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Mr.RP1. Weerasinghe
CommissionerGeneralof InlandRevenue

Departmentof InlandRevenue,
Sir ChittampalamA GardinerMawatha,
Colombo2.

DearSir,

Enforcement of InlandRevenue (Reaulationof Amnesty)Act No.10of 2004

I referto my Letterdated17.5.2005,andthe subsequentdiscussionhadwithyouon 7.6.2005atyourOffice.

As persuchdiscussionhad,I confirmthefollowing,whilstmakingcertainobservations,aswasrequestedby
you:

1. In respectof the 13.482persons,whohadsubmittedDeclarations,deemedas Declarations
madeunderthe aboveAct, thatnewIncomeTaxFileswillbeopenedimmediately.

However,the draft Instructionsto the DeputyCommissionersdated 2.6.2005,statesthat
these Declarationswill.besentto the InformationBranchandthat the- "InformationBranch
will openincometaxfilesforpersons,whobecomeliableto paytax..

The InformationBranchoughtnot havea desecration,nottoopenIncomeTaxFiles.

ToexpeditecorrectrevenueenforcementandcollectiontheInformationBranchshoulddirect
theseDeclarationsto the relevantUnits,as pertheAddressesof theDeclarent,whether
corporate,partnershipor individual;and it be left to the relevantUnit to dealwiththe
Assessmentsin respectof the Yearsof Assessment2002103and2003/04;in thatthe
IncomeTaxAmnestyisonlyupto31.3.2002.

The DeputyCommissionerof the relevantUnitcouldthen immediatelysendout IncomeTax
ReturnFormsfor the Yearsof Assessment2002103,2004/05to these 13,482Declarents,
who had no IncomeTax Filesto be processedandreturnedby stipulateddates,anddates
stipulatedforpaymentoftaxes,andtheincidenceofpenaltyforlatepayments. .

In termsof theDeclarations,it wouldbe.uptotheDeclarentstosatisfytherelevantDeputy
Commissioners,astowhetherIncomeTaxoughtbepaidornot,bythem.
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Declarationswouldhavemadeby personswhohaveno IncomeTaxFilesto getCustom
Dutyandpenaltywaiversandrefunds,ExchangeControlfinesandpenaltiesandfinesthat
hadbeenimposedforviolationof theseveralotherLawsthatcameunderthepurviewofthe
nowrepealedinfamousInlandRevenue(SpecialProvisions)Act No.10 of 2003.Such
personsnothavingIncomeTaxFilesin relationto thevaluevolumeof suchtransactions
wouldhavebeenanevasionof IncomeTax.HenceIncomeTaxFilesoughtto bepromptly.
openedandtheprovisionsoftheInlandRevenueActNo.38of2000strictlyenforced.

Inaddition,suchDeclarationsoughtto resultincollectionof indirecttaxessuchasGST,VAT
andProvincialTurnoverTax.SuchTaxesoughttobecorrectlyassessedandcollected.No
AmnestyhasbeenaffordedsuchTaxesundertheInlandRevenue(RegulationofAmnesty)
ActNo.10of2004.ThepreviousAmnestyin respectof such indirecttaxeshavebeen
specificallydealtwith bytheSupremeCourtandcondemned.

2. In respectof the 38,323persons,whohadsubmittedDeclarationsandwhohadhadIncome
Tax Files, it was confirmedthat these Declarationswill be grouped in respect of the
respectiveIncomeTax Unitsand dispatcheddirectlyto the relevantDeputyCommissioners
in chargeof the respectiveUnitsimmediately.

The respectiveDeputyCommissionersoughtexaminethe IncomeTaxReturnsforwardedby
such personsfor the Yearsof Assessment2002103and 2003/04,to ascertainas to whether
the incomereturnedin respectof these2 Yearshavebeeninconformityandsympathywith
the Declarationsmadeas at 31.3.2002.

Hereagain,Declarationswouldhave.beenmadeto get CustomsDutyand penaltywaivers
and refunds,ExchangeControlfines waived,and penaltiesandfines etc. The IncomeTax
Returnsin respectof the Yearsof Assessment2002103and2003/04oughtbe in conformity
withthe valuevolumeof suchtransaction,or else,IncomeTaxwouldcontinueto bepaidby
suchpersons,belowtheiractuallevelsof income.

Furthermore,for exampleif FixedDepositshad beendeclaredas at 31.3.2002,then
naturallyinterestincomewouldarisein respectof thisadditionalmoniesfor theYearsof
Assessment2002103and2003/04,similarlyrentalincomes,etc.

In this category,the Assessorought be directedby the Deputy Commissionerto raise
additionalAssessmentsfor the Yearsof Assessment2002103and 2003/04in the contextof
the disclosuresin the Declarations;or in the alternative,the DeputyCommissionerscalling
for explanationson suchadditionalitems/ informationsfrom the relevantTax Payers,and
thereaftercausingAdditionalAssessmentsto bemade;includingin respectof indirecttaxes,
GST,VATandProvincialTurnoverTax.

Hereagainnewdatesfor paymentof anyAdditionalTaxesfor theYearsof Assessment
2002103and2003/04wouldhavetobestipulated,withpenaltiesfordelay. .

3. As regardsthe writtenrequestsmadeto youby the Controllerof Exchangefor Declarations
of any ForeignAssetsby personsfor himto enforcethe provisionsof theExchangeControl
Act, it was confirmedthat the relevant Deputy Commissioners,upOnexamininathe
declarationswouldforwardthe relevantinformationsto the Controllerof Exchanae.

In the alternati'le,the namesof the relevantDeputyCommissionerscouldbeprovidedto the
Controllerof Exchange,so that the Controllerof Exchangecouldgivedirectionsto provide
such informationsin termsof Section39 of the ExchangeControlAct. SuchDeclarations
couldevenpertainto moniesattributabletooffencessuchasdrugs,terrorism,etc.
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4. As regardscommunicationto the Commissionto InvestigateAllegationsof Briberyor
Corruptionby personswhofallwithinthepurviewof theBriberyAct,it wasconfirmedthat
suchinformationwouldbeforwardedsimilarlybytherelevantDeputyCommissionersupon
theexaminationof theDeclarations,whereit is disclosedthatpersonscomingunderthe
purviewof theBriberyActortheDeclarationofAssetslawareidentified.

In the alternative,the namesof the relevantDeputyCommissionerscouldbe providedto the
Commissionto InvestigateAllegationsof Briberyor Corruptionso that the Commission
couldgivedirectionsto providesuchinformationsin termsof the BriberyAct

As youare aware,eventhenowrepealedinfamousInlandRevenue(SpecialProvisions)Act
No. 10of 2003,did notcontemplatethegrantingofamnestyor pardonforoffencesof Bribery
or Corruption,whichoffenceswereexpresslyexcludid in termsof Section6 (4)of the Inland
Revenue(SpecialProvisions)Act10of 2003.

Given the dicta of the SupremeCourt that the now repealedinfamousInland Revenue
(SpecialProvisions)Act 10of 2003defraudedpublicrevenuecausingextensivelossto the
state, and in the contextof questionsbeingraised,as to howand why such perverselaw
was conceivedand enactedbehindthe backof HerExcellencythe Presidentandextended
regardle!)sof her objections,warrantsthat copiesof all Declarationsbe forwardedto the
Commissionto InvestigateAllegationsof Briberyor Corruption,for the Commissionto
identifythose persons,whoshouldbedealtwithfor Briberyor Corruption;inasmuchas no
legitimacyor entitlementflowsfroma fraudto a Declarent.

5. As regards,the draft Instructionsto DeputyCommissionersdated2.6.2005,my further
observationsasrequestedareasfollows:

ClassificationofDeclarations1(i)

TheseDeclarationsoughtnotbeacceptedasperparagraph2 (a)ofthesaidInstructionsfor
grantof IncomeTaxAmnestywithoutverificationof correctnessofsuchDeclarations.For
instancefalse Cash Balances,Stocks,Receivablescouldhavebeendeclaredas at
31.3.2002to showcashinflowsin subsequentyearsandto evadethepaymentof correct
IncomeTaxinthesubsequentyears. .

In termsof Section4 (3)of InlandRevenue(RegulationofAmnesty)ActNo. 10of 2004, no
Lossdisclosedas at 31.3.2002canbecarriedforwardfor thesubsequentyears.

It oughtbe notedthat theseDeclarentshadobviouslynotconformed'andcompliedwiththe
Lawscomingunderthe purviewof repealedinfamousInlandRevenue(SpecialProvisions)
Act No. 10 of 2003.Hencethe needto verify the authenticityandthe correctness,priorto
unilaterallygrantingan IncomeTaxAmnesty.

Section3 (3) of the InlandRevenue(Regulationof Amnesty)ActNo10of 2004imposesthe
requirementto verifythecorrectnessof Declarations,priorto grantingIncomeTaxAmnesty.

In addition,there beingnoAmnesty'beinggrantedas aforesaidin respectof indirecttaxes,
GST,VAT,ProvincialTumoverTax,stepsoughtbetakento assessandcollectsuchindirect
taxes.

Classificationsof Declarations1 (ii)

Hereendeavouris madeas perparagraph2 (b)of thesaidInstructionsto obtainincomplete
information,callingfor furtherinformationin termsof Section3 (3)of the InlandRevenue
(Regulationof Amnesty)ActNO.10 of 2004forthegrantof IncomeTaxAmnesty.
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