Budget Highlights 2012

4. Economic Service Charge

4.1 Exemptions

e The chargeability of ESC will be further simplified by removing the liability to ESC on
the turnover of any business of which the profits are subject to Income Tax.
Accordingly, ESC 1s payable only on the turnover of any business , the profits for any
year of assessment of which are not liable to income tax due to the application of any
tax exemption or incurring losses during that period.

e Sale of locally manufactured clay roof tiles and pottery product by the manufacturer

4.2 The Threshold
The threshold of ESC will be expanded from Rs 25mn to Rs 50mn per quarter.
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5. DUTIES, LEVIES, OTHER TAXES AND TARIFF
5.1 New Registrations and licensing of Motor Vehicles
a) In order to simplify the charges payable on registration of vehicle, the presently applicable

relevant  withholding tax would be amalgamated with vehicle registration charges. The
applicable new vehicle registration charges will be as follow.

'Vehicle Category Existing Proposed

Hand Tractor 1,500 1,500
Motor coach (Bus) 3,000 3,000
Motor Lorry 3.000 3,000
Tractor Trailer 6,000 6,000
Four Wheel Tractor 7,000 7,000
Land Vehicle 7,000 7,000
Lorry Trailer 7,500 7,500
Hearse 10,000 10,000
Motor Ambulance 10,000 10,000
Motor Cycle 1,500 2,000
Motor Tricycle 2,000 2,500
Motor Tricycle Van 2.500 3,000
Motor Car ( not exceeding 1600 cc) 10,000 15,000
Motor Car ( exceeding 1600 cc) 10,000 20,000
Prime Mover 10,000 15,000
Fork lift 15,000 20,000
Dual Purpose Vehicle 10,000 15,000

b) Revenue Licensing Annual Fee for Motor Vehicle

Vehicle Category Changing Revenue License

Lorries, Tractors, Busses and Trailers (for tractors | No change
or trailers)

Motor Bicycles, Three-wheelers Existing fee imncreased by Rs. 150

Other vehicle categories Existing fee imcreased by Rs. 500
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Luxury,, Semi Luxury and Dual Purpose Motor Vehicle Taxes

Year Vehicle Category and cylinder capacity
Luxury Semi Luxury Dual Purpose
Diesel - cars over  |Diesel-cars2,201 to 2,500, Diesel - cabs over
2,500 and Petrol - {Jeeps over 2,201, Petrol - 2,200, Petrol - cabs over
cars over 2,000 cars over 1801 to 2,000 and 1,800

Jeeps over 1801

Existing |New Rate |Existing |New Rate Existing Rate New Rate
Rate Rate

Year 1 100,000 150,000 50,000 60,000 20,000 40,000

Year 2 78,000 100,000 39,375 50,000 15,750 25,000

Year 3 68,000 75,000 34,000 40,000 13,600 20,000

Year 4 57,000 60,000 28,875 30,000 11,550 12,000

Year 5 48,000 50,000 24,000 25,000 9,600 10,000

Year 6 38,750 40,000 19,375 20,000 7,750 8,000

Year 7 30,000 30,000 15,000 15,000 6,000 6,000
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6. CESS

6.1 To reduce the upfront cost of local manufactures, cess on import of following raw materials

have been removed/ reduced:

Ttem

H S Headings / H S Code

Starch

11.08

Polymers of ethylene in primary forms

39.02, 3903.11, 3903.19, 3903.20, 3903.30,
3903.90.90, 3904, 3905.19,3905.29, 3905.30,
3905.91, 3905.99, 3907.10, 3907.20, 3907.30,
3907.40, 3907.60, 39.08 and 39.15

Pipes for minm hydropower project

3917.29.10 and 3917.40.10

Butyle rubber and rubber threads

4005.10.19 ,4005.10.29 and 40.07

Scrap Iron 7204.10

Sanitary wear of plastics, steel sink and baths |3922.10, 3922.20, 3922.90 and 73.24
Buckles 83.08

EFasy open ends for metal cans 8309.90.30

6.2 To enhance the availability of branded products, cess on import of following items has been

reduced / removed:

ltem

HS Headings / HS Code

Beauty or make -up preparations

33.04, 33.05, 33.06 and 33.07

Luggage, travel bags, hand bags
and belts

42.02,42.03 and 42.05

ceramic products

Apparel 61.01 through 61.17,62.01 through 62.16,
63.02 through 63.04

Footwear 64.01 through 64.05,

Hats 65.01 through 65.05

Ornamental  porcelain and 69.10 through 69.14

Glass wear

70.09, 70.13,70.16

Cutlery and razors

82.11,82.12, 82.14,82.15

Toys

95.03
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6.3 To encourage the local value added industries, Cess has been increased

Imposed on import of following items

Ttem

HS Headings /HS Code

Dried Vegetables/Dried Fruit

07.12, 0803.00.90, 0804.20.20, 0804.30.20,
0804.40.20, 0804.50.20, 0804.50.40,
0804.50.60,0805.10.20,  0805.20.20, 0805.40.20,
0805.50.20,0805.90.20, 0806.20 and 08.13

Wheat flour 1101.00.10

Thriposha 1901.90.91, 1901.90.92 and 1901.90.93

Gauze and bandage 30.05

Joss- stick 33.07.41

Vinyl chloride 3917.23

Refrigerators 84.18.10.10, 8418.10.90, 8418.21.90, 8418.21.30,

8418.29.10, 8418.29.20 and 8418.29.30

Bicycle rim

8714.92.10

6.4 To boost the sport economy and to build a healthy naton Cess on mport
of following items has been reduced / removed

Ttem

HS Headings / HS Code

T- shirts and shorts

61.09, 6103.42 and 6104.62

Track- suits and swim wear

61.12 and 62.11

Shoes

64.01 through 64.05
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items

Item HS Headings / HS Code
Raw rubber 4001.10 and 4001.21
Natural graphite 2504.90.90

Clay 25.07

Sand 2505.90

Phosphate 2510.10

Stones 2513.20

Granite, sand stones 2516.20, 2516.90

Mica 2525.10

Ilmanite 2614.00.10

Rutile 2614.00.20

Titanium 2614.00.90

Zirconium 2615.10

Timber logs 4403.99, 44.07, 44.08 and 44.09
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7. FExcise Duty

Liquor produced from local plant material or plant product will be subject to a lower excise duty
of Rs 100/- per proof liter.

8. Excise (Special Provisions) Duty

Electric motor bicycles (H S Code 8711.90.10 ) and Polymers of ethylene in primary forms  (
H S Heading 39.01) are exempted from Excise (Special Provisions ) Duty.

9. Customs Duty

Considering requests received from industries and importers concerning reduction or increase of
customs duty on mmports were studied and duty revisions are proposed in order to protect the
local industries adequately. Locally produced commodities are protected from imported goods by
customs duties at levels of 309% (highest), 15% (intermediate) and 5% (low). The protection levels
were reviewed and Customs duties are proposed to reduce on the products that have been
protected for a long period of time. The local value addition, potential for exports and effect on
the consumer were also considered to determine the level of protection. The protection levels are
suggested to allow the local industry to compete with the imported products and promote to be
competitive n the international market. The policy on Customs Duty structure remained

unchanged except for the revisions proposed.
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Hs Code Prevailing Customs Duty f’r())posed Customs Duty
%,

1. To strengthening caring society

Braille typewriters

8469.00.10 | 5% | Free

Parts for Braille type writers

8473.10.10 | 5% | Free

2. To reduce upfront cost of raw materials

Prepared glues & other prepared adhesives

3506.10.10 15% Free

3506.91.10 15% Free

3506.99.10 15% Free

Saturated other polyesters

3907.99 | 5% | Free

Polymers of vinyl acetate

3905.12 | 15% | 5%

Hardened gelatin capsules

3926.90.80 15% or Rs. 20/kg Free

Compounded rubber, unvulcanised

4005.10.19 15% Free

4005.10.29 15% Free

Vulcanised rubber thread

4007.00 15% 5%

Raw materials for spectacles

9003.90.10 159% Free

9003.90.90 159% Free

9001.90 5% Free

9001.50.10 5% Free

3. To encourage local value added industries

Food preparations based on maize, soya bean and green gram

1901.90.91 Free 15%

1901.90.92 Free 15%

1901.90.93 Free 15%

Tyres for motor cars

4011.10 30% or Rs.90/kg 30%0rRs.100/Kg
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Steel parts of structures

7308.90.90 30% 5%
Razor blades

8212.20.10 15% Free
8212.20.90 30% 5%
Easy open lids

8509.90.30 15% Free
Refrigerators

8418.10.10 30% 15%
8418.10.90 30% 15%
8418.21.10 30% 15%
8418.21.20 309% 15%
8418.21.30 30% 15%
8418.29.10 30% 15%
8418.29.20 30% 15%
8418.29.30 30% 15%
8418.29.90 30% 15'%
Moulds for rubber & plastics

8480.71 15% 5%
8480.79 15% 5%
Prefabricated buildings

9406.00 309% 5%

4. To boost the sports economy and to build the healthy society

Sports footwear

6402.12 30% or Rs.100/pair Free
6402.19 15% Free
6403.12 30% or Rs.100/pair Free
6403.19 15% Free
6404.11 15% Free

5. To support transport ( passengers and goods )

Tyres for Buses / Lorries

4011.20 | 309 or Rs.90/kg [15% or Rs.50/kg
Diesel engines (New)

8408.20.90 115% [Free

Motor vehicles for the transport of goods/Lorries

8704.21.61 15% 5%
8704.22.10 5% Free
8704.22.20 5% Free
8704.23.10 5% Free
8704.23.20 5% Free
8704.23.30 5% Free
8704.23.40 5% Free
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6. To promote use of energy serving lamp

Lamps of LED mounted in one housing & Solar lanterns

9405.10.10 15% Free
9405.20.10 15% Free
9405.10.20 15% Free
9405.20.20 15% Free
9405.30 309% Free
9405.40.30 15% Free
9405.40.40 15% Free
7. To promote ICT and BPO Sector
Automated data processing machines/ Computers
8471.30.10 5% Free
8471.30.90 5% Free
8471.41.10 5% Free
8471.41.90 5% Free
8471.49.10 5% Free
8471.49.90 5% Free
8471.50.10 5% Free
8471.50.90 5% Free
8471.90 5% Free
8. Branded and other goods of Tourists interest
Footwear
6401.10 30% or Rs.100/pair Rs.100/pair
6401.92 30% or Rs.100/pair Rs.100/pair
6401.99 309% or Rs.100/pair Rs.100/pair
6402.20 309 or Rs.100/pair Rs.100/pair
6402.91 309 or Rs.100/pair Rs.100/pair
6402.99 30% or Rs.100/pair Rs.100/pair
6403.20 30% or Rs.100/pair Rs.100/pair
6403.40 30% or Rs.100/pair Rs.100/pair
6403.51 309% or Rs.100/pair Rs.100/pair
6403.59 309% or Rs.100/pair Rs.100/pair
6403.91 30% or Rs.100/pair Rs.100/pair
6403.99 30% or Rs.100/pair Rs.100/pair
6404.19 309 Rs.100/pair
6404.20 309% Rs.100/pair
6405.10 309% or Rs.100/pair Rs.100/pair
6405.20 309% or Rs.100/pair Rs.100/pair
6405.90 30% or Rs.100/pair Rs.100/pair
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Ornamental porcelain & ceramic products

6913.10 309% or Rs.25/kg I'ree
6913.90.10 30% or Rs.20/kg Free
6913.90.90 30% or Rs.20/kg Free
Glassware

7013.10 309% H%
7013.22 309% H%
7013.33 309% 5%
7013.41 309% 5%
7013.91 309% 5
Cutleries

8211.10 15% Free
8215.10 309% Free
8215.20 309% Free
8215.91 309% Free
8215.99 309% Free
Sunglasses and spectacles

9004.10 309% Free
9004.90 15% Free
Hair accessories

9615.11 309% Free
9615.19 309% Free
9615.90 309% Free
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10. Ports and Airports Development Levy (PAL)

10.1 Exemption on importation of:

Ttems

H S Heading/ Code

aids, accessories for such aids, white canes for the

papers and boards

Artificial limbs, crutches, wheel chairs, hearing

blind, Braille typewriters and parts , Braille writing

87.13, 90.21 ,6602.00.10 , 8473.10.10 and
8469.00.10

Timber logs 44.03

Yarn except sewing thread and vegetable fibre|50.01, 50.02, 50.03, 50.04, 50.06, 51.01,

based yarn 51.02, 51.03, 51.04, 51.05, 51.06, 51.07,
51.08, 51.09, 51.10, 52.01, 52.03, 52.05,

52.06, 53.01, 53.02, 53.03, 53.06, 53.07,

02, 54.03, 54.04, 54.06, 55.01, 55.02,
03, 55.04, 55.06, 55.07, 55.09, 55.10,
.11,56.04, 56.05 and 56.06

«

«

Fabric

«

07.10,,5007.20,,5007.90, 51.11, 51.12,
A3, 52.08, 52.09, 52.10, 52.11, 52.12,
53.09, 53.10, 54.07, 54.08, 55.12, 55.13,
55.14, 55.15, 55.16, 58.01, 58.02, 58.04,
58.06, 58.09, 58.11, 60.01, 60.02, 60.03,
60.04, 60.05 and 60.06

4
5
5
0
1

G G G O

11. Special Commodity Levy

To simplify the taxation at the point of Customs in
will be imposed for the following items.

lieu of all the applicable taxes one single tax

Item HS Code

Maldive fish 0305.59.10

Dried fish 0305.59.90

Oranges 0805.10.10

Mandarin 0805.20.20

Grapes 0806.10

Apple 0808.10

Corlander 0909.20.10 and 0909.20.90
Saffron 09.10.30.10 and 09.10.30.90
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12. Miscellaneous

12.1 Telecommunication Charges
12.1.1  Levy on outgoing international calls to be increased from Rs 2 per minute to Rs 3
per minute;

12.1.2  Rate of incoming international calls to be increased from US $ 7 cents per minute
to US$ 9 cents per minute

12.2 Importation of goods by Sri Lankan Air Lines Limited, Air Lanka Catering Services Ltd
and Mihin Lanka (Pvt) Ltd will be exempted from all applicable taxes on the importation
of any goods at the point of Customs ( including transactions through BOI Customs).

12.3 Levy on rooms of Five Star Hotels under the Finance Act
The application of levy will be subject to the concessionary rate specified for Airline crews
in the Gazette Order under section 53 of the Tourism Act No 38 of 2005.

12.4 Visa Fee
Visa fees will be revised as follows
SAARC countries - US$10
Other countries - US $ 20

12.5 Time Bar Provisions for taxes at the point Customs
Presently there 1s no time bar provision applicable to taxes collected by the Director
General of Customs. A two year time bar provision will be introduced n relation to such
taxes.

12.6 Technical Rectifications

Relevant amendment will be made to the Inland Revenue Act No 10 of 2006, Value Added
Tax Act No 14 of 2002, Nation Building Tax Act No 9 of 2009, Economic service Charge
Act No 13 of 2006, Finance ( Amendment ) Act No 15 of 2011, Telecommunication Levy
Act No 21 of 2011, Tax Appeals Commission Act No 23 of 2011 to rectify certain
ambiguities (including differences in translations)

12.7 International Financial Reporting Standards (IFRS)

Accounting Standard setters in several countries in the world including Sr1 Lanka have,
committed to converge from their existing domestic accounting framework to International
Financial Reporting Standards (IFRS) promulgated by the International Accountancy
Standards Board.

Necessary adjustments to the respective tax laws would be made after studying the tax
immplications of financial statements prepared under IFRS.
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12.7 Hub Service (Special Provisions) Act

12.8 A new Finance Act will be introduced to exempt the application of Customs Ordinance,
Import Export Control Act (including regulations there under) and the Exchange Control
Act to enterprises recognized by the Board of Investment as companies engaged 1n:

e Intrepot trade in apparel mvolving import, simple processing and re-export

¢ Transshipment business in apparel clothing where goods can be procured from one
country or manufactured in one country and shipped to another country without
brining into Sri Lanka maritime operation

¢ Providing front end services to the apparel manufacturers in the region

¢ Promoting leading buyers to establish headquarters operations in Sr1 Lanka for
management of finance, supply chain and billing operations

¢ Promoting logistics services such as multi country consolidation i Sri Lanka

12.9 Provisions will be made in that to ensure the following:

) Where an enterprise 1s engaged in an activity involving physical import of goods
for re-export under any of the activities referred to above, such operations shall be
carried out either in a free port operated under the supervision of the Sri Lanka
Ports Authority of Sri Lanka or a bonded area declared under the BOI law or
Customs ordinance.

i Any movement of goods from and to the identified free port or to a bonded area
from or to the domestic territory will be considered either as an export or import
as the case may be.

In case of enterprises which are not involved in such physical movement of goods, but engaged in
regional headquarter operations, supply chain management, etc., can be located outside such
demarcated area.

12.10. Effective dates of proposed amendments
Unless stated otherwise, the proposed amendments in relation to :
() Income Tax and Economic Service Charge will be implemented with effect from
Apnl 1, 2012.

() Value Added Tax, Nation Building Tax, Telecommunication charges and Visa Fee will be
mmplemented with effect from January 1, 2012.

(i) New Registration of Motor Vehicles will be mmplemented with immediate effect from
November 24, 2011.

(v) Luxury Motor Vehicle Tax, Cess, Ports and Airports Development Levy, Excise (Special)
Duty, Excise Duty, Customs Duty and Special Commodity Levy will be implemented with
immediate effect
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