares owned by such person or to any person who is
instrumental in the purchase and sale of such shares by other
persons, other than such profits and income arising to any
“specified institution” within the meaning of this Chapter or a
person not registered with the Central Bank of Sri Lanka, but
providing services similar to such services provided by a finance
company.

(h) the profits or income (not being profits from a business) from the [s 14 (3) (d) of

. . . 17 of 2013 ]
exchange of currency other than such profits or income arising or
accruing to any person primarily engaged in the business or
exchange of currency or any “specified institution” within the
meaning of this Chapter or a person not registered with the Central
Bank of Sri Lanka, but providing services similar to such services
provided by a finance company,

included in the profit calculated as specified in subsection (1) of this
section shall be treated as zero.

(6) Notwithstanding the provisions of subsection (2) of Section 25A, no [s9 of 13 of 2004]
tax shall be charged from any person liable to such tax, if the value w-e.f 17772003
addition calculated in accordance with the provisions of this section
does not in respect of any calendar month exceed seventy five
thousand rupees.

(7) For the purposes of this section “group of companies” means a parent [S9 of 13 of 2004]
company and all its subsidiaries where the parent company which has w-e.f 17772003
one or more subsidiaries, and such subsidiaries are controlled by the
parent company either by controlling the composition of the board of
directors of such subsidiary or by holding more than half in nominal
value of the equity share capital of such subsidiary.

(8) Every specified institution or any other person shall for the purpose of [s7(3) of 9 of 2011]
the calculation of tax, submission of returns and information to be w.e.f. 01/01/2011
furnished relating to such return, payments of tax, issue of [s 14(4) of
assessments, imposition of penalty for non- submission of the returns 170f2013]
or the information required for the purpose of this Chapter, follow —

(a) the guidelines specified by the Commissioner-General; and

(b) the relevant guidelines specified in the Order published in the
Gazette,
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having considered the uniform application of the calculation of the
liability and any other matter specified in the guideline provisions of
this Chapter.

(9) eight per centum of the value addition specified in subsection (1) of [s7(4)of 9 of 2011]
section 25C shall be invested in the fund established in the Central /120!
Bank of Sri Lanka as specified in the guidelines issued for this
purposes with the concurrence of the Commissioner - General for the
period of three years commencing from January 1, 2011 and the
investment shall be made on a monthly basis on or before the
twentieth day of the subsequent month.

25D Where any registered specified institution or other person has paid any Tax Credit
tax under any other provision of this Act, other than this Chapter, a tax [s80f 7 of
credit shall be allowed for any taxable period prior to January 1, 2014  2003]
on an amount equal to such tax paid against the tax payable under this
Chapter, where in the opinion of the Commissioner-General there is [s 15 of
no material difference in the recognition of receipts of such institution 17 of 2013]
for the calculation of profits for the purposes of this Chapter and for [S8o0f70f2014]
the purposes of the calculation of taxable supplies under any other
provisions of this Act :

Provided however —

(1) for any taxable period commencing on or after January 1, 2003 and
ending prior to January 1, 2004,—

(a) fifty per centum of any such tax calculated at the standard rate
and paid to the Commissioner-General after deducting credit for
input tax by any person ; and

(b) twenty five per centum of any such tax paid, in respect of the
supply of leasing facilities by any person registered under the
Finance Leasing Act, No. 56 of 2000, under any other provision
of this Act, other than this Chapter, in relation to tax calculated as
provided in section 22, shall be deducted against the tax payable
under this Chapter; and

(i1) for any taxable period commencing on or after January 1,
2004, the tax calculated and paid to the Commissioner-General
after deducting credit for input tax by any person subject to a
limitation of twenty five per centum of any such tax, in respect
of the supply of leasing facilities by any person registered under
the Finance Leasing Act, No. 56 of 2000, under any other
provision of this Act, other than this Chapter, in relation to tax
calculated as provided in section 22, shall be deducted against
the tax payable under this Chapter.

Provided further, the preceding provisions of this section shall not [s10 of 13 of 2004]
apply to a registered person where the tax payable by such person w.e.f 17772003
under this Chapter, is calculated subject to the provisions of

subsection (5) of section 25C
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For the avoidance of doubt it is hereby declared that any reference in [$9 Eff;l(;fzgggﬂ
this section to “tax paid” means the tax calculated and paid to the "
Commissioner- General after deducting credit for input tax

25E The provisions of Chapters IV to XVI shall, mutatis mutandis, be Chapters IV to
applicable in respect of the tax charged under this Chapter. z;\gig;&z ©

registered specified
Institutions under
this Chapter.

25F For the purposes of this Chapter — Interpretations

supply of financial services means —
(a) the operation of any current, deposit or savings account;
(b) the exchange of currency ;

(c) the issue, payment, collection or transfer of ownership of any note,
order for payment, cheque or letter of credit ;

(d) the issue, allotment, transfer of ownership, drawing, acceptance or
. . . . . [s 11 of 13 of 2004]
endorsement of any debt. security, being any interest in or right to |, . ¢ 1/72003
be paid money owing by any person other than the transfer of
nonperforming loans of a licensed Commercial Bank to any other
person in terms of a re-structuring scheme of such bank as approved
by the Central Bank of Sri Lanka with the concurrence of the
Minister;

(e) the issue, allotment, transfer of ownership of any equity security or
a participatory security ;

(f) issue, underwriting, sub-underwriting or subscribing of any equity
security, debt security or participatory security;

(g) the provision of any loan, advance or credit;

(h) the provision — [s 10 of 8 of 2006]
w.e.f. 31/3/2006

(a) of the facility of instalment credit finance in a hire purchase
conditional sale or credit sale agreement for which facility a
separate charge is made and disclosed to the person to whom the
supply is made ;

(b) goods under any hire purchase agreement or conditional sale or
hire purchase agreement while have been used in Sri Lanka for a
period not less than twelve months as at the date of such
agreement

specified institution means —

(a) a licenced commercial bank within the meaning of the Banking
Act, No. 30 of 1988;
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(b) a finance company registered under the Finance Companies Act,
No. 78 of 1988 ;

(c) a licenced specialized bank within the meaning of the Banking
Act, No. 30 of 1988.

25G Where any person carries on the business of supplying financial
services, the preceding provisions of this Chapter, shall mutatis

mutandis apply, to and in relation to the supply of such services made
by such person on or after July 1, 2003.

CHAPTER III B

25H (1) A tax (hereinafter referred to as “optional value added tax’’) shall be
charged on the aggregate turnover from each taxable activity carried
on, or carried out, in Sri Lanka by a person or a partnership, if such
person or partnership is registered under this Chapter in accordance
with the provisions of this Chapter :-

(a) for every quarter commencing on January 1, 2007 and ending on
December 31, 2010, and for every quarter commencing from
the quarter in which the registration falls due, at the rate of five
per centum; and

(b) every quarter commencing on January 1, 2011 and ending on
December 31, 2012, in the following manner :-

(1) at the rate of two per centum, for every quarter falling within
the three years commencing from the beginning of the quarter
in which registration falls due, but after the December 31,
2010;

(i1) at the rate of four per centum, for every quarter falling
within the three years commencing immediately after the
end of the three years referred to in item (i);

(ii1) at the rate of eight per centum, for every quarter falling
within the three years commencing immediately after the
end of three years referred to in item (ii); and

(iv) at the rate of twelve per centum, for every quarter falling
within the three years commencing immediately after the
end of three years referred to in item (iii);

(2) For the purposes of this Chapter “turnover” in relation to any taxable
activity means the total amount received or receivable from
transactions entered into in respect of the taxable activities carried on,
or carried out, in Sri Lanka, other than any supply specified in the
First Schedule, or zero rated supplies referred to under section 7, or
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Added Tax
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supplies referred to in section 3 of the Act or to the sale of any capital
assets.

In this subsection —

“capital assets” shall have the same meaning as is given to it in section
25 of the Inland Revenue Act, No. 10 of 2006.

“quarter’ means the period of three months commencing on the first
day of January, the first day of April, the first day of July and the first
day of October of each year.

Every person of partnership registered under this Chapter shall furnish
to the Commissioner General of Inland Revenue not later than the
twentieth day of the month immediately following the expiry of the
relevant quarter , a return in such form and containing such particulars
as may be specified by the Commissioner General.

A person or a partnership referred to in subsection (2), may prior to
December 31, 2012, apply for registration under this Chapter and—

(a) the Commissioner General shall, if he is satisfied that the
conditions specified in subparagraphs (i) and (ii) of paragraph (a)
of subsection (2) are complied with, register such person or
partnership on a request made for registration and shall forthwith
assign a registration number to such person or partnership;

(b) such registration shall be valid for any quarter ending prior to
January 1, 2013 from the date of commencement of the quarter in
which the registration is obtained by such person or partnership.

(c) Any registration obtained under this Chapter shall be treated as
cancelled with effect from the period commencing from January 1,
2013:

Provided that, any person or partnership registered under this
Chapter whose turnover exceeds rupees twelve million per year
and fulfils the criteria for registration under section 10 shall obtain
a registration accordingly.

(a) the provisions of subsection (1) shall apply to any person or
partnership—

(1) whose aggregate turnover from every taxable activity carried on
or carried out, does not exceed

(a) rupees two million and five hundred thousand per year or six
hundred and twenty five thousand per quarter for any period
prior to January 1,2009; and

(b) rupees three million per year or seven hundred and fifty
thousand per quarter for any period commencing on or after
January 1,2009; and
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(i1) who or which is not registered under Chapter II.

(b) Any person or partnership registered under this Chapter may apply
to the Commissioner-General to cancel such registration and
further request the Commissioner-General to register him under
Chapter II, at any time during the period in which registration
under this Chapter subsists.

(¢) The provisions of Chapters I, II, IIT or IIIA shall not apply to a [s6of 14 of 2007]
person or partnership whose registration during the period is wee.f. 17172007
subsisting under this Chapter.

25J. (1) The values of supplies from any Islamic Financial Transaction shall be The ‘1’?111? of
chargeable to tax in terms of the provisions of this Act. iulp ples rom aiy
slamic Financial
Transactions to be
(2) The Commissioner-General of Inland Revenue shall in order to chargeableto tax.
d.eterm.ine the extent of liability to tax of any particular Islamic [ 10 of 9 of 2011]
Financial Transaction, issue, from time to time, such rules and

guidelines as may be required for the purpose of—

(a) identifying the circumstances which would amount to an Islamic
Financial Transaction ; and

(b) ascertaining the value of supplies arising out of any Islamic
Financial Transaction

CHAPTER 1V
PAYMENT OF TAX

26. (1) The tax in respect of any taxable period shall be paid not later than the Payment of tax.
twentieth day of the month following the end of the taxable period: [s 11 of 86 of 2006]

Provided that, in a case of a person whose taxable period falls in the
definition referred to in paragraph (b) of the definition of the
expression taxable period referred to in section 83, the tax in respect
of any quarter commencing on or after January 1, 2006

shall be paid, subject to the making of any final adjustments, if any,
with the submission of the return, in the following manner:-

(a) the tax payable for the first month of the taxable period, shall be
paid not later than the twentieth day of the second month of the
taxable period;

(b) the tax payable for the second month of the taxable period shall be
paid not late than the twentieth day of the third month of the
taxable period;

(c) the tax payable for the taxable period after deducting there from
the amount under paragraphs (a) and (b) shall be paid not later
than the twentieth day of the month following the end of that
taxable period.
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Any tax not paid as set out above shall be deemed to be in default and
the person by whom such tax is payable or where any tax is payable
by more than one person, each such person shall be deemed to be a
defaulter for the purposes of this Act.

(1A) Notwithstanding the provisions of subsection (1) of this section, in the [s 18(2) of
. . . 17 of 2013
case of a registered person whose taxable supplies consist of any
supplies other than the supply of goods manufactured in Sri Lanka by
such manufacturer, the tax in respect of any taxable period on or after
January 1, 2013 shall be paid :—

(i) for the period from the 1% day to the 15" day of any month on
or before the end of that month; and

(i) for the period from the 16™ day to the end of the month on or
before the 15" day of the subsequent month

subject to the making of any final adjustments, if any , with the
submission of the return .

Any tax not paid as set out above shall be deemed to be in default and the
person by whom such tax is payable or where any tax is payable by more than
one person, each such person shall be deemed to be a defaulter for the
purposes of this Act.

(2) The Commissioner-General may, defer the due date for the payment
of any tax assessed under paragraph (a) or (b) of subsection (1) of
section 28 or subsection (1) of section 31, under an appeal against
such assessment where —

(a) arequest in writing has been made to the Commissioner-General
for a deferment ; and

(b) it has been proved to the satisfaction of the Commissioner
. . [s 9 of 7 of 2003]
General that the tax due on the alleged supplies on which the e 1/82002 A
assessment has been made has not been charged by such person: correction of the
sinhala text
Provided however, such deferred tax or part thereof shall become
payable on the settlement of the appeal or withdrawal of the deferment
by the Commissioner-General, and shall be deemed to be tax in
default from the original due date of such tax.

26A (1) Every Government Agency which makes payments prior to January 1, Deduction of VAT
2011, in pursuance of a contract to which such Agency is a party or on /*dvance Payments
behalf of any other person who is a party to a contract shall, deduct [s 11 of 9 of 2011]
from such payment one- third of the tax included in such payment as
VAT Advance Payment , and the amount of tax so deducted shall be a [s 7 of 14 of 2007]
debt due from such Government Agency to the Republic and shall be w.e.f. 1/1/2007
recoverable forthwith or may be assessed and charged upon such
Government Agency in addition to any tax, if any, otherwise payable \[:Z 12 f&‘? /38(2)208]
by such Government Agency under this Act :
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Provided that no such deduction shall be made —

(1) where the total consideration for the performance of such contract
does not exceed five hundred thousand rupees excluding the
Value Added Tax; or

(i1) where the payment made is an immediate settlement for the goods
supplied on contract ; or

(ii1) where the Commissioner-General is of the opinion that deduction
is impracticable or inexpedient having regard to all the
circumstances of the case.

Any Government Agency who deducts tax in accordance with the
provisions of subsection (1) shall —

(a) issue to the person from whose payment the deduction is made, a
Certificate showing —
(1) the gross amount of payment ;

(i1) the total tax and the amount of one-third of the tax so deducted ;
and

(iii) the net amount actually paid; and

(b) remit the tax so deducted in any calendar month on or before the
end of the first week of the subsequent month to the
Commissioner-General together with the statement showing—

(1) the name and address of the person to whom the payment was
made and the registration number of such person ;

(i1) the gross amount of such payment ;

(ii1) the total tax, one-third of the tax deducted and the amount
actually paid ;

(iv) the name and address of the Government Agency who made the
payment and the registration number, if any ; and

(v) details of remittances, the cheque numbers and the date of
payment.

Where the taxable supplies of a person includes a sum from which tax
has been deducted and remitted in accordance with subsection (1) and
(2), he shall be entitled on production of the Certificate relating to
such sum issued in accordance with subsection (2), to set off against
the tax payable by him the amount shown in the Certificate as the
amount of tax deducted.

For the purposes of this section “contract” means —

(i) any contract in respect of construction work or services of
whatever nature not being a contract of employment ;
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(i1) any contract for the supply of goods or services in respect of any
contract specified in sub-paragraph (i) ;

(ii1)) any sub contract in respect of any contract specified in sub-
paragraphs (i) or (ii) ; or

(iv) any contract for the provision of services including a contract for
the provision of services as an entertainer or artist other than a
contract of employment.

(5) For the purposes of this section “Government Agency” means any [s7 of 14 of 2007]
Ministry, Department, Government Owned Business Undertaking, &% !/1/2007
public corporation, Provincial Council, local authority, University,

State bank, project funded by any Government institution for which
funds are provided from the Consolidated Fund and the Board of
Investment.

(6) Where any person fails to deduct tax in terms of subsection (1) or fails [ 7 of 14 of 2007]
to remit under sub section (2) any tax payable to the Commissioner w.e.d. 17172007
General, such tax shall be deemed to be in default and the provision of
this Act relating to the recovery of tax shall accordingly apply on any
such default tax.

(7) Any person who has made any deduction under subsection (1) or any [s7 of 14 of 2007]
remittance in pursuance of subsection (2) shall be deemed to have w.e.L. 1/1/2007
acted under the authority of the per persons concerned, and is hereby
indemnified in respect of such deduction or remittances as the case
may be, against all proceedings, civil or criminal, notwithstanding the
provision of any written law, contract or agreement.

27. (1) Where any tax is in default; the defaulter shall, in addition to such tax Penalty for default.
in default pay as penalty —

(a) asum equivalent to ten per centum of the amount in default; and

(b) where the amount in default is not paid before the last day of the
month succeeding the month in which such tax has begun to be
in default, a further sum, equivalent to two per centum of the
amount in default in respect of each period ending on the last day
of each succeeding month or part of such period during which it
is in default:

Provided however, that the total amount payable as penalty under this
subsection shall in no case exceed one hundred per centum of the tax
in default and any such amount may be waived or reduced if the
Commissioner-General is satisfied that by reason of any special
circumstances in which the default occurred waiver or reduction of
such amount would be just and equitable.

(2) Where upon the final determination of an appeal under Chapter VI
any tax in default to which any sum or sums under subsection (1) has
or have been added is reduced, then such sum or sums shall be
calculated on the tax so reduced.
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(3) Where any penalty payable under this section is outstanding on [s10 of 7 of 2003]
November 6, 2002— w.e.f. 6/11/2002

(a) such penalty shall be waived in full where the tax payable in
default has been fully paid on or before November 6, 2002;

(b) where a portion of the tax in default has been paid on or before
November 6, 2002, such penalty referable to the amount of the
tax in default paid shall be waived.

CHAPTER V
ASSESSMENT OF TAX

28. (1) Where —

(a) any registered person who in the opinion of the Assessor is . o o
chargeable with tax, fails to furnish a return for any taxable to make assessment.
period; or

(b) any registered person, who is chargeable with tax, furnishes a
return in respect of any taxable period but fails to pay the tax for
that taxable period; or

(c) any person requests the Commissioner-General in writing to
make any alteration or addition to any return furnished by such
person for any taxable period,

the Assessor shall assess the amount of the tax, which such person, in
the judgement of the Assessor, ought to have paid for that taxable
period and shall, by notice in writing, require such person to pay such
amount forthwith. The amount so assessed in respect of any person
for a taxable period shall, be deemed to be the amount of the tax
payable by him for that taxable period.

(2) An assessment made under subsection (1) in respect of any person for
any taxable period shall not affect the liability of such person to a
penalty under section 27 as though the amount assessed was the
amount of tax due from him for that taxable period.

(3) Where, in the opinion of the Assessor, the amount paid as tax for any
taxable period by any person who has failed to furnish a return in
respect of a taxable period is less than the actual amount payable by
such person for that taxable period, the Assessor shall assess the
amount which, in the judgement of such Assessor, ought to have been
paid by such person and shall, by notice in writing, require that person
to pay on or before a date specified in that notice, the difference
between the amount so assessed and the amount paid by such person.

(4) Where an assessment is made under subsection (3) in respect of any
person for any taxable period the difference between the amount so
assessed and the amount paid by that person as tax for the taxable
period shall be the deemed to be tax in default for that taxable period
and accordingly such person shall, from the date on which such person
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ought to have paid the tax for such taxable period, be liable in respect
of that amount to the penalty.

(5) Where any person whose turnover from every trade or business [S 19 of
. . . 17 of 2013
carried on by such person for any period of twelve months ending
prior to April 1, 2011, does not exceed three hundred million and who
has not complied with any law relating to tax as administrated by the
Commissioner-General, requests that he be registered under section 10
of this Act, notwithstanding the provisions of subsection (1) of this
section and subsection (2) of section 33 of this Act, the turnover of
that person for the above period shall not be assessed if such person
undertakes to-

(a) invest his past earnings from that trade or business in any
business prior to March 31, 2014; and

(b)  comply with the requirements of this Act for any subsequent
period.

29. Where the Assessor does not accept a return furnished by any person Assessor to state
under section 21 for any taxable period and makes an assessment or an :ecise%rtlls nf;; Irl;tum
additional assessment on such person for such taxable period under
section 28 or under section 31, as the case may be, the Assessor shall
communicate to such person by registered letter sent through the post
why he is not accepting the return.

30. Where the Assessor is of opinion - Power of Assessor
to determine open

(a) that a registered person has made a taxable supply for a value ™market value.

less than the open market value of such supply or for no value ;
or

(b) the transaction in respect of which taxable supply has been
made, is between two associated persons,
in order to avoid the payment of tax, he shall determine the open
market value of such supply on which tax shall be charged, having
regard to the circumstances of the transaction and the time of supply.

31. (1) Where it appears to an Assessor that a person chargeable with tax has Additional
for any taxable period paid as tax an amount less than the proper assessment.
amount of the tax payable by him for that taxable period, or
chargeable from him for that taxable period, the Assessor may, at any
time, assess such person at the additional amount at which, according
to the judgement of such Assessor, tax ought to have been paid by
such person. The Assessor shall give such person notice of the
assessment. .

(2) Where an assessment is made under subsection (1) in respect of any
person for any taxable period, the amount so assessed shall be deemed
to be the tax in default for that taxable period and accordingly such
person shall, from the date on which such person ought to have paid
the tax for that taxable period be liable to the penalty in respect to
such amount.
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32. The production of any document under the hand of the Commissioner- Evidence of returns
General purporting to be a copy of or extract from any return or 29 assessments.
assessment made under this Act shall be admissible in all courts and
shall be sufficient evidence of the original.

33. (1) Where any registered person has furnished a return under sub section Limitation of time
. . . for assessment or
(1) of section 21 in respect of a taxable period or has been assessed for ... "
tax in respect of any period, it shall not be lawful for the Assessor assessment.

where an assessment —

(a) has not been made, to make an assessment; or

(b) has been made, to make an additional assessment; after the
expiration of three years from the end of the taxable period in
respect of which the return is furnished or the assessment was
made as the case may be.

(2) Notwithstanding the provisions of subsection (1) where the Assessor
is of opinion that a person has wilfully or fraudulently failed to make a
full and true disclosure of all the material facts necessary to determine
the amount of tax payable by him for any taxable period, it shall be
lawful for the Assessor where an assessment —

(a) has not been made, to make an assessment ; or
(b) has been made, to make an additional assessment,

[s 12 of 9 of 2011]
at any tlme w.e.f. 01/01/2011

For the purposes of this Chapter any notice of assessment may refer to
one or more taxable periods.

CHAPTER VI
APPEAL

34. (1) Any registered person may, if he is dissatisfied with any assessment or ~Appeals to the
additional assessment made in respect of him by an Assessor, or a gzlr:::;ls sloner
penalty imposed under this Act, appeal against such assessment,
additional assessment or penalty, as the case may be, to the
Commissioner-General within thirty days after the service of notice of
such assessment, additional assessment or imposition of penalty as the
case may be. Such person shall, notwithstanding the appeal, but
subject to subsection (2) of section 26 pay the tax charged by such
assessment or additional assessment together with any penalty
imposed on him by this Act :

Provided that, the Commissioner-General, upon being satisfied that,
owing to absence from Sri Lanka, sickness or other reasonable cause,
the appellant was prevented from appealing within such period, shall
grant an extension of time for preferring the appeal.

(2) Every appeal shall be preferred by a petition in writing addressed to
the Commissioner-General and shall state precisely the grounds of
such appeal.
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(6)
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(8)

Where the assessment or additional assessment appealed against has
been made in the absence of a return, the petition of appeal shall be
accompanied by a return with proof of payment of the tax and penalty
due on such return.

Every person preferring an appeal under subsection (1) against an
assessment for any taxable period shall (unless such person has done
so already), pay to the Commissioner-General the amount of the tax
payable by such person on the basis of the return furnished by him for
such period together with any penalty thereon accrued up to the date
of such notice of assessment, and shall attach, to the petition of appeal
a receipt in proof of such payment :

Provided that the Commissioner-General, upon being satisfied that
owing to serious financial hardship suffered by the appellant at or
about the time of such notice of assessment or, owing to other
reasonable cause, the appellant was prevented from paying such tax
and such penalty, may grant an extension of time for the payment of
such tax and penalty thereon accrued up to the date of payment, and
the receipt furnished within such extended time shall, for the purposes
of this subsection, be deemed to have been attached to the petition of
appeal.

Every petition of appeal which was not made within the period
specified under subsection (1) or does not conform to the provisions
of subsections (2), (3) and (4) shall not be valid.

On receipt of a valid petition of appeal, the Commissioner-General
may cause further inquiry to be made by an Assessor, and if in the
course of such inquiry an agreement is reached as to the matters
specified in the petition of appeal, the necessary adjustment of the
assessment shall be made.

On receipt of a valid petition of appeal, the Commissioner-General
may cause further inquiry to be made by an Assessor, other than the
Assessor who made such assessment against which the appeal in
preferred and if in the course of such inquiry an agreement is reached
as to the matters specified in the petition of appeal, the necessary
adjustment of the assessment shall be made.

Where no agreement is reached between the appellant and the
Assessor in the manner provided in subsection (6), the Commissioner-
General shall fix a time and place for the hearing of the appeal.

Every appellant shall attend before the Commissioner-General at the
time and place fixed for the hearing of the appeal. The appellant may
attend the hearing of the appeal in person or by an authorized
representative. The Commissioner-General may, if he thinks fit, from
time to time, adjourn the hearing of an appeal for such time and place
as he shall fix for the purpose. In any case in which an authorized
representative attends on behalf of the appellant, the Commissioner-
General may adjourn the hearing of the appeal and may, if he
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considers that the personal attendance of the appellant is necessary for
the determination of the appeal, require that the appellant shall attend
in person at the time and place fixed for adjourned hearing of the
appeal. If the appellant or his authorized representative fails to attend
at the time and place fixed for hearing or any adjourned hearing of the
appeal, or if the appellant fails to attend in person when required so to
attend by the Commissioner-General, the Commissioner-General shall
dismiss the appeal :

Provided that, if the appellant shall within a reasonable time after the
dismissal of an appeal satisfy the Commissioner-General that he or his
authorised representative was prevented from due attendance at the
hearing or at any adjourned hearing of such appeal by reason of
absence from Sri Lanka, sickness, or other reasona