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INLAND REVENUE (AMENDMENT) ACT, No. 8 OF 1987
(Certified on 6th March, 1987)

AN ACT TO AMEND THE INLAND REVENUE ACT, No. 28 oF 1979

1. This Act may be cited as the Inland Revenue (Amendment) Act. No. 8 of
1987.

2. Section 7 of the Inland Revenue Act, No. 28 of 1979 (hereinafter referred
to as the “principal enactment” is hereby amended as follows :—

(1) in subsection (4) of that section by the substitution in paragraph (<) for the
words “change of ownership of any property”, of the words and figures
“change of ownership of any property, prior to November 12, 1986";

(2) by the insertion immediately after subsection (4) of that section of the follow-
ing subsection :—

“(5) In respect of a capital gain arising to any person on or after Novem-
ber 12, 1986. every reference. in subsection (3) or subsection (4) to “April I,
1957 shall be read and construed as a reference to “April 1, 1977,

3. Section 8 of the principal enactment is hereby amended in paragraph (a) of
that section as follows :—

(1) by the substitution, in sub-paragraph (xLix) of that paragraph, for the words
and figures “the President’s Fund established by the President’s Fund
Act, No. 7 of 1978”, of the words and figures “the President’s Fund estab-
lished by the President’s Fund Act, No. 7 of 1978; and”; and

(2) by the addition, at the end of that paragraph, of the following sub-para-
graph —

“(1.) the National Defence Fund eétablished by the National Defence
Fund Act, No. 9 of 1985.”,

4. Section 9 of the principal enactment is hereby amended in sub-paragraph
(1) of paragraph (/) of subsection (1) of that section— -

(1M

(1) by the subsmuuon in item (b) of that sub paragraph for the words “in

any year”, of the words “in the year”; and
(2) by the addition, at the end of that sub-paragraph, of the folowing =

(c) forty-ﬁve thousand rupees, in any year of assessment commencmg
on or after April 1, 1987; and”.



(i)

5. Section 10 of the principal enactment is hereby amended by the repea; o
paragraph (e) of that section and the substitution therefor of the following paragraph :-

“(e) the interest accruing to any person on moneys lying to his credit, in foreign'
currency, in any account opened by him, or on his behalf, in any Commer-
cial Bank with the approval of the Central Bank of Sri Lanka;”.

6. Section 14 of the principal enactment is hereby amended in paragraph (¢)
thereof as follows :—

(1) by the repeai of sub-paragraphs (i) and (ii) and the substitution therefor
of the following :—

“(i) the sale by any indivicual, or the acquisition by the State, of any
house constructed by such individual and used solely for residential
purposes, such sale being the first sale of that house;

(i) the sale by any individual, or the acquisition by the State, of any
house owned by such-individual and used solely for residential
purposes, if such individual has not sold or the State has not
acquired from that individual on or after April 1, 1978, any
house other than a house referred to in sub-paragraph (i);” ;

(2) by the repeal of sub-paragraph (iv) thereof and the substitution of the
following sub-paragraph therefor:—

*(iv) (o) the salc of any property prior to April 1, 1987, and used by
him for producing income in any trade, business, profession,
vocation or employment carried on, or exercised, by him and in
respect of which an allowance for depreciation has been allowed

under section 23 of this Act or under section 10 of the Inland

Revenue Act, No. 4 of 1963 or under section 11 of the Income
Tax Ordinance,

(#) the sale of any property by any person, on or after April 1, 1987,
being property used by him in producing income in any trade,
business, profession, vocation or employment carried on, or
exercised, by him and in respect of which an allowance for de-
preciation has been granted under section 23, if the full proceeds
of sale are used within one year of the sale, for the replacement
of such property to be used by such person for producing income

in any trade, business, profession, vocation or employment,
carried on, or exercised, by him;”;

{3) by the substitution in sub-paragraph (xiii) thereof for the words and figures
“on or after November 15, 1979; and”, of the words and figurcs ‘“‘on or
alter November 15. 1979. but prior to November 12, 1986;”; and
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" (4) by the addition at the end of sub-paragraph (xiv) of the following sub-para-

graphs (—
**(xv) the transfer—
(@) on or after April 1, 1987; and

(#) upon the conversion of a business carried on by an individual,
either solely or in partnership with others, into a limited

liability company mot being a company referred to in para-
garaph ' (xiv),

of the capital assets of such business to such company if, but only
if, not less than e:ghty per centum of the shares of such limited
liability company is hekd=-

(c) in any case where such businéss was a sole proprietorship,
by the former proprietor, or

(d) in any case where such business was a pzrtnership, the former
partners in the same proportion in which profits of the -
partnership were shared; and

(xvi) the sale of any property, on or after November 12, 1986, by a person
not less than twenty - five years after its acquisition by such person,”.

7. Section 15 of the principal enactment is hereby amended as follows : -

(1) by the insertion immediately after paragraph (cc) of that section of'r.c
following paragraph :—

*“(cec) the emoluments and fees earned, in any year of assessment, in
foreign currency by any resident individual or a partnership
in Sri Lanka, in respect of service rendered by him, or by the
partnership in Sri Lanka for any person or partnership out-
side Sri Lanka, in the course of any profession or vocation
‘carried on, or exercised, by him, or by the partnership but
not in the course of employment under such person or partner-
ship, if such emoluments and fees are remitted to him or to’ the
partnership to Sri Lanka through a bank;”;

(2) by the repeal of paragraph (/) and paragraph (r) of that section;

(3) by the substitution in paragaph (#) of that section, for the words andjigures
“President’s Fund Act, No. 7 of 1978.”, of the words and figures Presi*
~-dent’s Fund Act, No. 7 of 1978;”; and
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(4) by the addition at the end of that section, of the foliowing :—

*(u) any sum received by a person from the National Defence Fund
established by the National Defence Fund Act, No. 9 of 1985.”.

8. Section 20 of the principal enactment is hereby amended in paragraph (b)
of subsection (1) of that section by the repeal of all the words from “reckoned from”
to “payment in foreign exchange,” and the substitution there for of the following : —

“reckoned from the year of assessment in which the company first com-
menced to make profits in respect of its transactions in that year.”.

9. The following new section is hereby inserted immediately after section 20a
and shall have effect as section 20B of the principal enactment :—

** Exemption 208. There shall be exempt from income tax, such part of the profits
from income . cn s . .

tax of and income within the meaning of paragraph (a) of section 3 (other
?nr:;il;i %l}d than any profits and income from tlie sale of capital assets) of a person
persons or partnership as consists of profits and income from the production
Sg‘:’gg'sy‘t':)g or manufacture and supply of goods to any exporter, the profits and
gxporters. income of which or whom are exempt from income tax under sub-

section (1) of section 20 or 204, if such supply is covered by a Letter
of Credit opened in a bank in Sri Lanka on a back to back basis
against an International Letter of Credit for the remittance to Sri
Lanka, of the foreign exchange value of the exports related to such
supply.”

10. Section 23 of the principal enactment is hereby amended as follows :—

(1) in subsection (1) of that section— .

(a) by the substitution in paragraph (e) for the words “such person, as
arises”, of the words and figures “such person prior to April 1,
1987, as arises”:

(b) by the insertion immediately after paragraph (ee) of the following
paragraph —

““(eee) an allowance for depreciation by wear and tear of—

(i) any plant, machinery or fixtures (other than plant,
machinery or fixtures referred to in subparagraph
(i) ) acquired by such person on or after April 1,
1987, and arising out of their use, in any trade, 1
business; profession or vocation, carried on, or exer- ;
cised, by him at the rate of thirity-three and one-

third per centum per annum, on their cost of acquisi-
tion ;
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-(if) any motor vehicle, lorry, bus, tractor, trailer or office
furniture, acquired by such person on or after April 1,
1987, and arising out of its use, in any trade, busi-
ness, profession or vocation, carried on or exercised,
by him, at the rate of twenty-five per centum per
annum on its cost of acquisition;

(1ii) any qualified building the construction of which was
completed on or after April 1, 1987, and arising out
of its use, in any trade, business, profession, or voca-
tion, carried on, or exercised by him, at the rate of
ten per centum per annum on its cost of consruct-
tion.”;

(¢) by the insertion immediately after paragraph (r) of the following
paragraphs :—

“(s) such part of the lump sum payment made on or after April I,

- 1986, by such person to any other person in connection

with the letting, or lease, to the first-mentioned person of

any commercial premises as bear: o the total lump sum

payment the same proportion as the uumber of months in

the year for which lease rent is payable bears to the total
number of months comprised in the leasc;

(") in respect of any year of assessment commencing on or after
April 1, 1987, any sum paid, by a public corporation or
Government owned business undertaking as a special
levy, to the Government.”;

(2) in subsection (3) of that section—

(a) by the insertion immediately after paragraph (b) of the following
paragraphs :(—

“(bb) Nothing in the preceding provisions of this subsection
shall apply after April 1, 1987, to the disposal by any person of
any capital asset used by him in producing the profits and income
of any trade, business, profession or vocation carried on or exer-
cised by him.

(bbb) (i) Where any person disposes on or after April 1, 1987, any
capital asset used by him in producing the profits and in-
come of any trade, business, profession or vocation carried
on, or exercised, by him and an allowance for depreciation
equal to the cost of acquisition of such capital asset has
been granted under subsection (1) in respect of that capital
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asset such part of the proceeds of disposal as is not in excess
of the cost of acquisition of such capital asset shall, whether
such disposal takes place while such trade, business, profes-

sion or vocation continues or after its cessation, be treated

as a receipt of such trade, business, profession or vocation,

10 ascertaining the profits and income, within the meaning

of paragraph (a) of section 3, of such trade, business, profes-
$i0Lk OT vocation,

(i) Where any person disposes on or after April I, 1987, any
capital asset used by him in producing the profits and in-
come of any trade, business, profession or vocation carried
on, or exercised, by him and an allowance for depreciation
has been granted in respect of that capital asset but the total
amount of such allowance is less than the cost of acquisition
of such capital asset, the proceeds of disposal as is not in
excess of the cost of acquisition of such capital asset over
the difference between the cost of acquisition of such
capital asset and the total allowance for depreciation granted
in respect of such capital asset shall whether such disposal
takes place while such trade, business, profession or voca-
tion continues or after its cessation, be treated as a receipt
of such trade, business, profession or vocation, in ascertain-
ing the profits and income of such trade, business, profes-

sion or vocation, within the meaning of paragraph (a) of
section 3;

Provided that nothing in this paragraph shall apply to—

(@) the transfer, on or after April 1, 1987, of any such

capital asset to a company referred to in section 14

(xv) on the conversion of a business, carried on by

. an individual, either solely or in partnership, to such
company ; or

(b) the disposal by any person, of any such capital asset,
if the full proceeds of disposal are used by such per-
son, within one year of the disposal, for the replace-
ment of such capital asset to be used by him for pro-
ducing income in any trade, business, profession,

vocation or employment carried on, or exercised,

by him,”;

(b) by the subsititution in paragraph (c) and in paragraph (d) for .the

words “under paragraph (a) or paragraph (b) ” wherever those

words occur in those paragraphs off the words “under paragraphs
(a), (b) or (bbb)”;

. A
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(3) in subsection (7) of that section by the insertidn, immediately after para-
graph (e) of the following paragraph :—

“(f) for the purposes of this section——

(i) ‘vhere any capital asset in respect of which an allowance
has been granted under subsection (1) is sold on or after
April 1, 1987, by any person and the full proceeds of sale
used, within one year of the sale, for the replacement .
of such capital asset to be used in any trade, business
profession or vocation carried on or exercised by such
person, the cost of acquisition of the replaced capital
asset shall be deemed to be the difference between the
actual cost of acquisition of the replaced capital asset
and such. proceeds of sale;

(ii) where any plant, machinery or fixtures are acquired otherwise
than by way of purchase, by any person for use in any
trade, business, profession or vocation carried on or exer-
cised by him, the cost of acquisition of such plant, machinery
or fixtures shall be the market value of such plant, machinery
or fixtures, on the date of such acquisition;

(iii) where the capital assets of a business carried on by an
individual, either solely or in partnership with others, is
transferred, on or after April 1, 1987, to a company referred
to in section 14 (xv), the cost of acquisition of such capital
asset by such company shall be deemed to be the cost of
acquisition of such capital asset by such individiual :or
partnership reduced by the amount of any allowance for
depreciation granted under subsection (1) to such individual
or partnership and the date of acquisition of such capital
asset shall be deemed to be the date of acquisition of such
capital asset by such individual or partnership.”.

11, Section 24 of the principal enactment is hereby amended as follows ‘—

(1) by the subsitution in paragraph (p) of subsection (1) of that section for the
words and figures “‘on or after January 1, 1984,”, of the words and figures _
“on or after January 1, 1984, but on or before March 31, 1987,”; and

(2) by the insertion immediately after paragraph (p) of the following paragraph:-

“(pp) such part of the rental paid by him under any agreement entered iito
by him on or after April 1, 1987, in any vear in respect of —
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{¢) any plant, machinery, fixtures or equipment other than plant, machi-
aery or fixtures or equipment referred to in paragraph (b), as is
in excess of an amount equal to one-third of the total rental payable
under such agreement; and

1b) any motor vehicle, lorry, bus, tractor, trailer and office furniture,.
as is in excess of an amount equal to one-fourth of the total rental
payable under such agreement.”.

12. Section 29 of the principal enactment is hereby amended as follows :—

(1) in sub-paragraph (iii) of paragraph (b) of subsection (2) of that section by
the repeal of all the words from, *“no deduction shall be made” to “the
ioss was incuired.” and the substitution therefor of the following:—

*no deduction shail be made under this paragraph or under subsection
(3) (») or subsection (4) (b) or subsection (4) (¢), in respect of -a loss in-
curred by a company in which there has been a change of ownership on
or after November 15. 1985, otherwise than by way of testate or intestate
succession, except against the statutory income of such trade or business
of the company as that in which the loss was incurred.”:

(2) by the addition at the end of paragraph (a) of subsection (6) of that section,
of the following :—

“(iii) where in any year of assessment on or after April 1, 1987, the in-
come of any person includes more than one capital gain, such
deduction shall be made from the capital gain taxable at the
iowest rate specified in subsections (3aA) and (3B) of section 32,
if applicable, and thereafter from the capital gain taxable at
the next highest rate, if applicable, and so on.”.

13. Section 30 of the principal enactment is hereby amended by the addition,
at the end of subsection (2) of that section, of the following proviso :—

“Provided further that the taxable income of any thrift, saving or building society

or welfare fund to which contributions are made by employees only, for any year of
assessment commencing on or after April 1, 1987, shall be the assessable income of

that society or fund for that year of assessment after deducting an allowance of
twenty-seven thousand rupees.”

14. Section 31 of the principal enactment is hereby amended as follows :—

(1) in subsection (2) of that section—

(a) by the insertion, immediately after paragraph (hhh), of the following
paragraph :— '

S N
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“(hhhh) any amount paid by an individual, in any year of assessment
commencing on or after April 1, 1987, as a contribution
to a provident fund for self-employed persons, approved
by the Commissioner-General for such purposes;”;

(b) by the insertion, immediately after paragraph (o), of the following

paragraph :—

* {p) any amount spent by an individual, in any year of assess-
ment commencing on or after April 1, 1987, as medical
expenses for indoor treatment in a hospital or clinic,
in respect of himself, his spouse, child or parent,”;

(2) in subsection (7) of that section by the repeal of the proviso to that subsec-
tion and the substitution there for of the following proviso :—

“Provided that no additional asscssment shall be made on any person
from whose assessable income such allowance was dedwncted if such
person  has—,

(@) Sold such shares; or

(b} withdrawn, realized or received any sum of money in respect of such
shares, :

in circumstances which are beyond his control, and used the proceeds of
such sale or the sum withdrawn, realized or received—

(i) within three months of the date of sale, withdrawal, realization or
receipt, in any case where such sale, withdrawal, realization or
receipt was prior to November 12, 1986; or

(i1) within one year of the date of sale, withdrawal, realization or receipt,
in any case¢ where such sale, withdrawal, realization or receipt
was on or after November 12, 1986,

to purchasc other ordinary shares (other than existing shares) in any
approved undertaking.”; ’

(3) by the repeal of subsection (7a) of that section and the substitution therefor
of the following new subsection :—

“(7A) Where any person who is entitled to a deduction from his assess=
able income of an allowance under subsection (1) in respect of the
purchase of any shares in any company, sells such shares or withdraws,
realizes or receives any money in respect of such shares, in circumstances
beyond his control, and uses the proceeds of such sale or the sum with-

" drawn, realized or received—
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* (@) * within three months of such sale, withdrawal, realization or receipt,

in any case where such sale, withdrawal, realization or receipt was
prior to November 12, 1986; or

'(b) within one year of such sale, withdrawal, realization or receipt, in

any case where such sale, withdrawal, realization or receipt was .
after November 12, 1986,

to purchase other ordinary shares in respect of which he is entitled 1o a
deduction from his assessable income under that subsection, the deduction
from income tax to which he is entitled to in consequnce of the second-
mentioned purchase of shares shall be reduced by the amount of the de-

duction from income tax to which he was entitled in consequence of the
first-mentioned purchase of shares.”.

18, Section 32 of the principal enactment is hereby amended as follows :—

(1) in subsection (3) of that section by the substitution for the words *‘taxable
income of a person includes any capital gain,”, of the words and figures
“the taxable income of a person includes any capital gain not being a
capital gain arising on or after November 12, 1986, from the change of
ownership of any property”; and

(2) by the insertion immediately after subsection (3) of that section of the
following subsections :— -

“{3a) Where the taxable income of a person includes any capital gain
arising on or after November 12, 1986, from the change of ownership of
any property, more than two years but less than five years after the acquisi-
tion of such property by such person, and the rate of income tax payable
on such part of such income (hereinafter in this subsection referred to
as the “‘relevant part of the income™) exceeds twenty-five per centum,

then, in regard to the relevant part of the income, the tax shall be computed
as follows :—

(a) if the relevant part of the income exceeds the amount of such capital
gains—

(i) the tax payable on such part of the relevant part of the income
as is equal to the amount of such capital gain shall be at.the
rate of twenty-five per centum; and

(ii) the tax payable on the balance of the relevant part of the in-
come shall be computed according to such of the rates

above twenty-five per centum as are applicable thereto under
this Act; and
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(b) if the relevant part of the income does not exceed the amount of ife
‘net capital gain, the tax payable on the entirety of the relevant
part of the income shall be twenty-five per centum notwithstanding
anything to the contrary in this Act. ‘

(3B) Where the taxable income of a person includes any capital gain,
arising on or after November 12, 1986, from the change of ownership
of any property within such period after the acquisition of that property
by that person as is referred to in Column I hereto, the provisions of sub-
section (3a) shall apply to the computation of income tax on such capital
gain, as if for the references to “‘twenty-five per centum’ in that subsection,
there were substntuted the references specified in the corresponding entry
in Column H hereto.

Column 1 Column U1
more than five years but lessb'than fifteen years - v 17} per centim
more than fifteen years but less than twenty yeafs . 124 per cemum
more than twenty years bat less than twenty-five years ... 6 per centum.’;

(3) in subsection (4) of that section by the substitution for the words ““Where
a body of persons resident in Sri Lanka carries on or operates” of the
words and figures “Where a body of persons resident in Sri Lanka carries
on or operates, in any year of assessment prior to April 1, 1987”; and

(4) by the insertion immediately after subsection (4) of that section of the follow-
ing subsections :—

**(5) There shall be charged, for every year of assesment commencing on or
after April 1, 1987, on the investment income of every provident or pension fund,
income tax at the rate of twenty per centum of the imcome derived by that fund,
for that year of assessment, from investments made by it, other than in government
securities made by an approved provident or pension fund.

(6) There shall be charged, for every year of assessment commencing on OrF .
after April 1, 1987, on the investment income of every thrift, savings or building
society or welfare fund to which contributions are made by the members,
income tax at the rate of ten per centum of such part of the income derived by

that society, for that year of : assessment from investments made by it, as exeeeds
twenty-seven thousand "rupees.”.

16. Section 324 of the principal enactment is hereby amended in subsectxon 3)
of that section, by the repeal of the definition of “public corporatlon”
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17.  Section 33 of the principal enactment is hereby amended as follows . - -

{}) (o) in paragraph (a) of subsection (18) of that section by the substitutlon
for the words and figures “‘on or after April 1, 1979, of the words

and figures “on or after April 1, 1979, but before November 12,
1986,: and

. {b) in paragraph (b) of subsection (1B) of that section by the substitution
for the words and figures *“‘on or after Aprit 1, 1979, >, of the words

and figures *‘on or after April 1, 1979, but before November 12,
1986,

(2) by the insertion immediately after subsection (IB) of that section of the
following subsection :—

*“(1c) Where for the period commencing on November 12, 1986, the taxable in-
come of a company incudes any capital gain the provisions of subsections (3a) and
€3B) of scction 32 shall, mutatis mutandis, apply to the taxation of that capital gain.”;

(3) by the insertion immediately after paragraph (a) of subsection (2) of that
section of the following paragraph :—

*(aa) “quoted public company” in relation to an year of assessment,
means a company which is resident in Sri Lanka and in respect
of which the assessor is satisfied that it is a company the shares
of which are quoted throughout the year of assessment or from

the date of incorporation of tlie company to the end of that year
of assessment:’.

18. Section 42 of the principal enactment is hereby amended by the insertion,
immediately after paragraph (ss) of that section, of the following paragraph :—

* (sss) the National Defence Fund established by the National Defence Fund
Act, No. 9 of 1985;”. -

19. Section 45 of the principal enactment is hereby amended by the repeal of
paragraph (v) of that section and the substitution of the following paragraph therefor:- -

“ (v) the moneys lying to his credit in any such account as is referred to in
section 10 (e).”.

20: Section 54 of the principal enactment is hereby amended in paragraph (e)
of subsection (1) of that section, by the substitution for the words and figures “Govern-
ment or to the President’s Fund established by the President’s Fund Act, No. 7 of
1978 or to any local authrority”’, of the words and figures “Government or to the -
President’s Fund established by the President’s Fund Act, No. 7 of 1978 or the
National Defence Fund established by the National Defence Fund Act, No. 9 of 1985
or. to any local authority”..
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21.  Section 8! of the principal enactment is hereby amended as foliows .—

(1) by the substitution in subsection (1) for the words *“Sixth Schedule to this
Act on such sum,”, of the words “Sixth Schedule to this Act or where
there is an agreement in force between the Government of Sri Lanka and
the Government of any territory in which such person or partnership is
resident, for the relief of double taxation, at the appropriate rate specified
in such agreement, on such sum,”; and

(2) by the substitution. in the proviso to that subsection for the words “Sixih
Schedule to this Act and”, of the words “Sixth Schedule to this Act or the
agreement for the relief of double taxation, as the case may be, and”.

22. Section 85A of the principal enactment is hereby amended as follows :—

(1) by the substitution, for the words “‘seventy-five per centum™, ot the words

' and figures “'seventy-five per centum in case of an year of asscssment
commencing prior to April 1, 1987, or fifty per centum in the case of an
vear of assessment commencing on or after Aprii 1, 19877

(2) by the substitution, for the words “a period of ten years”, of the words and
figures “‘a period of ten years in the case of an year of assessment commenc-
ing prior to April 1, 1987, or a period of five years in the case of an year
of assessment commencing on or after April 1, 1987”; and

(3) by the substitution, for the words “aforementioned ten years”, of the words
“*aforementioned ten or five years”.

23. Section 96 of the principal enactment is hereby. amended in subsection (1)
of that section by the substitution for the words ““five thousand rupees”, of the words
“fifty thousand rupees”.

24. Section 99 of the principal enactment is hereby amended by the repeal of

subsection (1) of that section and the substitution there for of the following subsec-
tion :—

‘(1) Every employer who employs—

(a) an individual who receives remuneration in excess of two thousand
two hundred and fifty rupees per mensem or twenty-seven thousand
rupees. per annum, or

(h) any non-resident person receiving remuneration for services rendered
in Sri Lanka in excess of eighty-five rupees per mensem Of one
thousand rupees per annum, and

who has not givén notice to the Commissioner-General under section 107¢C
() of the Inland Revenue Act, No. 4 of 1963 and under this Part of
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this Act shall give notice 1o the Commissioner-General not later than June
15, 1987, that he has in his employ such person (hereafter in this Chapter
referred to as a “specified ‘employee”)’.

25: Section 113a of the principal enactment is ‘hereby amended in subsection’
(1) of that section by the repeal of all the words from *“For the purposes of a deduc-
tion™ to “made under section 81.” and the substitution there for of the following :-

“For the purposes of a deduction under this section interest means such part of—

(a) the interest received by a person chargeable with income tax, from a bank
or financial institution; and '

(h) the sum of money received by such person, as interest or discount in respect
of a bond issued by a bank or financial institution not being a government
security,

in any year of assessment, as is not exempt from income tax or in respect of which
no deduction has been made under section 81.”

26. Section 117 of the principal enactment is hereby amended by. the addition
at the end of that section of the following subsections :—

*(12) Every petition of appeal preferred, under this section, on or after Aptil 1,
1987, shall be agreed to, or determined, within two years from the date on whi(:_h
such petition of appeal is received by the Commissioner-General, unless the
agreement or determination of such appeal depends on the furnishing of any
document or the taking of any action, by any person other than the appel-

 lant or the Commissioner-General or an assessor. Where such appeal is not agreed
to or determined within such period, the appeal shall be deemed to have besnt
allowed and tax charged accordingly. The receipt of every.appeal received under
this scction shall be acknowledged and the date of the letter of acknowledgethent
shall for the purposes of this section be deemed to be the date of receipt of such -
-appeal.

(13) For the purposes of this Chapter there shall bea panel of adjudicators
appointed by the Minister. The remuneration of the members of the panel of
adjudicators shall be determined by the Minister. The Commissioner-General
may authorize any such adjudicator to exercise any of the powers vested in
him under this Chapter as he may specify in such authorization.”.

27. Section 151 of the principal enactment is hereby amended in subsection (1)
thereof, by the substitution for the words “to a fine not exeeding seven thousand
five hundred rupees.”, of the following :— : :

“in the case of a failure to comply with section 92 (1) or with the requirement
. of a notice given under section 92 (2), to a fine not exceeding fifty thousand rupees
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and in any other case, to a fine not exceeding seven thousand five hundcod
fupees.”.

28. Section 163 of the principal enactment is hereby amended as follows :—

(1) by the repeal of paragraph (2) of the definition of “authorized representa-
tive”, and the substitution, of the foliowing paragraph therefor :—

“(2) who is authorized in writing from time to time to act on his behalf
for the purposes of this Act in respect of matters relating to such
year of assessment as is specified in the authorization and who—

(i) being an individual registered as an auditor under the Com-
panics (Auditors) Regulations is approved by the Commis-
sioner-General; or

(i) is an individual approved by the Commissioner-General
under reguiations made in that behalf;”; and

(2) by the repeal of the definition of “Commissioner-General™ and the substitu-
tion therefor of the following new definition :—

¢ “Commissioner-General”” means the Commissioner-General of Inland

Revenue appointed or deemed to be appointed under this Act,
and

(a) in relation to any provision of this Act, includes a Commis-
sioner and a Deputy Commissioner who is specially autho-
rized by the Commissioner-General either generally or
for some specific purpose to act on behalf of the
Commissioner-General ;

(b)) in relation to Chapter XVIII, includes an adjudicator
appointed by the Minister and authorized by the
Commissioner-General, under that Chapter’; and

(3) by the insertion, immediately after the definition of “property” of the follow-
ing definition :—

“public corporation” means any corporation, board or other body which
was, or is, established by, or under, any written law, other than the
Companies Act, No. 17 of 1982, with capital wholly or partly provided
by the Governmernt, by way of grant, loan or other form;’.

29, The Second Schedule to the principal enactment is hereby amended by the

addition, at the end thereof, of the following Part: —
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“Part v
Public Corporations
Public Corporalibns 50 per centum’.

30. The Third Schedule to the principal enactment is hereby amended by the
repeal of item 10 thereof. .

31. The amendments made to the principal enactment by section 3, section
7 (4), section 18 and section 20 of this Act shall be deemed-for all purposes to have
come into force on March 21, 1985.
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TURNOVER TAX (AMENDMENT) ACT. No. 9 OF 1987
(Certified. on 6th March, 1987)
AN ACT ’ro AMEND THE TURNOVER TAX AcT, No. 69 oF 1981

{. This Act may be cited as the Turnover Tax (Amendment) Act, No. 9 of 1987.

2. Section 5 of the Turnover Tax Act, No. 69 of 1981 (hereinafter referred to
as “the principal enactment”) is hereby amended by the additien at the end of that
section, of the following subsection :—

“(4) In ascertaining the turnover of a business for a quarter, there shall
be deducted an amount equal to any bad debt incurred by that business which
has become a bad debt during that quarter, being an amount which has been
included in the turnover of that business for a previous quarter and in respect of
which turnover tax has been paid:

Provided that any sum received in any quarter by that business on account
of an amount previously deducted under this subsection in respect of a bad debt
shall be included in the turnover of that business for the quarter in which that
sum is received '

3. Section 6 of the principal enactment is hereby repg.aled and the followmg'
section substituted therefor :—

;u's)ii:‘;cs’s"é';‘ 6. In determining the turnover of a business for the purposes of
deemed to . i .

be one section 3 ‘or section 10—

business.

'(a) business of a like nature carried on by a person in the same
place or in different places, shall be deemed to be one
business; and

(b) different businesses carried on by the same person in one place

shall be deemd to be one business”. . .
4. Section 7 of the principal enactment is hereby amended in subsection (1) of

that section, by the substitution, for the words ‘“‘determined in respect of,” of the
words “‘determined by the Minister, in respect of”.

5. Section 9 of the principal enactment is hereby amended by the addition, at
the end of that section of the following subsections :—

“(9) Wherée any person fails to comply with the requirements of a notice
given to him by an Assessor under subsection (2), the Commissioner-Gengral
may by a notice in writing—

fa) impose a penalty not éxceeding fifty thousand rupees on
such person; and

(b) require such person to—
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(1) pay such peaaity ; and

{ii) furnish the return referred to in the notice given to him by the Assessor,
within such time as may be specified in the notice of the Commissio-
ner-General.

¢10) The Commissioner-General- may reduce or waive any penalty imposed
on any person under this section if 'such person proves to the satisfaction of
the Commissioner-General that his failure to furnish a return was due to circum-
stances beyond his control and that he has, after the imposition of the penalty.
furnished such return. & »

{11) Where a penalty is imposed on a person under subsection (9) he shall
not be liablc to a prosecution for an offence under section 53 relating to thal
noxice .

6. Section 12 of the principal enactment is hereby amended by the repeal of
subsection (1) of that section and the substitution of the following subsection there-
tor —

“(1) Notwithstanding anything in this Act, there shall be charged from every
person who imports any article manufactured outside Sri Lanka (not being an
cxcepted article within the meaning of section 8), turnover t.xin respect of his
turnover, whether his turnover for any quarter is less than the amount specified
in section 3 or not, at the rates specified by the Minister under section 7 and shall
be collected by the Principal Collector of Customs. The tax imposed under tiis
section shall be in addition to any other tax, duty or levy imposed under the Cus-
toms Ordinance.”.

7. Section 13 of the principal enactment is hereby amended in subsection (1)
of that section by the repeal of all the words and figures from “Where any person” to
“fails to pay tax for that quarter”, and the substitution of the following therefor :—

“Where any person who, in the opinion of an Assessor, is chargeable with
turnover tax fails to furnish a return under section 9 for any quarter and to pay
tax for that quarter.”

8. Scction 17 of the principal enactment is hereby amended as follows :—

(1) in subsection (1) of that section by the substitution, for the words *‘penalty
imposed on him by this Act :”, of the following :—

**penalty imposed on him by this Act, unless the Commissioner-General
orders that the payment of the turnover tax or any part thereof be held
over pending the determination of such appeal. Upon the making of such
order, the amount of turnover tax or part thereof held over, shall not be -
deemed to be in default :”; and
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12) by the addition at the end of thar section, of the tollowing subsections —

“(12) Where, upon the final determination of an appeal or upon an order
made by the Commissioner-General, any turnover tax which has been
held over under subsection (1) becomes payable or the turnover tax
charged by the original assessment is increased, the Commissioner-General
shall give to the appellant a notice in writing fixing a2 date on or
before which any such turnover tax or balance of turnover tax shall
be paid. Any turnover tax not so paid shall be deemed to be in default.

(13) Where there is an appeal against an assessment and where the pay
ment of any turnover tax specified in the notice of assessment is held over-
under subsection (1), the Commissioner-General may, if the appellant
agrees during the course of inquiry into, or hearing of that appeal, that
a certain sum is due or is likely to be due as turnover tax in respect of that
assessment, by notice in writing given to the appellant, direct him to pay
such sum on or before the date specified in the notice. Any sum not so
paid shall be deemed to be in default.”.

9. Section 20 of the principal enactment is hereby amended by the repeal of all

the words from “*Where no valid appeal has been lodged”’ to ““the amount of such tax:”,
and the substitution, of the following therefor :—

“Where no valid appeal has been lodged within the time specified in this Act
against an assessment in respect of the turnover tax or where the amount of such
tax is agreed to under section 17 (5) or has been determined on appeal, the
assessment as made or as agreed to, oras reduced or increased or confirmed,
on appecal, as the case. may be, shall be final and conclusive, for all purposes
of this Act, as regards the amount of such tax :”.

10. The following section is inserted immediately after section 29, and shall

“have effect as section 29A of the principal enactment :—

* Certain 29A.. Where the Assessor is of the opinion that any transaction
transactions

and dispositions or disposition which reduces, or would have the effect of reducing,

to be
disregarded.

the amount of turnover tax payable by any person s artificial of ficti~
tious or that any transaction or disposition is not in fact given effect
to, he may disregard any such transaction or disposition and assess the
parties to such transaction or disposition accordingly.

In this section, “disposition” includes any trust, grant, covenant,
agreement or arrangement.

11, Section 32 of the principal enactment is hereby amended as follows :—

(1) by the repeal of subsection (2) of that section, and the substitution of the

following subsection therefor :—
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(2) {f the ‘turnover 1ax in default is in respect of an assessment made
on the defaulter against which the defaulter has not lodged a valid appeal
or is in respect of any sum payable according to a return furnished by the
defalulier. the defaulter may, within thirty days of such notice, make
objection to the tax charged, to the Commissioner-General and the Com-
missioner-General shall, notwithstanding the provisions of section 20,

" consider such objections and give his decision thereon. which shall be
final.”: and .

(2) by the repeal of subsection (3) of that section.
12.  Sc¢enon 36 of the principal enactment is hereby amended in subsection (1)

ol that section, by the substitution, for the words “assessed upon him,”, of the words
“payable by him.”

13, Scotion 44 of the principal enaciment is hereby amended by the substitution,
fur the words “other than a manufacturer shall”, of the words and figures “other
than in respect of a transaction referred to in section 46 (2) shall,”.

14. The principal enactment is hereby amended by the insertion, immediately
after scclion 46 of the following heading :—

“CHAPTER XIVA
CREDITS AND REFUNDS™.

. 15. Scction 47 of the principal enactment is hereby amended by the substitution,
for the words *‘registered manufacturer for that quarter :” of the words “regxstered
manufacturer for that quarter in respect of the business of manufacture ’

16. Section 50 of the principal enactment is hereby amended in subsection (4)

of that section by the repeal of paragraph (iv) of that subsection and the substitution,
of the following paragraph therefore :—

“(iv) any contract for the provision of services including a contract for the

provision of services as an entertainer or amste but not incuding a
contract of employment.”

17. Section 53 of the principal enactment is hereby amended by the repeal of

all the words from “before a Magistrate,” to “fine and imprisonment,” and the substi-
tution of the following therefor:—

" “before a Magistrate, be liable in the case of the offence of failing to comply
- with the requirements of a notice issued under section 9, to a fine not exceeding
fifty thousand rupees or to imprisonment of either description for a term not ex-
ceeding six months or to both such fine and imprisonment and in any other case,
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to a fine not exceeding five thousand rupees or 10 imprisoument of either des-
cription for a term not exceeding six months or to both such fine and imprison-
ment.’ ;

18. Section 59 of the principal enactment is hereby amended as icllows - —

{1) by the repeal of the definition of *‘Assessor’” and the substitution of the
tfollowing definition therefor :—

“Assessor” means an Assessor of Inland Revenue appointed for the
purposes of the Inland Revenue Act, No. 28 of 1979 and includes
a Senior Assessor of Inland Revenue appointed for the purposes of
that Act;”;

€2) by the repeal of paragraph (2) of the definition of “authorized representa-
tive”, and the substitution of the following paragraph therefor :—-

*“(2) who is authorized in writing from time to time by a person to act
on his behalf for the purposes of this Act in respect of such
matters relating to the authorization and who is an individual
approved by the Commissioner-General for the purposes of the
Inland Revenue Act, No. 28 of 1979;”;

(3) in the definition of “company”, by the substitution, for the words “or else-
where;”, of the words “‘or elsewhere and includes a public corporation;”;
and '

¢4) in the definition of “‘person” by the substitution, for the words “body of
persons;”, of the words “body of persons or any Government depart-
ment;”.

NATIONAL SAVINGS BANK (AMENDMENT) ACT; No. 33 OF 1987
(Certified on 25th June, 1987)

AN ACT TO AMEND THE NATIONAL SAVINGS BANK AcT, No. 30
oF 1971

- 1. This Act may be cited as the National Savings Bank (Amendment) Act.
No. 33 of 1987

2. Section 87 of the National Savings Bank Act, No. 30 of 1971, is hereby

»gmended by the insertion, immediately after the definition of *“director’ of the follow-
ing definition :— ,

“guardian” in relation to a minor means, the father or mother of the minor and
where the father and mother are not living, the grandfather or grand-mother
of the minor or any person in whose care and legal custody the minor is for
the time being:’.
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SECURITIES COUNCIL ACT, Ne. 36 OF 1987
(Cestified on- 27th August, 1987)

AN ACT TO PROVIDE FOR THE ESTABLISHMENT OF THE SECURITIES COUNCIL FOR THE
PURPQSE OF REGULATING THE SECURITIES MARKET IN SRt LANKA; TO GRANT
LICENCES TO STOCK EXCHANGES, STOCK BROKERS AND STOCK DEALERS WHO ENGAGE
IN THE EUSINESS OF TRADING IN SECURITIES; TO SET UP A COMPENSATION FUND,
AND FOR MATTERS CONNECTED THFREWITH OR INCIDENTAL THERETO.

1. This Act mav B¢ cited as the Securities Council Act, No. 36 of 1987, and shall
come into operation cn guch date (hereinafter referred to as the “appointed date’)
as may be appointed by the Minister by Order published in the Gazette.

PART 1

ESTABLISHMENT AND THE CONSTITUTION OF THE
SECURITIES COUNCIL

2. (1) There shall te established a Council which shall be called the Securities
Council (hereinafter referred to as “the Council”) consisting of the persons who are
members thercof under section 3. :

{2) The Council shall, by the name assigned to it by subsection (1), be a body

corporate and shall have perpetual succession and a common seal and may sue and
be sued in such name.

3. (1) Thne Council shall consist of—

(a) The following members to be appointed by the Minister (hereinafter referred
to as “‘appointed members.”

(i) a Deputy Govemor of the Central Bank nommated by the Governor
of such Bank:. and

(i) six other persons who appear to the Minister to have wide experience

and shown capactity in legal, financial, business or administrative
matters; '

{h) the following ex officio members :—

(i) the person for the time being holding the office of Deputy Secretary
to the Treasury;

(i) the person for the time being holding the office of Registrar of Com-

panies: and
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(ii1) the peorson for the time being holding the office of President
[nstitute of Chartered Accountants, established by the Chartered
Accountants Act, Ne. 22 of 1959,

(2) The Minisier shall nominate, from amongsr the members of the Council,
one member to be the Chairman of the Council.

4. Every appointed member of the Council shall, unless he vacates office earlier
by death, resignation or removal, hold office for a term of three years and shall be
eligible for re-appointment.

5. (1) Any appointed member of the Council may at any time resign his office
by letter to that effect addresscd to the Minister and such resignation shall take effect
upon it being accepted by tire Minister in writing.

(2) The Minister may, by Order published in the Gaze:te, remove. any appointed

member from office without assigning any reason therefor and such removal shall
not be question in any court.

(3) In the event of the vacation of office by dcath, resignation or removal or any
appointed member, the Minister may appoint another person, having regard to the
provisions of paragraph (@) of subsection (1) of section 3, to hold office for the
-unexpired period of the term of office of the member whom he succeeds.

(4) 1f any -appointed member of the Council is temporarily unable to perform
the duties of his office during any period due to ill-health or absence from Sri Lanka
or for any other cause, the Minister may appoint some other person to act in his place

during such perid having regard to the provisions of paragraph (a) of subsection (1)
of section 3.

6. The members of the Council may be paid such remuneration out of the fund
of the Council as may be determined by the Minister.

7. (1) The Chairman of the Council shall, if present, preside at all meetings of
the Council. In the absence of the Chairman from any such meetings, the members
present shall elect one of the members to preside to such meeting.

{(2) The quorum for any meeting of the Council shall be five members and the
Council may subject to the requirement as to quorum, regulate the procedure in-
regard to the meetings of the Council and the transaction of business at such meetings.

(3) All ques'tions for decision at any meeting of the Council shall be decided by
the vote of the majority of the members present. In the case of an equality of votes the
_ member presiding shgll have a casting vote.

8. (1) If the Chairman of the Council is, by reason of illness or absence from
Sri Lanka temporarily unable to perform the duties of his office the Minister shall
nominate another member of the Council to act in his place.
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(2) The Minister may. without assigning any reason therefor, terminale the
appointment of th: Chairmar.

(3) The Chairmun may at any time resign from the office of Chairman by a letter

addressed to the Minister. Such resignation shall take effect upon it being accepted by-
the Minister in writing.

4) Subject to the provisions of subsections (2) and (3) the term of office of the
Chairman shall be his period of membership of the Council.

9. A member who is directly or indirectly interested in any decision that is to
be taken on any mattcr by the Council shall disclose the nature of such interest at the
meeting of the Council where such decision is being taken. The disclosure shall be
recorded in the minutes of the meetings of the Council and such member shall not
take part in any deliberation or decision of the Council with regard to that matter,

and shall withdraw from such meeting while such deliberation is in progress or such
decision is being made.

10. No act or dccision or proceeding of the Council shall be invalidated

by reason only of the exisience of a vacancy among its members or of any defect in
the appointment of & member thereof.

11, (1) The seal of the Council shall be in the custody of the Council.

(2) The seal of the Council may be altcred in such manner as may be determined
by the Council.

(3) The seal of the Council shall not be affixed to any instrument or document

except in the presence of the members of the Council who shall sign the instrument
m token of their presence.

PART 1l

OBIECTS, POWERS AND FUNCTIONS

12. The objects of the Council shall be —

(a) the creation and maintenance of a market in which securities can be issued
and traded in an orderly and fair manner;

(h) the protection of the financial interest of investors;

(¢) the operation of a Compensation Fund to protect investors from financial

loss arising from the failure of a licensed stock broker or licensed stock
dealer to meet his contractual obligations; and

(d) the regulation of the securities market and to ensure that ‘professional
standards are maintained in such market.
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13. For the purpose of carrying out its objects the Council may exercise, per-
form and discharge all or any of the following powers, duties and functions :—

(@)

- ®

©

()

te)

)

L)

U

()

9)

(k)

0]

(m)

14.

to grant a licence to a body corporate to operate as a stock exchange and
ensure the proper conduct of its business;

to grant a licence to any person to operate as a stock broker or a stock dealer
as, the case may be, and ensure the proper conduct of their business;

to give directions to a licensed stock exchange from time to time.;

to grant compensation to any investor who suffers pecuniary loss resulting
from the failure of a licensed stock broker or a licensed stock dealer to
meet his contractual obligations; ‘

to advise the Government on the development of the securities market;

to employ such officers and servants as may be necessary for the purpose
of carrying out the work of the Council;

to frame rules on matters in respect of which rules are required to be made
under this Act;

to suspend or cancel the listing of any securities or the trading of any givcn
securities, for the protection of investors;

1o inquire into the business affairs of a licensed stock exchange, stock broker
or stock dealer and public companies listed with a licensed stock exchange;

to publish findings of malfeasance by any licensed stock broker or stock
dealer or any public company listed with the licensed stock exchange:

to implement the policies and programmes of the Government with respect.
to the market in securities;

to acquire in any manner whatsover and hold, take or give on lease or hire,
mortgage, pledge, sell or otherwise dispose of any immovable or movable
property; and

to do all such other acts as may be incidental or conducive to the attainment
of the objects of the Council or the exercise of its powers under this Act.

The Council shall in addition to the powers specified in section 13 also have

the power to—

(@)

conduct regular inspections of the activities of licensed stock exchanges,
stock brokers and stock dealers ini order to determine whether they are
operating in conformity with-the rules and regulations made under the
provisions of this Act; and
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by vequire licensed stock borkers and stock dealers to iiiec with the Council.
annual balance sheet and income statements, certified by a qualified auditor
in the form and manner specified by the Council.

PART 1ii

GRANT OF LICENCE TO A STOCK LXCHANGE, A STOCK BROKER OR A
STOCK DEALER

15. Suciect to the provisions of section 30 from and after the appointed date :—

(@) any body corporate which is carrying on or intends to carry on the basiness
of aperaung a sicek exchange: o

tb) any person wlo is carrying on or who intends to cany on the business of a
stock broker or of a stock dealer,

shall make an application in the prescribed form together with the prescribed fee to
the Council, for the grant of a licence as a stock exchange or as a stock broker or
stock dealer. as the case may be.

16. No licences shall be granted under this Act to any body corporate as a
stock exchange which does not comply with the terms and conditions set out in
Part I of the Schedule hereto.

17. No licence shall be granted under this Act to any body corporate as a stock
dealer or a stock broker as the case may be, which does not comply with the terms
and conditions set out in Part 1T of the Schedule bereto.

18. No licence shall be granted under this Act to any individual who does not
comply with the terms and conditions set out in Part II of the Schedule hereto.

19. (1) On receipt of an application made under section 15, the Council having
considered the particulars stated therein and, where it deems necessary, having given
the applicant an opportunity of being heard, in person or by a representative, shall

by written notice to the applicant, inform the applxcant whether he is being granted
licence or not.

(2) Where the Council grants a licence to —

(@) a body corporate to carry on the business of a stock exchange, it shall issue
a certificate to that effect for a period of five years; or

th) any person to carry on the business of a stock broker or stock dealer, it
shall issue a certificate to that effect for a period of one year.
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20. (1) A licensed stock exchange may apply to the Council for a renewal of
its licence within six months prior to the expiry of the licence.

(2) A licensed stock broker or a licensed stock dealer as the case may be, may,
within three months piror to the expiry of the licence, make an application to the

council in the prescribed form together with a prescribed fee for a renewal of his
licence.

(3) In granting a renewal of 2 licence, the Council shall satisfy itself that the
licensed stock exchange, the licensed sicck broker or the licensed stock dealer as the
case may be, has at no time been guilty of ccntravening any provisions of this Act
or any rules or regulations made under this Act.

21. (1) The Council shall, cancel or suspend the licence granted to a stock
broker or a stock dealer, where the Council is satisfied that—

(@) the stock broker or the stotk dealer has acted in breach of any provisions
of this Act, or any rules or regulations made under this Act; or

(h) the stock broker or the stock dealer has ceased to be of good financial stand-
ing; or

(¢) the stock broker or the stock dealer has since the grant of the licence. been
disqualified for the grant of such licence; or

(d) the stock broker or the stock dealer is guilty of malpractice or irregularity
in the management of his affairs.

(2) Before the cancellation of a licence granted to a stock broker or a stock dealer
in terms of the preceding subsection such stock broker or stock dealer, as the case

may be, shall be given an opportunity to show cause as to why such licence should
not be cancelled. *

(3) Where the licence granted to a stock broker or stock dealer is cancelled,

it shall be the duty of such stock broker or stock dealer to forthwith surrender his
licence to the Council. '

22. (1) Any person aggrieved by a decision of the Council—
{a) refusing to grant a licence under section 19 ; or

(b) cancelling or suspending a licence under section 21, may appeal to the Secre-
tary to the Ministry of the Minister against such refusal, cancellation or supension

as the case may be, within three months from the date on which the decision
was communicated to suc¢h person.

(2) The Secretary to the Ministry of the Minister may require the Council to
show cause for its decision to'his satisfaction.
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(3) Anapplicant who is aggrieved by the decision of the Secretary 10 ilie Miniso,
of the Minister may appeal agaiust such decision to the Court of Appeal, within
fourteen days from the date on which the decision was communicated to the applicant.

Until rules are made under Article 136 of the Coustitution pertaining to appeals
under this section, the rules made under that Article pertaining to application by way
of revision to the Court of Appeal shall apply to every appeal made under subsection
(3) of this section.

(5} The Court of appeal may, on an appeal made to it under this section confirm.
revise, modify or set aside the decision of the Secretary to the Ministry of the Minister.
and may make an order as the interest of justice may require.

23. Where a licensed stock broker or a licensed stock dealer dies, resigns, or
is expelled from the membership of a licensed stock exchange, or becomes incapable
of carrying on the business as such stock broker or stock dealer by reason of illness
or due to any other cause or the licence granted (o such stock broker or stock dealer
is cancelled, the Council shall direct the licensed stock exchage of which such stock
broker or stock dealer was a member to arrange for another licensed stock broker or
a licensed stock dealer, as the case may be. to take over the outstanding contracts of a
such stock broker or stock dealer. '

24. (1) Therules of a licensed stock exchaage, in so fur as they have been
approved by the Couucil, shall not be amended. varied or rescimded without the prior
approvai of the Councii.

(2) Where the Board of Directors of a licensed stock exchunge wish to amead its
rules it shall forward by written notice to the Council the amendments, whether by

- rescission, alteraation or addition. to such rules which such leensed stock exchange
wish to make.

(3)" The Council shall, after hearing the licensed stock exchange, and within
twenty-one days of receipt of a notice under subsection (2) give written notice to the

stock exchange stating whether such amendments to the rules are allowed or disal-
lowed.

In case such rules are disallowed the Council shall give reasons for such disallow-
ance. )

(4) Upon receipt of notice under subsection (3), the stock exchange. shali give
immediate effect to such notice.

25.  Where a licensed stock exchange, a licensed stock broker or a licensed stock
dealer as the case may be, proposes to alter any particulars already furnisked or under-
goes or intends to undergo a change from its state specified in the application for a
Yicence as a stock exchange , stock broker or stock dealer made under section 15, it

I
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shall be the duty of such stock exchange, stock broker or stock dealer, as the case may

be, to inform the Council and obtain its prior consent before such alteration or change
is effected.

26. A person who, in connection with an application or appeal made under
this Act, wilfully makes a false cor misleadig statement or wilfully omits or fails to
report any matter or thing without which the application is misleading in a material

respect, shall be guilty of an offence under this Act, and shall be liable on conviction
to a fine not exceeding one million rupees.

27. No licensed stock broker or licensed stock dealer shall lend or arrange for
the lending of, any securitics carried for the account of any customer without the
customer’s written consent, or borrow, or arrange to borrow, using the securities,

carried for the account of any customer, as collateral, without the customer’s written
consent.

28. No person holding shares in a public company listed in a licensed stock

exchange, shall sell such shares except in compliance with the trading procedure adop-
ted by such licensed sto¢k exchange.

29. No licen§éd stock broker or licensed stock dealer shall trade in listed securi-
ties outside the licensed stock exchange of which he is a member.

30. (1) From and after the appointed date, no body corporate or an individual
shall use the words “stock exchange”, “stock broker” or “stock dealer” as the case
may be unless such body corporate or individual as the case may be, has been licensed
as a stock exchangs or stock broker or stock dealer, by the Council under this Act.

(2) From and after the appointed date, no body corporafe or an individual shall
carry on business as a stock exchange, stock broker, stock dealer as the case may be,

such body corporate or individual is authorized to do so under a licence granted
under the provisions of this Act:

Provided, however, any body corporate or an individual who, immediately before
the appointed date was carrying on business as a stock exchange, stock broker or stock

dealer as the case may be, shall be entitled to carry on such business without obtaining
a licence under this Act— '

(a) for a period of three months from the appointed date; and

(b) if prior to the expiration of that period an application is made for a licence

under this Act, until the licence is granted or finally refused or the applica-
tion is withdrawn. ‘

(3) Any body corporate or an individual who contravenes the provisions of

spbsection (1) or (2), shall be guilty of an offence under this Act and shall on convic-
tion be liable to a fine not exceeding one million rupees.
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31. No bo.y corporate or an individual licensed under the provisions of ttus
Act as a stock broker or siock dealer as the case may be, or, any holding, subsidiary
or an associaie company of such licensee, or any Director of such licensee shall—

(@) where siich bedy corporate or an individual is licensed as a stock broker,
be granted a licence as a stock dealer ; and

(b) where such body corporate or individual is licensed as a stock dealer, be gran-
ted a licence as a stock broker.

PART IV
INSIDER DEALING

32, (1) Subject to the provision of subsection (8), an individual who is, or at
any time during the six months immediately preceeding the appointed date has been,
knowingly connected with a company shall not ¢rade in listed securities of that
company if he has information which—

{a) he holds by virtue of being connected with the company;

(h) it would be rcasonable to expect a person so connected and in the position
by virtue of which he is so connected, not to disclose except for the proper
performance of the functions attaching to that position; and

(¢) he knows is unpublished price sensitive information in relation to those
securities.

{2) Subject to the provisions of subsections (8) and (9), an individual who is
or at any time in the six months immediately preceding the appointed date has been
knowingly connected with a company shall not trade in listed securities of any other
comnany if he has information which—

(@) he holds by virtue of being connected with the first mentioned company;
(h) "it would be reasonable to expect a person so connected and in the position

by virtue of which he is so connected, to disclose except for the proper
performance of the functions attaching to that position;

(c) he knows is unpublished price sensitive information in relatlon to those
securities of that other company ; and

_(d) relates to any transaction whether actual or contemplated, involving both

the first mentioned company and that other company or involving one of .

them and securities of the other or to the fact that any such transaction
is no longer contemplated.

YA > Sa—
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(3) Subject 1o the provisions of subseettons (8) and (95, where -

(a) any individual has informaiion which hic knowingly obtained, whether directly
or indirectly, fromn ancther mdividual who is connected with a particular
company, Or was at any time in the six months immediately preceding
the date of obiaining of the information so connected and who the
former individoal kaows or has rcasonable cause to belicve, held the
mformation by virtue of being so connected: and

(b) the former individual kuows or has reasonable cause to believe that, be
cause of the latter’s connection and posiition, it would be reasonuble to
except him not 10 disclose the inforiition except for the proper perfor-
mance of the functions attaching 10 that position,

then. the former individual—

(i) shall not bimself trade in listed sccuritics of that company if he knows thal
the miormation is unpublished price -scnsitive infermatin in relation 1o
thase securitics ; and

(0 shall net himself trade in listed securitics of any other comnany if he knows
that the information is unpublished price sensitive information in relation
to those securities, and it relates to any iransaction whether actual or
contemplated, inveiving the first-n:entioned company and the other
company of involving ¢cne of them and sccurities of the other or to the
fact that any such transaction is mo longer contemplated.

(4) Subject 1o the provisions of subsections (8) and (9) where an individual is
contemplating or has contemplated, making, whether with or without another person.
2 takeover ofter for a company in a particular capacity, that individual shall not trade
in listed securities of that company in another capacity if he knows that the infor-
mation that the otfer is contemplated or is no longer contemplated is unpublished
price sensitive information in relation to those securities.

(3) Subject to the provisions of subsections (8) and (9) where an individual
has knowingly obtained, whether directly or indirectly, from an individual to whom
the provisions of subséctibn (4) apply, information that t:c offer referred to in subsec-
tien (4) is being conmnxpldted or is ao longer contemplated the first-mentioned indi-
hdU“l shall not himself trade in lisied securitics of that company if he knows that the

rformation is unpubl ls‘ud piice sensiiive information in relation to those securities.

(6) Subject to thc‘-pmvisionr; of subsections (8) and (S; an individual who is for
the time being prohibited by any provisicn of this section from trading in listed securi-
tics shall not counsel or procure any other persoi to deul in those securities, knowing

or having rcusonable cause to belicve that person would trade in such iisted secunties.

(7) Subject to the provisioss of subscctions (8) and (9). an individual who is
for the time being prohibited as aforesaid from (rading in listed securities by reason
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of his having any information, shall not communicate that information 1o auy other
person if he knows or has reasonable cause to believe that or some other person will
make use of the infermation for the purpose of counselling or procuring any other
person to trade in such listed securities. ‘

(8) The provisions of this section shall not prohibit an individual by reason
of his having any information from—

(a) doing any particular thing otherwise than with the view to ‘the‘making ofa
profit or the avoidance of a loss, whether for himself or another person
by the use of that information ;

(b) entering into a transaction in the course of the exercise in good faith of his
functions as liquidator, receiver, or trustee in bankruptcy; or

(¢) doing any particular thing if the information was—

(i) obtain by him in the course of the business of a stock broker or a
stock dealer in which he was engaged or employed; and

(ii) of a description which it would be reasonable to expect him to obtain
in the ordinary course of that business,

and he does that thing in godd faith in the course of that business.

(9) An individual shall not, by reason only of having information relating to
any particular transaction , be prohibited—

(@) by the provisions of subsection (2), paragraph (ii) of subsection (3). subsec-
tion (4) or subsection (5) from trading in listed securities ; or

{h) by the provisions of subsection (6) or subsection (7) from doing any other
thing in relation to listed securities which he is prohibited from trading
in by any of the provisions referred to in paragraph (a),

if he does that thing in order to facilitate the competition or carrying out of the trans-
action. .

(10) Where a trustee or legal representative, or where a trustee or legal represen~
tative is a body corporate, an individual acting on behalf of that trustee or legal re-
presentative, who, apart from the provisions of paragraph (a) of subsection (8) would
be prohibited by the provisions of this section from counselling or procuring any
other persontotradeinlisted securities, trades in those listed securities, or counsels or
procures any other person to trade in them, he shall be presumed to have acted as
referred to in that paragraph if he acted on the advice of a person who—

(a) appeared to him to be an approptiate peréon from whom to seek
such advice: and

— et
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{b) did not appear 10 him 10 be prohibited by this scction from dealing in those
securitics. ’

(1) The provision of this section shall apply to any information which—

(@) is héld by a public servant or former public servant by virtue of his position
or former position as a public servant or is knowingly obtained by an
individual (directly or indirectly) from a public servant or former public

servant who he knows or has reasonable cause to believe, held the infor-
mation by virtue of any such position:

(&) it would be reasonable to expect an individual in the position of the public
scrvant or former position of the former public servant not to disclose

except for the proper performance of the functions attaching o that posi-
tion: and

{¢) the individual holding tt knows. is unpublished price sensitive nformation
in relation to listed securities of a particular company (hereafter in this
section refericd to as “relevant securities™).

(2} The provisions of this section shall apply to a public servant or former public
servant holding information to which this section applies and to any individual who
knowingly obtained any such information (directly or indirectly) from a public servant
or former public servant who, that individual knows or has reasonable cause to be-

lieve, held the information by virtue of his posiiion or former position as a public
servant.

(3) An individual to whom the provisions of this section apply—

(a) shall not trade in any relevant securities ;

(h) shall not counsel or procure any other person to trade in any such relevaut

securities, knowing or having reasonable causc to believe that other
person would trade in them; and

f¢) shall not communicate to any other person the information held or, as the

case may be, obtained by him as referred to in subsection (2) if he knows

~ or has reasonable cause to believe that that or some other person will
make use of that information for the purpose of counselling or procuring
any other person to trade in such relevant securities.

{4) Ap individual shall not, by reason only of having information relating 10 a
particular transaction, be prohibited by any provision of this section from doing any-

thing, if he does that thing in order to facilitate the completion or carrying out of the
{ransaction.
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.34, (1) Forthe purposes of 1his Part of this Act. an individual is connecied wiia
a company if, and only if—

(@) he is a director of that company or a related company: or

(b) he occupies a position as an officer (other than director) or employee of that
company or a related company or a position involving a professional or
business relationship between himself (or his employer or a company
of which he is a director) and the first company or a related compauy
which in either case may reasonably be expected to give him access to
informantion which, in relation to listed securities of either company,
is unpublished price sensitive information and which it would be reasona-
able to expect (a person in his position not to disclose except) for the .
proper performance of his function.

(2) Any reference in this Part of this Act to “unpublished price’sensitive infor-
mation” in relation to any listed securities of any company is reference to information

which—

(a) relates to specific matters relating, or of concern, (directly or indirectly)
to that company that is to say, is not of a general nature relating or of
concern to that company; and

() is not generally known to those persons who are accustomed or would be
likely to deal in those listed securities but which would if it were generally
known to them be likely to affect materially the price of those securities.

(3) In this Part of this Act except where the context otherwise requires—
“company” means a listed public company within the meaning of this Act;

“related company”, in relation to any company means any body corporate which
is that company’s subsidiary associate or holding company, or a subsidiary
of that company’s holding company;

“take-over offer for a company” means an offer made to ail the holders (or
all holders other than the person making the offer and his nominees) of the
shares in the company to acquire those shares or a specified proportion of
them, or to all the holders, or all the holders other than the person makipg
the offer and his nominees, of a particular class of those shares to acquire
the shares of that class or specified:proportion of them.
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PART V
FINANCE
35. (1) The Council shall have its ‘own Fund—

(2) There shall be paid into the Fund—

(«) all such sums of moneys as may be voted upon {rom time to time by
Parliament for the use of the Council;

th) all sums of money as may be paid as fees under section 15 and
section 20:

(¢) all such sums of money as may be received by the Council by way of
donations, gifts or grants from any source whatsoever, whether in
or ouiside Sri Lanka.

(3) There shall be paid out of the Fund all such sums of money required to defray
the expenditure incurred by the Council in the exercise. discharge and performance
of its powers functions and duties.

36. The financial year of the Council shall be the period of twelve months com-
mengcing on the first day of January each year.

37. (1) The Council shall cause proper books of accounts to be kept of the
income and expenditure, assets and liabilities and all other transactions, of the Coun-
cil.

(2) The provisions of Article 154 of the Constitution relating to the audit of
accounts of public corporations shall apply to the audit of the accounts of the
Council.

38. (1) There shall be established a fund calléd the Compensation Fund, for
the purpose of granting compensation to any investor who suffers pecuniary loss
resulting from the failure of a licensed stock broker or licensed stock dealer to
meet his contractual obligations.

(2) The Compensation Fund shall consist of such sums of moneys as may be
voted upon by Parliament for the purpose of the Fund.

(3) Moneys belonging to the Compensation Fund may be mvested by the
Council in such manner as may be determined by the Council.

39. (1) The Minister shall appoint from among the members of the Council,
three members who shall comprise the Compensation Committee (hereinafter refer-
red to as the “Committee”) of the Council.
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(2) The Committee appointed under subsection (1) shall be responsible for asses-

sing and warding compensation in respect of any application made under .

section 40 and the decision of such Committee on any such assessment or award
shall for all purposes be final and conclusive.

40. (1) Any investor who has suffered pecuniary loss due to the failure of a
licensed stock broker or a licensed stock dealer to meet his contractual obligation to-
wards such investor may, within three months of the date on which he suffered such

_pecuniary loss, make an application to the Committee in the prescnbed form claiming
compensation from the Compensation Fund.

(2) The Committec may from time to time, require an applicant to produce any
document or other e¢vidence in support of his claim for compensation. Where the
applicant fails to comply with such request, the Committee may disallow his claim.

(3) 1i at any time 1he Comimittee considers it necessary so to do, it may hold an
inquiry into the claim of the applicant and shall by notice in writing, inform the appli-
cant 10 be present on such date, and at such time and place as may be specified in the

notice. Where the applicant fails to appear for such inquiry on the date set out in the
notice, the Committce may disallow his claim.

41. (1} The Committec may, after examination of the documents and other
evidence produced in support of the claim by an applicant, or in any case where an

inquiry was held on the conclusion of such i mqulry, allow or disallow such claim for
compensation.

(2) Where the Committee allows any claim it shall make an assessment of the
amount of compensation payable and shall make an award in relation thereto. Notice
of such award shall be given in writing to the applicant.

(3) The Council shall make rules relating to the assessment of compénsation

payable and the assessment of compensation by the Committee under subsection (2)
shall be in uccordance with such rules.

PART VI
GENERAL

42. (1) The Minister shall, in consultation with the Council, appoint a Director-
General of the Council, who shall be its chief executive officer. The conditions of

employment mcludmg remuneration of the Director-General shall be determined by
the Minister.

(2) The Director-Geuerai shali, subject Lo the gencral direction and control of
the Council, be charged with the direction of the affairs and transactions of the
Council, the exercise, discharge and performance of its powers, functions and duties.
and the administration and control of the employees of the Council.
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{3) The Director-General may, with the approval of the Council, whenever he
considers it necessary to do so, delegate to any employee any power, function or duty
conferred or imposed on or assigned to him by this Act and such employee
shall exercise, discharge and perform such power, function or duty subject to the
general or special directions of the Director-General.

(4) The Minister may remove from office the Director-General appointed under
subsection (1) and such removal shall not be called in question in any Court.

43. (1) The Council may appoint such other officers and servants as it considers
necessary for the efficient discharge of its functions.

(2) The officers and servants appointed under subsection (1) shall be remunera-
ted in such manner and at such rates and sha!l be subject to such conditions of service
as may be determined by the Council.

(3) At the request of the Council any officer in the public service may, with the
consent of the officer and the Secretary to the Ministry of the Minister in charge of the
subject of Public Administration, be temporarily appointed to the Council for such

period as may be determined by the Council with like consent, or be permanently
appointed to such staff.

(4) Where any officer in the public service is temporarily appointed to the staff
of the Council, the proyisions of subsection (2) of Section 13 of the Transport Board
L.aw, No. 19 of 1978, shall muratis mutandis, apply to and in relation to him.

(5) Where any officer in the public service is permanently appointed to the staff
of the Council, the provision of subsection (3) of section 13 of the Transport Board
Law, No. 19 of 1978, shall, muratis, mutandis, apply to an in relation to him.

(6) Where the Council employs any person who has agreed to serve the Govern-
ment for a specified period, any period of service to the Council by that person shall

be regarded as service to the Government for the purpose of discharging the obliga-
tions of such agreemnt.

(7) At the request of the Council any member of the Local Government Service
or any other officer, or servant of a local authority, may, with the consent of such mem-
ber, officer or servant and the Local Government Service Commission, or the local
authority, as the case may be, be temporarily appointed to the staff of the Council
for such period as may be determined by the Council with like consent or be
permanently appointed to such staff on such terms and conditions including those
relating to pension or provident fund rights as may be agreed upon by the Council
and the Local Government Service Commission or that local authority. ‘

(8) Where any member of the Local Government Service or any officer or servant
of any local authority is appointed temporarily under subsection (7) to the staff of the

Council, he shall be subject to the same disciplinary control as any other member of
such staff.
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44, (1) At the request of the Council any officer or servant of a public cor-
poration may, with consent of such officer or servant and the governinig board of
such corporation, be temporarily appointed to the staff of the Council for such period
as may be determined by the Council with like consent or with like consent be
permanently appointed to the staff of the Council on such terms and conditions, in-
cluding those relating to pension or provident fund rights, as may be agreed upon
by the Council and the governing board of such corporation.

(2) Where any person is appointed whether temporarily or permanently under
subsection (1) to the staff of the Council he shall be subject to the same disciplinary
control as any other member of the staff.

45. (1) For the purpose of enabling the Council to exercise, perform and dis-
charge any of its powers, functions and duties under section 13 of this Act, the Council
or any person authorized in that behaif by the Council may by notice in writing re-
quire any person to furnish to the Council or to the person authorized, within such

period as shall be specified in the notice, all such returns or information as shall be
specified in such notice.

(2) It shall be the duty of any person who is required to furnish any return or
information by a notice under subsection (1) to comply with such requirement within
the time specified in such notice, except where such person is precluded from making
such return or divulging such information under the provisions of any law.

(3) The Council or any member thereof, or any officer or servant of the Council.
shall not disclose to any person or use any returns or information acquired under sub-

section (1), except when required to do so by a court of law for for the purposes of
achieving, the objects of the Council.

46. (1) The Council may establish a Committee consisting of three members of
the Council to hear and determine complaints of shareholders of any public company
listed in a licensed stock exchange, relating to the professional conduct or

activities of such stock exchange, any licensed stock broker, or stock dealer of such
exchange. o

(2) The Committee may, on receipt of any written complaint made any share-
holder, examine the documents and other evidence produced, if any, in support of
such complaint, and determine whether such licensed stock exchange or any licensed
stock broker or stock dealer of such stock exchange has violated any provisions of
this Act or any rule or regulation made under this Act. No such determination shall
be made without affording such licensed stock exchange, licensed stock dealer, or
stock broker, an opportunity of being heard.

(3) Where the Committee determines that a licensed stock exchange. or any
licensed stock broker or stock dealer of such exchange has violated any provisions of
this Act or any rule or regulation made under this Act, the Committee shall recommend
to the Council the nature of action to be taken against such licensed stock exchange,
or any licensed stock broker or stock dealer, as the case may be.
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(4) The Council shall upon receiving such recommendations made by the Cuin-

mittee under subsection (3), take such action as it may deem expedient, in accordance
with the provisions of this Act.

- 47.  All members, officers and servants of the Council shall be deemed 10 be
public servants within the meaning and for the purposes of the Penal Code.

- 48. The Council shall be deemed to be a Scheduled institution within the mean-
ing of the Bribery Act, and the provisions of that Act shall be construed accordingly.

49. The Minister may, from time to time, direct the Council to furnish to him
in such form as he may require returns, accounts and other information with respect
to the work of the Council and the Council shall carry out any such direction.

50. (1) No suit or prosecqﬁon_ shall -be institued against any member of the
Council or against any of the officers or servants of the Council for any act which in

good faith is done or purported to be done by such person under this Act or on the
direction of the Council.

(2) Any expenses incurred by the Council in any suit or prosecution brought
by or against it before any court, shall be paid out of the Fund of the Council, and

any costs paid to, or recovered by, the Council in any such suit or prosecution shall
be credited to the Fund of the Council.

(3) Any expenses incurred by any such person as is referred to in subsection (1)
m any suit or prosecution brought against him before any court in respect of any act
which is done or purported to be done by him under this Act or on the direction of the
Council shall, if the court holds that such act was done in good faith be paid out of

the Fund of the Council, unless such expenses are recovered by him in such suit or
prosecution. '

51. (1) Any person who—

(@) contravenes any provision of this Act or any requirement imposed under
the provisions of this Act or of any regulation made thereunder;

(h) furnishes for the purposes of this Act any information which is or any return
the contents of which is, to his knowledge untrue ot incorrect; or

(¢} wilfully obstructs any member of the Council or an officer or servant of the
Council in the performance of his duties under the provisions of this Act,

shall be guilty of an offence under this Act.

(¥))] _Any person who is found guilty of an offence under this Act for which no
penalty Is expressly provided for under this Act, shall liable on conviction afte'r sum-
mary trial by a Magistrate, to a sentence of imprisonment of either description for

a period not exceeding five years or to a fine not exceeding ten million rupees or to
both such imprisonment and fine.
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82, (1) The Minister may make regulations in respect of matiers requitcd
this Act to be prescribed or in respect of which regulations are authorized to be made.

(2) Every regulation made by the Minister shall be published in the Gazerte and
shall come into operation on the date of such publication or on such later date as may
be specified in the regulation.

(3) Every regulation made by the Minister shall, as soon as it is convenient
after its publication in the Gazetre. be brought before Parliament for approval. Any
regulation which is not so approved shall be deemed to be rescinded as from the date
of such disapproval . but without prejudice to anything previously done thereunder.

(49) Notification of the date on which any regulation is deemed to be rescinded
shall be published in the Guzere.

§3. Without prejudice to (he generality of the powers conferred upon it by
section 13, the Council shall formulate the following rules as may be required from
time to time for the purpose of ensuring orderly and fair trading in securities and pro-
tection of investors interest—

{a) listing of sccuritics in a licensed stock exchange:

{h disclosures by dealers about share transactions, by persons who acquired or

disposed of sccurities and by a licensed stock exchange about security
transactions:

(¢) Proper maintenance of books, records, accounts and audits by licensed stock
dealers and licensed stock brokers and regular reporting by such licensed
stock dealers and licensed stock brokers to the council of their affairs.

54. The Companies Act, No. 17 of 1982 is hereby amended by the repeal of
secrions 220. 221, 222 and 223 of that Act.

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

“investor” means a person who invests in securities purchased or transacted
through a licensed stock broker of a licensed stock exchange;

“listed public company” means any public company which has its securities
listed or quoted on a licensed stock exchange ;

“listed securities” means securities of any listed public company;

“*Securities” means debentues, stocks and shares in a public company or corpora=
tion, funds or bonds of any government or of any body, corporate or un-
incorporate; including any right or option in respect thereof or any other
certificate or interest bought or sold on a stock exchange :

.
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“stock exchange” cams e marksi, sxchange or other place at which securitics
are reguiarly offered for sale, purchase or exchange, including any services
connected with such business ;

“stock broker” means any individual or body corporate engaged in the business
of buying or selling of securities on behalf of investiors in return for a Commis-
sion;

“stock dealer”” means any individual or body corporate engaged in the business
of buying or selling of securities or in the dealing or jobbing or trading of
securities. or the underwriting or retailing of securities.

SCHEDULE (Section 10)
PART |

Requirements and conditions Lo be satisfied for the purpose of granting a licence as a stock ex
exchange to a body corporate are as follows :—

(@) that the- applicant is-— “

(i) a public limited liability company incorporated under the Compaunies Act.
No. 17 of 1982; or

(i) an association registered as a company with limited liability under section 21 of
the Companies Act, No. 17 of 1982; :

(h) thatthe articles or associaton of the applicant company referred to in paragraph (a) de no
permit any distribution of profits to members ;

{¢) that the articles of association of the applicant company restricts the membership of the
stock exchange to brokers and dealers only ;

(4) thatatleast six members of the applicant company will carry on brokering business in secu-
rities independently of and in competition with each other and that at least four mem
bers have experience in brokering in securities during the last five years;

(e) that the applicant company is engaged solely in the business of operating a stock exchange |

(/) that the Board of Directors and the chief executive of the applicant company consists of
‘persons of business integrity ;

{2) that the Board of Directors of he applicant company consists of five members who are
individual stock brokers or stock dealers or nominees of any company licensed as a
stock broker or stock dealer elected by the general membership ;

(h) that the applicant company’: location and activities will cnable the creation of a
more orderly market for securities in Sri Lanka ;

(i) that the applicant company’s financial standing is satisfaciory ; and
(i) that the rules of applicant company make satisfactory provision—
(i) for admission of members ;

(i) for exclusion from membership of person who are not of good character and high
business integrity ;

(iii) for the expulsion, suspension or disciplining of members for conduct inconsistent
with ‘just and equitable principles in the transaction of business or for a
contravention of or failure to comply with rules of the stock exchange or the
provisions of this Act;
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Giv) for appoiniment of awihorized representatives and clerks;

tv) with respeci to the comiitions under which securities may be listed for trauw,;
in the nuirket

(vi) with respect to conditions under which listing of a particular sccurity may be
rcvoked

(vii) with respecr 1o the condiions governing dealings in securities by its members;

{vii) with respect 10 timely and accurate disclosure of all maierial information
required for investors to make informed investmeni decisions ;

(ix) with respestvo the protection of investors in securities from misrepresentation,
misleading tuformation, fraud, deceit and other adverse practices in the issue
and trading of securities and form the abuse of certain persons of privileged in-
formation not yct made available to the general public;

(x) with respect to prohibition of sgcurities market manipulation of anv form
including falsetrading, marketrigzing, &c. ;

(xi) for investigating irio trading in securivics and financial transactions of stoch
brokers and stock zalers for conducting surprise checks on the members :

ixii) for suspension of trading of any given security for the protection of investors or
for the conduct of orderly and fair trading

i) with respect 1o the conduct of securitics trading of stock brokers and stock dealers

and the manner in which information relating to transaction be maintained
and

(xiv) for ensuring that the customers’ funds are scagregated from other business of the
security brokers or dealers.

PART 1l (Section 17)

Terms und conditions to be complied with for the purpose of granting alicence as a stock
broker or stock dealer to 4 body corporate are—

ta) tharithe appiicant company is a member of a stock exchange licensed undr this Act;

thy ihat the applicant is & company incorporated under the Companies Act, No 17 of 1982;

te) i the Directors of the applicant company-—
ti)y have never been declared bankrupt;

tiiy have never been themselves, or been Directors of, a company that has been denied
a lizence as a stock-broker or stock dealer ; or

il have never been themselves or been Directors of, a company whose licence as

stock broker or stock dealer had been removed by the appropriate authoity ;

{} 1bhat at least one Dircctor and at least one emplo?ee who will be the chief employee of the
applicant company. is certified by a stock exchange licensed under the provisions of this
Act, as sufficiently trained in stock exchange operztions ; and

(¢) that the applicani company has lodged sccurity in such sum as may be determined by the
- Minister, having regard to the value of transactions that are likely to be carried on by

such applicant or an equivalent in bank guarantee with a stock exchange licensed under
the provisions of this Act.
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Part T (Section 18)

Terms and conditions to be complied with for the purpose of granting a licence as a stock
broker or a sock dealer to an individual are that the applicant—

(@) is a citizen of Sri Lanka :
(b) is a fit and proper person and is of sound financial standing ;

(¢) is a member of a stock exchange licensed under this Act and is certified by such stock
exchange as sufficiently trained in stock exchange operations ;

d) has lodged security in such sum as may be determined by the Minister, having regard to
the value of transactions that are likely to be carried on by such applicant or an equivalent
in bank guarantee with a stock exchange licensed under this Act; and

(@) has not been expelled or debarred from membership of any stock exchange licensed under
this Act.
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APPROPRIATION ACT, NO.351 OF 1987

{Certilied on 30th December, (987)

AN ACT TO PROVIDE FUR THL SERVICE OF THE FINANCIAL YEAR, 1988, 1O AUTHORIZE
THE RAISING O 1.0OaNS IN OR OUTSIDE SRI LANKA FOR THE PURPOSE OF
SUCH SERVICE, 10 MAKE FINANCIAL PROVISIONS IN RESPECT OF CERTAIN ACTI-
VITIES OF THE (GOVERNMENT DURING THAT FINANCIAL YEAR, TO ENABLE THE
PAYMENT. BY WAY OF ADVANCES OUT OF THE CONSOLIDATED FUND OR ANY
OFTHLER FUND OK MONEYS OF, OR AT THE DISPOSAL OF, THE GOVERNMENT, OF
MONLYS REQUIKED DURING THAT FINANCIAL YEAR FOR EXPENDITURE ON SUCH
ACTIVITIES. TO PROVIDE FOR THE REFUND OF SUCH MONEYS TO THE CONSOLI-
DATED FUND, AND TO MAKE PROVISIONS FOR MATTERS CONNECTED WITH,
OR INCIDENTAL TO, THE AFORESAID MATTERS.

1. This Act may be cited as the Appropriation Act, No. 51 of 1987.

2. (1) Without prejudice to any other law authorizing any expenditure,
the expenditurc of the Government , which it is estimated will be rupees sixty-three
thousand five hundred and seventy-three million six hundred and thirty-four thousand
for the service of the period beginning on January 1, 1988, and ending on December
31. 1988, in this Act referred to as the “financial year 1988”, shall be met—

(a) 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

(h) 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 thrity-seven
thousand one hundred and twenty million.

The sum of rupees sixty-three thousand five hundred and seventy-three million
six hundred and thirty-four thousand hereinbefore referred to may be expended as
specified in the First Schedule to this Act. '

. (2) The provisions of subsection (1) of this section shall have effect without pre-
judice to the provisions of any other written law authorizing the raising of loans for
and on behalf of the Government.

3. (1) The receipts of the Government during the financial year 1988, from
- each activity specified ir column 1 of the Second Schedule to this Act shall be credited
to the account of such activity, and the aggregate.of receipts so credited shall be not
less than the minimum Limit specified in the corresponding entry in‘column 11 of
that Schedule. The net surplus, if any, of such activity, shall be paid to the Consoli-

‘dated Fund before the expiry of six months after the close of the financial year, 1988. "

[
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(@) - ror tie purpose ot determining the net surplus under subsection (1), the
following charges shal' be set off againsi the revenue of each activity:—

() the working, establishment and other expenses of the activity whether paid
or accrued properly chargeable to the revenue of the activity; and

(h) provision to cover the depreciation of the movable and immovable property
of the activity. '

(3) The expenditure incurred by the Government, during the tinancial year 1988,
on each activity specified in column 1 of the Second Schedule to this Act 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 correspon-
ding entry in column [l of that Schedule.

(4) the debit balance, outstanding at the end of the financial year 1988, of any
activity specified in column I of the Second Schdule to this Act 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 1988, the receipts of the
Government from any activity specified in column 1 of the Second Schedule to this
Act are insufficient to meet the expenditure incurred by the Government on such
activity, the Minister 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 expendiuture specified in the corresponding entry in
column 11 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 may by Order
direct.

5. (1) Any moneys which, by virtue of the provisions of the First Schedule to
this Act, have been allocated to Recurrent Expenditure under any Programme
appearing under any Head specified in that Schedule, but have not been expended or
are noi likely to be expended, may be transferred to the allocation of Capital Expen-~
diture within that Programme, or to the allocation of Recurrent Expenditure ot
Capital Expenditure under any other Programme within that Head by order of the
Sceretary to the Treasury or any other officer authorized by him.

(2) No moneys allocated to Capitel Expenditure under any Programme appear-

-ing under any Head specified in the First Schedule to this Act shall be transferred out

of that allocation.
6. Where the Minister is satisfied—

(1) that receipts from taxes and other sources will be less than the amounts
anticipated to finance authorized expenditure ; or
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(2) that amouns originally appropriated for a particular purpose or purposes
are no longer required.

he may, with the approval of the Government, withdraw in whole, or in part, any
amounts previously released for expenditure under the authority of a warrant issued

by him from the Consolidated Fund or from any other fund or moneys of, or at the
disposal of, the Government.

7. The Minister with the approval of the Government, may, on or before
May 31. 1989, by Order, vary or alter—

(a) any of the maximum limits specified in column II, column IV and column V
of the Second Schedule to this Act:

(h) the minimum limits specified in column III of the Second Schedule to this
Act. '

No Order made under this section shall have effect unless it has been approved
by Parliament. by resolution.

* Any such Order shall, if so expressed therein, be deemed to have had effect from
such date prior to the date of making such Order as may be specified therein.

8. Parliament may, by resolution, amend the Second Schedule to this Act by
adding to the appropriate columns of that Schedule any activity and—

(a) all or any of the maximum limits relating to such act1v1ty ;

¢h) the minimum limit relating to such activity.
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