
The Finance Act No. 35 of 2018 has been
enacted consequent to the respective
proposals made in the Budget 2018, to
provide for the amending of certain levies,
taxes or fees imposed under respective
Finance Acts, and for the imposition of certain
new levies, taxes or fees.

Further to our Tax Alert dated 17 August
2018, an outline of the final position of such
provisions, incorporating amendments moved
at the time of enacting the Bill, are given in
this document.
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Tax Alert

This material was prepared to
present time-sensitive
information affecting our clients.
Hence, it has been prepared for
general informational purposes
only and is not intended to be
relied upon as accounting, tax, or
other professional advice.

Contact details

If you would like to know more
about these developments and
how they may affect your
business, please contact one of
the EY tax professionals based
in the locations listed below.

Colombo + 94 11 2463500
Kandy + 94 81 2232056
Galle + 94 91 2242487



Telecom Sector

2. Cellular Tower Levy (CTL)

An annual levy of LKR. 200,000/- per tower shall
be levied per annum from every mobile telephone
operator who owns and uses a cellular tower, and
uses a cellular tower, with effect from January 1,
2019.

Where a cellular tower is used by multiple
operators, the levy shall be paid in equal shares.

The levy is payable in 4 installments to the
Telecommunications Regulatory Commission
(TRC) within 15 days from the end of each quarter
of the calendar year.

q “Mobile Telephone Operator” means: an
operator licensed under section 17 of the Sri
Lanka Telecommunications Act, No. 25 of
1991.

q “Cellular Tower” means: a cellular telephone
site where antennae and electronic
communication equipment are placed.

3. SMS Advertising Levy (SMS-AL)

A levy of 25 cents for each SMS sent as bulk
advertisements will be imposed with effect from
January 1, 2019.

The Levy imposed shall be paid by the Advertiser
and hence, the service provider is in a position to
recover the levy from the Advertiser.

Finance Sector

1. Debt Repayment Levy (DRL)

The Act provides for the imposition of Debt
Repayment Levy (DRL) based on the Value
Addition computed for VAT on Financial Services
(VAT on FS) by Banks or Financial Institutions.

The Act imposes this levy in the following manner;

q Liable Persons: a licensed commercial bank or
a licensed specialized bank within the meaning
of the Banking Act, No. 30 of 1988 and a
finance company licensed under the Finance
Business Act, No. 42 of 2011.

q Collection Authority: The Commissioner
General of Inland Revenue.

q Value Base: Value addition computed for the
purpose of VAT on FS in accordance with the
Value Added Tax Act, No. 14 of 2002, before
deducting VAT on FS, NBT on FS and DRL.
Hence, the value base on which DRL is imposed
is higher than the value base for imposing VAT
on FS and NBT on FS.

q Rate: 7% on value base

q Applicability: For the period from October 1,
2018 to December 31, 2021.

q Payment Due Date: Payment should be made
on or before the 20th day of the month
succeeding the relevant month, with the value
addition statement.

q Return Due Date: A Return (as specified by
the Commissioner- General of Inland Revenue)
should be furnished within a period of 6
months from the end of the financial year.

q Exemptions: The Minister is empowered to
exempt any transaction by order published in
the Gazette Notification.

q Penalty, assessment, recovery, appeal
procedure: Based on the relevant provision of
the Inland Revenue Act, No. 24 of 2017
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Hotel Sector

4. Tourism Development Levy (TDL)

A Tourism Development Levy (TDL) of 0.5% shall
be charged on every licensed Institution with
turnover less than LKR. 3Mn per quarter
effective from January 01, 2019.

The Institutions licensed under the Tourist
Development Act and Tourism Act with turnover
less than LKR. 3Mn per quarter or LKR. 12Mn per
year were excluded from TDL liability.

With effect from 01 January 2019, licensed
Institutions with turnover less than LKR 3mn per
quarter or LKR 12mn per year shall be charged at
0.5 % of the turnover.

On all licensed institutions with turnover greater
than LKR 3Mn per quarter or LKR 12Mn per
annum, the levy will continue to be at 1% of the
turnover.

However, the levy shall not be charged on the
commission received from the sale of air tickets
by travel agents.

Company Registration

5. Annual Company Registration levy
(ACRL)

A levy termed as “Annual Company Registration
levy” has been imposed for the year commencing
on January 1, 2016 and ending on December 31,
2016, on all companies incorporated or registered
prior to January 1, 2016 under the Companies
Act No 07 of 2007. Hence, this is a one-off
payment for 2016.

The Levy shall be paid as specified for each
category as follows:
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EY | Assurance | Tax | Transactions | Advisory

About EY
EY is a global leader in assurance, tax, transaction and
advisory services. The insights and quality services we
deliver help build trust and confidence in the capital
markets and in economies the world over. We develop
outstanding leaders who team to deliver on our promises to
all of our stakeholders. In so doing, we play a critical role in
building a better working world for our people, for our
clients and for our communities.

EY refers to the global organization, and may refer to one
or more, of the member firms of Ernst & Young Global
Limited, each of which is a separate legal entity. Ernst &
Young Global Limited, a UK company limited by guarantee,
does not provide services to clients.

For more information about our organization, please visit
ey.com.

About EY’s Tax Services
Your business will prosper as you build it on a strong
foundation and grow it in a sustainable way. At EY, we
believe that managing your tax obligations responsibly and
proactively can make a critical difference. Our global teams
of talented people bring you technical knowledge, business
experience and consistency, all built on our unwavering
commitment to quality service — wherever you are and
whatever tax services you need.

We create highly networked teams that can advise on
planning, compliance and reporting and help you maintain
constructive tax authority relationships — wherever you
operate. Our technical networks across the globe can work
with you to reduce inefficiencies, mitigate risk and improve
opportunity. Our 38,000 tax professionals, in more than
140 countries, are committed to giving you the quality,
consistency and customization you need to support your
tax function.Category of Company Rate (Per annum)

Private Company LKR. 30,000/-

Listed Public Company LKR. 1,500,000/-

Any other Company LKR. 250,000/-

The levy shall be collected by the Registrar of
Companies from every relevant company, on or
before December 31, 2019 and remitted to the
Consolidated Fund.

However, any company which has been
incorporated during the period commencing on
January 1, 2016 and ending on December 31,
2016 shall not be liable to pay the above levy.

Further, offshore companies and companies
limited by guarantee are excluded from the above
levy.


