TENDENCY OF TAX POLICY
IN
SRI LANKA

Hy

Mr.KANDASAMY RAVEENDRAN

A Dissertation submitted to the Faculty of commerce
and management FEastern University, Sri Lanka as
Partial fulfilment of the regquirement of the Bachelor

of Business Administration Degree.

EASTERN UNIVERSITY,SRI LANKA.
1993



Contents Page

Mithorization of the Dean

Acknowledpgemenl

CHAPTER ONE INTRODUCTION 01
1.1. Purpose of Study 0z
1.2. MeLhodology e
1.3 Lamitation 04
I.4. Outline ChapLer 0%
CHAPTER TWO 06

1. TAXATTON

1.1. Histery of taxation. 07
1.2. Nature and purpose of taxation 08
1.3. Classes of Taxes. 10

1.3.1 Direct taxes. [l

1.3.2 Indireclt tazxes.

- e

!
1.3.3 Taxes that may he direct or indirectd!

1.3.4 Taxes as an issve in Political revalution and

War. 13

3. 2.1, Principles of taxalion. 13
2.1.1 Principle of adeguacy. 15

2.1.2 Principle of adaptability. 15

2.1.3 Principle of universality. 5

2.1.4 Principle of equalily 16

2.1.5 The ability —to—pay—principle. 16

2.1.6 The principle of redistribution. ;7

2.2. Consistency with economic poals. 17
2.3, Taxes as counter—cyclical measures. 7

2.4, Taxation and economic growth. '8



M. ol OLher ecomnomic emla.

.1.1. The requirement
F.1.2. The requircement

T.1.3, The requicemend

of clarity
ol convenience

ol CeOnomy .

oA, Ehifrineg sl Toncidence.

L2y Who nllimately pays.

130 The hasic principle of tax shilling.

42 Tricome Tax
Gl Legal Frame Work

1.2, Bources or Income

.21, Trade Dusiness rofession or Vooation

LA 2 Bmploymenl:
3.2.3 . Hvidend
S.2.00.0 Capital Gain
3.2.5. lnterest

3.3, The pay as—you—earn

Aeheme

.4, Sell=Assessment Schems

73.5.1. Companies

1.5,4. 8mall Companies,People's Companies

1.5.3, Dividend Tax
1.6.1, Current Personal
3.0.2. Tax Unit

.00, Threshold

ook Tax Hole

3.6.5%0 Special Credil
3.60.0,. Tax Bnses

4

3,.6.8, Qualifying payment

F.7.1. Fxemption of Public Sector Fmploymend

3.7.2. Frinpe Denelibs
3.7 .9 lerminal Benifits

1 7, Wonltlh Tax

A6, Taxation of Individual

Income Tox

3.0.7. Tax liolidays and Exemplions

21
20

21

EN

B N
Ll

Lo |

447
Bl

g4

S

4

47



CIUAPTER FOUR

4.1, Turnever taxes.

4.1.1 Who is liable to pay turnover tax?

#.1.2 What is quarter?

4.,1.3 Who 45 a person?

4.1.4 What constitutes Turnover of a business?

4.1,5 Turnover tax

on financial instruments,

4.1.6 Value added tax and advantage.

4.2, Revenue.

4.3, Tax base.

4.4, Taxr rare,

4.5, Clarification on Turnover lax.

d.5.1. Air line.
4,5.2, Club.

5.5.3, Films

4.5.4, lottery Tickets,

4.5.5. Photographic

Print.

4,5.6. Textile Sector.

4.5.7. TFood items.

4,598, Miscollaneous.

4.6. Changes in the excise duty.

4.6,1. Food item.

4.6.2. Electrical appliances

4.7, Recommendalion.

5. Tax incentiyve
3.1. The role of tax
5.2.1. Taz Incentive

5.2.2. Export Sector,

itcentive

in Sri-Lanka.

Ln
b

Ly n (9]
L L L L

b

il

o}

fid

G4

% T
tn

)

o
L

(1]
o6
a7
67

17

a8
aH

e



CUAPTER SLX

G. Ao overview of the present tax system.

G.1, triteria of tax sysbem.

G.lol. Fygnily

O.0.2. Elficiency
ol 3, Simplicily
ful.h. Flexibilily

. 1.5, Srability

G.4. The present system.,

Hobe tonvenl fons Tor Lhe aveidance of double taxation.

G0 Taves on Tinoncial instbroments in Sri-Lanka.
4.1, Revenue and nther dmplicalions of Laxes

on fnancial instraments,
CHAPTER SEVEN
7.1 Trends

Fo20 Trends on Mablic [inance

7.2.1. Revenos

.30 Taxes on personal and corporate income

Joh. Tax Fvasions amdl avoldance,

CHAPTER ELIGHT

Conclusion

’7

it
P
B4

f4

12

]
oo

1k

106

110

111



