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I N L A N D R E V E N U E ( A M E N D M E N T ) L A W , N O . I O F 1974 

A L a w to amend t h e Inland Revenue A c t , N o . 4 of 1963 

1. This Law may be cited as the Inland Revenue (Amendment) Law, No. I 

of 1974. 

2. Section 3 of the Inland Revenue Act, No . 4 of 1963, hereafter in this Law 

referred to as the "principal enactment", is hereby amended as follows:— 

( I ) in subsection ( I ) of that section, by the substitution, for sub-paragraph 

(i) of paragraph (ft) of that subsection, of the following new sub

paragraph:— 

"( i ) the change of ownership of any property occurring by sale, disposal, 

transfer, realization, exchange, or in any other manner whatsoever, 

other than— 

(a) any such change of ownership of a fiduciary's rights in a property 

subject to a fideicommissum as occurs by a transfer or extinction 

of those rights, 

(6) a change of ownership of a right to exploit a property occuring 

by a transfer of that right, 

(c) a change of ownership of any motor vehicle in respect of which a 

deduction for depreciation has not been allowed under section 

10 or of any household effect or other article (excluding Jewellery) 

of personal use, and 

(cf) a change of ownership of any property occurring on the donation 
of that property by its owner to the Government of Sri Lanka,"; and 

(2) in subsection (4) of that section, by the substitution, for sub-paragraph 
(x)of paragraph (/') of that subsection, of the following new sub-paragraph:— 

"(x) where the property consists of shares in respect of which there has 
been a return or of distribution of capital, the value of the property 
at the time when such shares were acquired shall— 

(a) if such shares were acquired by him before April I, 1957 be an 
amount equal to the market value of the shares on April I, 1957, 
less the amount of the capital returned or distributed, on or after 
that date, if the amount of the capital returned or distributed 
is not a dividend within the meaning of this Act, and 

(6) if such shares were acquired by him on or after April I , 1957, be an 
amount equal to the value to him of the shares at the time when 
they were acquired less the amount of the capital returned or 
distributed if the amount of capital returned or distributed is not 
a dividend within the meaning of this Ac t ; " . 
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3. Section 5 of the principal enactment, as last amended by Act No. 33 of 1971, 
is hereby further amended, in subsection ( I ) of that section as follows:— 

(1) by the substitution, for paragraph (a) of that subsection, of the following 
new paragraph:— 

"(a) the income of any local authority or Government institution, exclusive 
of— 

(i) the income of any trust or other matter vested in or administered 
by such authority or institution to which such authority or institu
tion is not beneficially entitled; and 

(ii) the profits and income for any period commencing on the date 
of acquisition or vesting; as the case may be, of any business under
taking acquired by or vested in the Government under the Business 
Undertakings (Acquisition) Act, No. 35 of 1971;"; 

(2) by the insertion, immediately after paragraph (a) of that subsection, of the 
following new paragraphs:— 

"(aa) the profits and income for any year of assessment commencing on or 
after April I , 1972, of the Insurance Corporation of Ceylon attributable 
to the life insurance business of that Corporation; 

(ob) for any year of assessment commencing on or after April I, 1973, the 
net annual value of not more than one place of residence owned and 
occupied by any individual who is not included in a family or in the 
case of individuals included in a family the net annual value of not more 
than one place of residence owned by any member of that family and 
occupied by that member or by any other member of that family; 

(ac) the salary received by the President of the Republic from, and the 
rental value of any place of residence provided to him by, the Govern
ment of Sri Lanka; 

(ad) for any year of asessment commencing on or after April I, 1973, the 
profits and income derived by the owner or cultivator of any paddy 
land from the sale to the Paddy Marketing Board established under 
the Paddy Marketing Board Act, No. 14 of 1971, of paddy cultivated 
on such land;"; 

(3) by the substitution, for paragraph (f) of that subsection, of the following new 
paragraph:— 

" ( f ) the emoluments, and any income not arising in Sri Lanka, of any scientist, 

technician, expert, or adviser who is not a citizen of Sri Lanka and who 

is— 

(i) employed in Sri Lanka on a contract of employment entered into 
on or after April I, 1959, between him and the Government of 
Sri Lanka or between him and any such statutory corporation or 
institution as may be approved by the Minister for that purpose; 
or 
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(ii) engaged in the year preceding any year of assessment commencing 
on or after April I, 1969, in performing any services in any project 
carried on by the Government of Sri Lanka or by such statutory 
corporation or by any other body corporate approved bytheMinister, 
to the capital of which the Government of Sri Lanka or such statutory 
corporation has made a contribution;"; 

(4) by the substitution, for paragraph (gg) of that subsection, of the following 
new paragraph:— 

"(gg) the emoluments, and any income not arising in Sri Lanka, for three 
years reckoned from the date of employment in Sri Lanka of-any indi
vidual who is not a citizen of Sri Lanka and who is brought to and 
employed in Sri Lanka on or after April I, 1966, by the proprietor of 
any such undertaking as is referred to in paragraph (v) of subsection 
( I ) of section 6 or in paragraph (m) of subsection ( I ) of section 10 in 
such executive capacity or other capacity as may be approved by the 
Minister on the recommendation of the Ceylon Tourist Board;" ; 

(5) by the substitution, for paragraph (kk) of that subsection, of the following 
new paragraph:— 

"(kk) interest accruing for any period commencing on or after June 16, 
1968, to any company, partnership or other body of persons outside 
Sri Lanka from any loan granted by that company, partnership or 
body of persons to the Government of Sri Lanka or to the Agricultural 
and Industrial Credit Corporation of Ceylon, or to the Development 
Finance Corporation of Ceylon or to the Ceylon State Mortgage Bank 
or to any other State corporation or to any Government institution 
or to any other institution to the capital of which the Government 
of Sri Lanka has made any contribution, or to any undertaking approved 
by the Minister in charge of the subject of Finance, or to any commercial 
bank for the time being operating in Sri Lanka if such loan is considered 
by the Minister in charge of the subject of Finance to be essential for 
the economic progress of Sri Lanka and is approved by him;"; 

(6) by the substitution, for paragraph (t) of that subsection, of the following 
new paragraph:— 

"(t) the accumulated interest payable to an individual in respect of-any 
Ceylon Savings Certificate issued under the Savings Certificates Ordi
nance or any National Savings Certificate issued under the National 
Savings Bank Act, No. 30 of 1971, and purchased by that individual on 
or before March 31, 1973, so long as the amount of the certificates held 
by the individual who is for the time being the holder of such certificates 
does not exceed the amount which an individual is for the time being 
authorized to hold under the written law, rules or regulations relating 
to such certificates;"; 

(7) by the substitution, for paragraph (u) of that subsection, of the following 
new paragraph:— 
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" (u) interest paid or credited in respect of a n / period ending not later than 
March 31, 1972, on sums not exceeding fifteen thousand rupees lying 
to the credit of any individual in the Ceylon Savings Bank and the Ceylon 
Post Office Savings Bank; ; and 

(8) by the insertion, immediately after paragraph (u) of that subsection, of the 
following new paragraphs:— 

"(ua) the total interest not exceeding one thousand rupees payable to an 
individual in respect of— 

(a) any savings certificates issued or deemed to be issued, under the 
National Savings Bank Act , No. 30 of 1971, after March 31, 1973, and 

(b) moneys lying in the National Savings Bank to the credit of such 
individual, 

for the year preceding any year of assessment commencing on or after 
April I, 1973, but so however that, where more than six individuals 
in the same family are qualified for the exemption conferred under 
this paragraph, the exemption shall apply only in respect of six such 
individuals; 

(ui>) the income accruing to any person from such moneys lying to his 
credit in any account in a commercial bank as, in the opinion of the 
Commissioner, represent moneys remitted by him to Sri Lanka under 
the Passport (Regulation) and Exit Permit Act, No. 53 of 1971;" 

4. Section 6 of the principal enactment as last amended by Act No. 6 of 1969, 
is hereby further amended by the repeal of subsection ( I ) of that section and the 
substitution therefor, of the following new subsection:— 

" ( I ) This section shall apply— 

(i) to any corporation established on or after April I, 1951, and— 

(a) to the capital of which the Government of Sri Lanka makes a con
tribution and 

(b) which prior to August 2, 1968, is declared by the Minister by Order 
published in the Gazette to be a corporation to which this section 
shall apply; and 

(ii) to any industrial undertaking in respect of which the Commissioner 
is satisfied that the following conditions are fulfilled:— 

(a) that it is an undertaking commenced on or after April I, 1951, 
for the production or manufacture in Sri Lanka of goods or com
modities; 

(b) that the undertaking is not formed by the splitting up or reconstruc
tion of any business previously in existence, or by the transfer to a 
new business of buildings, machinery or plant used in a business 
which was being carried on before April I, 1951; 

(c) that more than twenty-five persons are employed for the purposes 
of the undertaking; 
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(d) that the goods or commodities produced or manufactured by the 
undertaking are certified to be of satisfactory quality by an authority 
if and when an authority is prescribed for such purpose; and 

(e) that the prices at which such goods or commodities are sold are 
certified to be reasonable by an authority if and when an authority 
is prescribed for such purpose; 

(iii) to any undertaking of deep sea fishing commenced prior to August 2, 
1968; 

(iv) to any undertaking carried on in any land for a purpose for which such 
land was leased in accordance with such notification as was, or may be, 
published in that behalf in the Gazette if the lease of such land was 
sanctioned upon an application made for that purpose prior to August 
2, 1968; 

(v) to any such undertaking, commenced on or after April I , 1966, of 
operating hotels for tourists as is on the recommendation of the Ceylon 
Tourist Board approved by the Minister by Order published in the 
Gazette; and 

(vi) to any such undertaking of providing buildings for the use of an under
taking referred to in paragraph (v) as is on the recommendation of the 
Ceylon Tourist Board approved by the Minister by Order published 
in the Gazette: 

Provided that this section shall not apply to any industrial undertaking 
which on or after April I, 1969, commences the production or manufacture 
in Sri Lanka of goods or commodities unless the Commissioner is satisfied 
that the conditions set out in paragraph (ii) are fulfilled in respect of that 
undertaking and unless such undertaking— 

(a) is an undertaking— 

(i) which, if it is a company, has its ordinary shares held wholly or 
partly by, or if it is not a company, has a capital provided wholly 
or partly by, any company, partnership or body of persons being 
a company, partnership or body of persons outside Sri Lanka' 

(ii) which was approved by the Director of Industrial Development 
upon application made to the Ministry of Planning and Economic 
Affairs through the Permanent Secretary prior to August 2, 
1968; and 

(iii) which commenced the production or manufacture in Sri Lanka 
of goods or commodities on or before March 31, 1972; or 

(6) is an undertaking— 

(i) which was approved by the Director of Industrial Development 
prior to August 2, 1968; 
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(Ii) in respect of which the Commissioner is satisfied that any land, 
plant, machinery, fixtures or building was acquired for the 
purposes of that undertaking prior to August 2, 1968, or that 
prior to that date a contract was entered into for the purchase 
of any land, plant, machinery or fixtures for the purposes of that 
undertaking or for the purchase or erection of any building for 
the purposes of that undertaking, and 

(iii) which commenced the production or manufacture in Sri Lanka 
of any goods or commodities on or before March 31, 1972." 

5. ( I ) The following new section is hereby inserted immediately after section 
7A, and shall have effect as section 7B, of the principal enactment:— 

7B. W h e r e a person carrying on any undertaking to which section 6 or section 
7A applies, sells, discards, or otherwise disposes of, or ceases otherwise than by 
death to be the owner of, any building constructed by him and used for the 
purposes of that undertaking or any plant, machinery or fixtures acquired by 
him and used for the purposes of that undertaking, then the income on which 
tax is payable by that person shall, notwithstanding anything in section 6 or 
section 7A, as the case may be, include— 

(a) an amount ascertained under subsection (3) or-subsection (4) of section 
10, according as such person has or has not ceased to carry on such under
taking; 

(b) amounts treated as receipts of that undertaking under paragraph (/) 
paragraph (m) of subsection ( I ) of section 10; an 

(c) the net capital gains arising from the change of ownership of such building, 
plant, machinery or fixtures, if that person has ceased to carry on such 
undertaking, 

as though a deduction for depreciation has been made under paragraph (h) or 
paragraph (/) or paragraph (/) or paragraph (m) of subsection ( I ) of section 10 
in respect of the things sold or discarded or otherwise disposed or otherwise 
ceased to be owned.". 

(2) The provisions of the new section 7B inserted in the principal enactment by 
subsection ( I ) of this section shall apply in respect of every year of assessment 
commencing on or after April I, 1973. 

6. ( I ) Section 10 of the principal enactment, as amended by Act No. 26 of 1968, 
is hereby further amended as follows:— 

(o) in subsection ( I ) of that section— 

(i) by the substitution, for paragraph (i) of that subsection, of the following 
new paragraph:— 

" ( / ) a prescribed lump sum for the depreciation by wear and tear of any 
building constructed in the year preceding the year of assessment— 

(a) for the purpose of any agricultural or industrial undertaking or 
any approved project within the meaning of subsection (5) carried 
on by such person— 
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(f) for use as a staff welfare building, or 

t (ii) for occupation as a dwelling house by any member of the 
subordinate staff employed by such person in such under
taking or project, or 

(iii) for occupation for the purposes of such undertaking or 
project otherwise than as a dwelling house, or 

(b) for use solely as a warehouse for the purpose of a trade or business 
carried on by such person: 

Provided that no deduction under the preceding provisions of 
this paragraph shall be allowed to such person in respect of any 
building constructed by him if such construction was to renew 
any building earlier used by him for any of the purposes specified 
in the preceding provisions of this paragraph and if the cost of such 
renewal is allowed as a deduction under paragraph ( / ) ; " ; 

(ii) by the substitution, for paragraph (m) of that subsection, of the following 
new paragraph:— 

"(m) any sum expended in the purchase and installation, or in the 
purchase, as the case may be, of any plant, machinery, fixtures, 
furniture, utensils or articles or in the renovation of, or in the 
making of any additions or improvements to, any existing building 
or in the erection of any building, by such person for any such 
undertaking of operating hotels for tourists as is not referred to in 
paragraph (v) of subsection ( I ) of section 6 and is on the recommen
dation of the Ceylon Tourist Board approved by the Minister by 
Order published in the Gazette for the purposes of this paragraph: 

Provided that where such person has, during the period for which the 

profits are being ascertained, sold, discarded, otherwise disposed of, 

or otherwise ceased to be the owner of, any such plant, machinery, 

fixtures, furniture, utensils or articles without ceasing to carry on such 

undertaking, the sum realized by the sale or discard or other disposal 

or other-cessation of ownership shall be treated as a receipt of that under

taking."; 

(b) by the substitution, for subsection (3) of that section, of the following new 

subsection:— 

"(3) Whe re any person sells, discards, otherwise disposes of, or other

wise ceases to be the owner of, any plant, machinery or fixtures acquired 

by him after March 31, 1957, or such specified day as is referred to in 

subsection (2), and used in producing the income from any trade, business, 

profession, vocation, or employment carried on or exercised by him, or 

any building constructed after March 31, 1957, or such specified day as 

is referred to in subsection (2), which is— 



( viil ) 

(a) a staff welfare building or a building for use as a dwelling house by 
any member of the subordinate staff employed by him in or for the 
purposes of, or in connection with, any agricultural or industrial 
undertaking, or which is a building occupied for the purposes of 
such undertaking, otherwise than as a dwelling house, or 

(b) a building for use solely as a warehouse for the purposes of any 
trade or business carried on by him, 

and the sale or discard or other disposal or other cessation of ownership 
occurs when or after he ceases to carry on or exercise such trade, business, 
profession, vocation, employment or undertaking, and a deduction for 
depreciation has been made under paragraph (h), or paragraph (/) of subsec
tion ( I ) in respect of the things sold or discarded or otherwise disposed 
of or otherwise ceased to be owned, then, if the sale or discard or other 
disposal or other cessation of ownership is before the expiry of the period 
of likely use by reference to which the deduction for depreciation was 
determined, such part of the amount deducted for depreciation as is in the 
opinion of the Commissioner attributable to the unexpired part of such 
period shall be added to the profits or income of such person as a receipt 
of such trade, business, profession, vocation, employment or undertaking." 

by the substitution, for subsection (4) of that section of the following new 

subsection:— 

"(4) W h e r e any person sells, discards, otherwise disposes of, or other

wise ceases to be the owner of, any plant, machinery or fixtures acquired 

by him after March 31, 1957, or such specified day as is referred to in subsec

tion (2), and used in producing the income from any trade, business, profes

sion, vocation or employment carried on or exercised by him, or any 

building constructed after March 31, 1957, or such specified day as is 

referred to in subsection (2), which is— 

(a) a staff welfare building or a building for use as a dwelling house by 

any member of the subordinate staff employed by him in or for the 

purposes of, or in connection with, any agricultural or industrial 

undertaking, or which is a building occupied for the purposes of 

such undertaking, otherwise than as a dwelling house, or 

(b) a building for use solely as a warehouse for the purposes of any trade 

or business carried on by him. 

and the sale or discard or other disposal or other cessation of ownership 

occurs without his ceasing to carry on or exercise such trade, business, 

profession, vocation, employment or undertaking, and a deduction for 

depreciation has been made under paragraph (h) or paragraph (/) of subsec

tion ( I ) in respect of the thing sold or discarded or otherwise disposed 

of, or otherwise ceased to be owned, then— 
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(i) if the sale or discard or other disposal or other cessation of owner
ship is before the expiry of the period of likely use by reference to 
which the deduction for depreciation was determined, the Com
missioner shall take into account the unexpired part of such period 
and determine the amount of the loss, or the amount of the profit, 
arising in the event of a sale from the sale or in the event of a discard 
or other disposal or other cessation of ownership, from the likely 
sale of such plant, machinery, fixtures or building, and where the 
amount of the loss is so determined, there shall be deducted that 
amount for the purpose specified in subsection ( I ) , and where the 
amount of the profit is so determined, that amount shall be added to 
the profits or income of such person as a receipt of such trade, 
business, profession, vocation, employment, or undertaking, and 
where such plant, machinery or fixtures was or were only partly 
used or employed for such trade business profession vocation or 
employment or such building was only partly used for the purposes 
of, or in connection with, such undertaking, the deduction or addition 
under this subsection shall be proportionately reduced; and 

(II) if the sale or discard or other disposal or other cessation of ownership 
is after the expiry of the aforesaid period of likely use, the full amount 
of the sale proceeds in the event of a sale, or the full amount likely 
to be realized by the sale of such plant, machinery, fixtures, or 
building in the event of a discard or other disposal or other cessation 
of ownership shall be added to the profits or income of such person 
as a receipt of such trade, business, profession, vocation, employment, 
or undertaking, and where in the case of a sale or discard or other 
disposal or other cessation of ownership such plant, machinery, or 
fixtures was or were only partly used or employed for such trade, 
business, profession, vocation, or employment, or such building was 
only partly used for the purposes of, or in connection with, such 
undertaking, the addition under this subsection shall be proportion
ately reduced."; and 

(d) by the addition, at the end of that section, of the following new subsection:— 

"(9) No deduction under subsection ( I ) (a) or ( I ) (h) or ( I ) (/) or deprecia
tion by wear and tear or under subsection ( I ) (J) for any sum expended for 
renewal shall be allowed to any person in respect of any building, plant, 
machinery or fixtures constructed or acquired by him if— 

(o) such person has let on hire— 

( i) such building, plant, machinery or fixtures to any undertaking 
the profits and income of which are exempt from income tax 
under section 6 or section 7A; or 

(ii) such plant, machinery or fixtures for use in any undertaking 
carried on by the person from whom it was acquired or by 
any member of the family of that person or any member of his 
family in partnership with any other person or persons; or 
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(b) such person uses such plant, machinery or fixtures in any under
taking carried on by him in partnership with the person from whom it 
was acquired or with any member of the family of the person from 
whom it was acquired: 

Provided that nothing in the preceding provisions of this subsection 
shall apply to any person in respect of an undertaking referred to in 
paragraph (vi) of subsection ( I ) of section 6 and carried on by that person." 

(2) The amendment made in the principal enactment— 

(a) by sub-paragraph (i) of paragraph (a), paragraph (b), paragraph (c) and para
graph (d) of subsection ( I ) of this section shall apply in respect of every year 
of assessment commencing on or after April I, 1973; and 

(b) by sub-paragraph (ii) of paragraph (a) of subsection ( I ) of this section shall 
be deemed to have come into force on June 16, 1968. 

7. Section 19 of the principal enactment is hereby repealed and the followin 
new section substituted therefor:— 

19. ( I ) Where , according to a return of income furnished under this Act 
by a resident individual in respect of any year of assessment, he had a wife and 
no child or dependent relative in the year preceding that year of assessment, 
then, for the purpose of the computation of the income tax in respect of them 
for such year of assessment, they shall be deemed to be a family, and such indivi
dual shall be deemed to be the head of such family. 

(2) Where , according to a return of income furnished under this Act by a 
resident individual in respect of any year of assessment, he had a wife and any 
child (other than a child who is in receipt of income which is entirely occupational 
income) or dependent relative in the year preceding that year of assessment, 
then, for the purpose of the computation of the income tax in respect of them for 
such year of assessment, they shall be deemed to be a family, and such individual 
shall be deemed to be the head of such family. 

(3) Where , according to a return of income furnished under this Act by a 
resident individual other than an individual referred to in subsection ( I ) or sub
section (2), in respect of any year of assessment, such individual had any child 
(other than a child who is in receipt of income which is entirely occupational 
Income) or dependent relative in the year preceding that year of assessment 
then for the purpose of the computation of the income tax in respect of them for 
such year of assessment such individual and child or dependent relative shall be 
deemed to be a family, and such individual shall be deemed to be the head of 
such famir/i" 

8. Section 24 of the principal enactment, as last amended by Act No. 6 of 1969 
is hereby further amended as follows:— 

( I ) the substitution, for paragraphs (d) and (e) of that section, of the following 
new paragraphs:— 
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" (d) the provisions of Part III of the Second Schedule to this Act shall, in 
their application to that individual for the year of assessment com
mencing on April I, 1965, and for each of the three years of assess
ment next succeeding; have effect as if each of the sums mentioned in 
that Part of that Schedule, or the aggregate of the sums computed in 
the manner mentioned in subsection (3) of section 23A, as the case 
may be, were reduced in the proportion which the number of days 
during which he is resident bears to the number of days in such 
preceding year, 

"(e) the provisions of Part IV of the Second Schedule to this Act shall, 
in their application to that individual for the year of assessment com
mencing on April I, 1969, and for the year of assessment next succeed
ing, have effect as if each of the sums mentioned in that Part of that 
Schedule, or the aggregate of the sums computed in the manner 
mentioned in subsection (4) of section 23A, as the case may be, were 
reduced in the proportion which the number of days during which he 
is resident bears to the number of days in such preceding year, and"; 

(2) by the addition, at the end of that section, of the following new paragraph:— 

" ( f ) the provisions of Part V of the Second Schedule to this Act shall, 
in their application to that individual for any year of assessment 
commencing on or after April I, 1971, have effect as if each of the sums 
mentioned in that Part of that Schedule, or the aggregate of the sums 
computed in the manner mentioned in subsection (4) of section 23A, as 
the case may be, were reduced in the proportion which the number 
of days during which he is resident bears to the number of days in such 
preceding year." 

9. Section 28 of the principal enactment is hereby amended by the insertion, 
(mediately after paragraph (s) of that section, of the following new paragraphs:— 

" (ss) the National Savings Bank established by the National Savings Bank Act, 
No. 30 of 1971; 

(sss) the Colombo District (Low-lying Areas) Reclamation and Development 
Board established by the Colombo District (Low-lying Areas) Reclamation 
and Development Board Act, No. 15 of 1968;" 

10. Section 31 of the principal enactment, as amended by Act No.,33 of 1971, 
hereby further amended as follows:— 

(1) in subsection ( I ) of that section, by the insertion immediately after paragraph 
(Si) of that subsection, of the following new paragraph:— 

"(ggg) such moneys lying to his credit in any account in a commercial bank 
as, in the opinion of the Commissioner, represent moneys remitted 
by him to Sri Lanka under the Passport (Regulation) and Exit 
Permit Act, No. 53 of 1971;"; and 

(2) by the repeal of subsection (3) of that section, and the substitution therefor, 
of the following new subsection:— 



( xii ) 

"(3) Where a person has any share in the capital of any corporation or 
undertaking specified in section 6 of this Act, the amount of that share shall 
be excluded from his wealth for any year of assessment if the period during 
which the profits and income of that corporation or undertaking are exempt 
from income tax does not expire earlier than the thirty-first day of March of 
the year preceding that year of assessment." 

11. Section 32 of the principal enactment is hereby amended by the repeal of 
bsection ( I ) of that section and the substitution therefor, of the following new 
bsection:— 

" ( I ) Where according to the return of wealth furnished by a person in 
respect of any year of assessment such person is the head of a family, the wealth 
of each individual who is a member of that family shall, for the purposes of this 
Act, be deemed to form part of the wealth of the head of that family and accord
ingly the value of the net wealth of all such members shall be aggregated with 
the net wealth of the head of that family for that year of assessment. Where , 
for the year of assessment ending on March 31, 1964, the aggregated net wealth 
of the head of that family amounts to or exceeds one hundred thousand rupees, 
such net wealth shall be his taxable wealth for that year of assessment and where, 
for any year of assessment commencing on or after April I, 1964, the aggregated 
net wealth of the head of that family exceeds one hundred thousand rupees, 
such part of his net wealth as exceeds one hundred thousand rupees shall be his 
taxable wealth for that year of assessment, and the head of that family shall be 
liable to the wealth tax in respect of such taxable wealth." 

12. Section 40 of the principal enactment is hereby amended as follows:— 

(1) by the substitution, for paragraph (e) and paragraph ( f ) of that section, of 
the following new paragraphs:— 

"(e) where there is a release, discharge, surrender or abandonment of 
any debt (other than a debt which is treated as a bad debt and allowed 
as a deduction for the purposes of income tax under this Act) or 
contract or of any interest in any property by any person, the value 
of the release, discharge, surrender or abandonment shall be deemed 
to be a gift made by him; 

( f ) t n e gift of any property on or after July 18, 1958, subject to a reserva
tion in favour of the donor or any other person shall be deemed to 
take effect when it is made and not when the interest created by the 
reservation is extinguished; and" ; and 

(2) by the addition, at the end of that section, of the following new paragraph:— 
"(g) subject to the provisions of paragraphs (b) and (c), where any property 

is transferred by any person to any member of his family or to any 
son or daughter of that person or of his spouse, being a son or daughter 
not included in the family of that person, and the entirety or a part 
of the consideration for the transfer is the creation of a debt or an 
annuity in favour of the transferor, such debt or annuity shall be 
disregarded and the transferor shall be deemed to have made a gift 
of such property to the transferee to the extent of the value of the 
debt or annuity created." 
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. ,13. Section 44 of the principal enactment, as last amended by Act No. 31 of 
1971, is hereby further amended as follows:— 

(1) by the repeal of subsection (2) of that section and'the substitution therefor, 
of the following new subsection:— 

"(2) Subject to the provisions of subsection (2B) and subsection (4B), 
where in the case of a married woman the marriage subsists during part 
only of a year preceding any year of assessment,— 

(a) the provisions of Chapter V shall apply only to such part of the wife's 
assessable income for that year of assessment as bears to the whole 
of such income the same proportion as the number of days in the 
period during which the marriage subsists in the year preceding 
that year of assessment bears to the total number of days in the year 
preceding that year of assessment; 

(b) the provisions of Chapter VII shall apply only to such part of the wife's 
net wealth for that year of assessment as bears to the whole of such 
wealth the same proportion as the number of days in the period 
during which the marriage subsists in the year preceding that year 
of assessment bears to the total number of days in the year preced
ing that year of assessment; 

" (c) the aforesaid provisions shall not apply to any source of profits or 
income or net wealth, as the case may be, which is not a source of 
profits or income or net wealth of the wife during that part of the 
year for which the marriage subsists."; and 

(2) by the repeal of subsection (4) of that section and the substitution therefor, 
of the following new subsection:— 

"(4) Subject to the provisions of subsection (2B) and subsection (4B), 
where in the case of a married woman, the marriage is on a date after the 
first day of April in the year preceding any year of assessment or the 

marriage subsists for part only of that preceding year, then, as the case 
may be, she shall— 

(a) for such period of the preceding year commencing on the first day 
of April and ending on the date of the marriage, if prior to that date 
she was an individual not included in a family, or 

(b) for such period in that preceding year during which the marriage 
does not subsist, 

be assessed separately on her income in respect of income tax, and on her 
net wealth, in respect of wealth tax and the provisions of this Act as to 
collection and recovery shall apply to her accordingly.". 

>. 14. Section 46 of the, principal enactment is hereby repealed and the following 

new section substituted therefor:— 
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46. Where a child whose assessable income exceeds five hundred rupees 
for any year of assessment either reaches the age of twenty-five or marries or 
leaves the parental home during the year preceding that year of assessment, the 
income (other than income from employment) of that child for the period com
mencing on the date on which he attains such age or marries or leaves his parental 
home and ending on the last day of the year preceding that year of assessment 
and the income from employment of that child for the period commencing on 
the date on which he attains such age or marries or leaves his parental home and 
ending on the last day of that year of assessment shall not be aggregated with 
the income of his parent." 

15. Section 52 of the principal enactment is hereby amended a'$ follows:— 

(1) by the repeal of subsection (4) of that section and the substitution therefor, 
of the following new subsection:— 

"(4) The statutory income of any partner from the partnership shall be 
computed in accordance with the provisions of section 12 by treating his 
share of the divisible profit of the partnership as though it were profits 
of a trade, business, profession, vocation, or employment carried on or 
exercised by him, and his share of other income as though it accrued to him 
solely: 

Provided that where no return has been made as required by subsection 
(2) or a return made under that subsection has not been accepted, the 
Assessor may estimate the statutory income of any partner from the 
partnership to the best of his judgment: 

Provided further that where the Assessor is of the opinion that the whole 
or a part of the divisible profit of the partnership has been appropriated 
by a partner, the Assessor may include in that partner's share of the divisible 
profit of the partnership the amount appropriated by him and the statutory 
income of such partner may be computed accordingly."; and 

(2) by the addition, at the end of that section, of the following new subsection:— 

"(10) Where for any year of assessment the statutory income of any 
person who is a partner in a partnership includes his share of the divisible 
profits of the partnership and the tax payable by that person is in default; 
such part of the tax in default as is in the opinion of the Commissioner, 
attributable to his share of such divisible profits may be recovered out of 
the assets of the partnership and accordingly, for the purposes of section 
110, the assets of the partnership shall be deemed to be the assets of the 
partner: 

Provided that the amount so recovered shall not exceed the interest 
of the partner in the partnership." 

16. Section 54 of the principal enactment, as amended by Act No. 31 of 1971, 
hereby further amended as follows:— 

( I ) by the repeal of subsection (7) of that section and the substitution therefor, 
of following new subsection:— 
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"(7) Whe re an individual arrives in Sri Lanka in any year of assessment 
commencing on or after April I, 1970, and carries on or exercises any 
employment in that year of assessment or in the year following that year 
of assessment, the Commissioner may direct that such individual shall be 
deemed to have been resident for the whole or a part the year preceding 
each of the aforesaid years of assessment or any one of those years for the 
purpose of granting such relief as the circumstances of the case may 
require."; and 

(2) by the addition, at the end of that section of the following new subsections:— 

"(8) W h e r e an individual leaves Sri Lanka in any year of assessment 
commencing on or after April I, 1970, his profits and income from employ
ment arising in or derived from any palace outside Sri Lanka during the 
period commencing on the date on which he leaves Sri Lanka and ending 
on the thirty-first day of March of the year of assessment immediately 
succeeding the year of assessment in which he leaves Sri Lanka shall be 
exempt from income tax unless he is deemed to be, or becomes, resident 
in Sri Lanka at any time during that period. 

(9) An individual who is employed in a Ceylon ship, within the meaning 
of the Merchant Shipping Act, No. 52 of 1971, shall, for the purposes of 
this Act, be deemed to be resident in Sri Lanka during the priod he is 
so employed: 

Provided that whether any such individual is a citizen or subject of any 
country other than Sri Lanka he shall not, by reason of his being so deemed 
to be resident in Sri Lanka, be liable to income tax as a resident in respect 
of any income other than his income from employment in such ship." 

17. Section 69B of the principal enactment, inserted therein by Act, No. 31 of 
1971, is hereby repealed and the following new section substituted therefor:— 

69B. Where the profits and income of an individual for the year of assess
ment commencing on April 1, 1971, include profits from employment, such indivi
dual or, if such individual is a member of a family, the head of such family shall 
be entitled to a deduction from the income tax payable by him or by the head 
of the family of which he is a member, as the case may be, for that year of assess
ment, of a sum equal to income tax at the effective rate on such part of the profits 
from employment as bears to the total profits from employment the same propor
tion as the number of days during which such individual carried on or exercised 
an employment during the period from April I, 1971, to September 30,1971, 
bears to the total number of days during which he carried on or exercised an 
employment in that year of assessment: 

Provided that such profits from employment for the purposes of this section 
shall not include any sum falling within section 3(4) (a) (ii). 

For the purposes of this section— 
(a) the effective rate of tax for the year of assessment commencing on April 

1, 1971, shall be the percentage which the amount of tax payable for that 
year of assessment without any deduction for any relief under section 27, 
or section 66 or section 70 or section 71 , bears to the amount of the 
assessable income for that year of assessment, and 
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(b) where a person is in receipt of a pension for the year of assessment 
commencing on April I, 1971, or any part of that year, such person 
shall, in respect of the period he is in receipt of such pension, be deemed 
to be carrying on or exercising an employment". 

18. Section 73A of the principal enactment is hereby repealed and the following 
new section substituted therefor:— 

73A. Whe re a company carries on an undertaking which is referred to in 
paragraph (v) or paragraph (vi) of subsection ( I ) of section 6 and which has been 
approved thereunder by the Minister prior to April I , 1976, such company shall, 
in respect of its profits and income from that undertaking for the period of fifteen 
years immediately following the period of five years for which the profits and 
income of that undertaking are exempt from income tax under subsection (2) 
of that section, be entitled to a deduction from the income tax payable by that 
company of a sum equal to fifty per centum of the specified sum. 

For the purposes of this section, such specified sum shall— 

(a) in the case of a resident company, be a sum which bears to the income 
tax payable by that company for any year of assessment under paragraph 
(a) of subsection ( I ) of section 25 after the deduction of any relief granted 
under section 70 or section 71 the same proportion as the profits and 
income of that undertaking bears to the profits and income of that 
company for that year of assessment, and 

(b) in the case of a non-resident company, be a sum which bears to the income 
tax payable by that company for any year of assessment under section 
26 (excluding such part of that tax as is computed under that section at 
the additional rate of 6 per centum or at the rate of 33 1/3 per centum) 
after the deduction of any relief granted under section 70 or section 71, 
the same proportion as the profits and income of that undertaking bears 
to the profits and income of that company for that year of assessment." 

19. Section 79 of the principal enactment is hereby amended as follows:— 

( I ) by the repeal of subsection ( I ) and (2) of that section, and the substitution 
therefor, of the following new subsections:— 

' ( ' ) Whe re , in the case of a company controlled by not more than five 
persons,— 

(a) the assessable income of the company for any year of assessment is 
computed on the profits of the company for any year ending on or 
after the first day of April, 1962, (hereinafter in this subsection referred 
to as the "previous year") ; and 

(b) the Assessor is satisfied that, in respect of the previous year, the com
pany has not distributed to its shareholders a reasonable part of its 
profits, . . ; 
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the Assessor may, subject to the provisions of subsectfons (2), (3) and (4), 
treat the whole or a part of the profits of the company after deducting 
therefrom any expenditure incurred for the development of the business 
of the company other than the price paid for the purchase of an existing 
business or an agricultural undertaking as distributed in the form of 
dividends to the shareholders of the company on a date specified by the 
Assessor and the persons concerned shall, for the year of assessment, 
commencing on the first day of April immediately following the date so 
specified, be assessable in respect of the amount treated as distributed in 
the form of dividends to then. 

(2) In determining under subsection ( I ) whether a company has not 
distributed to its shareholders a reasonable part of its profits, the Assessor 
shall have regard— 

(a) to the total amount of its profits; 

(6) to the additional assessments, if any, made on the company; 

(c) to the current requirements of the company's business; and 

(d) to such other requirements as may be necessary or advisable for the 
maintenance and development of the company's business."; and 

(2) by the insertion, immediately after subsection (4) of that section, of the 
following new subsection:— 

"(4A) W h e r e the Assessor under subsection ( I ) treats the whole or a 
part of the profits of the company as distributed in the form of dividends 
to shareholders of the company— 

(a) the provisions of section 27 shall not apply to the profits treated as 
distributed in the form of dividends; 

(b) the shareholders shall be assessable on the actual amount of the profits 
treated as distributed in the form of dividends and shall not be entitled 
to any set-off under subsection (6) of section 27; and 

(c) where the shareholder is a company, the profits treated as distributed 
in the form of dividends to that company shall, notwithstanding any 
other provision of this Act, be treated as part of the assessable income 
of the company and assessed accordingly." 

20. The following section is hereby inserted immediately after section 79, and 
shall have effect as section 79A, of the principal enactment:— 

79A. Whe re the profits and income of a company or any part of such profits 
and income are appropriated by any director, manager, shareholder or executive 
officer of that company, such profits and income or-such part of such profits 
and income shall form part of the profits and income of the person by whom such 
profits or income or part thereof are appropriated and also of that company and 
that person and that company shall be assessable accordingly." 

21. Section 90 of the principal enactment is hereby repealed and the following 
new section substituted therefor:— 



( xviii ) 

90 ( I ) The secretary, manager, director or other principal officer of every 
company or body of persons, corporate or unincorporate, shall be answerable 
for doing all such acts, matters, or things as are required to be done under the 
provisions of this Act by such company or body of persons: 

Provided that any person to whom a notice has been given under the provi
sions of this Act on behalf of a company or body of persons shall be deemed to be 
the principal officer thereof unless he proves that he has no connection with the 
company or body of persons or that some other person resident in Sri Lanka is 
the principal officer thereof. 

(2) Where an offence under this Act is committed by a company or body Of 
persons, corporate or unincorporate, every person who at the time of the com. 
mission of that offence was the secretary, manager, director or other principal 
officer of that company or body of persons shall be deemed to be guilty of that 
offence unless he proves that the offence was committed without his knowledge 
and that he exercised all such diligence to prevent the commission of that offence 
as he ought to have exercised having regard to the nature of his functions in such 
capacity and to all the circumstances." 

22. Section I07D of the principal enactment, inserted therein by Act No. 31 
of 1971, is hereby amended by the addition, at the end of that section, of the following 
new subsection:— 

"(8) Where an employer has reasonable grounds to suspect that any parti
cular set out in a declaration furnished by an employee under this section is 
incorrect, he shall forthwith notify the grounds for his suspicion to the Com
missioner and also send him a copy of such declaration." 

23. Section I07G of the principal enactment, inserted therein by Act No. 31 
of 1971, is hereby amended as follows:— 

( I ) by the insertion, immediately after subsection (2) of that section, of the 
following new subsection:— 

'(2A) The Commissioner, or any officer authorized by the Commissioner, 
may, in respect of any employee chargeable with income tax under this 
Act, issue to the person who is the employer of that employee or who, 
in the opinion of the Commissioner or such officer, is the employer of that 
employee, a direction in writing ( a copy of which shall be issued to that 
employee) requiring such person to deduct in accordance with such direc
tion from the remuneration of such employee the income tax payable under 
this Act and such person shall deduct income tax from such remuneration 
in accordance with such direction: 

Provided that any such direction may at any time be varied.. 

For the purposes of this chapter a person in respect of whom a direction 
has been issued under this section shall be deemed to be a "specified 
employee".'; and 
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(2) by the repeal of subsection (3) of that section and the substitution therefor, 
of the following new subsection:— 

"(3) Any employee who is dissatisfied with a direction issued under 
subsection (2) or under subsection (2A) may, within a period of thirty 
days after the date of issue of such direction, appeal to the Commissioner 
in writing setting out precisely the grounds of such appeal. The decision 
of the Commissioner on such appeal shall be final and conclusive.". 

24. The following section is hereby inserted in the principal enactment imme
diately after section I07ss, of that enactment:— 

I07ss. Whe re under the provisions of this Chapter an employer is required 
to record or furnish particulars in such form and in such manner as may be 
prescribed by the Commissioner, it shall be sufficient compliance with those 
provisions if the particulars are recorded or furnished by the employer in such 
form and in such manner as may be approved in writing by the Commissioner 
upon an application made by the employer.". 

25. Section 123 of the principal enactment is hereby amended by the repeal 
of subsection ( I ) of that section and the substitution therefor, of the following new 
subsection:— 

" ( I ) For the purposes of this Act there shall be appointed a Commissioner 
of Inland Revenue, an Additional Commissioner of Inland Revenue, a Senior 
Deputy Commissioner of Inland Revenue, and such number of Deputy Com
missioners of Inland- Revenue, Assistant Commissioners of Inland Revenue and 
Assessors of Inland Revenue as may be necessary.". 

26. Section 129 of the principal enactment is hereby amended as follows:— 

(1) by the insertion, immediately after the definition of "active partner", of the 
following definition:— 

' "Additional Commissioner" means an Additional Commissioner of 
Inland Revenue appointed under this Act ; ' ; 

(2) by the insertion, immediately after the definition of "agricultural under
taking", of the following definition:— 

"annuity" for the purposes of the year preceding any year of assessment 
commencing on or after April I , 1973, means an annual payment (other 
than a payment of a capital nature) made in money or money's worth— 

(a) by any person to any other person under an order of court, the 
payment being in the nature of alimony or maintenance payment, or 

(b) by one spouse to the other under a duly executed deed of separa
tion, or 

(c) by any person in return for full consideration in money or money's 
worth to any other person who is not the son, daughter, father, 
mother, brother or sister of that person or of his wife;"; 
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(3) by the insertion, immediately after the definition of "business", if the follow
ing new definition:— 

' "Ceylon Tourist Board" means the Ceylon Tourist Board established 
under the Ceylon Tourist Board Act, No. 10 of 1966;'; 

(4) by the substitution, for the definition of "Commissioner", of the following 
new definition:— 

' "Commissioner" means the Commissioner of Inland Revenue appointed 
under this Act, and includes an Additional Commissioner, a Senior 
Deputy Commissioner, a Deputy Commissioner, and an Assistant Com
missioner specially authorized by the Commissioner either generally 
or for some specific, purpose to act on behalf of the Commissioner;'; 

(5) by the insertion, immediately after the definition of "company", of the 
following new definition:— 

' "Controller of Exchange" means the officer designated as the head of the 
Department of Exchange Control of the Central Bank;'; 

(6) by the substitution, for the definition of "dividend", of the following new 
definition:— 

' "dividend" includes any distribution of profit by a company to its share
holders in the form of money or of an order to pay money, or in the form 
of shares or debentures in the company or in any other company, and 
the amount of any capital returned or distributed to the extent of the 
paid-up value of any shares distributed by the company to its share
holders within six years preceding the date of the return or distribution 
of capital, such paid up value representing the capitalization of the whole 
or any part of the profits of the company, but does not include— 

(a) a distribution made wholly out of profits from the sale of fixed capital 
assets where such profits are not chargeable with tax under the 
provisions of this Act, 

(b) the paid-up value of any shares distributed by a company to its 
shareholders to the extent to which such paid-up value represents 
the capitalization of the whole or any part of the profits of the 
company;'; 

(7) by the insertion, immediately after the definition of "family", of the following 
new definition:— 

' "foreign currency" has the same meaning as in the Exchange Control 
Act ; ' ; 

(8) by the insertion, immediately after the definition of "industrial undertaking", 
of the following new definition:— 

' "interest" for any year of assessment in relation to a saving certificate 
within the meaning of the National Savings Bank Act, No. 30 of 1971— 
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(a) where the certificate is acquired by any person prior to the com

mencement of the year preceding that year of assessment (hereinafter 

referred to as the "preceding year") and is held by him during the 

whole or a part of the preceding year, means the amount by which 

the surrender value of the certificate on the thirty-first day of March 

of the preceding year or on the date on which such person ceases to 

be the holder of the certificate, as the case may be, exceeds the 

surrender value of the certificate on the first day of April of the 

preceding year or its purchase price, according as the certificate 

has or does not have a surrender value on the afore-mentioned 

first day of Apri l ; or 

(b) where the certificate is acquired by any person after the commence

ment of the preceding year and is held by him during the whole or a 

part of the remaining portion of the preceding year, means the 

amount by which the surrender value of the certificate on the thirty-

first day of March of the preceding year or on the date on which 

first day of March of the preceding year or on the date on which 

such person ceases to be the holder of the certificate, as the case 

may be, exceeds the surrender value of the certificate on the date of 

acquisition of the certificate or its purchase price, according as the 

certificate has or does not have a surrender value on the date of 

acquisition;'; 
A 

(9) by the insertion, immediately after the definition of "resident", of the foll

owing new definition:— 

' "Senior Deputy Commissioner" means the Senior Deputy Commissioner 

of Inland Revenue appointed under this Ac t ; " ; and 

. (10) by the insertion, immediately after the definition of "taxable income", of 

the following new definition:— 

' " tourist" means any person who is not a citizen of Sri Lanka and who 
holds a valid passport which bears an endorsement granted to him by 
an authorized officer under the Immigrants and Emigrants Act; ' . 

27. The First Schedule to the principal enactment, as amended by Act No. 18 
of 1965, is hereby further ammended by the insertion, immediately after the item 
relating to "Public Corporations established with capital wholly or partly provided 
by the Government of Ceylon", of the following new item:— 

"Business Undertakings acquired or vested in the ] The rate of tax chargeable 
Government under the Business Undertakings > in respect of resident 
(Acquisition) Act, No. 35 of 1971— J companies.". 
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F I N A N C E ( A M E N D M E N T ) L A W , N O . 7 O F 1974 

A L a w to amend the Finance A c t , N o . 38 of 1971 

1. This Law may be cited as the Finance (Amendment) Law, No. 7 of 1974. 

2. The following new section is hereby inserted immediately after section 28 of 
the Finance Act, No. 38 of 1971 (hereinafter referred to as the "principal enactment") 
and shall have effect as section 28A of that enactment:— 

28A. Notwithstanding the provisions of section 30 ( I ) (e) of the Motor 
Traffic Act, the Minister may, from time to time, by Notification published in 
the Gazette specify in respect of any year the date before which applications 
for revenue licences for such year shall be made. In this section "Minister" 
means the Minister to whom the subject of Transport has been assigned by the 
Prime Minister" 

3. Section 29 of the principal enactment is hereby repealed and the following 
new section substituted therefor:— 

29. Notwithstanding any of the provisions of the Motor Traffic Act, there 
shall be levied and collected a penalty amounting to ten per centum of the amount 
of any licence fee due under any regulation made under that Act, if payment of such 
licence fee is not made in full on or before the date on which such fee falls due 
for payment under that Act or under any Notification made under section 28A/ ' 

4. The amendment made to the principal enactment by section 3 of this Law 
shall be deemed, for all purposes; to have come into force on the date on which that 
enactment came into operation. 

B A N K O F C E Y L O N ( A M E N D M E N T ) L A W , N O . 10 O F 1974 

A L a w to amend the Bank of Cey lon Ord inance . 

1. This Law may be cited as the Bank of Ceylon (Amendment) Law, No. 
10 of 1974. 

2. Section 4 of the Bank of Ceylon Ordinance (hereinafter referred to as the 
"principal enactment") is hereby repealed and the following new section substituted 
therefor:— 

4. The central office of the bank shall be at Colombo in Sri Lanka.". 

3. Section 6 of the principal enactment is hereby repealed and the following 
new section substituted therefor:— 

6. ( I ) The management and administration of the affairs of the bank shall 
be vested in a board, consisting of six directors appointed by the Minister, one 
of whom shall be a representative of the Ministry in charge of the Minister to 
whom the subject of Finance is assigned (hereinafter referred to as the "ex officio 
director"). 
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(2) The board may exercise, discharge or perform the powers, functions or 
duties of the bank for the purpose of carrying on the business, and administering 
the affairs, of the bank. 

(3) No act or proceeding of the board shall be invalid by reason only of the 
existence of any vacancy among the directors or any defect in the appointment 
of a director or authorization by the ex officio director under subsection (8). 

(4) A Member of Parliment shall not be qualified to be a director. 

(5) The Minister shall appoint one of the appointed directors as the 
chairman of the board. 

(6) Every appointed director shall hold office for a period of three years, 
unless he is earlier removed from office or vacates his office. 

(7) If any appointed director is temporarily unable to discharge the duties 
of his office on account of ill health, or absence from Sri Lanka, or any other 
cause, the Minister may appoint some other person to act as a director in his 
place. 

(8) If the ex officio director is unable to attend any meeting of the board, he 
may authorize any other officer to be present on his behalf at such meeting; and 
the officer so authorized shall be deemed for the purpose of such meeting to be a 
member of the board. 

(9) An appointed director may resign his office by letter addressed to the 
Minister. 

(10) The Minister may, ifhe thinks it expedient to do so, remove an appointed 
director from office. 

( I I) A director who vacates office by resignation or effluxion of time shall 
be eligible for reappointment. 

(12) The ex officio director shall have all the same rights and privileges as the 
appointed directors. 

(13) The provisions of subsections ( I ) , (2) and (3) shall be deemed to have 
come into operation on October 12, 1961.'. 

4. Section 7 of the principal enactment is hereby repealed and the following 
new section substituted therefor:— 

7. ( I ) The capital of the bank shall be one hundred and twenty million 
rupees divided into one hundred and twenty thousand shares of one thousand 
rupees each. 
(2) The thirty thousand convertible preference shares of fifty rupees each and 
sixty thousand ordinary shares of fifty rupees each presently held by the 
Government shall be converted into ninety thousand shares of one thousand 
rupees each, so however that the balance sum of nine hundred and fifty rupees 
due on each of the aforesaid convertible preference shares and ordinary shares 
amounting to eighty-five million and five hundred thousand rupees shall be the 
reserve liability of the Government. 

(3) The liability of the Government at any time as sole shareholder shall be 
limited to the total amount of the capital represented by the shares held for the 
time being by the Government.". 
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5. Section 8 of the principal enactment is hereby repealed and the following 
new section substituted therefor:— 

8. ( I ) The board shall, out of the profits available for payment of dividend 
and before any dividend is declared, set aside a sum equivalent to twenty per 
centum of such profits to the credit of a fund called the permanent reserve fund 
of the bank until such permanent reserve fund is equivalent to one-half of the 
paid-up capital of the bank for the time being; and in the event that at any time 
thereafter the amount of such permanent reserve fund is less than one-half of the 
paid-up capital of the bank for the time being, the board shall as soon as practicable 
carry to that fund such further sum or sums out of the profits available for dividend 
as may be necessary until the amount of the permanent reserve fund is equivalent 
to one-half of the paid-up capital of the bank for the time being. The board may 
from time to time in its discretion carry to the permanent reserve fund out of 
profits such further sums as it may deem fit, in addition to the sums required by 
the preceding provisions of this subsection to be carried thereto. 

(2) The permanent reserve fund shall be shown separately in the balance 
sheet of the bank.". 

6. ( I ) Section 9 of the principal enactment is hereby repealed and the following 
new section substituted therefor:— 

9. ( I ) In addition to the permanent reserve fund the board shall create a fund 
called the contingency fund of the bank and shall carry to that fund such sums 
out of the profits of the bank as the board thinks proper. 

(2) The contingency fund may be applied from time to time in such manner 
as the board shall determine— 

(a) for meeting depreciation and losses; 

(b) for equalizing dividends; 

(c) for repairing, improving or maintaining any of the property of the 
bank; 

(</) for any other purposes which the board may think proper. 

(3) The board may divide the contingency fund into such special funds as 
it thinks fit, and may consolidate into one fund any special funds or any parts 
of any special funds into which the contingency fund may have been divided 
as it thinks fit, with full power to employ the whole or any part of the assets 
constituting the contingency fund in the business of the bank without being 
under any obligation to keep the same separate from the other assets of the 
bank. The board may also, (subject to the provisions of this Ordinance), without 
placing the same to reserve, carry over any profits which it may think it is not 
prudent to divide. 

(4) It shall not be necessary to show the contingency fund separately in the 
balance sheet of the bank.". 

7. Section 10 of the principal enactment is hereby repealed and the following 
new section substituted therefor:— 
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10. ( I ) The Minister in charge of the subject of Finance shall guarantee the 
repayment of any sum due to the bank on any loan, overdraft, advance or other 
accommodation granted by the bank with the approval of such Minister under 
clause 3 (a) of Part II in the First Schedule hereto. 

(2) Any sum required for the fulfilment of a guarantee provided under 
subsection ( I ) may, with the approval of the National State Assembly, be paid 
out of the Consolidated Fund. 

(3) Immediately after a guarantee is given under subsection ( I ) , the Minister 
in charge of the subject of Finance shall lay a statement of the guarantee before 
the Cabinet of Ministers. 

(4) Whe re any sum is paid out of the Consolidated Fund in fulfilment of a 
guarantee provided under subsection ( I ) , the Minister in charge of the subject 
of Finance shall forthwith lay before the National State Assembly a statement 
that such sum has been paid.". 

8. Section 11 of the principal enactment is hereby repealed and the following 
new section substituted therefor:— 

11. A director who or whose spouse or dependent child or a f i rm 0or 
company in which such director, his spouse or dependent child has a substantial 
interest is directly or indirectly interested in any business transacted or proposed 
to be transacted by the bank shall disclose the nature of such interest at the 
meeting of the board where such business is discussed. The disclosure shall 
be recorded in the minutes if the board and such director shall not take part 
in any deliberation or decision of the board with regard to that business and 
shall withdraw from such meeting whilst such deliberation is in progress or 
decision is being made.". 

9. Section 12 of the principal enactment is hereby repealed and the following 
new section substituted therefor:— 

12. A director for the time being of the bank who incurs an obligation or 
debt to any other bank or to a lending institution shall, within one month of 
the date on which such obligation or debt was incurred, disclose to the bank 
the particulars relating to such obligation or debt.". 

10. Section 13 of the principal enactment is hereby repealed and the following 
new section sustituted therefore:— 

13. ( I ) Every application for any loan, overdraft, advance or other accom
modation shall be made to the general manager or an officer nominated by him 
for the purpose. 

(2) Every application made under subsection ( I ) which requires the approval 
of the board shall be submitted to the board together with the written obser
vations of the general manager on such application. 

{3) The manner in which every application made under subsection ( I ) , 
which does not require the approval of the board is disposed of by the general 
manager or other officer under the powers delegated by the board shall be 
reported to the board.". 
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11. Section 14 of the principal enactment is hereby repealed and the following 
new section substituted therefor:— 

14. ( I ) Any person over sixteen years of age who has a deposit or savings 
account may nominate a person, (hereinafter called a " nominee"), to whom 
the moneys lying to the credit of such first-mentioned person (hereinafter called 
a "nominator") shall be paid upon his death and, if his death should occur while 
the account exists, the moneys shall be so paid subject to the provisions of this 
Ordinance. 

(2) A nomination made under subsection ( I ) shall have effect upon the 
death of the nominator notwithstanding anything in his last will to the contrary. 

(3) Any nomination made under subsection ( I ) shall be deemed to be revoked 
by the death of the nominee in the lifetime of the nominator or by written 
notice of revocation signed by the nominator in the presence of a witness (who 
shall attest the signature of the nominator) or by any subsequent nomination 
made by the nominator. ' 

(4) The moneys lying in his deposit or savings account to the credit of the 
person who has made a nomination under subsection ( I ) shall, in the event of his 
death, be deemed not to form part of the estate or property of that person for 
the purpose of probate or administration proceedings under the Administration 
of Justice Law, No. 44 of 1973, and the transfer of such property shall not be an 
offence under section 279 of that Law. 

(5) Upon the death of any person who has a savings account, and who has 
made a nomination under subsection ( I ) , the bank shall communicate in writing 
by registered post with the Commissioner of Inland Revenue informing him of 
the name and address of such person, the fact of his death, the name and address 
of the nominee and the amount of the moneys lying to the credit of the nominator 
at the time of his death, and inquiring whether any, and if so what, sum of moneys 
should be withheld against payment of estate duty in respect of such moneys 

(6) If the Commissioner of Inland Revenue informs the bank, in reply to 
the communication made under subsection (5), what sum of money should be 
withheld, the bank may withhold that sum and pay it to the Commissioner of 
Inland Revenue. 

(7) If no reply, specifying what sum of money should be withheld, is received 
by the bank from the Commissioner of Inland Revenue to the communication 
made under subsection (5) within one month of the date of posting or handing 
over that communcation, the bank may take action as if no sum of money need 
be withheld. 

(8) No payment shall be made by the bank to any nominee unless the 
nominee— 

(a) submits an affidavit stating that he is the nominee; and 

(b) produces a certificate as to his identity from a person acceptable to the 
bank. 
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(9) A payment made subject to the deduction, if any, made under subsection 
(6) and the conditions set out in subsection (8), to any nominee of a nominator 
who has died shall be a complete discharge of the obligations of the bank in 
respect of the moneys lying to the credit of such nominator. 

(10) Where , upon the death of any person who has a deposit or savings 
account, other than a nominator, there is a sum of money to the credit of such 
person in the bank, any officer or person who is duly authorized to make payments 
in respect of accounts may, if satisfied that such first-mentioned person died 
intestate and that letters of administration to the estate of such person are not 
required by any written law, pay such sums of money, subject to the provisions 
of this Ordinance, to the person or persons to whom such sum is required, in 
accordance with any rule in that behalf, to be paid: 

Provided that until rules are made in that behalf, any such sum may be paid 
to the person or persons legally entitles to the payment thereof.'. 

12. Sections 15, 16, 17, 18, 19,20,21,22,23,24,25,26,27,28,29,30,31 and 32 
of the principal enactment are hereby repealed and the following new sections 
substituted therefor:— 

15. W h e r e default is made in the payment of any sum due on any loan, 
overdraft, advance or other accommodation granted on the mortgage of movable 
or immovable property, whether that sum is due on account of principal or 
Interest or both, default shall be deemed to have been made in respect of the 
whole of the unpaid portion of that loan, overdraft, advance or other accom
modation and the interest due thereon up to date. 

16. Whe re under the provisions of this Ordinance, default is made or 
deemed to have been made in respect of the whole of the unpaid portion of any 
loan, overdraft, advance or other accommodation and the interest due thereon, 
the board may, in its discretion, take action as specified either in section 17 or 
in section 19: 

Provided that where the board has in any case taken action, or commenced 
to take action, in accordance with section 17, nothing shall be deemed to prevent 
the board at any time from subsequently taking action in that case by resolution 
under section 19 if the board deems it necessary or advisable to do so. 

17. Subject to the provisions of section 20, the board may by resolution 
to be recorded in writing authorize any person specified in the resolution to 
enter upon and take possession of any immovable property or seize any movable 
property mortgaged to the bank as security for any loan, overdraft, advance 
or other accommodation in respect of which default has been made and to manage 
and maintain such property, and to exercise the same powers in the control 
and management of such property as might have been exercised by the mortgagor 
if he had not made default. 

18. ( I ) Any person authorized by resolution of the board under section 
17 in respect of any property shall be entitled generally to take action in terms 
of the resolution and in particular— 
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(a) to sell the produce of such property; 
(b) to receive the rents, profits or other income from such property; 

(c) to pay the expenses incurred in the control and managemet of such 
property out of the income from such property; 

(d) to appropriate to himself out of such income such sum (if any) as the 
board may deem fit to fix as remuneration for his services; 

(e) to remain in possession of such property until all moneys due to the 
bank under the mortgage on such property have been fully paid or until 
he is directed by the board to yield possession of such property under 
subsection (2). 

(2) Every person authorized by resolution of the board under section 17 
in respect of any property shall— 

(a) pay monthly, out of the income of such property such sum (if any) as 
the board may in its discretion fix, to the mortgagor for his mainte
nance; 

(b) pay quarterly or as otherwise directed by the board to such person 
or persons and in such manner as the board may direct the balance of 
the income from such property remaining after the payments herein 
before authorized have been made; 

(c) keep and render to the board at such intervals as the board may 
determine, clear and accurate records of all sums received or paid out 
by him in respect of such property; 

(d) yield possession of such property to the mortgagor or some other 
person as directed by the board and pay to the board any balance of the 
income from such property remaining in his hands after the payments 
herein before authorized have been made. 

(3) The board shall when ail sums due to the bank under the mortgage 
have been fully paid surrender possession of the mortgaged property to the 
mortgagor and return to him any balance remaining of the income from such 
property. 

19. Subject to the provisions of section 20 the board may by resolution 
to be recorded in writing authorize any person specified in the resolution to 
sell by public auction any movable or immovable property mortgaged to the 
bank as security for any loan, overdraft, advance or other accommodation in 
respect of which default has been made in order to recover the whole of the 
unpaid portion of such loan, overdraft, advance or other accommodation, and 
the interest due thereon up to the date of the sale, together with the moneys 
and costs recoverable under section 26. 

20. ( I ) Save as otherwise provided in subsection (2), the provisions of 
of sections 17 and 19 shall apply in the case of any default notwithstanding that 
the borrower may have died or that any right, title or interest whatsoever in the 
property mortgaged as security for the loan, overdraft, advance or other acco
mmodation may have passed by voluntary conveyance or by operation of law to 
any other person. 
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(2) Whe re the borrower is dead and probate of his will or letters of adminis
tration to his estate have not been issued, the District Court of Colombo or 
the District Court of the district in which that property is situate or kept may, 
upon application made in that b*ehalf by the board and after service of notice of 
the application on such persons, if any, as the court may order, and if satisfied 
that the grant of probate or the issue of letters of administration is likely to 
be unduly delayed, appoint a person to represent the estate of the borrower 
for the purposes of this section; and the provisions of sections 17 and 19 shall 
not apply in the case of any default made by the borrower unless and until a 
representative of his estate is appointed under this section. 

21. Notice of every resolution under section 19 authorizing the sale of 
any property shall be published, in addition to the Gazette, in three daily news
papers in Sinhala, Tamil and English respectively, and copies of such notice shall 
be served on the borrower, if he is alive. 

22. Notice of the date, time and place of every sale shall, not less than 
fourteen days before the date fixed for the sale, be published in the Gazette and 
copies of such notice shall— 

(a) be served on the borrower, if he is alive; 

(b) where immovable property is to be sold, be posted on or near such 
property; and 

(c) be affixed to the walls of the kachcheri and the several District Courts 
and Magistrates' Courts within the jurisdiction of which the property 
is situate or kept. 

23. ( I ) If the amount of the whole of the unpaid portion of the loan, over
draft, advance or other accommodation (together with all interest due thereon 
according to the terms of the mortgage), and of the moneys and costs, if any, 
recoverable by the board under section 26 is tendered to the board at any time 
before the date fixed for the sale, the property shall not be sold and no further 
steps shall be taken in pursuance of the resolution under section 19 for the sale 
of that property. 

(2) If the amount of the instalment or other payment in respect of which 
default has been made, together with any interest due thereon according to 
the terms of the mortgage, and of the moneys and costs, if any, recoverable by 
the board under section 26, is tendered to the board at any time before the date 
fixed for the sale, the board may, in its discretion, direct that the property shall 
not be sold, and that no further steps shall be taken in pursuance of the resolution 
under section 19 for the sale of that property. 

24. The board may fix an upset price below which the property shall not 
be sold to any person other than the Bank. 

25. In any case where more than one loan, overdraft, advance or other 
accommodation has been granted by the bank on the security of the same property 
and default is made in the payment of any sum due upon any one or more of 
such loans, overdrafts, advances or other accommodation, the foregoing provisions 
of this Ordinance shall apply notwithstanding that default may not have been 
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made in respect of any of the other loans, overdrafts, advances or other accom
modation, and the board may, in any such case, by resolution under section 
19 authorize the sale of the property for the recovery of the total amount due 
to the bank in respect of all such loans, overdrafts, advances and other accom
modation, as the case may be, and the provisions of this Ordinance shall apply 
accordingly. 

26. In addition to the amount due on any loan, overdraft, advance of other 

accommodation, the board may recover from the borrower, or any person acting 

on his behal f -

fa) all moneys expended by the bank in accordance with the covenants 
contained in the mortgage bond executed by the person to whom the 
loan, overdraft, advance, or other accommodation was made or in the 
payment of premiums and other charges in respect of any policy of 
insurance effected on the property mortgaged to the bank, and in the 
payment of all other costs and charges authorized to be incurred by 
the bank, under the covenants contained in such mortgage bond; and: 

(b) the costs of advertising the sale and of selling the mortgaged property. 

Provided that the costs incurred under this paragraph shall not exceed 
such percentage of the loan, overdraft, advance or other accommoda
tion as may from time to time be fixed by resolution of the board. 

27. If the mortgaged property is sold, the board shall, after deducting 
from the proceeds of the sale the amount due on the mortgage and the money 
and costs recoverable under section 26, pay the balance remaining, if any, either 
to the borrower or any person legally entitled to accept the payments due to 
the borrower, or where the board is in doubt as to whom the money should 
be paid, into the District Court of the district in which the mortgaged property 
is situate or kept. 

28. ( I ) If the mortgaged property is sold, the board shall sign a certificate 
of sale and thereupon all the right, title and interest of the borrower to and 
in the property shall vest in the purchaser; and thereafter it shall not be competent 
for any person claiming through or under any disposition whatsoever of the right, 
title or interest of the borrower to and in the property, made or registered 
after the date of the mortgage of the property to the bank, in any court to move 
to invalidate the sale for any cause whatsoever or to maintain any right, title 
or interest to or in the property as against the purchaser. 

(2) A certificate signed by the board under subsection ( I ) shall be conclusive 
proof, with respect to the sale of any property, that all the provisions of this 
Ordinance relating to the sale of that property have been complied with. 

(3) If the purchaser is some person other than the bank, the certificate 
shall be substantially in Form A in the Third Schedule hereto and, if the purchaser 
is the bank the certificate shall be substantially in Form B in that Schedule. 

(4) Every certificate of sale shall be liable to stamp duty and charges as if 
it were a conveyance of property and to any registration and other charges 
authorized by law, all of which shall be payable by the purchaser. 
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29. ( I ) The purchaser of any immovable property sold in pursuance of the 
preceding provisions of this Ordinance shall, upon application made to the 
District Court of Colombo or the District Court having jurisdiction over the 
place where that property is situate, and upon production of the certificate 
of sale issued in respect of that property under section 28. be entitled to obtain 
an order for delivery of possession of that property. 

(2) Every application under subsection(l)shall be made, and shall be disposed 
of, by way of summary procedure in accordance with the provisions of Chapter 
X X I V of the Civil Procedure Code; and on all documents filed for the purpose 
of each such application and on all proceedings held thereupon, stamp duties 
and other charges shall be payable at the respective rates payable under any 
written law for the time being in force, on application for, and proceedings 
connected with or incidental to, the execution of a decree of a District Court 
for the delivery of possession of any immovable property of the same value as 
the land to which such application relates. 

(3) Where any immovable property sold in pursuance of the preceding 
provisions of this Ordinance is in the occupancy of the debtor or of some person 
on his behalf or of some person claiming under a title created by the debtor 
subsequently to the mortgage of the property to the bank, the District Court 
shall order delivery to be made by putting the purchaser, or any person whom 
he may appoint to receive possession on his behalf, in possession of the property. 

(4 )Where any immovable property sold in pursuance of the preceding 
provisions of this Ordinance is in the occupancy of a tenant or other person 
entitled to occupy the same, the District Court shall order delivery to be made 
by affixing a notice that the sale has taken place, in the Sinhala,Tamil and English 
languages, in some conspicuous place on the property, and proclaiming to the 
occupant by beat of tom-tom, or in such other mode as may be customary, at 
some convenient place, that the interest of the debtor has been transferred to 
the purchaser. The cost of such proclamation shall be fixed by the court and 
shall in every case prepaid by the purchaser. 

(5) Every order under subsection (3) or subsection (4) shall be deemed, as 
the case may be, to be an order for delivery of possession made under section 
287 or 288 of the Civil Procedure Code, and be enforced in like manner as an 
order so made, the debtor and the purchaser being deemed, for the purpose 
of the application of any provision of that Code, to be the judgment-debtor 
and judgment-creditor, respectively. 

30. ( I ) Whe re the property sold has been purchased on behalf of the bank, 
the board may, at any time before it resells that property, cancel the sale by 
an endorsement to that effect on a certified copy of the certificate of sale, upon 
the debtor or any person on his behalf paying the amount due in respect of the 
loan, overdraft, advance or other accommodation, for which the property was 
sold (including the costs of seizure and sale) and interest on the aggregate sum 
at a rate not exceeding the prescribed rate. 
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(2) An endorsement made under this section shall— 

(a) in the case of movable property, immediatly on the endorsement being 
made, and 

(b) in the case of immovable property, upon registration in the office of the 
Registrar of Lands, 

have the effect of revesting the property in the debtor as though the sale 
under this Ordinance had not taken place. 

31. ( I ) If the property sold has been purchased on behalf of the bank, 
and the sale is not cancelled under section 30, the board may, at any time, resell 
the property and transfer to the purchaser by endorsement on a cetified copy 
of the certificate referred to in subsection (3) of section 28, all the right, title 
and interest which would have been acquired by the purchaser at the original 
sale. 

(2) An endorsement made under this section shall be liable to the same 
stamp duty and charges as a certificate to a purchaser at the original sale and 
shall— 

(a) in the case of movable property, immediately on the endorsement 
being made, and 

(b) in the case of immovable property, upon registration in the office of the 
Registrar of Lands, 

have the effect of vesting the property in the purchaser as though the sale 
under this Ordinance had not taken place. 

32. Nothing in sections 16 to 31 shall be deemed to preclude the board 
from recovering the amount due on any mortgage bond in accordance with 
the provisions of any other written law." 

13. Section 33 of the principal enactment is hereby repealed and the following 
new section substituted therefor:— 

33. The Minister may, after consultation with the board, give to the board 
general or special directions in writing as to the transaction of the business of 
the bank and the board shall give effect to such directions." 

14. Sections 34 to 40 (both sections inclusive) of the principal enactment are 
hereby repealed. 

15. Sections 45 to 55 (both sections inclusuve) of the principal enactment are 
hereby repealed. 

16. Section 56 of the principal enactment is hereby repealed and the following 
new section substituted therefor:— 

56. ( I ) The board shall have power to appoint the staff of the bank Including 
the subordinate staff: 

Provided that the appointment of the general manager shall not be made 
without the previous approval in writing of the Minister: 

Provided further that the Minister's approval shall not be necessary for the 
appointment of an officer of the bank to act for the general manager during his 
absence if such appointment is for a period not exceeding four months. 
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(2) The board may, with the approval of the Minister, from time to time 
alter or revise the salaries, emoluments, travelling allowances, provident fund 
and pension rights of any officer or member of the subordinate staff of the bank."* 

17. Section 57 of the principal enactment is hereby amended, by the substi
tution for subsection (1) thereof, of the following new subsection:— 

" ( I ) Every officer and member of the subordinate staff of the bank shall 
give security to the satisfaction of the board for the due and faithful performance 
of his duties.". 

18. Section 58 of the principal enactment is hereby repealed and the following 
new section substituted therefor:— 

58. No general manager of the bank shall be dismissed except— 

(a) on a resolution of the board passed by a majority of two-thirds of the 
the directors for the time being holding office; and 

(b) with the written approval of the Minister.". 

19. Section 60 of the principal enactment is hereby repealed and the following 
new section substituted therefor:— 

60. Every director, manager, secretary or other officer of the bank shall be 
indemnified by the bank from all losses and expenses incurred by him in or 
about the discharge of his duties, other than such losses and expenses as the 
board may deem to have been occasioned by his misconduct or wilful default.". 

20. Section 61 of the principal enactment is hereby amended by the substitution, 
for paragraph (a) thereof, of the following new paragraph:— 

"(a) when required to do so— 

(i) by the directors, or 

(ii) by a court of law, or 

(iii) by the person to whom such matters relate;". 

21. Section 64 of the principal enactment is hereby repealed and the following 
new section substituted therefor:— 

64. No person, unless he is a director, auditor, officer, accountant 
or clerk of the bank or other person whose duties require him to do so, shall 
be entitled to inspect any of the books, accounts, documents or writings of the 
bank, except where he is authorized to do so under any written law.". 

22. Section 65 of the principal enactment is hereby repealed and the following 
new section substituted therefor:— 

65. The provisions of Part II of the Finance Act , No . 38 of 1971, shall mutatis 
mutandis apply to the financial control and accounts of the bank.". 

23. Sections 66 and 67 of the principal enactment are hereby repealed. 

24. Sections 68 and 69 of the principal enactment are hereby repealed and the 
following new sections substituted therefor:— 
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68. Nothing in the Money Lending Ordinance, the Debt Conciliation 
OrdinanceortheConciliation Boards Act, No. lOof 1958, shall apply or be deemed 
to apply to any debt due to the bank, or to prejudice or affect the rights of the 
bank in respect of the recovery of any such debt. 

69. The Pawnbrokers Ordinance shall not apply to the bank where the 
the bank carries on the business of a pawn-broker. 

25. The following new sections are hereby inserted immediately after section 
69 of the principal enactment and shall have effect as sections 69A.69B.69C and69D 
of that enactment:— 

69A. Notwithstanding the provisions of section 10 of the Rubber Control 
Act the bank may lawfully possess a quantity of rubber in excess of the quantity 
prescribed under that Act. 

69B. Notwithstanding the provisions of section 15 of the Tea Control 
Act , No . 51 of 1957, the bank may lawfully possess a quantity of made tea in 
excess of the quantity prescribed under that Act. 

69C. Notwithstanding the provisions of section 17 of the Excise Ordinance 
the bank may lawfully possess a quantity of any excisable article in excess of the 
quantity declared under section 4 of that Ordinance to be the limit of sale by 
retail. 

69D. The provisions of the Tea and Rubber Estates (Control of Fragmenta
tion) Act, No. 2 of 1958, shall not apply to the transfer of ownership by the bank 
of any immovable property the sale of which is authorized by the board under 
section 19 of this Ordinance.". 

26. Section 73 of the principal enactment is hereby repealed. 

27. Section 75 of the principal enactment is hereby repealed. 

28. Section 76 of the principal enactment is hereby amended as follows:— 

(a) by the insertion, immediately before the definition of "bank", of the following 
new definition:— 

' "aproved society" means a society approved for the purposes of the 
Ordinance by the Minister by Order published in the Gazette;*; 

(b) by the insertion, immediately after the definition of "capital", of the following 
definition:— 

' "central office" means the central office of the bank;'; 

(c) by the repeal of the definition of "Deputy Secretary to the Treasury"; 

(d) by the repeal of the definitions of "elected director", "extraordinary resolu
t ion" and "general meeting"; 

(e) by the repeal of the definition of "head office", and the substitution therefor, 
of the following definition:— 

' "mortgage" includes any charge on property for securing money or money's 
worth;'; 
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( f ) by repeal of the definition of "ordinary meeting"; 

(g) by the repeal of the definitions of "special resolution" and "shareholder"; 
and 

(h) by the insertion, immediately after the definition of "Secretary to the 
Treasury" , of the following new definition:— 

' "substantial interest"— 

(a) in relation to a company, means the holding of a beneficial Interest 
by an individual or his spouse or minor child, whether singly or 
taken together, in the shares thereof, the amount paid up of which 
exceeds five hundred thousand rupees or five per centum of the paid-
up capital of the company, whichever is less; and 

(b) in relation to a firm, means the beneficial interest held therein 
by an individual or his spouse or minor child, whether single or 
taken together, which represents more than five per centum of the 
total capital subscribed by all the partners of the said firm.". 

29. ( I ) Section 8 ofthe Finance Act, No . 65 of 1961 is hereby repealed. 

(2) Notwithstanding the repeal of section 8 of the Finance Act, No. 65 of 1961, 
by subsection ( I ) of this section, the directors appointed under that section and 
holding office on the date on which this Law comes into force shall be deemed for 
all purposes to have been appointed under section 6 of the principal enactment 
(inserted by this Law) and shall, subject to the provisions of the said section 6, conti
nue to hold office for the unexpired portion of their period of office. 

30. The First and Second Schedules to the principal enactment are hereby 
amended in the manner and to the extent specified in the Schedule hereto. 

31. The following new Schedule in hereby inserted immediately after the 
Second Schedule to the principal enactment and shall have effect as the Third Schedule 
to that enactment:— 

" T H I R D S C H E D U L E 

(Section 30) 

F O R M A 

F o r m of Cer t i f i ca te of S a l e w h e r e t h e Bank is not the Purchaser 

Whereas a sum of- rupees is due to the Bank of Ceylon from 

and the property hereinafter more fully described has been *mortgaged 

by the said -on * bond No. dated as security or the payment 

ofthe aforesaid sum in the manner provided in the said * bond: 

And whereas the moneys due in respect of the said* bond have not been paid 

by or on behalf of the said 
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And whereas the aforesaid property was sold in conformity with the Bank of 
Ceylon Ordinance on the day of and the same was purchased by 

of for the sum of rupees, which has been duly paid by 
the said — 

Now Know Ye that the Bank of Ceylon by virtue and in the exercise of the powers 
in the said Bank vested in this behalf by orunder the Ordinance aforesaid, doth hereby 
certify that the following property, to wi t (here insert full and accurate description 
of property) has been sold and purchased by the said for the sum of 
rupees, which he has duly paid, and that the said property shall henceforwarded be 
vested in the said his heirs, executors, administrators and assigns. 

Given under the Common Seal of the Bank of Ceylon this day of 

19 . 

The Common Seal of the 
withinnamed Bank of Ceylon is 
hereto affixed in the presence of 

of the said Bank of Ceylon who 
do hereby attest the sealing 
thereof. 

(SEAL) 

(Not to be notarially attested) 

(Section 30) 

F O R M B 

F o r m of Cer t i f i ca te of S a l e w h e r e the Bank is the Purchaser 

Whereas a sum of rupees is due to the Bank of Ceylon from and 
the property hereinafter more fully described has been* mortgaged by the 
said on * bond No. dated as security for the payment of 
the aforesaid sum in the manner provided in the said * bond: 

And whereas the moneys due in respect of the said *bond have not ben paid 
by or on behalf of the said 

And whereas the aforesaid property was sold in conformity with the Bank of 
Ceylon Ordinance on the day of and the same was purchased 
for and on behalf of the Bank of Ceylon by for the sum of 
rupees, which has been duly credited to the said Bank, in part (or full, as the case 
may be) satisfaction of the sum due as aforesaid: 

Now Know Ye that the Bank of Ceylon by virtue and in the exercise of the powers 
in the said Bank vested in this behalf by or under the Ordinance aforesaid, doth hereby 
certify that the following property, to wit, (here insert full and accurate 
description of the property) has been sold and purchased by the said for and 
on behalf of the said Bank of Ceylon for the sum of rupees, and that the said 
property shall hence forward be absolutely vested said Bank of Ceylon. 
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Given under the Common Seal of the Bank of Ceylon this day 
19. 

The Common Seal of the 
withinnamed Bank of Ceylon is 
hereto affixed in the presence of 

of the said Bank of Ceylon who 
do hereby attest the sealing 
thereof. 

>• (SEAL) 

(Not to be notarially attested)." 

S C H E D U L E 

I. The First Schedule to the principal enactment is hereby amended as follows:— 

( I ) in clause I of Part I of that Schedule— 

(a) by the substitution, for paragraph ( f ) thereof, of the following new 
paragraph:— 

' ( f ) To buy, sell, invest, underwrite, deal in and dispose of stocks 
shares, debentures, mortgages, bonds, or securities issued or guaranteed 
by the Government of Sri Lanka or by the Government of any other 

country or by any company or corporation: 

Provided, however, that the bank shall not enter into any transaction 
affecting the stocks, shares, debentures, mortgages, bonds or securi
ties issued or guaranteed by any other country or by any such company 
or corporation except with the approval of not less than four directors 
of the bank given after considering the written observations of the 
general manager of the bank, and with the written consent of the 
Minister."; 

(b) in paragraph (g) thereof, by the substitution, for the proviso thereto, 
of the following new proviso:— 

"Provided, however, that the power contained in this paragraph 
shall only be exercisd with the approval of not less than four directors 
of the bank given after considering the written observations of the 
general manager of the bank, and with the written consent of the 
Minister."; 

(c) by the substitution, for paragraph (h) thereof, of the following new 
papragraph:— 

(h) To purchase, take on lease or in exchange, hire or otherwise 
acquire, any immovable or movable property and any rights or pri
vileges."; 

(d) by the substitution, for paragraph (/') thereof, of the following new 
paragraph:— 
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(i) To enter into any arrangement for sharing profits, union of 
interest, co-operation, joint adventure, reciprocal concession or other
wise with any person or company carrying on or engaged in or about 
to carry on or engaged in any business or transaction."; 

(e) in paragraph (/) thereof, by the substitution, for the proviso thereto, 
of the following new proviso:— 

"Provided, however, that the powers contained in this paragraph 
shall only be exercised with the approval of at least four directors of 
the bank given after considering the written observations of the general 
manager of the bank, and with the written consent of the Minister."; 

(f) by the substitution, for paragraph (m) thereof, of the following new 
paragraph:— 

(m) To construct buildings on or improve or develop any land belong
ing to or taken on lease or possessed or occupied by the bank and to 
manage, exchange, lease, mortgage, dispose of, sell, turn to account 
or otherwise deal with all or any part of the property and rights of 
the bank."; 

(g) by the substitution, for paragraph (p) thereof, of the following new 
paragraph:— 

(p) To procure the bank to be registered or recognized in any 
foreign country or place."; 

(/)) by the substitution, for paragraph (q) thereof, of the following new 
paragraph:— 

(<?) To give any guarantee or indemnity and to enter into any arrange
ments with any Government or any local authority in order to obtain 
any rights, concessions and privileges."; 

(/) by the substitution, for paragraph (r) thereof, of the following new 
paragraph:— 

(r) To do hire-purchase business and receive discounts, commissions 
and other remuneration."; 

(J) by the substitution, for paragraph (s) thereof, of the following new 
paragraph:— 

(s) To form any company for carrying on any business, to acquire 
and undertake the business of, purchase any interest in, or acquire or 
hold shares or stock in, any company carrying on any business."; 

(k) by the insertion, immediately after paragraph (s) thereof, of the following 
new paragraphs:— 

(t) To carry on such other trade or business or engage in such other 
activity, which can in the opinion of the bank be advantageously carried 
on or engaged in by the bank. 

(u) To do all things incidental or-conducive to the attainment of 
the above objects or the exercise of the above powers. 
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(2) in clause 3 of Part II of that Schedule— 

(a) by the substitution, for paragraph (a) thereof, of the following new 
paragraph:— 

(a) No loan, overdraft, advance or other accommodation shall be 
granted by the bank to any person unless the board is satisfied that he 
is worthy of credit up to the amount of such advance, loan or other 
accommodation or that such amount is secured by adequate security, 
or that the project or scheme to which such amount is to be applied 
is financially sound: 

Provided that the bank may grant any loan, overdraft, advance or 
other accommodation to any Government department, corporation, 
statutory body, local authority, co-operative society, approved society 
or unincorporate body of persons which is unable to satisfy the board 
as to the requirement contained in the preceding provisions of this 
paragraph if the grant of such loan, overdraft, advance or other accom
modation is approved by the Minister in consultation with the Minister 
in charge of the subject of Finance and if the Minister in charge of the 
subject of Finance guarantees under section 10 the repayment of such 
advance, loan or other accommodation."; 

(b) by the substitution, for paragraph (b) thereof, of the following new 
paragraph:— 

(b) (i) W h e r e prior to the date of his appointment as a director no 
sum had been granted by way of loan, overdraft, advance or other 
accommodation to such directqr-or any company or firm in which he 
has a substanitial interest, then, no loan, overdraft, advance, or other 
accommodation shall be granted to any such company or firm, but a 
sum not exceeding fifty thousand rupees in the aggregate may be 
granted to such director by way of loans, overdrafts, advances and 
other accommodation. 

(ii) W h e r e prior to the date of his appointment as a director any sum 
has been granted by way of loan, overdraft, advance or other accom
modation to such director or any company or firm in which he has a 
substantial interest, then, such director, company or firm may be 
granted by way of loans, overdrafts, advances or other accommoda
tion a sum which does not exceed the aggregate of the sums granted to 
such director, company or firm prior to the date of such appointment, 
less any sum remaining unpaid: 

Provided that where any sum so granted to a director prior to his 
appointment as a director is a sum not exceeding fifty thousand rupees 
such director may be granted by way of loans, advances, overdrafts 
and other accommodation a sum not exceeding fifty thousand rupees 
in the aggregate, in addition to any sum remaining un paid. 
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(iii) No loan, overdraft, advance or other accommodation shall be 
granted to a director for the time being of the bank or a firm, or com
pany in which he has a substantial interest unless security approved 
by the bank is given and the loan, overdraft, advance or other accom
modation is sanctioned at a meeting of the board by not less than four 
other directors.". 

(c) by the substitution, for paragraph ( f ) thereof, of the following new 
paragraph:— 

(f) No loan, overdraft, advance or other accommodation shall be 
granted by the bank on the guarantee of an employee of the bank 
other than to another employee of the bank."; and 

(d) by the omission of paragraph (g) thereof. 

2. The Second Schedule to the principal enactment is hereby amended as 
follows:— 

(a) by the repeal of parts i, ii, iii, iv and v thereof; 

(b) by the renumbering of Part VI as Part I thereof; 

(c) by the repeal of by-law 70; 

(d) by the renumbering of by-laws 60, 61, 62, 63, 64, 65, 66, 67, 68, 69 and 71 as 
by-laws I, 2, 3,4, 5, 6, 7,8, 9, 10 and 11 respectively; 

(e) in the renumbered by-law 6 by the substitution, for sub-paragraph (c) of 
paragraph ( I ) of the following new paragraph:— 

"(c) the proceedings and resolutions of all meetings of the board and 
committees."; 

( f ) by the substitution, for the renumbered by-law 10, of the following new 
by law:— 

10. Nothing in by-law 9 shall apply to any contract made by or on 
behalf of the bank to give to the directors or any of them any security for 
advances or by way of indemnity."; 

(g) by the substitution, for the renumbered by-law I I , of the following new 
by-law:— 

11. ( I ) The beard may delegate any of its powers, other than the power 
to appoint the general manager, to committees consisting of two or more 
directors, or to a director, or to the general manager or to any other 
officer of the bank selected by the board; and may from time to time revoke 
any such delegation either wholly or in part and either as to persons or 
purposes. Every such committee, director, general manager or other 
officer shall, in the exercise of the powers delegated to it or him, conform 
to all such regulations as are prescribed by the board. 

(2) The general manager may, with the consent of the board, in writing 
delegate to any of the officers of the bank selected by him any of the 
powers delegated to him under paragraph ( I ) . Every such officer shall 
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in the exercise of the powers delegated to him under this paragraph 
conform to all such regulations as are prescribed by the board and the 
general manager. 

(3) Al l acts done by any such committee, director, general manager or 
other officer in conformity with such regulations and in fulfilment of the 
purposes of its or his appointment, but not otherwise, shall have the like 
force and effect as if done by the board."; 

(h) by the renumbering of Part VII as Part II thereof; 

(/') by the renumbering of by-law 72 as by-law 12; 

(J) by the substitution, for the renumbered by-law 12, of the following new 
by-law:— 

12. No loan, overdraft, advance or other accommodation shall be 
sanctioned by the board without the recommendation of the general 
manager unless such loan, overdraft, advance or other accommodation 
is approved by all the directors for the time being of the bank, after con
sidering the written observations of the general manager of the bank."; 

(k) by the repeal of by-law 73; 

(/) by the renumbering of by-law 74 as by-law 13; 

(m) by the renumbering of Part VIII as Part III thereof; 

(n) by the renumbering of by-law 75 as by-law 14; 

(o) by the substitution, for the renumbered by-law 14, of the following new 
by-law:— 

14. A director may be remunerated out of the funds of the bank in such 
manner and at such rates as the Minister may determine." 

(p) by the repeal of by-law 76; 

(q) by the renumbering of by-laws 77 and 78 as by-laws 15 and 16; 

(r) by the repeal of by-law 79; 

(s) by the renumbering of by-law 80 as by-law 17; 

(t) by the substitution, for the renumbered by-law 17, of the following new-
by-law:— 

17. Whe re any director is entrusted with any special mission of func
tion or by request performs special services on behalf of the bank, the 
board may grant him such additional remuneration as it thinks fit.The 
directors may be repaid by the bank all such reasonable travelling, hotel 
and incidental expenses as they may incur in attending meetings of the 
board or of committees of the board or which they may otherwise incur 
in or about the business of the bank."; 

(u) by the renumbering of by-law 81 as by-law 18; 

(v) by the substitution, for the renumbered by-law 18, of the following new 
by-law: 
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18. All renumeration to which directors who are state officers become entitled 
shall be paid to the Consolidated Fund."; 

(w) by the renumbering of Part ix as Part V thereof; 

(x) by the repeal of by-laws 82, 83 and 84; 

(y) by the renumbering of by-law 85 as by-law 19; 

(z) by the substitution, for the renumbered by-law 19, of the following new 
by-law:— 

19. The board may— 

(i) on the report of the general manager that the profits earned by the bank 
during any half-year justifies the payment of a half-yearly dividend; and 

(ii) with the approval of the Minister, 

declare a half-yearly dividend."; 

(oo) by the repeal of by-law 86; 

(bb) by the renumbering of by-law 87 as by-law 20; 

(cc) by the substitution, for the renumbered by-law 20, of the following new 
by-law:— 

20. Any amounts standing to the credit of any reserve funds and also any other 
funds of the bank not for the time being employed in or required for the purposes 
of the business of the bank shall be invested with the approval of the Minister in 
stock, shares, debentures, bonds or securities— 

(a) recommended in writing by the general manager and approved at a meeting 
of the board by a majority of not less than two directors; or 

(b) unanimously approved by all the directors for the time being of the bank after 
considering the written observations of the general manager of the bank."; 

(dd) by the repeal of by-laws 88, 89 and 90; and 

(cc) by the repeal of Part X thereof. 

D E V E L O P M E N T F I N A N C E C O R P O R A T I O N O F C E Y L O N 
( A M E N D M E N T ) L A W , N O . 12 of 1974 

L. D.—O. 37/69. 
A L a w to amend the Deve lopment Finance Corporat ion of Cey lon A c t . 

BE it enacted by the National State Assembly of the Republic of Sri Lanka as 
follows:— 

1. This Law may be cited as the Development Finance Corporation of Ceylon 
(Amendment) Law, No. 12 of 1974. 

2. Section 5 of the Development Finance Corporation of Ceylon Act (as amended 
byAc tNo . I of 1967), hereinafter referred to as the "principal Ac t " , is hereby repealed 
and the following new section substituted therefor:— 
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5. In carrying out its purposes, the Corporation may exercise all or any 
of the following powers:— 

(i) provide finance in the form of long-term or medium-term loans with 
or without security, or by purchasing or subscribing for shares or 
other securities, or by acquiring any other interest; 

(ii) underwrite new issues of stocks, shares, bonds, debentures and other 
securities; 

(iii) guarantee loans from investment sources; 

(iv) nominate a representative of the Corporation to serve on the governing 
body of any enterprise in which the Corporation has a financial interest; 

(v) make funds available for re-investment by selling any investments of 
the Corporation when and as appropriate; 

(vi) borrow funds for the purposes of the business of the Corporation 
from sources either in Sri Lanka or abroad and give security for any 
loans obtained; 

(vii) furnish managerial, technical and administrative advice and assist 
in obtaining managerial, technical and administrative services to 
private industrial, agricultural and commercial enterprises in Sri 
Lanka; 

(viii) act as agents for, and administer the funds of, such statutory bodies, 
corporations, companies or other institutions as the board of directors 
may consider conducive to the attainment of the purposes of the 
Corporation; 

(ix) invest idle funds and reserves of the Corporation in appropriate 
securities; 

(x) acquire, hold, take or give on lease or hire, mortgage, pledge and sell 
or otherwise dispose of any immovable or movable property; 

(xi) accept, before the date on which it is due, any payment in respect 
of a loan granted by the Corporation; 

(xii) open deposit accounts with any bank; 

(xiii) draw, accept, or endorse bills of exchange for the purposes of the 
business of the Corporation; 

(xiv) give any guarantee or indemnity to, and enter into any arrangements 
with, the Government, any local authority, or any body corporate 
or other person, in order to obtain any rights, concessions and privi
leges that may seem to the Corporation to be conducive to any object 
of the Corporation; 

(xv) make appropriate provision for the welfare of employees or 
ex-employees of the Corporation and of their dependants; and 

(xvi) do all such other things as are incidental or conducive to the attainment 
of its purposes." 
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3. Section 10 of the principal Act is hereby repealed and the following new 
section substituted therefor:— 

10. ( I ) The board of directors shall be constituted in accordance with 
the provisions of this section. 

(2) So long as there is outstanding any loan made by the Government to the 
Corporation pursuant to the provisions of this Act, the Minister in charge of 
the subject of Finance, acting in consultation with the Minister in charge of the 
subject of Industries, shall be entitles from time to time to appoint one person 
as a director (hereinafter called the "Government director") of the Corporation, 
to remove such person from office and, on a vacancy being caused in such office 
whether by resignation, death, removal or otherwise, to appoint a director to 
fill the vacancy. The Government director shall not be liable to retire 
by rotation or be removed from office except by the Minister in charge of the 
subject of Finance as aforesaid and shall not be bound to hold any qualification 
shares. Subject as aforesaid the Government director shall be entitled to the 
same rights and privileges and be subject to the same obligations as any other 
director ofthe Corporation. 

(3) The Minister in charge of the subject of Industries shall be entitled 
from time to time to appoint one person as a director (hereinafter called the 
"appointed director") of the Corporation, to remove such person from office 
and, on a vacancy being caused in such office whether by resignation, death, 
removal or otherwise, to appoint a director to fill the vacancy. The appointed 
director shall not be liable to retire by rotation or be removed from office except 
by such Minister and shall not be bound to hold any qualification shares. Subject 
as aforesaid the appointed director shall be entitled to have the same rights and 
privileges and be subject to the same obligations as any other director o f the 
Corporation. 

(4) The following shall be ex officio directors of the Corporation without 
the right to vote:— 

(a) The holder for the time being of the office of Director of the Ceylon 
Institute of Scientific and Industrial Research. 

(b) The holder for the time being of the office of General Manager of the 
Corporation. 

The ex officio directors shall not be required to hold any qualification shares. 

(5) There shall be not less than six and not more than eight other directors 
(hereinafter referred to as "shareholder-directors"). The Minister in charge of 
the subject of Finance shall appoint the initial shareholder-directors. A t the 
end of each financial year of the Corporation after the Corporation is entitled 
to transact business, one of the intial shareholder-directors so appointed shall 
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retire. The director who shall so retire shall be determined by the drawing 
of lots. Any successor to an initial shareholder-director who retires pursuant 
to this subsection or whose office becomes vacant for any other cause, and any 
new shareholder-director shall be elected and hold office in accordance with 
the regulations of the Corporation made under section 11. An initial shareholder-
director shall be eligible to be elected to succeed himself if qualified to be elected 
under subsection (6). A majority of the shareholder-directors shall at all times 
be citizens of Sri Lanka. 

(6) A person shall be qualified to be elected and hold office as a shareholder 
director if and so long as he— 

(a) has, or is an officer, director or partner of a company or partnership 
which has, shares of the par value of not less than five thousand rupees 
in the capital of the Corporation, 

(b) is not a Memberof Parliamentora memberofa local authority, 

(c) is not a paid employee of the Corporation, 

(d) is not a person who, having been declared an insolvent or a bankrupt 
under any law in force in Sri Lanka or in any other country, is an undis
charged insolvent or bankrupt, 

(e) is not found or declared to be of unsound mind under any law in force 
in Sri Lanka or in any other country; and 

( f ) is not serving a sentence of imprisonment imposed by any court in 
in Sri Lanka or in any other country. 

Provided, however, that the initial shareholder-directors shall not be re
quired to have the qualification specified in paragraph (a) of this subsection 
until two months have elapsed after the first issue of shares. 

(7) The members of the board of directors shall elect one of the shareholder-
directors to be the chairman of the board of directors. Such election shall 
not take effect unless approved by the Minister in charge of the subject of Planning 
and Economic Affairs.'. 

4. The following new section is hereby inserted immediately after section 
10, and shall have effect as section I0A, of the principal Act :— 

I0A. The Minister in charge of the subject of Finance may, from time to 
time, after consultation with the board of directors, issue to the board of directors 
general directions in writing on matters of policy, and the board of directors 
shall give effect to such directions.". 

5. Section 14 of the principal Act , as amended by Act No. I of 1967, is hereby 
repealed and the following new section substituted therefor:— 

14. ( I ) The Government is hereby authorized to guarantee, on such terms 
and conditions as the Government may determine, loans raised by the Corpora
tion from the International Bank for Reconstruction and Development, or from 
any other international or foreign organization approved'by the Government. 
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The loans authorized to be guaranteed under this subsection may be denominated 
in foreign currency. No guarantee shall be given under this subsection if the 
aggregate amount of all loans guaranteed under this subsection exceeds, or as a 
result of the loan to be guaranteed would exceed, the equivalent of seventy-two 
million rupees at the rate of exchange prevailing at the date of the loan agreement 
to which such guarantee would apply. 

(2) All sums payable by the Government under any guarantee given under 
subsection ( I ) are hereby charged on the Consolidated Fund. 

(3) All sums payable by the Corporation in respect of principal, interest 

and other charges on any loan to the Corporation from the International Bank 

for Reconstruction and Development or from any other international or foreign 

organization approved by the Government, or by the Government under any 

guarantee given under subsection ( I ) shall, notwithstanding anything to the 

contrary in any law of Sri Lanka, be p a i d -

fa) without deduction for and free from any taxes duties or fees now or 

hereafter imposed by or under any law of Sri Lanka, and 

(b) free from all restrictions now or hereafter imposed by or under any 
law of Sri Lanka: 

Provided, however, that the preceding provisions of this subsection shall 
not apply to any taxes, duties, fees or restrictions upon payments under any 
bond or promissory note to a holder thereof other than the International Bank 
for Reconstruction and Development, or any other international organization 
or foreign organization approved by the Government when such bond or promis
sory note is beneficially owned by an individual or a corporation resident in 
Sri Lanka. 

(4) For the purposes of subsection (3), the question whether an individual 
or a corporation is or is not resident in Sri Lanka shall be determined in accor
dance with the provisions of section 54 ofthe Inland Revenue Act, No. 4 of 1963. 

(5) Every guarantee agreement between the Government and the Inter
national Bank for Reconstruction and Development, or any other international 
or foreign organization approved by the Government pursuant to this Act and 
every guarantee given by the Government pursuant to any such guarantee 
agreement shall, notwithstanding anything to the contrary in any law of Sri 
Lanka, be valid and enforceable in accordance with their respective terms. 

(6) In the case of any loan made to the Corporation by the International 
Bank for Reconstruction and Development, or any other international or foreign 
organization approved by the Government, and guaranteed by the Government 
the Government shall bear any loss, and be entitled to any profit, resulting 
from any revaluation of the Sri Lanka rupee in relation to the currency or curren
cies in which that loan is expressed or repayable in whole or in part. 
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The amount of every such loss is hereby charged on the Consolidated Fund. 

(7) The President, or any person authorized in that behalf by the President 
by instrument under his hand, is hereby empowered, on behalf of the 
Government, to sign any guarantee agreement between the Government and 
the International Bank for Reconstruction and Development or any other inter
national or foreign organization approved by the Government. 

(8) Notwithstanding anything in any other written law, no agreement, 
bond or other document executed by the Corporation in respect of any loan 
which may be raised by the Corporation from the International Bank for Recons
truction and Development, or from any other international or foreign organi
zation approved by the Government, shall be subject to, or be charged with, 
any stamp duty or duties whatsoever. 

(9) As soon as possible after the end of each financial year the Minister in 
charge of the subject of Finance shall cause to be aid before the National State 
Assembly the report on the statement of accounts of the Corporation and of 
every loan, bond and guarantee entered into under this Act, during the course 
of that financial year". 

6. Section 18 of the principal Act, as amended by Act No. I of 1967, is hereby 
repealed and the following new section substituted therefor:— 

18. In this Act, unless the context otherwise requires,— 

"agricultural enterprise" means an agricultural or live-stock enterprise 
operated on a commercial basis: 

"board of directors" means the board of directors of the Corporation; 

"commercial enterprise" includes an enterprise, not falling within the 
description of an agricultural or industrial enterprise, which shall be conducive 
to the economic development of Sri Lanka; 

"governing body", in relation to any enterprise, means any body of person 
by whatsoever name or designation called for the time being charged with the 
management or administration, or any part thereof, of such enterprise's business 
of affairs; 

"industrial enterprise" means an enterprise for a productive purpose opera

ted on a commercial basis; 

"local authority" means a Municipal Council, an Urban Council, a Town 
Council, a Village Council, The River Valleys Development Board, or any other 
authority having administrative powers over any area; and 

"shareholder" means a shareholder of the Corporation.'. 
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F O R E I G N E X C H A N G E A M N E S T Y ( A M E N D M E N T ) L A W , 
N O . 13 O F 1974 

L. D . — O . 77/71. 

A L a w to amend w i t h retrospect ive effect the 
Foreign Exchange Amnes ty A c t , N o . I of 1971. 

BE it enacted by the National State Assembly of the Republic of Sri Lanka as 
follows:— 

1. This Law may be cited as the Foreign Exchange Amnesty (Amendment) 
Law, No. 13 of 1974, and shall be deemed, for all purposes, to have come into operation 
on January 21 , 1971. 

2. The following section is hereby inserted immediately after section 7, and 
shall have effect as section 7A, of the Foreign Exchange Amnesty Act, No. I of 1971, 
hereafter in this Law referred to as the "principal enactment":— 

7A. Where any person to whom this Act applies who has made a declaration 
of his foreign assets to the competent authority but who has not complied with 
the relevant directions issued to that person by such authority is prosecuted 
for any contravention of the provisions of the law for the time being in force 

• relating to exchange control, such declaration and any other documents or any 
oral or written statement made or given by such person to such authority, 
shall be admissible in evidence, notwithstanding the provisions of section 5, 
or that such provisions may or may not have induced such person to make such 
declaration and notwithstanding anything in any other written law to the 
contrary.". 

3. Section 8 of the principal enactment is hereby amended in subsection (2) 
of that section by the substitution for paragraph ( f ) of that subsection, of the following 
new paragraphs:— 

" ( f ) the Secretary to the Ministry of Finance; or 

(g) any person to whom it is necessary to communicate such matter for 
the purpose of— 

(i) instituting proceedings in a court of law or before a Criminal justice 
Commission established under the Criminal Justice Commissions 
Act, No. 14 of 1972, for any contravention of the law for the time 
being in force relating to exchange control against the person to 
whom such matter relates; or 

(ii) investigating into any contravention of the law for the time being 
in force relating to exchange control or for securing compliance 
therewith.". 
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I N L A N D R E V E N U E ( A M E N D M E N T ) L A W . N O . 15 O F 1974 

L. D.—O. 67/73. 

A L a w to amend the Inland Revenue A c t , N o . 4 of 1963 

BE it enacted by the National State Assembly of the Republic of Sri Lanka as 
follows:— 

1. This Law may be cited as the Inland Revenue (Amendment) Law, No. 15 
of 1974. 

2. Section 12 of the Inland Revenue Act, No. 4 of 1963, hereinafter referred 
to as the "principal enactment", is hereby amended as follows:— 

(1) by the repeal of subsection (2) of that section and the substitution therefor, 
of the following new subsection:— 

"(2) Where the Commissioner is satisfied that any person usually makes up the 
accounts of a trade, business, profession, vocation, of employment carried on or 
exercised by him to some day other than the thirty-first day of March, he may 
direct that for any year of assessment commencing not later than April I, 1973, 
the statutory income from that source be computed on the amount of the profits 
of the year ending on that day in the year preceding the year of assessment. W h e r e , 
however, the statutory income of any person from a trade, business, profession, 
vocation, or employment has been computed by reference to an account made 
up to a certain day. and such person fails to make up an account to the correspond
ing day in the year following, then, subject to the provisions of subsection (4), 
the statutory income from that source both of the year of assessment in which 
such failure occurs and of the two years of assessment following shall be computed 
on such basis as the Commissioner in h is discretion thinks fit: 

Provided that the Commissioner may at any time revoke a direction given under 
the preceding provisions of this susection: 

And provided further that where any such direction is revoked by the Com
missioner he may order that the statutory income for any year of assessment 
commencing not later than Apri l I , 1973, from the source in respect of which such 
direction was given be computed as if the accounts were made up to the thirty-first, 
day of March immediately preceding such year of assessment."; and 

(2) by the addition, at the end of that section, of the following new subsections:— 
"(3) W h e r e for the year of assessment commencing on April I, 1973, the statu

tory income of any person from any trade, business, profession or vocation, carried 
on or exercised by him has, under subsection (2), been computed on the amount 
of the profits of a year ending on a date other than March 31, 1973, or would have 
been so computed had there been a profit, then for the year of assessment commen
cing on April I, 1974, the statutory income of that person from that trade, business 
profession or vocation shall be computed either on the amount of the profits of 
the year immediately following the year in relation to which the statutory income 
from that source was computed for the year of assessment commencing on April 
I , 1973, or on the amount of the profits of the year ending on March 31, 1974, 

whichever js the higher amount. 
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(4) where any person who carries on or exercises any trade, business, profes
sion or vocation, fails to make up the accounts of that trade, business, profession 
or vocation in accordance with the provisions of section I2A, the statutory income 
of that person from that source for the year of assessment commencing on April I , 
1973, and for the two years of assessment following shall be computed on such 
basis as the Commissioner in his discretion thinks fit.". 

(3) The following new section is hereby inserted immediately after section 12, 
and shall have effect as section I2A ofthe principal enactment:— 

I2A. ( I ) Every person who carries on or exercises any trade; business, 
profession or vocation commenced prior to April I , 1972, shall subject to the 
provisions of subsection (4) make up the accounts of that trade, business, profes
sion or vocation in accordance with the following provisions:— 

(a) where his statutory income from that trade, business, profession or 
vocation, for the year of assessment commencing on April, I. 1973, has 
been computed by reference to an account made up to March 31, 1973, 
or would have been so computed had there been a profit, he shall make 
up the accounts of that trade, business, profession or vocation for the 
successive periods of twelve months ending on March 31, 1974, and 
March 31, 1975, respectively and for the period of nine months ending 
on December 31, 1975; 

(6) where his statutory income from that trade, business, profession or 
vocation for the year of assessment commencing on April I, 1973, has 
been computed by reference to an account made upto December 31, 1972, 
or would have been so computed had there been a profit, he shall make 
up the accounts of that trade, business, profession or vocation for the 
successive periods of twelve months ending on December 31, 1974, and 
December 31, 1975, respectively; and 

(c) where his statutory income from that trade, business, profession or 
vocation for the year of assessment commencing on April I, 1973, has 
been computed by reference to an account made up to a date other 
than the thirty-first day of December or thirty-first day of March in 
the year preceding that year of assessment, or would have been so 
computed had there been a profit, he shall make up the accounts of that 
trade, business, profession or vocation— 

(i) for the period commencing on the day immediately following the 
date between Apri l I, 1973, and March 31, 1974, up to which the 
accounts of that trade, business, profession or vocation were made, 
and ending on March 31, 1974. 

(ii) for the period of twelve months commencing on April I, 1974, and 
ending on March 31, 1975, and 

(iii) for the period of nine months commencing on April I , 1975, and 
ending on December 31, 1975. 
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(2) Ever / person who carries on or exercises an / trade, business, profession 
or vocation commenced on or after April I, 1972, but before April I, 1975 
shall, subject to the provisions of subsection (4), make up the accounts of that 
trade, business, profession or vocation in accordance with the following pro
visions:— 

(a) where he makes up or has made up the first account of that trade, business, 
profession or vocation for a period ending on March 31 of any year, he shall 
make up the accounts of that trade, business, profession or vocation for each 
successive period of twelve months up to March 31, 1975, and for the period 
of nine months commencing on April I, 1975, and ending on December 31, 
1975; 

(b) where he makes up or has made up the first account of that trade, business, 
profession or vocation for a period ending on December 31 of any year, he 
shall make up the accounts of that trade, business, profession or vocation for 
each successive period of twelve months up to December 31, 1975; and 

(c) where he makes up or has made up the first account of that trade, business, 
profession or vocation for a period ending on a date other than March 31, 
or December 31, of any year he shall make up the accounts of that trade, 
business, profession or vocation— 

(i) for the period commencing on the day following the last day of the period 
for which the first account of that trade, business, profession or vocation 
was made up and ending on March 31 next succeeding and for each 
successive period of twelve months up to March 31, 1975, and 

(ii) for the period of nine months commencing on April I , 1975, and ending 
on December 31, 1975. 

(3) Every person who commences on or after April I, 1975, to carry on or 
exercise any trade, business, profession or vocation shall, subject to the provi
sions of subsection (4), make up the first account of-that trade, business, profession 
or vocation up to December 31, 1975. 

(4) Whe re any person is unable to comply with the preceding provisions 
of this section in relation to any trade, business, profession or vocation carried on 
or exercised by him, he shall give notice in writing to the Commissioner setting 
out the reasons for his inability to comply with those provisions. The Commis
sioner may, if satisfied with the reasons set out, direct such person to make up 
the accounts of that trade, business, profession or vocation for such periods 
as may be specified in that direction and it shall be the duty of such person to 
comply with the direction: 

Provided that the Commissioner may at any time vary or revoke any direction 
given by him under the preceding provisions of this sub section." 

4. Section 15 of the principal enactment is hereby amended in subsection ( I ) 
thereof, by the substitution, for paragraph (b), of the following new 
paragraph:— 
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"(b) in respect of any year of assessment commencing not later than April I, 1974, 
the amount of a loss incurred by him during that year of assessment, and in 
respect of the year of assessment commencing on April I, 1975, the amount 
of a loss incurred by him during the period of nine months commencing 
on April I , 1975, in any trade, business, profession or vocation, which, if 
it had been a profit, would have been assessable under this Act: 

Provided that no such deduction shall be made unless it is claimed by 
notice in writing within six months of the end of the year of assessment;". 

5. The following new section is hereby inserted immediately after section 15, 
and shall have effect as section I5A, of the principal enactment:— 

I5A. Whe re the statutory income of any person from a trade, business, 
profession or vocation has, for the year of assessment commencing on April I . 
1973, been computed under subsection (2) of section 12 by reference to an account 
made up to a day other than the thirty-first day of March or would have been so 
computed had there been a profit, and such person incurs a loss in that trade, 
business, profession or vocation either during the year ending on March 31, 
1974, or during the year immediately following the year in relation to which the 
statutory income for the year of assessment commencing on April I, 1973, is 
computed, or during both such years, then, in respect of such part of that loss 
as has not been taken into account in computing the.statutory income of that 
person for the year of assessment •ommencing on April I, 1974, or as has not 
been allowed as a deduction from his total statutory income for any year of 
assessment under the provisions of section 15, the Commissioner may grant that 
person for the two years of assessment commencing on the first day of April 1974, 
and the first day of April 1975, or for any one of those years of assessment, such 
relief as the Commissioner may deem to be equitable.". 

E S T A T E D U T Y ( A M E N D M E N T ) L A W , N O . 32 O F 1974 

L. D.—O. 16/74. 

A L a w to amend the Es ta te Duty O r d i n a n c e and 
t o give certain Provisions of tha t O r d i n a n c e retrospect ive effect 

BE it enacted by the National State Assembly of the Republic of Sri Lanka as 
follows:— 

I. This Law may be cited as the Estate Duty (Amendment) Law, No. 32 of 
1974. 

<* • . . . 
\ 2. The provision in paragraph (iv) of the proviso to paragraph (d) of section 
6 of the Estate Duty Ordinance, hereinafter referred to as the "principal enactment", 
^s amended by Act No. 15 of 1959 and Act No. 18 of 1962, whereby nothing contained 
in paragraph (d) of section 6 of that Ordinance shall apply to such gifts as are specified 
in sui&ectidn ( I ) of section 21 of the Personal Tax Act, No. 14 of 1959, other than 
any gifts specified in paragraph (b), paragraph ( f ) , paragraph (h) or paragraph (/) of 
that subsection, shall be deemed for all purposes to have come into force on May 15, 
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1959, and accordingly every assessment or additional assessment of estate duty made 
prior to the date of commencement of this Law in respect of gifts made at any time 
before July 18, 1958, by any person whose death occurred on or after May 15, 1959, 
but before May 26, 1962, shall be deemed to have been made under the principal 
enactment as so amended, read with the foregoing provisions of this section, and 
to be valid and effectual for the purposes for which the assessment was made. 

3. The following new section is hereby inserted immediately after section 13, 
and shall have effect as section 13a, of the principal enactment:— 

I3.a. W h e r e the total estate of any person dying on or after the first day 
of November, 1973, does not exceed one hundred and fifty thousand rupees in 
value and where the property of which he was at the time of his death competent 
to dispose includes or comprises not more than one residential premises, then 
the estate duty payable upon the value of his Sri Lanka estate shall be reduced 
by a sum which bears to such estate duty the same proportion as the value of 
such residential premises bears to the value of his Sri Lanka estate.". 

4. Section. 14 of the principal enactment is hereby repealed and the following 
new section substituted therefor:— 

14. It shall be lawful for the Commissioner to remit the estate duty, 
respect of any such pictures, prints/books, manuscripts, works of art, or scientific 
collections as appear to the Commissioner to be of national, scientific, artistic or 
historic interest, and to be given or bequeathed to the Government of Sri Lanka, 
or to any University or public library in Sri Lanka, or to the Sri Lanka National 
Library Services Board, or to any local authority, and no property the duty in 
respect of which is so remitted shall be aggregated with any other property) 
for the purpose of fixing the rate of estate duty.". 

5. Section 17 A of the principal enctment (inserted therein by Act No. 15 of 1959 
is hereby repealed and the following new section substituted therefor:— 

I7A. ( I ) W h e r e any contribution has been made or has to be made to the 
Personal Tax under the Personal Tax Act, No. 14 of 1959, in respect of 
any property which has been gifted by any person whose death occurs before 
the first day of November, 1973, the amount of such contribution, without 
deducting from that amount any sum allowed to be deducted under 
section 19 (3) of the Personal Tax Act , No. 14 of 1959, shall be set 
off against the amount of the estate duty payable on his Sri Lanka estate 
upon his death and where any gifts tax has been paid or has to be paid 
under the Inland Revenue Act, No. 4 of 1963, in respect of any property which 
has been gifted by such person the amount of such gifts tax shall be setoff against 
the amount of estate duty payable on his Sri Lanka estate upon his death, the 
amount of the gifts tax for the purposes of this section being computed without 
deducting any stamp duty which was paid, in respect of the instrument by which 
the gift was made. 
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(2) Whe re any contribution has been made to the personal Tax under the 
Personal Tax Act, No. 14 of 1959, or gifts tax has been paid under the Inland 
Revenue Act, No. 4 of 1963. in respect of any property gifted by any person 
whose death occurs on or after the first day of November, 1973, the estate duty 
payable on the Sri Lanka estate of such person shall be reduced by a sum which 
bears to such estate duty the same proportion as the value of the gifted property 
increased by the amount of such contribution or such gifts tax, as the case may 
be, bears to the value of the Sri Lanka estate of such person.". 

6. Section 21 of the principal enactment, as amended by Act No. 6 of 1967, is 
hereby further amended as follows:— 

(1) by the substitution, for subsection (8) of that section, of the following new 
subsection:— 

"(8) W h e r e in the case of a person whose death occurs before the first day of 
November, 1973, the property to be valued is property in respect of which a 
contribution has been made, or has to be made, to the Personal Tax under Chapter 
IV of the personal Tax Act, No. 14 of 1959, the value of such property for 
the purposes of this Ordinance shall be the value of such property for the purpose 
of the determination of such contribution increased by the amount of such contri
bution without deducting from that amount any sum allowed to be deducted under 
section 19 (3) of the personal Tax Act, No. 14 of 1959, and where, in the case of 
such person, the property to be valued is property in respect of which gifts tax 
under the Inland Revenue Act, No. 4 of 1963, has been paid or has to be paid, the 
value of such property for the purposes of this Ordinance shall be the value of 
such property for the purpose of the determination of such tax increased by the 
amount of such tax, the amount of such tax for the purposes of this section being 
computed without deducting any stamp duty which was paid in respect of the 

.. instrument by which the gift was made."; and 

(2) by the addition, at the end of that section, of the following new subsection:— 

"(9) Whe re in the case of a person whose death occurs on or after the first day 
of November, 1973, the property to be valued is property in respect of which a 
contribution has been made to the Personal Tax under Chapter IV of the Personal 
Tax Act, No. 14 of 1959, the value of such property for the purposes of 
this Ordinance shall be the value of such property for the purpose of the determi
nation of such contribution increased by the amount of such contribution, without 
deducting from that amount any sum allowed to be deducted under section 19 (3) 
of the aforesaid Personal Tax Act, and where in the case of such person, the property 
to be valued is property in respect of which gifts tax under the Inland Revenue 
Act, No. 4 of 1963, has been paid, the value of such property for the purposes of 
this Ordinance shall be the value of such property for the purpose of the determina
tion of such tax increased by the amount of such tax, the amount of such tax for the 
purposes of this section being computed without deducting any stamp duty which 
was paid in respect of the instrument by which the gift was made.". 
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7. Section 25 o f the principal enactment is hereby repealed and the following 
new section substituted therefor:— 

25. ( I ) W h e r e the death of the deceased occurs before the first day of 
November 1973, his executor shall pay the estate duty in respect of all property 
of which the deceased was competent to dispose at the time of his death and 
may pay the estate duty in respect of any other property passing on such death, 
if the persons liable to pay the duty in respect thereof request him to make such 
payment, but an executor shall not be liable for any duty in excess of the assets 
which he has received as executor, or might but for his own neglect or default 
have received: 

(2) W h e r e the death of the deceased occurs on or after the first day of 
November, 1973, the executor shall pay the estate duty in respect of all property 
of which the deceased was competent to dispose at the time of his death and in 
respect of property which was gifted by the deceased and in relation to which 
a contribution has been made, or has to be made, to the Personal Tax under 
the Personal Tax Act, No. 14 of 1959, or gifts tax under the Inland Revenue Act , 
No. 4 of 1963, has been paid or has to be paid and may pay the estate duty In 
respect of any other property passing on such death, if the persons liable to 
pay the duty in respect thereof request him to make such payment, but 
an executor shall not be liable to any estate duty in excess of the assets which 
he has received as executor or might but for his own neglect or default have 
received.". 
8. Section 28 of the principal enactment is hereby repealed and the following 

new section substituted therefor:— 

28. ( I ) A person authorized or required to pay the estate duty in respect 
of any property shall, for the purpose paying the duty, or raising the amount 
of the duty when already paid, have power, whether the property is or is not 
vested in him, to raise with the consent of the Public Trustee the amount of 
such duty and any interest and expenses properly incurred or paid by him in 
respect thereof, by the sale or mortgage of, or by a terminable charge, on, 
that property of any part thereof. 

, (2) A person having a limited interest in any property, and a lessee or 
mortgagee of any property, who pays the estate duty in respect of that property 
shall be entitled to the like charge as it the estate duty in respect of that property 
had been raised by means of a mortgage to h im." . 

9. Section 30 of the principal enactment is hereby repealed and the following 
new section substituted therefor:— 

30. ( I ) The executor of every deceased person shall, within six months 
after the date of the death of the deceased, furnish to the Commissioner through 
the PublicTrustee the declaration referred to in section 282(1) of the Administra
tion of Justice Law, No. 44 of 1973. 

(2) W h e r e the executor is not liable to pay estate duty in respect of any 
property passing on the death of a deceased person, the person liable to pay 
such duty shall, within six months after the date of the death of the deceased, 
furnish to the Commissioner through the Public Trustee the declaration referred 
to in section 282 ( I ) of the Administration of Justice Law, No . 44 of 1973.". 
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10. Section'34 of the principal enactment, as amended by Act No. IS of 1959, is 
hereby repealed arid the following new section substituted therefor:— 

34. ( I ) Where it appears to an Assessor that the amount which any person 
is liable to pay as estate duty has been assessed at less than the proper amount 

• the Assessor may— 

(a) where such person has obtained probate or letters of administration 
under the Civil Procedure Code (Chapter 101), make at any time within a 
period of six years of the date of the notice of the original assessment 
or within a period of two years after the date of commencement of the 
Administration of Justice Law, No. 44 of 1973, whichever is the shorter 
period, an additional assessment of the amount which such person is 
in the opinion of the Assessor liable to pay; and 

(b) where such person has obtained probate or letters of administration 
under the Administration of Justice Law, No. 44 of 1973, make within 
two years after the date of grant of such probate or letters of adminis
tration, an additional assessment of the amount which such person is 
in the opinion of the Assessor liable to pay: 

Provided that— 

(a) where the underassessment is due to fraud or wilful evasion, such 
additional assessment may be made any time; 

(b) an Assessor may, notwithstanding that the above-mentioned period 
of two years has expired, assess at any time any liability for additional 
duty which may be brought to his notice by an executor or by any other 
person liable to pay estate duty under this Ordinance; 

(c) an additional assessment made under this section shall not effect, or 
create a charge upon, any property mentioned in a certificate issued 
under section S3, except in the circumstances referred to in subseetion 
(4) of section 53. 

(2) Where an additional assessment of estate duty has been made under 
subsection ( I ) , an executor shall not, except in the case of fraud, be personally 
liable for any estate duty under any such additional assessment by reason of 
having administered or distributed the estate of the deceased without retaining 
assets to satisfy the duty.". 

11. Section 37 of the principal enactment is hereby repealed and the following 
new section substituted therefor:— 

37. A notice of objection shall not be valid unless it sets out the particulars 
referred to in section 36 and is delivered to the Commissioner within the period 
mentioned in that section: 

Provided that the Commissioner, upon being satisfied that owing to absence 
from Sri Lanka, sickness or other reasonable cause, the appellant was prevented 
from appealing within such period, may admit as valid a notice of objection made 
later than thirty days but not later than twelve months after the date of the notice 
of such assessment.". 
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M O N E T A R Y L A W ( A M E N D M E N T ) L A W , N O . 37 O F 1974 

L. D.—O. 40/69. 
A L a w to a m e n d t h e Moneta ry L a w A c t 

BE it enacted by the National State Assembly of the Republic of Sri Lanka as 
follows:— 

1. This Law may be cited as the Monetary Law (Amendment) Law, N o . 37 
of 1974, and shall come into operation on such date as may be appointed 
by the Minister by Order published in the Gazette. 

2. Section 8 of the Monerary Law Act (hereinafter referred to as the "principal 
enactment") is hereby repealed and the following new section substituted therefor:— 

8. ( I ) The Monetary Board of the Central Bank shall, in addition to deter
mining the policies or measures authorized to be adopted or taken under 
this Act, be vested with the powers duties, and functions of the Central Bank 
under this Act, and be generally responsible for the management, operations, 
and administration of the bank. 

(2) The Monetary Board shall consist of— 

(a) the Governor of the Central Bank who shall be the chairman of the 
board; 

(b) the person holding office for the time being as Secretary to the Ministry 
in charge of the subject of Finance. 

(c) the person holding office for the time being as Secretary to the Ministry 
in charge ofthe subject of Planning and Economic Affairs; 

(d) a fourth member appointed by the President on the recommendation 
of the Prime Minister. 

(3) In the absence of the Governor from any meeting of the Monetary 
Board, the Deputy Governor designated as senior by the board shall act as hit 
alternate and shall preside at the meeting and have the right to vote thereat. 

(4) In the absence of the member of the Monetary Board mentioned in para
graph (b) of subsection (2) from any meeting of the board, the person 

holding office for the time being as Deputy Secretary to the Treasury shall act 
as that member's alternate at the meeting and have the right to vote thereat. 

(5) In the absence of the member of the Monetary Board mentioned in 
paragraph (c) of subsection (2) from any meeting of the board the officer appointed 
to act for the Secretary to the Ministry in charge of the subject of Planning and 
Economic Affairs shall act as that member's alternate at that meeting and have 
the right to vote thereat.". 

3. Section 11 of the principal enactment is hereby repealed and the following 
new section substituted therefor:— 

11. A person shall be disqualified for appointment as the Governor of the 
Central Bank, or as a member of the Monetary Board under paragraph (d) of 
section 8 (2), if— 
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(a) he is a Member of Parliament or a member of any local authority or 

(b) he is a state officer or a Judge within the meaning of the Constitution 
of the Republic of Sri Lanka or holds any office or position (other than 
an academic position), either by election or appointment, for which 
salary or other remuneration is payable out of the funds of the Republic 
or the funds of any local authority; or 

(c) he is a director, officer, employee, or shareholder of any banking insti
tution (other than the Central Bank),". 

4. Section 13 of the principal enactment is hereby repealed and the following 
new section substituted therefor:— 

13. ( I ) The term of office of the Governor, and of the person, appointed 
under paragraph (d) of section 8 (2) (hereinafter referred to as the "appointed 
member"), shall subject to the provisions of subsection (2) if this section, be the 
period of six years commencing on the date of his appointment: 

Provided, however, that the term of office of the first appointed member 
holding office under this Act shall be the period of three years from the date 
of his appointment. 

(2) In the event of the vacation of office by the Governor or by the appointed 
member before the expiration of his term of office, another person shall be 
appointed in his place to hold office during the unexpired part of the term of 

. . office of the Govenor or member so vacating office. 

(3) Any person vacating office as Governor or as appointed member by 
effluxion of time shall be eligible for reappointment.'. 

5. Section 14 of the principal enactment is hereby amended by the repeal of 
subsection (2) of that section and the substitution therefor, of the following new 
subsection:— 

"(2) The amount of such allowance shall be fixed by the Minister in charg: 
of the subject of Finance in consultation with the Prime Minister.". 

6. Section l7of theprincipal enactment is hereby repealed and the following new 
section substituted therefor:— 

17. ( I ) Meetings of the Monetary Board shall be held at least once in 
every two weeks and, in addition, as frequently as is necessary for the purpose 
of the discharge of its responsibilities under this Act. 

(2) Meetings of the board shall be convened by the Governor. 

(3) At any meeting of the Board three members shall constitute a quorum-

(4) No decision taken at any meeting of the board shall be deemed to ba I 
decision of the board unless it has the concurrence of at least three memb^ri, 
or, in any case where any other provision of this Act requires a unanimous deci
sion, the concurrence of all four members.". 

7. The following new sections are hereby inserted immediately after section 32, 
and shall have effect as sections 32A.. 32.B 32C, 32D and 32E, of the principal 
enactment:— 
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32A. The Central Bank may establish, maintain, manage and control; as 
determined by the Monetary Board from time to time, a scheme for the insurance 
of deposits held by banking institutions and societies registered under the Co
operative Societies Law. 

32B- ( I ) Any banking institution, or any society registered under the Co
operative Societies Law and carrying on banking business of any kind, may, as 
prescribed, apply to the Central Bank to insure deposits held by such institution 
or society. 

(2) The Central Bank may, in its discretion, accept any application made 
under subsection ( I ) . 

(3) Every banking institution or society, whose application has been accepted 
under subsection (2), is hereafter in this Part of this Act referred to as "insured 
bank" or "insured society," as the case may be. 

32C (1) Every insured bank or insured society shall be liable to pay a 
premium to the Central Bank on its deposits on such basis as may be determined 
by the Monetary Board from time to time, with the approvaal of the Minister: 

Provided that the premium payable by any insured bank or insured society 
for any period shall not exceed fifteen cents per annum for every hundred rupees 
ofthe total amount ofthe deposits in that bank or that society. ' * 

(2) The premium shall be payable for such periods, at such times and in 
such manner as may be determined by the Monetary Board. 

(3) If an insured bank or insured society makes any default in the payment 
of any premium, it shall, for the period of such default, be liable to pay to the 
Central Bank, interest on the amount of such premium at such rate as may be 
determind by the Monetary Board. 

32D- ( I ) The Director of Bank Supervision may; at his discretion, examine, 
or cause an examiner of his department to examine, the books and accounts of 
any insured bank or insured society. 

(2) The provisions of subsections (4) and (5) of section 29, section 30, section 
31 and section 32 of this Act shall, mutatis mutandis, apply to insured banks and 
insured societies. 

32E- Regulations may be made by the Monetary Board in respect of— 

(a) the periods for which, the times at which and the manner in which 
premiums will be calculated and may be paid by an insured bank or 
an insured society; 

(b) the interest which may be charged from an insured bank or an insured 
society where it makes default in the payment of premiums; 

(c) any matter that is stated or is required to be prescribed or in respect 
of which a regulation is authorized to be made under this Part of this 
Act ; and 

(d) any other matter affecting, connected with, or incidental to, the exercise, 
discharge, or performance of the powers, functions and duties of the 
Central Bank under this Part of this Act. ' . 
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d. Section 35 of the principal enactment is hereby amended by the repeal of 
subsection ( I ) of that section and the substitution therefor, of the following new 
subsection:— 

" ( I ) Within four months after the end of each financial year, the Monetary 
Board shall submit to the Minister in charge of the subject of Finance, and shall 
publish an annual report on the condition of the Central Bank and a review 
of the policies and measures adopted by the Monetary Board during the financial 
year and an analysis of the economic and financial circumstances which prompted 
those policies and measures." 

9. Section 45 of the principal enactment is hereby repealed and the following 
new section substituted therefor:— 

45. ( I ) Except in the performance of his duties under this Act, every 
officer or servant of the Central Bank shall preserve and aid in preserving secrecy 
with regard to all matters relating to the affairs of any banking institution, or 
of any client of any such institution, that may come to his knowledge in the 
performance of his duties; and any such officer or servant who communicates 
any such matter to any person other than the Monetary Board or an officer 
of the Central Bank authorized in that behalf by the Governor, or suffers or. 
permits any unauthorized person to have access to any books, papers, or other 
records relating to any banking institution, shall be guilty of an offence. 

(2) N o officer or servant of the Central Bank shall be required to produce 
in any court any book or document or to divulge or communicate to any court 
any matter or thing coming under his notice in the performance of his duties 
under this Act, except as may be necessary for the purpose of carrying into effect 
the provisions of this Act. 

(3) Where , in any legal proceedings, a certified copy of any book or document 
of the Central Bank or of any entry in such book or document is produced, such 
certified copy shall be received as prima facie evidence of the existence of such 
book, document or entry, as the case mat be, and shall be admitted as evidence 
of the matters, transactions or accounts therein recorded in every case where, 
and to the same extent as, the original book, documant or entry is now by law 
admissible, but not further or otherwise. 

In this subsection, "certified copy" in relation to any book, document or 
entry, means a copy of such book, document or entry, together with a certifi
cate written at the foot of such copy that it is a true copy of such book, 
document or entry; that such book or document is still in the custody of the 
Central Bank; that such entry is contained in one of the ordinary books of the 
Central Bank, and was made in the usual and ordinary course of business, such 
certificate being dated and subscribed with his name and official title, by such 
officer as may be authorized for the purpose by the Governor of the Central 
Bank,' 

10. The following new section is hereby inserted immediately after section 
108, and shall have effect as section I08A. of the principal enactment:— 
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I08A. ( I ) The Central Bank may, subject to jsuch directions as may from 
time to time be made by the monetary board, guarantee loans, advances or other 
accommodation granted to small-scale enterprises by credit institutions operat
ing in Sri Lanka. 

(2) W h e r e the Central Bank has prior to the date of coming into operation 
of this section and acting as agent, or for the account, of the Government, guaran
teed under section 108 any loans, advances or other accommodation granted 
by credit institutions to small scale industrial enterprises, such guarantee shall, 
with effect from such date, be deemed to be a guarantee given by the Central 
Bank on its own account. 

(3) In this section "credit institution" means any banking institution as 
defined in subsection ( I ) of section 127 of this Act, and includes— 

(a) the Development Finance Corporation of Ceylon established under 
the Development Finance Corporation of Ceylon Act; and 

(b) any such society registered under the co-operative Societies Law and 
carrying on banking business of any kind as is approved for the purposes 
of this section by the Monetary Board,'. 

11. Section 116 of the principal enactment is hereby repealed and the following 
new section substituted therefor:— 

116. ( I ) On or before the fifteenth day of September in each year the 
Monetary Board shall submit to the Minister in charge of the subject of Finance 
for use in preparation of the budget speech a confidential report describing 
and analysing the monetary situation in Sri Lanka and the current monetary 
policy of the board, and examinig the effect of the current fiscal policy of the 
Government upon the ability of the Central Bank to achieve the objects specified 
in section 5. 

(2) in the event of any difference of opinion between the Minister in charge 
of the subject of Finance and the Monetary Board as to whether the monetary 
policy of the board is directed to the greatest advantage of the people of Sr i 
Lanka, the Minister in charge of the subject of Finance and the board shall 
endeavour to reach agreement. If the Minister in charge of the subject of 
Finance and the board are unable to reach agreement, the Minister in charge 
of the subject of Finance may inform the board that the Government accepts 
responsibility for the adoption by the board of a policy in accordance with 
the opinion of the Government and direct that such a policy be adopted by 
the board. W h e r e a direction is so given by the Minister in charge of the subject 
of Finance, the board shall carry out that direction." 

12. The following new section is hereby inserted immediately after section 116, 
and shall have effect as section I I6A. of the principal enactment:— 

I I6A. ( I ) W h e r e an account with any commercial bank has lain dormant, 
that is to say, there has been no withdrawal from, or deposit into, such account, 
or the pass book relating to such account has not been presented for examination 
and insertion of interest, or there has been no confirmation in writing of the 
balance amount lying to the credit of such account, as the case may be, for a 
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period exceeding ten years, the moneys lying to the credit of such account 
together with interest accrued, if any, shall, if the Monetary Board so directs, 
be transferred, notwithstanding anything in any other law, by such commercial 
bank to a special account in the Central Bank. 

For the purposes of this subsection— 

(o) any fixed deposit or any term deposit made with any commercial bank 
from which there has been no withdrawal; for a period exceeding ten 
years from the date of expiry of the period or term for which such 
deposit was originally made, shall be deemed to be an account with 
such commercial bank which has lain dormant for a period exceeding 
ten years; 

(b) any deposit made with any commercial bank, being a deposit repayable 
after notice, from which there has been no withdrawal, for a period 
exceeding ten years from the date on which such deposit was originally 
made, shall be deemed to be an account with such commercial bank 
which has lain dormant for a period exceeding ten years; and 

(c) any amount payable by any commercial bank on any draft, mail transfer, 
pay order or other similar document, payment of which has not been 
demanded by the person entitled to make such demand, for a period 
exceeding ten years from the earliest day on which such demand could 
have been made, shall be deemed to be an account with such commercial 
bank which has lain dormant for a period exceeding ten years. 

(2) Any person who furnishes proof to the satisfaction of the Central Bank 
that moneys lying to the credit of an account which was in his name or in the 
name of a person from whom he derives title, have been transferred to a special 
account in the Central Bank under subsection ( I ) shall, subject to such terms, 
conditions or restrictions as are imposed in respect of such moneys by or under 
any written law, be entitled to the repayment of such moneys by the Central 
Bank together with the interest payable on such moneys up to the date of such 
repayment in accordance with such rates and conditions as are applicable to 
the account to the credit of which such moneys were lying before they were 
transferred to the special account in the Central Bank. 

(3) Any moneys transferred to a special account under subsection ( I ) may be 
utilized for such purposes as may be determined by the Monetary Board after 
consultation with the Minister in charge of the subject of Finance.". 

13. The following new sections are hereby inserted immediatly after section 
121, and shall have effect as sections 121A and 12 I B , respectively, of the principal 
enactment:— 

121 A. No institutuon shall, except with the written approval of the Mone
tary Board, be established or maintained by or under a name which contains 
the word "bank", or the word "banker", or the word "banking", unless it Is a 
banking institution within the meaning of this Act. 
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I 2 I B . Except with the prior approval in writing of the Minister in charge 
of thesubject of Finance— 

(1) no commercial bank shall be established in Sri Lanka; 

(2) no commercial bank shall open any branch, agency or office thereof, 
in any part of Sri Lanka; and 

(3) no commercial bank shall acquire the business of another commercial 
bank or of any branch of another commercial bank.'. 

14. Section 71 of the Co-operative Societies Law, No. 5 of 1972, is hereby 
amended by the substitution for the expression "Par t II of Chapter V of the Monetary 
Law Ac t " , of the expression "Par t IVB of Chapter II of the Monetary Law Ac t " . 

A P P R O P R I A T I O N L A W N o . 42 O F 1974 
L. D—O. 

A L a w to prov ide for t h e serv ice of t h e financial year , 1975, to author ize t h e 
raising of loans in o r outside S r i Lanka for t h e purpose of such service, 
to m a k e financial provision in respect of cer ta in act iv i t ies of the G o v e r n 
m e n t dur ing tha t financial year , to enable t h e payment , by w a y of 
adavnces ou t of t h e Consol idated Fund o r any o ther fund o r moneys 
of, o r a t t h e disposal of, t h e G o v e r n m e n t , of moneys required dur ing 
that financial yea r for expenditure o n such act iv i t ies, to provide for 
t h e refund of such moneys to t h e Consol idated Fund, and to m a k e pro
vision for mat te rs connected w i t h o r incidental to t h e aforesaid 
mat te rs . 

BE it enacted by the National State Assembly of the Republic of Sri Lanka as 
follows:— 

1. This Law may be cited as the Appropriation Law, No. 42 of 1974. 

2. ( I ) Without prejudice to any other law authorizing any expenditure, the 
expenditure of the Government, which it is estimated will be rupees 6,066,141,827 
for the service of the period beginning on January I,l975,and ending on December 31, 
1975, in this Law referred to as the "financial year 1975", shall be met — 

(o) from payments which are hereby authorized to be made out of the Consoli
dated Fund or any other fund or moneys of, or-at the disposal of, the 
Government; and 

(b) from the proceeds of loans which are hereby authorized to be raised, whether 
in or outside Sri Lanka, for and on behalf of the Government, so however, 
that the aggregate of such proceeds does not exceed rupees 2,552,000,000. 

The sum of rupees six thousand and sixty six million one hundred and forty-
one thousand eight hundred and twenty seven herein before referred to may be 
expended as specified in the First Schedule to this Law. 

(2) The provisions of subsection ( I ) of this section shall have effect without 
prejudice to the provisions of any other written law authorizing the raising of loans 
for and on behalf of the Government. 
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3. ( I ) The receipts of the Government, during the financial year referred 
to in section 2, from each activity specified in colunn I of the Second Schedule to 
this Law shall be credited to the account of such activity, but the aggregate of the 
receipts so credited shall not exceed the maximum limit specified in the corresponding 
entry in column III of that Schedule. Any receipt from such activity in excess of 
such maximum limit shall be credited to the Consolidated Fund. 

(2) The expenditure incurred by the Government, during the financial year 
referred to in section 2, on each activity specified in column I of the Second Schedule 
to this Law shall be paid out of the receipts of the Government from such activity 
during that financial year, but such expenditure shall not exceed the maximum limit 
specified in the corresponding entry in column II of that Schedule. 

(3) The debit balance, outstanding at the end of the financial year referred to 
in section 2, of any activity specified in column I of the Second Schedule to this Law 
shall not exceed the maximum limit specified in the corresponding entry in column 
IV of that Schedule, and the total liabilities of that activity at the end of that financial 
year shall not exceed the maximum limit specified in the corresponding entry in 
column V of that Schedule. 

4. Whenever, at any time during the financial year referred to in section 2, 
the receipts of the Government from any activity specified in column I of the Second 
Sehecule to this Law are insufficient to meet the expenditure incurred by the Govern
ment on such activity, the Minister of Finance may, from time to time, by Order 
direct that such sums as he may deem necessary to meet such expenditure shall be 
payable, by way of advances, out of the Consolidated Fund or any other fund or 
moneys of, or at the disposal of, the Government, so however, that the aggregate 
of the sums so advanced does not exceed the maximum limit of expenditure specified 
in the corresponding entry in column II of that Schedule. Any sums so advanced 
in respect of such activity shall be refunded to the Consolidated Fund in such manner 
as the Minister of Finance may by Order direct. 

5. ( I ) Any moneys which, by virtue of the provisions of the First Schedule 
to this Law, have been allocated to Recurrent Expenditure under any Programme 
appearing under any Head specified in that Schedule, but have not been expended 
or are not likely to be expended, may be transferred to the allocation of Capital 
Expenditure within that Programme, or to the allocation of Recurrent Expenditure 
or Capital Expenditure under any other Programme within that Head by order of the 
Secretary to the Treasury or any other officer authorized by him* 

(2) No moneys allocated to Capital Expenditure under any Programme appearing 
under any Head specified in the Schedule shall be transferred out of that allocation. 

6. The Minister of Finance, with the approval of the Government, may, on 
or before July 31, 1976, by Order vary or alter any of the maximum limits specified 
in column II, column III, column IV or column V, of the Second Schedule to this Law. 
Any such Order shall, if so expressed therein, be deemed to have had effect from 
such date prior to the date of making of such Order as may be specified therein. 

7. The National State Assembly may, by resolution, amend the Second Schedule 
to this Law, by adding to the appropriate columns of that Schedule, any activity and 
all or any of the maximum limits relating to such activity. 


