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BUDGET HIGHLIGHTS - 2024

13t November, 2023
Dear Valued Stakeholder,

BUDGET HIGHLIGHTS (TAX PROPOSALS) — 2024

Hon. Ranil Wickramasinghe, Minister of Finance presented the budget in parliament for the year
2024 on 13 November, 2023.

Bearing in mind our clients and the convenience of processing a budget summary, we have
compiled a memorandum contained herein, on the tax proposals of the aforesaid 2024 budget.

This memorandum is prepared in summary form and should not be used as a substitute to
detailed advice given by our firm. The proposals may be subject to changes at the time of
legislations are enacted. Therefore, any conclusion should be arrived at only after due
consultations and professional advice.

We hope this will serve its purpose by acting as a useful reference guide of the 2024 budget.
Thanking you,

Yours faithfully,

Dinuk Hettiarachchi
FCA, FCMA (UK), CPA (AUS)
Managing Partner
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BUDGET HIGHLIGHTS (TAXATION PROPOSALS - 2024)

01.INCOME TAX
Amendments to the Inland Revenue Act, No.24 of 2017
01.01. Tax payable by withholding

a. A special tax return requirement will be introduced for the deduction of 2.5% withholding
tax levied on the sale price of any gem sold at an auction conducted by the National Gems
and Jewellery Authority. Exemption under Inland Revenue Act will be allowed subject to
such return information.

b. The withholding tax certificate issued by the withholding agent pursuant to section 87
shall be issued without charge or payment from the withholdee.

01.02. Income tax on Unit Trusts and Unit Holders

The current tax treatment of Unit Trusts shall continue to apply subject to the
mandatory requirements of furnishing information specified by the Commissioner
General such as details of income, exempt amounts and withholding tax details to
every unit holder before 30th August following the year of assessment.

Any Unit Trust who has not complied prior to that date will be deemed as a Unit Trust
that does not conduct an eligible business.

01.03. Prosecution actions against failures to file tax returns

A special penal provision will be introduced to prosecute persons who have not
submitted tax returns and information required by the tax officials.

01.04. Clarity of certain provisions will be improved

Section 18 (Deductible amount of financial cost), 67 (Insurance business), 163 (Court
proceedings) will be amended to improve the clarity of the application of such sections.

01.05. Submission of Documentary Evidence

The documentary evidence called by tax officials during tax audits or administrative
reviews but not submitted within a reasonable period of time (6 months from the
original date of call for evidence available in Sri Lanka and 9 months for others), will
not be allowed to submit during the hearing at Tax Appeals Commission.

Relevant provisions in the Tax Appeals Commission Act, No. 23 of 2011, will be
amended as well.
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BUDGET HIGHLIGHTS (TAXATION PROPOSALS - 2024)

01.INCOME TAX (CONTINUED)
Amendments to the Inland Revenue Act, No.24 of 2017
01.06. Tax Identification Number

Submission of a copy of the Certificate of the Taxpayer Identification Number (TIN)
will be made a mandatory requirement to:-

(a) Open bank current account at any bank;

(b) Obtain approval for a building plan, by the applicant

(c) Register a motor vehicle or renew license, by the owner

(d) Register a land or title to a land, by the buyer

The required guidelines will be issued by the Commissioner General.

01.07. Income Tax Treatment on Salary Arrears

Present tax treatment on salary arrears will be changed to remove the excessive tax
liabilities of the employees, with effect from January 1, 2024.

02.VALUE ADDED TAX
Amendments to the Value Added Tax Act, No. 14 of 2002

i. Almost all VAT exemptions will be removed other than the exemption for
products relating to health, education, and a few essential foods.

ii. Amendment will be introduced enabling the Commissioner General to specify the
format of the tax invoice.

iii. The expression “Taxable Period” in section 83 of the VAT Act, will be defined to
have same return filing frequency for all taxpayers.

iv. A gazette notification will be issued to implement the increase of VAT rate from
15% to 18% with effect from January 1, 2024.

v. The registered persons will be encouraged to use Point of Sale (POS) machines
which automates invoicing and sales recording, to support VAT collection in
supplying goods or services.

vi. Once the resulting VAT collections enable overall tax targets to be met, other
indirect taxes such as Social Security Contribution levy (SSCL) will be phased out
and Special Commodity levy (SCL) will be rationalized.
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BUDGET HIGHLIGHTS (TAXATION PROPOSALS - 2024)

03.EXCISE DUTY

03.01. Tax administration measures for the Excise Department of Sri Lanka

Introduction of an online license-issuing system to provide customer friendly and
efficient regulatory environment expeditiously.

. Appoint a committee to evaluate the security features and security features

management system to address the issues including fake or counterfeit stickers

A new excise licensing system will be introduced to:-

- streamline the guidelines/rules for various types of licenses.

- Revise the maximum limit for certain licenses with a view to address the
irrational distribution of liquor outlets creating ‘Dry Areas’.

- Introduce flexible opening hours to discourage illicit selling of liquor and to
maintain industry discipline.

- Revise related regulations for the tourism promotional activities.

- Introduce an appropriate policy for soft liquor licenses.

- Maintain the industry discipline at the highest possible level.

- Establish Design and Monitoring Unit and Risk Management Unit at the Excise
Department.

- Introduce Key Performance Indicators (KPIs) related to core administration
functions.

- The toddy tender system will be revised to gain more revenue to the government
while discouraging illicit toddy industry.

03.02. Policy Proposals of the Excise Department of Sri Lanka

Introduction of Sri Lanka Standards (SLS) for toddy and all types of locally
manufactured liquor to maintain the quality of products targeting local as well as
foreign markets.

. Increase the Excise License fees with a rationale that is corresponding to the

present demand for those licenses.

. Encourage investments for new types of liquor products targeting foreign markets

iv. Make selected locally produced liquor to be available in duty free shops.

v. Introduce ‘Revenue Administration System for Excise Department’ (RASED) by end
October, 2024 to increase the efficiency and productivity of excise revenue
management and minimize the risk for wastages and corruption.

vi. Encourage R&D, product innovation, product diversification, quality enhancement,
export orientation, and import substitution in the liquor industry.

vii. Strengthen the tax collection and enforcement in Beedi Industry. WE ARE AN
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BUDGET HIGHLIGHTS (TAXATION PROPOSALS - 2024)

04. CUSTOMS DUTY

Development of risk management capabilities of Sri Lanka Customs by developing
a sophisticated software solution. The project goals include enhancing risk
assessment for revenue risks, improving operational efficiency in customs
clearance, ensuring compliance with regulations, and creating a sustainable,
adaptable software system for future needs.

Establishment of a mechanism to prevent misinvoicing and upgrade ASYCUDA
system.

Introduction of Key Performance Indicators (KPIs) related to core administration
functions of the Customs.

05.TECHNICAL RECTIFICATIONS AND CLARIFICATION OF ADMINISTRATIVE

PROVISIONS

Necessary amendments will be made to the respective provisions of the following Acts
in order to streamline the revenue administration and to rectify certain ambiguities
and unintended effects (including differences in translations) and for the avoidance
of doubts.

Inland Revenue Act, No.24 of 2017

Value Added Tax Act No.14 of 2002

Finance Acts and Finance (Amendment) Acts

Social Security Contribution Levy Act, No.25 of 2022
Telecommunication Levy Act No 21 of 2011

Tax Appeals Commission Act No 23 of 2011

06.TAX COMPLIANCE AND ADMINISTRATION

Measures will be taken to fast track digitization by minimizing human interaction.

The Inland Revenue Department and key government authorities such as the
Land Registry, Department of Motor Traffic, financial institutions, CRIB, will be

integrated to improve compliance.
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NIHAL HETTIARACHCHI & COMPANY

More details:

Senior Partner : R. N. Hettiarachchi
nihalh@rnhgroup.lk/ +94 777 585 515

Managing Partner : Dinuk Hettiarachchi
dinuk@rnhgroup.lk/ +94 777 686 390

Senior Tax Partner : Nadeeka Suranjana
nadeeka@wijeyeratne.com/ +94 772 270 408

Director Tax : Dinusha llankoon
dinusha@nh-co.lk/ +94 714 306 397

WIJEYERATNE & COMPANY

HEAD OFFICE GALLE BRANCH

Chartered Accountants

"RNH House", No. 622B, No. 115-2/1,

Kotte Road, Kotte. Sri Lanka Colombo Road, Kaluwella,
+94 114 975999 Galle. Sri Lanka

+94 114511473 +94 914 942 100
info@nh-co.lk info.galle@nh-co.lk

WWW.NH-CO.LK

HEAD OFFICE

No. 15, Maitland Crescent,
Colombo 07,

Sri Lanka

(+94) 11 2693148

info@wijeyeratne.com
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