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DRAFT ORDINANCES.

MINUTE.
The following Draft of a proposed Ordinance is published for 

general information :— • ^
L .D .—0  67/39 ’ 1/3/37 (FSO)

A n  Ordinance to  provide for the exemption from  Customs duty 
of articles im ported or purchased for th e 'u s e  o f  His 
M ajesty’s Regular Naval, Military or A ir Forces in  Ceylon ,
and sold'- in  certain circumstances to  m em bers o f  the , , ,
Ceylon D efence F orce or o f the Ceylon Naval Volunteer 
Force.

B E  it enacted by  the G overnor o f  Ceylon, w ith  th e  a d v ic e , 
and consent o f  the State Council thereof, as fo llow s :— r

1. This O rdinance m ay  be cited  as the Stores for Volunteer 
Forces (E xem ption  from  Customs D uty) O rdinance, N o .
o f  1942.

2. A n  article w hich  has been exem pted from  im p ort du ty  
under section  22 (1) o f  the Customs Ordinance, or  in  repsect o f  
which a  rebate o f  im port d u ty  has been allow ed under section  
23 (1) o f  th at Ordinance, on the ground th at the article  has 
been im ported  or purchased for  the use o f  a n y  m ess or  canteen 
o f  His M ajesty ’s R egu lar N aval, M ilitary or A ir  F orces in 
Ceylon, shall n ot be deem ed to  have been used fo r  a n y  purpose 
other than  th e  purpose fo r  w hich  the article was im ported  or 
purchased and shall accord ingly  n ot be liable t o  o r  b e  charged 
w ith  im port du ty  under the proviso  to  the aforesaid  section 
23 (1), in  an y  ease where the article is sold or  supplied—

(a) to  an y  m em ber o f  the Ceylon D efence F orce  o r  o f  the
C eylon  N ava l V olunteer F orce w h o is  o f  the 
description  set out in the First Schedule, or t o ‘a  mess 
or  canteen m aintained b y  or fo r  th e  use o f  such 
m em bers o f  the Ceylon D efence F orce  or  o f  the 
C eylon  N a va l V olunteer F orce ; and

( b )  in  accordance w ith  th e  conditions, restrictions or
lim itations set ou t in  the Second Schedule an d  in  all 
o th er respects in  accordance w ith  such rules or 
schem es fo r  the a llocation  or rationing o f  such articles 
as m a y  be  applicable fo r  the tim e being to  th e  sale or 
su pply  o f  such articles to  m em bers o f  H is M ajesty ’s 
R egular N ava l, M ilitary or A ir F orces.

Short, title,.

Exemption 
from Customs 
duty.

Cap. 185.

3. T h e G overnor m ay  from  tim e to  tim e am end o r  v a ry  the 
F irst Schedule or the Second Schedule, in  an y  m anner he 
considers necessary, b y  Order published in  th e  G a z e t t e .

4. This O rdinance shall cease to  be in. operation  on  Buch 
date as m ay  be  appoin ted  b y  the G overnor b y  P rocla m a tion  
published in  the G a z e t t e .

Power to amend 
First Schedule 
or Second 
Schedule. 
Duration of 
Ordinance.

F I R S T  S C H E D U L E .

' 1. An officer, or  a soldier, or a follower duly  enrolled or
employed on  agreement, o f  any o f  the following" corps o f  the 
Ceylon Defence Force, who is on  full-time m ilitary d u ty  :__ ,

{a ) The Ceylon Garrison Artillery ;
(6) The Ceylon Engineers, exclusive o f  the personnel o f  the 

Railw ay Unit, the Post and Telegraph U nit, and the 
Electrical and Mechanical Company ;

(c) The Ceylon Light Infantry ;
(d ) Tire Ceylon Planters’ Rifle Corps ;
(e )  The Ceylon A rm y Service Corps ; „ ' -
( / )  The Ceylon Medical Corps.

7 7 7 ---------J. H . 5742-785 (10/42)
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2. A n  officer or rating o f the Ceylon Naval Volunteer Force on 
full-tim e Naval duty. ,

S E C O N D  S C H E D U L E .

1. Alcoholic liquor shall be supplied only for consumption at a 
mess or canteen.

2. Articles other than alcoholic liquor shall be sold only for 
use or consumption by the purchaser m  any camp, barracks or 
other quarters provided by the authorities o f  the Ceylon Defence 
Force or the Ceylon Naval Volunteer Force, as the case may be.

O b j e c t s  a n d  R e a s o n s .

1. The ob ject o f  this B ill is to  perm it m em bers o f  th e  
Ceylon Naval Volunteer Force and the Ceylon D efence F orce 
w ho are em ployed on full tim e N ava l or M ilitary du ty  to  
purchase from  the Expeditionary F orce  In stitu te  articles 
w hich are exem pt from  Ceylon Custom s duties.

2. I t  is considered that the privileges en joyed  b y  m em bers 
o f  H is M ajesty’s Regular Forces should, su b ject to  certain 
conditions, which are em bodied in  th is Bill, be  extended to  
members o f  the local forces w ho are n ow  serving side b y  side 
w ith Regular Troops.

H . J. H e x h a m ,
Colom bo, 28th October, 1942. F inancial Secretary.

MINUTE.
The following Draft of a proposed Ordinance is published for 

general information:—
L. D.—O 41/41 4/3/14 (FSO)

A n Ordinance to am end the In com e Tax Ordinance.
B E  it  enacted b y  the G overnor o f  Ceylon, w ith  the advice  

and consent o f  the State C ouncil thereof, as follow s
1. This Ordinance m ay  b e  c ited  as the Incom e T ax  

(Am endm ent) Ordinance, N o . o f  1942.
2. (1) Section  7 o f  the In com e T a x  Ordinance, (herein­

after referred to  as “  the principal Ordinance ” ), is hereby 
am ended, in  sub-section  (1), as follow s :—

( а )  b y  the insertion, im m ediately  after paragraph ( / )  o f  that 
sub-section , o f  the fo llow in g  new  paragraph :—
“  ( / / )  the profits an d  in com e derived, during any  

w ar in w hich  H is M ajesty  m ay be engaged, 
b y  the G overnm ent o f  any  part o f  H is 
M ajesty ’s dom inions or the G overnm ent 6 f 
an y  foreign pow er allied w ith  H is M ajesty  
in  the condu ct o f  an y  such war, from  any 
business carried on  b y  any  such G overnm ent 
as the ow ner or charterer o f  any  ship or air­
craft ; ”  ; and

(б) b y  the substitution, for  paragraph ( h h )  o f  that sub­
section, o f  the follow ing new  paragraph :—
“  ( h h )  the official em olum ents, and any incom e n ot

arising in or derived from  Ceylon, o f—
(i) members o f  any  o f  the regular or volunteer 

naval, m ilitary  or air forces o f  H is 
M ajesty, raised in  any part o f  H is 
M ajesty ’s dom inions other than Ceylon, 
w ho are serving in  Ceylon during an y  
war in  w hich  H is M ajesty  m ay  be

, e n g a g e d ;
(ii) mem bers o f  any  o f  the regular or volunteer 

naval, m ilitary  or air forces m aintained 
b y  an y  foreign  pow er allied w ith  H is 
M ajesty  in  th e  condu ct o f  any such 
w ar or b y  any  foreign authority  
specified b y  the G overnor by  notifica­
tion  published in the G a z e t t e  to  be a 
foreign  au th ority  associated w ith  H is 
M ajesty  in  the condu ct o f  an y  such

, w a r ;
(iii) persons em p loyed  in or  visiting Ceylon 

fo r  an y  purpose connected w ith  an y  
such war w h o are in  the service o f  the 
G overnm ent o f  any  part o f  H is 
M ajesty ’s dom inions other than Ceylon 
or the G overnm ent o f  any  such foreign 
pow er or w ho are in  the service o f  any  
such foreign  authority  ;

(2) T he am endm ent m ade in  section  7 (1) o f  the principal 
Ordinance b y  paragraph ( a )  o f  sub-section  (1) o f  this section  
shall be  deem ed to  have com e in to  force  on  the third d a y  o f  
Septem ber, nineteen hundred and thirty-nine.

Chapter 188. 
(Volume IV., 
page 609).

Short title.

Amendment of 
section 7 of 
Chapter 188.
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(3) T he am endm ent m ade in  section  7 (1) o f  the principal 
Ordinance b y  paragraph (6) o f  sub-section  (1) o f  this section 
shall be deem ed to  have com e in to  force  on  the first d a y  o f  
April, nineteen hundred and forty -on e , and, accordingly, the 
exem ption  granted b y  paragraph ( h h )  o f  the said section  7 (1) 
as so am ended shall a p p ly  to  all' assessments m ade in respect 
o f  the year o f  assessm ent com m encing on  the first d a y  o f  
A prd , nineteen hundred and forty -on e , and subsequent years 
o f  assessment.

3. (1) Section  45 o f  the principal Ordinance is h ereby  Amendment of 
am ended, in  paragraph (6) o f  sub-section  (4), b y  the sub- section 45 (4) 
stitution, for the w ords “  under sub-section  (6) or  sub-section  Ordvnanoe.Cipa
(7) ”  o f  the w ords “  under sub-section  (6) or sub-section  (7) 
or sub-section (7a ) ” .

(2) The am endm ent m ade in section 45 o f  the principal 
Ordinance b y  sub-section  (1) o f  this section shall be deem ed 
to  have com e in to force on  the first day  o f  April, 1942.

4. Section 52 -o f the principal Ordinance is h ereby  am ended 
b y  the substitution, fo r  sub-section (1) o f  that section, o f  the 
follow ing :—

“  (1) W here, in th e  case o f  a com pany controlled  b y  not 
m ore than five persons—

( а )  the assessable incom e o f  the com pany fo r  an y  year o f
assessment is com puted on  the profits o f  the 
com pany fo r  any year ending on  or  after the th irty - 
first day  o f  D ecem ber, nineteen hundred and 
forty-on e (hereinafter referred to  as the “  previous 
year ” ) ;  and

(б) an Assessor is satisfied that, in respect o f  the previous
year, the com panyshas m ade no distribution  ou t o f  
its profits to  its shareholders or has d istributed to  
its shareholders out o f  such profits an am ount 
w hich  is less than sixty  per centum  o f  the assessable 
incom e o f  the com pany for that year o f  assessment, 
after deducting from  such assessable incom e the 
am ount o f  incom e ta x  payable b y  the com pany  
in  respect o f  that year o f  assessment,

Amendment of 
section 52 of 
the principal 
Ordinance.

the Assessor m ay, subject as hereinafter provided , treat 
either the whole o f  such undistributed profits, or  a specified 
part thereof, as distributed in  the form  o f  dividends, i f  the 
Assessor is o f  opin ion  that the whole o f  such profits, or such 
specified part thereof, as the case m ay be, cou ld  have been 
distributed in  the form  o f  dividends w ith ou t detrim ent 
to  the com pany ’ s existing business, an d  the persons 
concerned shall be assessable accordingly :

Provided that n o  action  under this sub-section  shall be 
taken b y  an  Assessor in  the case o f  an y  such com pany 
until the expiration  o f  a period o f  n ot less th an  three m onths 
after the da te  on  which the accounts o f  th e  com p a n y  for 
the previous year have been laid before th e  com p a n y  in 
general m e e t in g :

Provided, further, that where one o f  th e  shareholders 
o f  any such com pan y  is another com pany, an y  am ount 
required by  the preceding provisions o f  this sub-section  
to  be treated as having been distributed in  the form  o f  
dividends to  such other com pany  shall, fo r  the purposes 
o f  the application  o f  such provisions to  such other com pany, 
be deem ed to  be profits o f  such other com pan y  and to  form  
part o f  the assessable incom e o f  such other com p a n y .” .

O b j e c t s  a n d  R e a s o n s .

The o b je ct o f  Clause 2 (1) o f  this Bill is t o  extend th e  exem p­
tions from  incom e ta x  granted under section 7 o f  the In com e 
T a x  Ordinance (Chapter 188) to  certain special cases which 
have arisen as a result o f  the war.

The G overnm ents o f  the U nited States o f  A m erica  and 
other allied pow ers, as well as o f  certain Em pire countries, 
have adopted  the practice o f  acquiring o r  chartering ships 
and running them  on  G overnm ent accoun t. T h e profits 
m ade b y  these G overnm ents from  the business o f  ow ner or 
charterer o f  ships or  aircraft are liable to  in com e ta x  in  the 
absence o f  a special exem ption . In  view  o f  th e  fa c t  th a t this 
business has been undertaken b y  the various G overnm ents 
to  further th e  efficient prosecution  o f  the w ar and th e  m ainte­
nance o f  essential supplies and services, it is desired to  exem pt 
any  profits o f  the business from  incom e ta x , an d  Clause 2 
(1) ( a )  o f  th e  B ill is designed to  achieve th is o b je c t . T he 
exem ption  w ill operate retrospectively  from  3rd Septem ber, 
1939, and continue fo r  the duration  o f  the w ar.

Clause 2  (1) (6) o f  the B ill grants exem p tion  fro m  incom e 
ta x  to  the official em olum ents, as well as th e  p rivate  incom e 
derived from  any place outside Ceylon, o f  a ll m em bers o f  the 
regular or  volunteer forces of. H is M ajesty , raised, i n , any



part o f  th e  B ritish  E m pire o th er  th an  Ceylon,, all m em bers 
o f  th e  regular, or  volun teer forces  o f  a  foreign a llied 'pow er, 
and aU persons em ployed in  C ey lon  fo r  purposes connected 
w ith  th e 'w a r  w hb are in  th e  serv iee  o f  the G overnm ent o f  
an y  part o f  th e  Em pire othei; th a n  C ey lon  or  the G overnm ent 
o f  an y  foreign  allied pow er. T h is ex em p tion  is, b y  Clause 2
(3),-m ade operative from  1st A p ril, 1941.

2. U nder section  52 (1) o f  th e  principal Ordinance the 
u ndistributed profits o f  a n y  co m p a n y  controlled  b y  not m ore 
than  five  persons can, fo r  th e  pu rpose  o f  com pu tin g  incom e ta x ,

* • be treated  as d istributed  in  th e  fo rm  o f  d ividends on ly  where 
an Assessor is satisfied th a t th e  n on -d istribution  was with a 
v iew  to  the avoidance o r  red u ction  o f  ta x . H ow ever large 
the undistributed profits o f  such  a  com pa n y  m ay  be, it m ay  
be difficult to  establish th a t the persons responsible for  the 

. n on-d istribution  acted w ith  a  v iew  to  avoid ing  paym ent o f  
ta x  and n ot m istakenly in  th e  genuine belie f that a larger 

- d istribution  o f  the profits w ou ld  h ave  been  to  the detrim ent 
o f  th e  co m p a n y ’s business. T h e o b je c t  o f  Clause 4  is to  
am end the law  so as to  p rov id e  th a t  where such a com pany 
distributes less th an  sixty  per centum  o f  its assessable incom e, 
after deducting the am ount o f  ta x  pa id  b y  the com pany, 
the Assessor m a y  treat as d istribu ted  in  the form  o f  dividends 
either the w hole o f  the undistributed  profits, or such part o f  - 
such profits as, in  the op in ion  o f  th e  Assessor, could  have been 
so d istributed w ithout detrim ent to  th e  com p a n y ’s business.

3. ' Clause 3 effects a m inor am endm ent in  section 45 (4) 
o f  th e  principal Ordinance necessitated b y  the am endm ent 
m ade in  section  20 o f  th a t O rdinance b y  the Incom e T a x  
(Am endm ent) Ordinance, N o. 12 o f  1942.

°  H . J . H ttxham,
C olom bo, 28th O ctober, 1942. F inancial Secretary.
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