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BEFORE:

Hon. Buwaneka Aluwihare, PC - Judge of the Supreme Court

Hon. Murdu N. B. Fernando, PC - Judge of the Supreme Court

Hon. Janak De Silva - Judge of the Supreme Court

The Court assembled for hearings at 9.30 a.m. on 3l-st October and 3'd November,

2022.

A Billtitled "lnland Revenue (Amendment), a Bill to amend the lnland Revenue Act

No.24of 2017" (Bill) waspublishedasaSupplementtoPartll oftheGazette of 7th

October 2022, and placed on the Order Paper of Parliament on 21st Octob er 2022

in accordance with Article 78(t) of the Constitution.

The jurisdiction of Court to determine the constitutionality of the Bill has been

invoked by the Petitioners in terms of Article 121(1) of the Constitution. Court

heard all the Petitioners, lntervenient Petitioners and the Hon. Attorney-General.

Jurisdiction of Court

This Court is exercising the jurisdiction vested on it in terms of Article 120 of the

Constitution which requires it to determine whether the Bill in its entirety or any of

its provisions is inconsistent with the Constitution. When a primary determination

is made as provided in Article 123(1) as to any inconsistency with the Constitution,

the consequential determinations the Court is required to make are specified in

Article 123(21 which reads :

"(2) Where the Supreme Court determines thqt the Bill or ony provision

thereof is inconsistent with the Constitution, it sholl olso state -

(o) whether such Bill is required to comply with the provisions of parographs

(1-) ond (2) of Article 82; or
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(b) whether such Bill or ony provision thereof may only be possed by the

speciol mojority required under the provisions of porograph (2) of Article 84;

or

(c) whether such Bill or any provision thereof requires to be possed by the

speciol majority required under the provisions of parogroph (2) of Article 84

ond opproved by the People ot o Referendum by virtue of the provisions of

Article 83,

ond moy specify the noture of the amendments which would moke the Bill or

such provision cease to be inconsistent."

Svnopsis of the Bill

The Bill contains 42 clauses that fall into two broad categories. First, it is aimed at

correcting numerous typographical and other errors in the lnland Revenue Act No.

24 of 20L7 (Principal Enactment). These errors range from errors in the Sinhalese

text to clarification of ambiguous provisions and are not contested by the

Petitioners. The second category of provisions of the Bill is intended to amend

several provisions of the Principal Enactment with a view to increasing the tax base

and increasing tax revenue. They are also aimed at eliminating several exemptions

and allowances provided for in the Principal Enactment. These changes are being

challenged by the Petitioners.

At the outset, the learned DSG informed Court that several clauses of the Bill will

not be proceeded with whilst certain changes will be made by way of Committee

Stage Amendments. They are as follows:

1.. Clause 9 amends Section 46(5)(c) of the Principal Enactment. This

amendment deals with the issue of transfer of assets between "associates"

and provides that after L't April, 2021. an additional condition will apply. The

additional condition is that the person to whom the asset is transferred

should have a tax rate less than or equal to the tax rate applicable to the
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2.

transferor. The rationale for this CIause is that the benefit under the section

cannot accrue in respect of a transfer of an asset made to an "associate" who

is subjectto a lessertax rate and therebycreate a situation where assets are

transferred between associates to evade taxes. By inadvertence this Clause

has stated that the tax rate should be "not Iess than" instead of "less than

or equalto". Accordingly, a Committee Stage Amendment is being moved

to correct this typographical error.

Clause 15 amends Section B3(3)(14) of the Principal Enactment mandating

the deduction of Advance Personal lncome Tax (formerly known as PAYE)

with effect from the date of enactment. PAYE was mandatory under the

principal enactment (and previous tax Acts); however, it was made optional

after the 2021, Amendment. Committee Stage Amendments are made to

this Clause to reflect the fact that the relevant date would be 1't December,

2022.

Clause 16 amends Section 84A(1A) of the Principal Enactment by providing

the necessary cross-reference for the Advance Personal lncome Tax rate.

Committee Stage Amendments are made to this Clause to reflect the fact

that the relevant date would be 1't December,2O22.

Clause 17 amends Section 85(18) and (1C) of the Principal Enactment and

seeks to re-introduce withholding taxes on service fees. Committee Stage

Amendments are made to this Clause to reflect the fact that the relevant

date would be 1't December,2O22.

Clause 19 amends Section 88(14) of the Principal Enactment and

reintroduces dividends paid by a resident company to a resident person as a

final withholding payment. The importance of a final withholding payment

is that no further tax will be payable at the end of the year of assessment in

respect of the source of income where there has been a final withholding.

3.

4.

5.
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6.

Committee Stage Amendments are made to this Clause to reflect the fact

that the relevant date would be 1't December,2022.

Clause 21 amends Section 92A of the Principal Enactment. The proposed

amendment seeks to provide for situations where an estimate of the tax

payable may be determined by the Department of lnland Revenue. This

Clause will not be proceeded with and a Committee Stage Amendment will

be moved in this regard.

Clause 29 of the Bill amends Section 139 of the Principal Enactment whereby

the time to request administrative review has been limited to 1,4 business

days, with effect from 1't April 2023, and the time given to the Commissioner

General has also been reduced. Clause 29 will not be proceeded with and a

Committee Stage Amendment will be moved in this regard.

Clause 33 amends section L79(l) and (a) of the Principal Enactment, and

provides for the penalty to be imposed for delayed payment even if an

extension has been granted, if an appeal is pending. The rationale for this

provision is that a taxpayer who obtains an extension and then utilises the

appeal provisions would be liable for a penalty if such person delays to make

the payment by the due date. This Clause will not be proceeded with and

a Committee Stage Amendment will be moved in this regard.

Clause 36 amends the First Schedule to the Principal Enactment on the

applicable tax rates and periods. Committee Stage Amendments will be

moved so that the personal income tax rates are effective from 1't

December, 2022. This would necessitate a change not just simply the

dates, but the relevant tables as well.

7.

B.

9.
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10. Clause 39(2) and (3) amend paragraph (ZXa) and (f) of the Fifth Scheduleto

the Principal Enactment. Committee Stage Amendments will be made to

Clause 39(2) to reflect the personal income tax-free threshold being

adjusted to 1't December,2O22 instead of 1't October, 2022.

11. CIause 41 makes provision to facilitate two different tax rates during the year

of assessment commencing on 1't April 2022 (in view of a change of rates

occurring in the middle of the year of assessment). Committee Stage

Amendments will be made to reflect the date change to 1't December,

2022.

ln view of the amendments to be made at the Committee Stage as indicated, some

of the grounds on which the Bill and its provisions was sought to be impugned by

the Petitioners was not proceeded with. Nevertheless, the provisions regarding the

increase in the tax rate, the minimum tax bracket and the elimination of several

allowable deductions are at the forefront of the Petitioners' concerns.

Policv Justification

The learned DSG sought to explain the justification for the tax policy changes

reflected in the Bill by reference to several Cabinet decisions and the Annual Report

of the Ministry of Finance, Economic Stabilisation and National Policies 202L.

A Cabinet Memorandum dated 28th Mry, 2022 was submitted for revenue

mobilization to address deteriorating economic conditions and ensure economic

stability. Numerous tax policy changes were contemplated and sought to be placed

before the Cabinet of Ministers, including an immediate revision of Personal

lncome Tax Rates effective from l-'t October,2022 the reimposition of withholding

tax, and an increase in the Corporate lncome Tax rates. This was approved by

Cabinet and follow up actions taken as required by law to present the Bill to

Parliament.
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The proposed changes contained in the Bill has been approved by the Cabinet of

Ministers based on Cabinet Memoranda dated l-1th March2}22,28th May 2022,5th

September 2022 and 3'd October 2022.

ln these Cabinet Memoranda, the present economic situation and its causes have

been explained as follows:

(a) The low tax regime introduced in late 20tg is "now being looked as

policies that led to a significant loss of government revenue".

(b) The revenue to GDP ratio has fallen from 12.7% in 2019 to 8J% in 2O2I

(inclusive of loss of revenue due to the COVID-19 pandemic).

(c) the Budget Deficit has risen from 9.6% in 2019 to 12.2% in 2021,.

(d) The Government debt to GDP ratio has increased from 86.9% in 2019 to

L04.6% in 202L.

(e) The fiscal imbalance has significant adverse spillover effects over the

economy.

(f) At present, the situation has aggravated to a very critical level where the

General Treasury has to increasingly obtain Central Bank financing to

make government expenditures, including a substantial part of interest,

salaries, pensions and Samurdhi payments etc.

(g) This is clearly unsustainable and hence the need of a strong fiscal

consolidation plan.

(h) During the technical negotiations, the lnternational Monetary Fund (lMF)

has remarked that Sri Lanka requires more aggressive revenue measures

to reach anticipated revenue targets in addition to the reforms

announced.
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The Capacity Development Mission of the IMF fielded during 6-17 June,

2022 recommended several policy reforms to structurally raise revenue.

This has been further endorsed by the IMF Staff Level Agreement reached

on 1't September,2022 to support Sri Lanka's comprehensive economic

reform programme with a 48-month arrangement under the Extended

Fund Facility of about USS 2.9 Billion.

(k) The programme aims to reach a primary surplus of 2.3% of GDP by 2025

by making personal income tax more progressive and broadening the tax

base for corporate income tax and VAT.

A detailed assessment of the economic condition highlighting both external and

internal factors and the fiscal consolidation policy measures that needs to be made

to address the unprecedented economic crisis is outlined in the Annual Report of

the Ministry of Finance, Economic Stabilisation and National Policies 2021. Some of

the important excerpts are:

'Whilst the pondemic induced o significant fiscol shock, the fiscol position

wos weak even prior to this event. ln lote 20L9, the Government introduced

extraordinary tox revisions through tox rote cuts ond narrowing tax boses of

core toxes such os Corporote ond Personal lncome Toxes ond Volue Added

Tox (VAT). Severol tax exemptions, concessions, ond deductions were also

introduced os a part of this tox policy pockoge. Although these extroordinory

revisions were made in order to stimulote o flagging economy, the revenue

foregone due to the tox cuts combined with the impact of the pandemic is

estimoted to be more thon Rs. 500 billion or j.3 percent of GDP in 2O20."

"The deterioration of the fiscol position, among other factors, resulted in the

downgrode of the sovereign credit roting to near defoult levels. The roting

octions restricted Sri Lonka's access to international capitol markets."

(i)

U)
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"Government revenue as a percentage of GDP significantly declined to single-

digit levels of 9.1 percent in 2020 ond further to 8.7 percent in 2021, which is

historicolly low qnd far below the averoge of 24.5 percent in emerging and

developing Asio. Sri Lanka's tax to GDP rotio was amongst the lowest in the

world even before the pondemic, qnd the 2019 tox cuts have pushed Sri Lanko

even further towords the bottom. The low tox regime introduced in lqte 20L9,

the imposition of import restrictions to cushion the pressure from the

externol sector, combined with o decelerotion of economic octivity due to the

pandemic, resulted in o dismol performance of the mobilizotion of

government revenue in 2021. Moreover, the tax base olso narrowed in 2020

ond 2021, largely due to policy chonges in Volue Added Tox (VAT), income

tox thresholds ond removol of mondotory Pay-As-You-Eorn (PAYE) ond

Withholding Tox (WHT). The totol number of registered corporote and non-

corporote income toxpayers declined by 72.8 percent to 409,814 by end 202L

from 1,505,552 in 2019. With the revision of PAYE, the number of PAYE

taxpoyers shorply declined by 97.2 percent to j2,702 in 2021from 1,149,883

in 2019."

"Recurrent expenditure olone wos oround two times of government revenue

in 2021, indicating the lock of sufficient revenue to meet even operotionol

spending requirements of the Government."

"The Government introduced o low tax regime in end 2019 with significont

reduction in tox rotes, reduced tox bose, ond o rqnge of exemptions ond other

concessions. Although this provided immediate relief to businesses and the

generol public, this resulted in q sharp reduction of government revenue with

odverse fiscol ond mocroeconomic outcomes as observed thereofter."
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"ln 2021, government revenue collection was unprecedentedly chollenged by

the impact of COVID-L9 pondemic on the economy combined with the

extraordinory tax cuts in late 2019. Government revenue sharply declined in

2020 ond 202L both in nominol terms ond os o percentage of GDP. The

revenue mobilized in 2021- was much similar to the revenue collected in 20X.5

due to tox bose erosion, significont rote cuts in lote 2019 ond the pondemic

induced meosures. ln nominal terms, the total revenue including gronts

increosed moderately by 6.6 percenf fo Rs. L,463.8 billion in 2021 from Rs.

1-,37i.3 billion in 2020. Total revenue os o percentage of GDP fell shorply ot

its lowest to 8.7 percent in 2021 which is well below 24.5 percent of GDP in

the emerging ond developing Asio."

"Despite the lorge revenue shortfoll recorded in 2020, the Government

further introduced o plethora of tox holidoys, tax concessions ond deductions

ond tox exemptions in 2021- deroiling the announced fiscol consolidotion

efforts."

"The low tox regime together with the impact of the pondemic on revenue

mobilization led to o significont decline in income tox revenue by j7.3 percent

or Rs. 159.5 billion to Rs. 268.2 billion in 2020, in nominol terms, from Rs.

427.7 billion in 2019. This morked o decline in income tqx revenue to GDP

ratio to 1.8 percent in 2020 from 2.9 percent in 2019."

Accordingly, it appears that the tax policy changes introduced by the Bill is aimed

largely at correcting the imbalances created by the tax rate cuts and incentives

granted in 2019 and 2O2O.

Scope of Examination

The principle that, in tax matters, the legislator is the best judge and must benefit

from greater freedom of classification has been adopted in many courts.
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ln San Antonio School District v. Rodriaues U9l3l411 US I (quoted with approval

in G.K. Krishnan vState of Tamil Nadu A.l.R. 1975 SC 583 at page 592) itwas held:

"Thus, we stond on familiar ground when we continue to acknowledge thot

the lustices of this court lack both the expertise qnd the familiarity with

local problems so necessary to the moking of wise decisions with respect to

the rqising and disposition of public revenues. Yet, we ore urged to direct

the Stotes either to alter drasticolly the present system or to throw out the

property tox oltogether in fovour of some other form of taxotion. No scheme

of taxotion, whether the tax is imposed on property, income, or purchqses

of goods and services, hqs yet been devised which is free of oll

discriminqtory impoct. ln such o complex qrena in which no perfect

olternqtives exist, the Court does well not to impose too rigorous stqndqrd

of scrutiny lest oll locol fiscol schemes become subjects of criticism under

the Equal Protection Clause." (Emphasis added)

P.M. Ashwothqnqrqvqnq Settv v. Stote of Kqrnqtqkq (A.l.R. 1989 SC 100 at page

118) it was held:

"Though other legislative meosures deoling with economic regulation ore not

outside Art. 14, it is well recognised thqt the Stote enjoys the widest latitude

where meosures of economic regulotions ore concerned. These meosures for

fiscal ond economic regulotions involve on evaluotion of diverse ond quite

often conflicting economic criteriq ond odjustment ond bolqncing of vorious

conflicting social ond economic volues and interests. lt is for the Stqte to

decide what economic qnd sociol policy it should pursue and what

discriminations advance those speciol ond economic policies. ln view of the

inherent complexity of these fiscol odjustments, Courts give o lorger

discretion to the Legisloture in the motter of its preferences of economic ond
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ln, The Secretqrv to the Government of Mqdras & Anr. vs. P.R. Sriramulu & Anr.

(A.l.R. 1996 SC 676), the Supreme Court of lndia observed:

sociol policies and effectuate the chosen system in oll possible ond

rea sono b le woys."(Emphasis added )

"lt is qlso well settled thqt lack of perfection in q legislotive meqsure does

not necessarily imply its constitutionolity qs no economic meqsure hqs so

far been discovered which is free from qll discriminotory impoct and that in

such a complex qrea in which no fool proof device exists, the Court should

be slow in imposing strict ond rigorous standqrd of scrutiny by reoson of

which all localfiscql schemes mqy be subjected to criticism under the equal

protection clq use." (Emphasis added)

ln lncome Tqx Officer, Shillonq ond Another. vs. N. Tqkim Roy Rvmbqi(A.l.R. 1976

SC 670 at page 674) the Supreme Court of lndia held that:

"While it is true thqt o toxotion low connot claim immunity from the equolity

clause in Article 1-4 of the Constitution, ond has to poss, like ony other low,

the equolity test of thot Article, it must be remembered thot the Stote has, in

view of the intrinsic complexity of fiscol odjustments of diverse elements, o

considerobly wide discretion in the motter of clossificotion for toxotion

purposes. Given legislative competence, the legisloture has ample freedom

to select ond clqssify persons, districts, goods, properties, incomes ond

objects it would not tax. So long as the classificotion is made within this wide

flexible ronge by o toxing stotute does not tronsgress the fundomentol

principles underlying the doctrine of equality, it is not vulneroble on the

ground of discriminotion merely because it toxes or exempts from tox some

incomes or objects ond not others. Nor the mere fact that a tox falls more

heovily on some in the sdme category, is by itself a ground to render lqw

involid." (Emphasis added)
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This has always been a long-standing principle in our courts. A review of the

jurisprudence establishes that the Court has established the following criteria for

considering the constitutionality of tax legislation:

(a) ln terms of Article !48 of the Constitution, Parliament has full control over

public finance and one of the vital components of such control is the

control of the sources of finance i.e. imposition of taxes, levies and rates.

lAppropriation Bill (Decisions of the Supreme Court on Parliamentary Bills

(2007-2009), Vol. lX, 44 at page 45, Appropriation Bill (Decisions of the

Supreme Court on Parliamentary Bills (2010-2012), Vol. X, 109 at pages 110,

113), Betting and Gaming Levv (Amendment) Bil! (Decisions of the Supreme

Court on Parliamentary Bills (2013), Vol. Xl, 23 at pages 26-27), Strategic

Development Proiects (Amendmentl Bill (Decisions of the Supreme Court

on Parliamentary Bills (2013), Vol. Xl, 33 at page 34), Notaries (Amendment)

Bill (Decisions of the Supreme Court on Parliamentary Bills (2013), Vol. Xl, 4!

at page 42), Powers of Attorney (Amendmentl Bil! (Decisions of the

Supreme Court on Parliamentary Bills (2013), Vol. Xl, 49 at page 50),

Registration of Documents (Amendment) Bill (Decisions of the Supreme

Court on Parliamentary Bills (2013), Vol. X|,57 at page 58), Nation Buildine

Tax (Amendmentl Bill (Decisions of the Supreme Court on Parliamentary

Bills (2013), Vol. Xl, 73 at page 75), Appropriation Bill (Decisions of the

Supreme Court on Parliamentary Bills (2013), Vol. Xl, 101 at page 109), Fiscal

Manaeement (Responsibilitv) (Amendment) Bill (Decisions of the Supreme

Court on Parliamentary Bills (2016-2017), Vol. Xlll, 53 at page 55)l

(b)The Legislature enjoys a wide discretion in formulating policy on economic

matters of the country. The Supreme Court has always confined the

scrutiny of any Bill strictly in accordance with the jurisdiction conferred by

Articles L2L and 1-23 of the Constitution. The policy making power is left to

the authorities in whom it is vested by law. The Supreme Court has been
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reluctant to intervene in matters of policy unless such policy is found to be

manifestly un reasonable.

IForeien Exchange Bill (Decisions of the Supreme Court on Parliamentary

Bills (2016-2017), Vol. Xlll, 8B at page 95)1.

(c) ln fiscal legislation, it is a matter for the Legislature to decide what

considerations relating to the amelioration of hardship or to the interests

of the economic progress of the people should be given effect to. ln

taxation matters, the Legislature has the greatest freedom of classification

to determine which category or class of persons who should be granted

concessions or not.

IFinance (Amendment) Act of 1978 [Decisions of the Constitutional Court of

Sri Lanka (Volume Vl) 1978, lnland Revenue (Amendment) Bill (Decisions of

the Supreme Court on Parliamentary Bills (1978-1983), Vol. l, 99 at page

100), lnland Revenue (Amendment) Bill (Decisions of the Supreme Court on

Parliamentary Bills (1991-2003), Vol. VIl, 105 at pages L06-107), Finance Bill

(Decisions of the Supreme Court on Parliamentary Bills (2004-2006),Vol. Vlll,

32 at page 33), Value Added Tax (Amendment) Bill, (Decisions of the

Supreme Court on Parliamentary Bills (2004-2006), Vol. Vlll, 47 at page 50),

Default Taxes (Special Provisionsl Bill (Decisions of the Supreme Court on

Parliamentary Bills (2007-2009), Vol. lX, 63 at page 64), Betting and Gaming

Levy (Amendment) Bill (Decisions of the Supreme Court on Parliamentary

Bills (2013), Vol. Xl, 23 at page 29), Stratesic Development Proiects

(Amendment) Bill (Decisions of the Supreme Court on Parliamentary Bills

(2013), Vol. Xl, 33 at page 37,38), Notaries (Amendment) Bill (Decisions of

the Supreme Court on Parliamentary Bills (2013), Vol. Xl, 4l at page 46),

Powers of Attornev (Amendmentl Bill (Decisions of the Supreme Court on

Parliamentary Bills (2013), Vol. Xl, 49 at page 53, 54), lnland Revenue

(Amendment) Bill (Decisions of the Supreme Court on Parliamentary Bills

Page 18 of 52



(2013), Vol. Xl, 69 at page 70), Nation Buildins Tax (Amendment) Bill

(Decisions of the Supreme Court on Parliamentary Bills (2013), Vol. Xl, 73 at

page 79), Fiscal Management (Responsibilitv) (Amendment) Bill (Decisions

of the Supreme Court on Parliamentary Bills (2016-2017), Vol. Xlll, 53 at page

54), Nation Building Tax (Amendment) Bill (Decisions of the Supreme Court

on Parliamentary Bills (2016-2017), Vol. Xlll, 65, 66), Value Added Tax

(Amendment) Bill (Decisions of the Supreme Court on Parliarnentary Bills

(2OL6-2017),Vol.Xlll,76 at page 76), Foreign Exchange Bill (Decisions of the

Supreme Court on Parliamentary Bills (2016-2017), Vol. Xlll, 88 at page 95),

lnland Revenue Bill (Decisions of the Supreme Court on Parliamentary Bills

(201-6-2017),Vol. Xlll, 105 at page 107),lnland Revenue (Amendment) Bill

(S.C.S.D. Nos. 1-3l202L), Surcharse Tax Bill (S.C. (SD) 19-21./2022 and 23-

2s/2022)1.

(d) Decisions based on economic considerations must largely be left to the

Legislature in view of the inherent complexity of fiscal adjustment of

diverse elements that requires to be made.

[lnland Revenue (Amendment) Bill (Decisions of the Supreme Court on

Parliamentary Bills (1978-1-983), Vol. l, 99 at page L00), Default Taxes

(Special Provisionsl Bill (Decisions of the Supreme Court on Parliamentary

Bills (2007-2009), Vol. lX, 63 at page 64), Inland Revenue Bill (Decisions of

the Supreme Court on Parliamentary Bills (2016-2017), Vol. Xlll, 105 at page

107), lnland Revenue Bill (Decisions of the Supreme Court on Parliamentary

Bills (2016-2017), Vol. Xlll, 105 at page 107), lnland Revenue Bill (Decisions

of the Supreme Court on Parliamentary Bills (2016-2017), Vol. Xlll, 105 at

page 107)l
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(e) ln deciding whether the taxation law is discriminatory or not, it is necessary

to bear in mind that the State has a wide discretion in selecting persons or

objects it will tax, and that a statute is not open to attack on the ground

that it taxes persons or objects and not others. lt is only when within the

range of its selection, the law operates unequally, and that cannot be

justified on the basis of any valid classification, that it would violate the

right to equality.

IFinance (Amendment] Act 1978 (The Constitutional Court of Sri Lanka, Vol.

Vl, 1978), lnland Revenue (Amendment) Bill (Decisions of the Supreme

Court on Parliamentary Bills (1991-2003), Vol. Vll, 105 at page 106), Finance

(Amendment) Bill (Decisions of the Supreme Court on Parliamentary Bills

(2004-2006), Vol. Vlll, 89, 90), lnland Revenue (Amendment) Bill (Decisions

of the Supreme Court on Parliamentary Bills (2004-2006), Vol. V|11,91,,92),

Finance Bill ( (Decisions of the Supreme Court on Parliamentary Bills (2013),

Vol. Xl, L2 at page 19), Fiscal Management (Responsibilitv) (Amendment)

Bil (Decisions of the Supreme Court on Parliamentary Bills (2016 -2017),Yol.

Xlll, 53 at page 54), Nation Building Tax (Amendment) Bill (Decisions of the

Supreme Court on Parliamentary Bills (2016-2017), Vol. Xlll, 65 at page 66),

Value Added Tax (Amendment) Bill (Decisions of the Supreme Court on

Parliamentary Bills (2016-2017), Vol. Xlll,76 at page 77), Inland Revenue Bill

(Decisions of the Supreme Court on Parliamentary Bills (2016-2017), Vol. Xlll,

105 at page 107)1.

(f) Revenue measures sought to be introduced by any Billwould not generally

be considered as inconsistent with Article L2 of the Constitution unless

they are manifestly unreasonable or manifestly discriminatory.

[lnland Revenue (Amendment) Bill (Decisions of the Supreme Court on

Parliamentary Bills (2004-2006), Vol. Vlll, 29 at page 31l Value Added Tax

(Amendment) Bill, (Decisions of the Supreme Court on Parliamentary Bills
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(2004-2006), Vol. Vlll,79), Finance Bill (Decisions of the Supreme Court on

Parliamentary Bills (20t3), Vol. Xl, 12 at page 20), Value Added Tax

(Amendment) Bill (Decisions of the Supreme Court on Parliamentary Bills

(201.6-2017), Vol. Xlll, 76 at page 79), Surcharge Tax Bill (S.C. (SD) L9-

21" / 2022 and 23-29 / 2022)1.

(g) The power to tax retrospectively is an incident of sovereignty and is co-

extensive with the subjects to which the sovereignty extends. lt is

unlimited in its range acknowledging in its very nature no limits so that

security against its abuse, if any, is to be found only in the responsibility of

the legislature which imposes the tax on the people who are to pay it.

[Nation Buildine Tax (Amendment] Bill (Decisions of the Supreme Court on

Parliamentary Bills (201,6-2017),Yol. Xlll, 65 at page 66)1.

(h) Retrospective taxation cannot be regarded as unreasonable unless it is

clearly prohibitive.

[Finance Bill (Decisions of the Supreme Court on Parliamentary Bills (2004-

2006), Vol. Vlll, 32 at page 34), Value Added Tax (Amendment) Bill,

(Decisions of the Supreme Court on Parliamentary Bills (2004-2006), Vol. Vlll,

47 at pages 49-50), Finance Bill ( (Decisions of the Supreme Court on

Parliamentary Bills (2013), Vol. Xl, 12 at page 18), Betting and Gaming Lew

(Amendment) Bill (Decisions of the Supreme Court on Parliamentary Bills

(201.,3), Vol. Xl, 23 at pages 25-26), Powers of Attorney (Amendmentl Bill

(Decisions of the Supreme Court on Parliamentary Bills (2013), Vol. Xl, 49 at

page 52), Registration of Documents (Amendment) Bill (Decisions of the

Supreme Court on Parliamentary Bills (201-3), Vol. X|,57 at page 60), Nation

Buildine Tax (Amendment) Bill (Decisions of the Supreme Court on

Parliamentary Bills (2013), Vol. Xl, 73 at page 77), Value Added Tax

(Amendment) Bill (Decisions of the Supreme Court on Parliamentary Bills

(2016-2017), Y ol. Xlll, 7 6 at page 7B)l
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(i) Where retrospective effect is given only to the application of a revenue

measure and not the imposition of a penalty for an offence, the bar against

retrospectivity contained in Article 13(6) of the Constitution would not

apply.

IProtection of Government Revenue (special Provisions] Bill (Decisions of

the Supreme Court on Parliamentary Bills (2004-2006), Vol. Vlll, 106 at page

t07), Finance Bill ( (Decisions of the Supreme Court on Parliamentary Bills

(2013), Vol. Xl, !2 at page 18), Bettine and Gaming Levy (Amendmentl Bill

(Decisions of the Supreme Court on Parliamentary Bills (2013), Vol. Xl, 23 at

page 25), Strategic Development Proiects (Amendment) Bill (Decisions of

the Supreme Court on Parliamentary Bills (2013), Vol. Xl, 33 at page 36),

Notaries (Amendment) Bill (Decisions of the Supreme Court on

Parliamentary Bills (2013), Vol. Xl, 41, at page 44), Powers of Attorney

(Amendment) Bill (Decisions of the Supreme Court on Parliamentary Bills

(2013), Vol. Xl, 49 at page 52), ), Registration of Documents (Amendmentl

Bill (Decisions of the Supreme Court on Parliamentary Bills (2013), Vol. X, ,57

at page 59), Nation Building Tax (Amendment) Bill (Decisions of the

Supreme Court on Parliamentary Bills (2013), Vol. X1,73 at page 76)

(j) The Iaws fixing taxes cannot be questioned on the ground that the tax is

heavy and oppressive.

[Ananthakrishnan v. Madras AIR (1952) 395 at 408 quoted with approval in

Nation Buildine Tax (Amendmentl Bill (Decisions of the Supreme Court on

Parliamentary Bills (20L6-2017), Vol. XIll, 65 at page 66)1.

Accordingly, in exercising its constitutionaljurisdiction over fiscal statues, this Court

is mindful of the full control Parliament exercises over public finance under the

Constitution including imposing of taxes and levies. Various budgetary, economic

and monetary policies have to be taken into account. As a result, the Court

acknowledged that the State needs greater flexibility in classification for tax
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legislation purposes. The State has the right to decide who should or should not be

taxed. lt is only when the law operates unequally within the range of its selection,

and when that cannot be justified on the basis of any valid classification, that it

would violate the right to equality. Fiscal policy will not be in conflict with Article

12 of the Constitution unless it is found to be manifestly unreasonable or manifestly

discriminatory.

Therefore, it came as no surprise to Court that all the counsel for the Petitioners

broadly sought to impugn the Bill on the basis of 'manifestly unreosonable or

monifestly discriminatory' albeit that basic proposition was built upon distinct

su bm issions constructed on d ifferent propositions.

Mr. Canishka Witharana appearing for the Petitioner in S.C. (S.D ) 64/2022

submitted that the proposed tax rates are manifestly unreasonable as it violates

the ability to pay principle. lt was submitted that Clauses 15, 36, 37 and 39 of the

Bill would deprive the fundamental right of the citizens and the basic right to live

by compelling to pay taxes beyond their ability to pay and therefore violate Articles

12(1) read with Articles 3 and 4 of the Constitution.

Mr. Chathura Galhena appearing on behalf of the Petitioners in S.C. (S.D.) 65/2022

submitted that Table (A) and (B) of the Bill have created retrospective offences in

violation of Article 13(6) of the Constitution. lt was further contended that the

proposed tax regime will result in middle-income earners having to pay more tax

than the high-income earning individuals and as such violate Article 12(1) of the

Constitution.

Mr. Manoj Bandara on behalf of the two Petitioners in S.C. (S.D.) 68/2022

contended that the lnland Revenue (Amendment) Act No. 10 of 2021. offered

certain tax incentives for a period of three years to companies that listed their

shares on the Colombo Stock Exchange and acting on this representation the two

Petitioner companies listed their shares. The Bill now seeks to limit the incentive to

Page 23 of 52



six months in violation of the legitimate expectation and classify them with

companies that did not list their shares which is inconsistent with Article 12(1,) of

the Constitution. He further contended that the right to life of their employees is

violated as the personal tax relief of Rs. 100,000/= envisaged in the Bill is not

adequate to cover the living expenses of an average citizen. On this basis it was

submitted that Clauses 36(3Xb), 36(3)(a)(ii) and 39(2Xa) of the Bill are inconsistent

with Article 12(1) and 12(2) of the Constitution.

Mr. Upul Kumarapperuma appearing on behalf of the Petitioners in S.C. (S.D.)

69/2022 submitted that the Bill frustrates the legitimate expectation of the people

since the Government is trying to change the tax policy without having a public

discussion about it and without consulting the experts and individuals who are

severely affected by the tax changes. ln addition, he argued that the new tax system

is unfair, uncertain, inconvenient to the public and contrary to established

principles of taxation. Specifically, it was submitted that subsection 29(1) of the Bill

is inconsistent with subsections 12(1) and 14(1)(e) of the Constitution.

Mr. Saliya Pieris PC appearing for the Petitioners in S.C.(S.D.) 71"/2022 submitted

that the fiscal measures in the Bill are manifestly unreasonable, arbitrary and

violative of the right to equality embodied in Articles t2(1,) and 14(1)(g) of the

Constitution read with Articles 27(2),27(7),27(8) and 27(9) in as much they are

regressive in effect and have a disproportionate impact on the standard of living of

the lower and middle classes of the society. lt was further submitted that the

proposed amendments have the effect of taxing earnings at significantly higher

rates (with an increment of over L0OYo), narrowing of the tax bracket slabs and

reducing the minimum taxable threshold from Rs. 3 million to Rs. 1.2 million. lt was

contended that equity in taxation requires the State to consider inter olio the ability

to pay and the principle of marginal utility of money and that the Bill ignores these

principles of equitable taxation because it has a regressive impact on the middle
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class. Therefore, it was submitted that the proposed tax revisions operate

unequally with the middle-class income earner having to curtail use for essentials

while the high-income earners would only have to cut down on luxuries.

Mr. Uditha Egalahewa PC on behalf of the Petitioners in S.C. (S.D.) 7O/2O22

adopting a similar approach submitted that, the decision to impose not only an

additionaltax burden on the "low middle income" working class which is struggling

financially to survive, but also to do so at a percentage increase which is sharper

than what is imposed for high income earners is manifestly violative of the principle

of equitable taxation. He conceded that tax incentives granted by Parliament may

be withdrawn provided the affected parties are given a prior hearing.

The Petitioners partially argue that the proposed tax rates are regressive and

therefore inequitable. Taxes that impose a higher relative burden on those with

higher incomes are termed progressive, while taxes that impose a heavier relative

burden on those with low income are regressive.

ln this context, the concept of equitable taxation must be considered from the

outset. Documents submitted to the Court indicate that even among economists

there is a difference of opinion about what constitutes fair taxation. Mr.

Kumarapperuma appearing for the Petitioners in S.C.(5.D.) 69/2022 drew our

attention to an article titled "2022 October Toxes: A signol why suspending

democracy will not sove the country" (sunday Morning Newspaper dated 30th

October 2022) by Dr. Nishan de Mel, where he discusses the problems with the

proposed tax system. He critiques the regressive tax outcome on the middle class.

Nevertheless, Wilson Prichard in "Whot Might on Agendo for Equitoble Taxotion

Look Like?" (Summary Brief Number 1,6 lnternational Center for Tax and

Development, page 2) states:

"The simplest version of an equitoble tox ogenda is to orgue thot oll toxotion

should be progressive. This, however, is widely understood to be too
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simplistic. The equity of a tax system is best understood in the context of the

entire fiscol system; that is, how revenue is collected ond how it is spent. A

highly progressive tox may be very bad for the poor if the revenue that is

roised is not spent on subsidies or services that benefit them. More

commonly, a regressive tqx may be very good for the poor if the revenue is

spent overwhelmingly to benefit poorer groups, as even regressive toxes

collect the bulk of revenue from weolthier individuols."

Therefore, economists do not agree on the indicators that should be taken into

account when determining whether a tax system is equitable. Simply because the

tax rates are regressive does not necessarily mean that the system is regressive.

Moreover, according to Prichord (Supra.) the equity of a tax system is best

understood in the context of the entire fiscal system; that is, how revenue is

collected and how it is spent. However, according to the Petitioners the Bill violates

the principle of equitable taxation by establishing a regressive taxing system

allegedly targeting the middle class. The question is how well equipped is a Court

of law to make a call on what is an equitable tax regime.

Moreover, there is no equity in tax as held by Rowlat J. in Cape Brandv Svndicate

v. CIR [(1921) 1 K.B. 64]. ln Perera & Silva Ltd.. v. Commissioner Generql of tnlqnd

Revenue [79(ll) N.L.R. L64 at 167] Thamotheram J. quoted with approval the

following statement in C. N. Beotie- Elements of the Low of lncome ond Copitol

Goins Taxation at page 2;

"lt hasfrequently been soid thqt, there is no equity in o toxing statute. This

meons that tox being the creature of stotute, liability connot be implied

under ony principle of equity but must be found in the express longuoge of

some statutory provision. The ordinqry cqnons of construction opply in

qscertaining the meoning of a taxing stotute: "the only safe rule is to look ot

the words of the enqctments ond see what is the intention expressed by these
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words." lf in so construing the statute the longuoge is found to be so

ombiguous thot it is in doubt whether tox is attrocted or not, the doubt must

be resolved in fovour of the taxpoyer, becouse it is not possible to foll back

on any principle of common law or equity to fill q gop in o taxing statute."

Since fiscal liability cannot be implied under any principle of equity, conversely

equity has no role to play in fiscal statues. Accordingly, we are of the view that the

notion of equitable taxation has no place in the analysis Court must make in

determining whether the tax is manifestly unreasonable or discriminatory for

purposes of Article 12(L) of the Constitution. As Edmund Burke said so eloquently,

"to tax and to please, no more than to love and to be wise, is not given to men".

Nevertheless, though most counsel argued that the proposed tax system targets

the middle class, the reference to the middle class was only ipse dixit. No definition

of what constitutes the middle class has been provided to guide the Court. The

reality is that we do not seem to have a universally accepted definition of the

middle class. Riana Razafimandimby Adrianjaka in Middle-Class Composition ond

Growth in Middle-lncome Countries IADBI Working Paper Series No. 753 June 2017 ,

page 1l states:

"...the size indicotors odopted by the vorious studies do not necessorily

converge, the middle-closs being itself a complex concept, hugely context-

dependent, which connot easily be meosured."

ln these circumstances, the Court is in any event unable to conclude that the

proposed tax rates are regressive and have a discriminatory impact on the middle

class. We reiterate the principle according to which a tax law cannot be attacked

on the ground that it taxes persons or objects and not others. lt is only when within

the range of its selection, the law operates unequally, and that cannot be justified

on the basis of any valid classification, that it would violate the right to equality.
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ln fact, the learned DSG drew the attention of Court to the proposed tax structure

and submitted that the proposed tax rates appear excessive only because the

Petitioners sought to compare it against the reduced tax rates introduce d in 2O21,.

We are not privy to the reasons for the introduction of the reduced tax rates in

201,9 and 2021,. Nevertheless, they have been identified as a grave error that has

eroded government revenues. lt is wrong to assess the constitutionality of the

proposed tax system on the basis of a prior tax system that has proven to be

economically flawed.

The Petitioners broadly submitted that the minimum cost of living for a family of

3.8 was around Rs. 116,000 which is more than the tax-free Iimit of Rs. 100,000.

The learned DSG countered that this assertion is palpably and demonstrably wrong.

He contended that the Petitioners had suppressed the vital fact that on average in

Sri Lanka each household has 1.8 wage earners as evinced in the Department of

Census and Statistics, Household lncome and Expenditure Survey 2019, which

Survey the Petitioners have relied upon.

Accordingly, it was submitted that the expenditure of a typical household should

be compared against the income of a typical household, which will have 1.8 income

earners rather than one income earner as sought to be done by the Petitioners.

Therefore, the personal income tax waiver threshold for the typical household (as

opposed to a single person) would be Rs. 180,000 (i.e. 100,000 x 1.8 = 180,000),

which is Rs. 64,000 more than the average expenditure of Rs. 116,000 relied upon

by the Petitioners. ln other words, the tax exemption threshold for a typical

household is 155% of the average expenditure relied upon by the Petitioners (i.e.

180,000/ 116,000 x 100). As a result, the Petitioners' main argument is

fu ndamentally misleading.

The learned DSG further submitted that the Colombo Consumer Price lndex relied

upon by the Petitioners to demonstrate a minimum cost of living, actually indicates
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the average (mean) cost of living in Colombo. lt has been pointed out that the

average cost of living is quite different from the minimum cost of living. The

average is distorted by high spenders. This is especially true when the average is

that of Colombo, which has the highest concentration of people who are high

spenders. The Table below (Table 7) taken from the Department of Census and

Statistics, Household lncome and Expenditure Survey 2O!9, demonstrates how the

average household expenditure in Colombo is almost double that of the national

average expenditure per month.

Table 07: Mean and median househald expenditu,'e per
r*cnth by sector, province and district-2CI19,2016

SectorlPr*vince

/District

Sril-tnka

Sector

Urbarr

Rural

Estate

Frovlnce

Western

CentraI

$outhern

Northern

Eastern

North -Western

Itlorth -Central

Uva

Mean

tRs.) 1ns,)

2019 2*1*

63,130 54,9S9

s5.392 77,337

57,6'.52 51,377

38,519 34,851

sa,rtt 74.sot

5S,783 50,334

57,854 57,271"

44,0?0 42,537

46,947 38,407

5:,681 
= 

55.514

52,337 48,176

4*,237 39.:.4S

. Mediarr

1ns,) {fts.}

?019 .2il16
47,544 40,186

69,300 54,35S

44,$96 38,377

36,265 30,8&4

gg.zgo si,zi,e

43,49S 39.62$

45322 39,065

38,S9, . .33,747
39,L2& 31",582

45,S7* 39,518

82,924 38,025

35,275 30,190
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5aba r*g*n:u,"lua

Oistrict

Colo*:h*

(jarilpana

Xalut*r*

Xa*dy

M*lale

fr,!uu*ar* illiy*

6;lle
M*tara

H*rnb**tst*

l.atf*a

Man**r

V*vunia

Mu11*itivu

Xilic*chahi

Bxttica{ox

Arnpara

Trinccrnale*

Xurun*g*l*

Puitalanl

Ar"lr,:radh*pura 
.

P*l*nnar*w*

Sadulla

Mcneragala

.Batnapur*
K*galt*

47,V"LS

1*S,8$3

84.413

65.97*

6&.997

49i533

41,96*

5S,504

5S,75*

54,169

42,23.3

4g,gg1

56,096

.341tr"81

37,237.

41;74

s2,9?4

.44_87S
57,759

*3,7?&

12,79&
5J.,2$5

46,971

.44.S4.}.
&4,&.64

5*,34*

4?,g j"s

9*,$7S

*4,5$3

64,:6S

54,4*S
A'i'7A'

44,059

53-35*

47,322

5S.8$*

43,571

46,795

51".754

3?,576

2S,4S3

3?,8*7

{+l,u{*t}

3*,74V

55,718

55,07$

4S,;S9

47,Slfi

.4 L..t 3q

35,48?

3S,5S9

4$,5L:"

39,331

81.0S?

ss,il37

54.82&

&8,437

4*,24S

3S,770

4S,S2S

4&,*85

4Z,0SS

3S,gg*

&&,v5\

46,36*

zr,L2*

33,980

35j40$

4:,S7S

38,82$

4{."5S6

5*.X.06

43,3S?

41..193

34.471

36.ZV3

3S,*74

&3.,*57

JI,U{U

t3l{,ytst

43,q 3 t

4S"0$?

lQ ft?.R

37,935

?( 1qq

39,S3*

35,5S5

43,*04

5d{,>5 5

3 ,439

&2.,*43

33,457

7t ac)

7.7,5E6

35,33*

23,3SS

3*,156

&0,25*

3*,984

36,5S*

3S,4S6

29,462.

:*,&?3

*s,*:5

This Table also shows that examination of the mean is not appropriate because the

mean (or, as it is often called, the "mean") is clearly skewed by people with very

high incomes. ln as much as Colombo skews the national average and remains an

outlier, amongst the other districts, within Colombo, the concentration of the
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highest earners and spenders creates a very significant difference between the

Average expenditure and the Median Expenditure.

We therefore agree with the learned DSG that it is essential to look at median

spending rather than average spending. lf the national median household expense

(Rs. 47,544) is taken as a measure, the new tax-free threshold for 1.8 household

income (Rs. 180,000) is more than four times the national median household

expenditure by the 2019 rates.

However, given that there has been 84% inflation from 2019 until October 2022

(based on a CCPI index of 1,32.4 in Decemb er 2019 and 243.8 in Octobe r 2022, i.e.

243.8/132.4 x I00), it is most appropriate to increase median household spending

by Ba% in 2019. This would result in a sum of Rs. 87 ,481, as the median household

expenditure in today's terms, including inflation. Yet, this is still approximately Rs.

92,000 (i.e. 180,000 - 87,48L = 92,51.9) lower than the tax-free threshold for 1.8

income earners. ln other words, the tax exemption threshold for a standard

household (Rs. 1,80,000) is more than twice the median national household

expenditure (Rs. 87 ,481) adjusted for inflation.

We note that this expenditure is in relation to the median household of 3.8 persons.

Thus, even where there is a single-earner family, the tax-free threshold of Rs.

100,000 is significantly higher than the median expenditure for a household

adjusted for inflation (i.e. 100,000 - 87 ,ABt = 12,519, which is 1-4% higher than the

median expenditure). This is by no means "manifestly unreosonable".

The learned DSG forcefully submitted that the reasonableness of the Bill, which

sets the tax-free threshold at Rs. 100,000 a month, is also evinced by the following

table.
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This graph shows the median income for one person. Again, we can see that the

exist in the top !0% of the society. lf the above table is adjusted for

until october 2022 (i.e at the rate of 84%) we obtain the following data:

outliers

inflation
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Monthly lncome Earners lncome

Mean lncome Median lncome

20L9 2022 October 20L9 2022 October

Decile 1 3,033 s,581 3,000 5,520

Decile 2 8,810 1,6,210 8,860 1,6,302

Decile 3 14,509 26,697 15,000 27,600

Decile 4 19,890 36,598 20,000 36,800

Decile 5 25,424 46,780 25,000 46,000

Decile 6 31,960 58,622 31,686 58,302

Decile 7 38,770 71,,337 38,917 71,,607

Decile 8 47,91,1, 88,1_56 47,820 87,ggg

Decile 9 64,455 LL8,597 63,396 1.1.6,649

Decile 10 169,189 3 11,30g 115,000 21,1,,600

National 42,308 77,847 28,465 52,376
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Accordingly, the learned DSG submitted that only the top 20% of income earners

will be taxed under the proposed tax regime. Even out of that, the Median wage

earner in the 9th Decile (i.e. the person in the middle of the top 1.0% - 20% income

earners) would only pay a sum of Rs. 999 as taxes. The Median wage earner in the

10th Decile (i.e. the person in the middle of the top 10% income earner) would only

pay a sum of Rs. 12,588 as taxes.

ln the circumstances above, it is our opinion that the Petitioners have not

established that the proposed tax system is manifestly unreasonable or manifestly

discriminatory.

Mr. Kumarapperuma submitted that the Bill frustrates the legitimate expectation

of the people since the Government is trying to change the tax policy without

having a public discussion. The proposition that rules of natural justice must be

followed when exercising legislative power is completely misconceived in law.

There is no requirement for a hearing to be given to affected parties prior to the

exercise of legislative power, whether it is primary or delegated in nature.

ln Botes v. Lord Hqilshom of St Morylebone qnd othersl(1972) 3 All E.R. 10191

Megarry J. held as follows (at page 1"024):

"Let me occept thot in the sphere of the so-called quosi-judiciql the rules of

natural iustice run, and thot in the odministrotive or executive field there is a

generol duty of foirness. Nevertheless, these considerqtions do not seem to

me to affect the process of legislation, whether primary or delegated. Ma ny

of those offected by delegated legislotion, and offected very substontiolly,

ore never consulted in the process of enacting thot legislotion; and yet they

hove no remedy." (Emphasis added)
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Mr. Pieris PC, Mr. Kumarapperuma and Mr. Bandara contended that the Bill is

inconsistent with Article 12(1,) of the Constitution as it violates the legitimate

expectation held by the respective Petitioners. The submission was also made by

reference to vested rights which they alleged to have based on the representations

made by the Government. To put it simply, the argument is that where benefits

have been granted to the taxpayer in the form of exemptions and concessions, the

Legislature cannot withdraw them.

However, as the learned DSG correctly pointed out, there is no vested right with

respect to Parliament's policy decisions on tax measures. The Supreme Court of

Canada in addressing a similar contention in Gustavson Drillinq [1977) 1S.C. R.271,,

(at page 282-283), wherein it was contended that the Appellant in the said case had

a continuous or a "vested right" to deduct exploration and drilling expenses

incurred, which was sought to be withdrawn by a subsequent lncome Tax Act

observed;

"No one hqs a vested right to continuqnce of the law as it stood in the post;

in tax low it is imperative thqt legislotion conform to changing social needs

and governmental policy. A toxpoyer mqy plan his finoncial offoirs in

relionce on the tax lqws remoining the some; he tqkes the risk that the

legislotion moy be changed." (Emphasis added)

Moreover, as explained earlier the new tax policy is to meet the grave economic

situation the country is facing partly due to introduction of a low tax regime at the

end 2019 with significant reduction, both in tax rates, as well as the tax base, and

a range of exemptions and other concessions granted. ln lJnited Policvholders

Group qnd Others v. Attornev Generol of Trinidod qnd Tobqao [201-6] UKPC 17 the

appellants, who are all residents of Trinidad and Tobago, were holders of life

policies issued by the Colonial Life lnsurance Company (CLIC). Their claim arose out

of the banking crisis in early 2009 when CLIC was in serious financial difficulties. The
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claim was based on assurances of support given for CLIC by the then government,

which they say created a "legitimate expectation" enforceable in law. They

asserted that the new government failed to honour that expectation. The claim

succeeded in the High Court but was dismissed in the Court of Appeal. Lord

Carnwath JSC held (para. 12L):

"ln summory, the trend of modern outhority, judiciol ond academic, fovours

a norrow interpretotion of the Coughlon principle, which con be simply

stoted. Where a promise or representotion, which is "clear, unombiguous

and devoid of relevont quolificotion", hos been given to an identifiable

defined person or group by o public quthority for its own purposes, either in

return for oction by the person or group, or on the bosis of which the person

or group has octed to its detriment, the court will require it to be honoured,

unless the outhority is oble to show good reasons, judged by the court to be

proportionote, to resile from it. ln judging proportionolity the court willtqke

into qccount any conflict with wider policy issues, particulqrly those of o

"moc ro-eco no m i c" o r " m q cro- po litico l" ki nd."( E m p h a s is a d ded )

A similar approach to policy changes and the ability of the legislature to do so was

upheld in National Authoritv on Tobacco and Alcohol (Amendmentl Bill

(Decisions of the Supreme Court on Parliamentary Bills (201a-2015), Vol. Xll, 15 at

page L9)where this Court rejected the argument that there was a vested right to

use a trademark on cigarette packaging and held;

"A policy once formuloted is not good for ever. The Government has the

power to change the policy. The executive power is not limited to frome o

porticular policy. lt hos untrqmmelled power to chonge, re-chonge, odjust

and reodiust the policy taking into occount the relevont ond germone

considerotions. lt is entirely in the discretion of the Government how a policy

should be shoped." (Emphasis added)
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We therefore reject the contention that the Billviolates the legitimate expectation

or vested rights of the Petitioners.

Mr. Kumarapperuma submitted that Clause 1(a) and the proposed sub-paragraph

(1BXb) to paragraph 1 of the First Schedule to the lnland Revenue Act (Table B),

inserted by CIause 36(1Xb) of the Bill is inconsistent with Article 13(6) read with

Articles 3 and  (d) of the Constitution. lt was also contended that Clause 1(5) and

the proposed sub-paragraph (1C) to paragraph 1 of the First Schedule to the lnland

Revenue Act (Table C), inserted by Clause 36(1) of the Bill and Clause 39(2)(a)(iii)

and (iv) of the Bill are inconsistent with Articles 12(1,) and 1a(1)(g) read with Articles

3 and  (d) as well as Article 13(6) of the Constitution. Furthermore, he contended

that Clause 39(2)(b) of the Bill is inconsistent with Articles 13(6), 12(L) and 14(1)(g)

read with Articles 3 and a(d) as well as Article 13(6) of the Constitution.

These submissions were premised on the date on which the new tax regime was to

take effect i.e. l-'t October 2022 as set out in the draft Bill that was gazetted.

However, the learned DSG at the outset informed that the date is to be changed to

l-'t December 2022 by a Committee Stage Amendment.

Where retrospective effect is given only to the application of a revenue measure

and not the imposition of a penalty for an offence, the bar against retrospectivity

contained in Article 13(6) of the Constitution would not apply. ln the Bill, read with

the Committee Stage Amendments, even the application of the revenue measures

is not done with retrospective effect.
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Taxes on Salaries of Judges

Dr. Romesh De Silva PC appearing for the Petitioners in S.C.S.D. 66/2022 and

67/2022 submitted that Clause 36 of the Bill is inconsistent with Articles 3,4, !O8

and 111C read with Article 12(t) of the Constitution in so far as it is sought to be

applied to the members of the High Court Judges' Association and the Judicial

Service Association. On this basis, a declaration was sought that Clause 36 of the

Bill shall not become law in respect of the members of the respective associations

unless passed in accordance with the special majority specified in Article 83 of the

Constitution and approved by the People at a Referendum.

The Petitioners in S.C.S.D. 66/2022 and 67/2022 are respectively the High Court

Judges' Association and the Judicial Service Association. The High Court, District

Court and Magistrates Court judges are members of these two associations. Dr. De

Silva PC submitted that they are the face of the judiciory in Sri Lanka and subjecting

them to taxes similar to all citizens is impermissible for three different reasons,

namely:

(a) Judges are a separate and distinct category

(b)The foundation/gravamen of the judiciary is the independence of the

judiciary

(c) Judges do not have to pay income tax

We will consider each of these assertions separately.

Judges are a separate and distinct category

It was suggested that judges are a distinct and distinct category/category and

cannot be categorized with the rest of the population. Dr. De Silva PC emphasized

that the judiciary is a distinct branch of government exercising the judicial power

of the people and that judges are required to live a verydifferent lifetothe rest of

the population. The attention of Court was drawn to several chapters in the book
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"Judiciol Conduct: Ethics and Responsibilities" by A.R.B. Amerasinghe which sets out

various restrictions and fetters upon a judge such as keeping a low profile,

limitations on association, association with persons regularly attendirrg court,

contact with politicians, political activity by members of a judge's family,

rnisconduct in private life and isolation to name a few.

There is no doubt that judges are called upon to lead very different lives from other

citizens by sacrificing the common rights and freedoms offered to all citizens. As

rightly pointed out by A.R.B. Amerasinghe in "Judicial Conduct: Ethics and

Responsibilities" (page 1-), for a very long-time judges have been compared with

priests and the courts in which they officiate described as temples. This is due in

part to the fact that they are expected to live a life of relative seclusion in privacy.

lndeed, taking up judicial office is itself a sacrifice and judges are entitled to certain

rights and privileges.

We were referred to the decisions in Hiqh Court Judqes Associqtion ond Others v.

Lionel Fernondo. Co-Choirman. Nationql Solaries ond Codre Commission ond

Others [5.C.66/2008, S.C.M . 4.5.2009] and Chathurika Silvq v. Sunil Hettiorachchi,

Secretarv. Ministrv of Education ond others [SC/FR/2221201,8, S.C.M. 18.06.2020]

to further support the proposition that Judicial Officers form a separate and distinct

class.

ln the Hiqh Court Judqes Associqtion case, this Court held that if there is a national

wage policy, the judiciary should be classified separately. The dispute arose due to

the National Salaries and Cadre Commission classifying High Court Judges and

Judges of the Original Courts together with the Public Service without taking

account of their duties, functions and responsibilities. We respectfully endorse that

decision. Taking into account the duties, functions and responsibilities of judicial

officers, they cannot be classified with public officials.
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ln Chothurika Silvo case, this Court held that the established practice to admit

children of Judicial Officers to State Schools cannot be changed without formulating

a criterion in consultation with the relevant stakeholders. The decision was based

on legitimate expectation and we see no reason to disagree with the reasoning.

Nevertheless, the question before us is whether judges should be required to pay

taxes when all citizens, obviously above a minimum threshold, are required to pay

taxes. ln a welfare state, public finances must sustain free public services such as

education and health and other subsidized services. We are of the view that there

is no logical reason as to why judges should not be called upon to contribute on a

non-discriminatory basis, directly or indirectly, to the State coffers along with other

members of the public despite the differences identified above. These differences

do not have a rational relationship to the purpose of taxation, which is to increase

government revenues. The public services provided through public funds are

available to all judicial officers. ln fact, in The Judges v. The Attornev-Generql for

the Province of Sqskqtchewon IPrivy Council Appeal No. 118 of 1936] the Privy

Council held that neither the independence nor any other attribute of the judiciary

can be affected by a general income tax which charges their official incomes on the

same footing as the incomes of other citizens.

The foundation/gravamen of the judiciary is the independence of the judiciary

Dr. De Silva PC next contended that the independence of the judiciary is a

foundational value of the Republic which finds expression throughout the

Constitution. Our attention was drawn to the preamble (SVASTI) of the Constitution

which assures to all People the independence of the judiciary as the intangible

heritage that guarantees the dignity and well-being of succeeding generations of

the People of Sri Lanka.
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We strongly agree that the independence of the judiciary is a fundamental value of

the Republic. lndeed, long before we became a Republic, the Soulbury Constitution

constitutionally recognized the principle of judicial independence by creating the

Judicial Service Commission. Although the 1972 Constitution made no provision for

a Judicial Service Commission, its re-introduction by the 1978 Constitution is

evidence of the desire of the State to embed the independence of the judiciary as

a functional and foundational constitutional principle. ln fact, this Court in

lndustrial Disputes (Special Provisions) Bill [S.C.(S.D.) No. 30/2022] held that

Sovereignty in Article 3 of the Constitution must be interpreted to include the right

to an independent judiciary.

Dr. De Silva PC argued that the independence of the judiciary is guaranteed through

security of tenure, income security and non-interference. As a result, it was argued

that judges'salaries cannot be reduced by an act of the executive or legislature. ln

particular, it was submitted that Article 108(2) of the Constitution which specifically

provides that the salaries of the Judges of the Supreme Court and Court of Appeal

cannot be reduced must be read as a limitation on Parliament in determining the

salaries of superior court judges and not as an exclusion of the minor judiciary from

the general principle that judges' salaries must not be reduced.

It was submitted that there is a general principle that the salaries of the judges shall

not be reduced during their term of office which is recognized by judicial precedent

and in several international declarations and guidelines. Our attention was drawn

to the decision in Senodhirq v. The Briberv Commissioner (63 N.L.R. 313 at page

317) where it was held that their "full solories are absolutely secured to them during

the continuonce of their commissions". Clause 31 of the Beijing Principles, August

l-995 states that the remunerotion ond conditions of judges should not be altered

to their disodvantoge during their term of office, except as port of o uniform public

economic measure to which the judges of o relevont court, or o majority of them,
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hove ogreed.ln the UN Basic Principles on the lndependence of the Judiciary, it is

provided in clause 11that the term of office of judges, their independence, security,

odequate remunerotion, conditions of service, pensions ond oge of retirement shall

be adequately secured by low. The Latimer House Guidelines for the

Commonwealth I1.2. states that os o motter of principle, judiciol salories ond

benefits should be set by an independent commission and should be mointained.

We are of the view that Article 108(2) of the Constitution applies only to the

salaries of the Judges of the Supreme Court and Court of Appeal which cannot be

reduced. Nonetheless, we agree with the argument that it should not be

interpreted as an exclusion of the minor judiciary from the general principle that

judicial salaries should not be reduced.

lndeed, there is a general principle that the judges salaries cannot be reduced

during their tenure of office. This general principle now forms part of the

constitutional guarantees for the establishment of judicial independence. The

judges of the High Court, District Court and the Magistrates Court and all other

Judicial Officers within the meaning of Article 111M of the Constitution is entitled

to this protection. The reason for the recognition of such a general principle can be

garnered from the eloquently penned statement of Alexander Hamilton in

Federalist Paper No. 79 which reads:

"NEXT to permonency in office, nothing con contribute more to the

independence of the iudges thon a fixed provision for their support. The

remqrk mode in relation to the President is equolly applicoble here. tn the

general course of humon noture, A POWER OVER A MAN's STJBSISTENCE

AMOUNTS TO A POWER OVER HIS WILL. And we con never hope to see

realized in practice, the complete seporotion of the judiciol from the

legislotive power, in ony system which leoves the former dependent for
pecuniory resources on the occosionol gronts of the lotter. The enlightened
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friends to good government in every Stote, have seen couse to lament the

wont of precise and explicit precoutions in the State constitutions on this

head. Some of these indeed have declared thot PERMANENT solories should

be established for the judges; but the experiment has in some instances

shown that such expressions ore not sufficiently definite to preclude

legislotive evosions. Something still more positive and unequivocol has been

evinced to be requisite. The plan of the convention occordingly hos provided

that the judges of the United Stotes "shall ot STATED TIMES receive for their

services o compensation which sholl not be DIMINISHED during their

continuo nce in office."

The issue for determination is whether a tax that is imposed on all citizenry without

directly or indirectly targeting the judicial officers runs counter to the general

principle that the salaries of judges should not be diminished during the tenure of

office.

ln this context, it is important to consider the decision in Evons v. Gore [253 U.S.

245 (192O)l where the Compensation Clause in the US Constitution aimed at

securing the permanency of the salaries of judges was considered at Iength in

relation to imposition of taxes. lt was held that the primory purpose of the

prohibition ogoinst diminution wos not to benefit the judges, but, like the clouse in

respect of tenure, to ottract good ond competent men to the bench ond to promote

thot independence of oction ond judgment which is essentiolto the maintenance of

the guoronties, limitotions, ond pervoding principles of the Constitution, and to the

odministration of justice without respect to persons and with equol concern for the

poor and the rich. The Court held that the compensation is protected from

diminution in any form, whether by a tax or otherwise, and is assured to him in its

entirety for his support.
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Dr. De Silva PC urged Court to adopt this reasoning although Evans v. Gore (Supra.)

was expressly overruled in United States vs. Hatter. Judqe, tJnited States District

Court for the Central District of Cqliforniq. et al, [532 U.S. 557 (2OO1,)]. tt was

contended that the approach taken in Hatter (Supra.) is narrow and provides only

a weak protection to judicial independence forthree reasons. Firstly, itfails to take

into account that threats to the independence of a judge are not limited to cases

of direct attack by the executive/legislature. A judge's independence could also be

compromised by causing a sharp drop in his income and rendering a judge

financially insecure, dependent and vulnerable. Secondly, the narrower approach

fails to consider the link between tenure and salary. The protection of a fixed real

income is a logical corollary to the protection of a judge's tenure. lf a judge's real

income is whittled down over time by whatever action, whether targeted or

otherwise, the protection of his/her tenure becomes merely illusory. Thirdly, the

narrower approach fails logically if the same approach is applied to judges' tenure.

ln addressing these points, it is apposite to refer to the dissenting judgment of

Justice Holmes, with whom Justice Brandeis concurred , in Evqns v. Gore (Supra. at

page 265) where he held:

"The exemption of solaries from diminution is intended to secure the

independence of the judges, on the ground, os it wos put by Hqmilton in the

Federolist, (No. 79,) thot "o power over a mon's subsistence omounts to o

power over his will." Thot is o very good reoson for preventing ottempts to

deal with o judge's solory os such, but seems to me no reoson for exoneroting

him from the ordinory duties of o citizen, which he shares with all others. To

require a man to poy the tqxes thqt qll other men hove to pqy connot

possibly be mode qn instrument to qttack his independence as a judge. t

see nothing in the purpose of this clquse of the Constitution to indicote thot

the judges were to be a privileged closs, free from bearing their share of
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the cost of the institutions upon which their well-being if not their life

depe nds." IEmphasis added]

A similar approach was adopted in 1954 by the Supreme Court of lreland in Mqiorie

O'Bvrne v. The Minister for Finqnce and the Attornev-GeneralIlrish Reports 1954

No. 453 P.] when it held that to require a judge to pay taxes on his income on the

same basis as other citizens and thus contribute to the expense of Government

could not be said to be an attack upon his independence.

ln 200t, the US Supreme Court in tJnited States vs. Hatter, Judqe, tJnited Stotes

District Court for the Centrol District of Coliforniq. et ql. (Supra.) expressly

overruled Evans v. Gore (Supra.). Breyer J held as follows;

"Although the Compensotion Clouse prohibits taxotion thot singles out

iudges for speciolly unfovouroble treotment, it does not forbid Congress to

enact a lqw imposing q nondiscriminotory tax (including on increose in

rotes or o chqnge in conditions) upon judges and other citizens. See

O'Molley v. Woodrough, 307 u.S. 277, 282. lnsofor qs Evons v. Gore, 253 lJ.

S. 245. 255. holds to the controrv. thot case is overruled. See O'Molley, supro,

ot 283. There is no good reqson why a judge should not shqre the tax

burdens borne by all citizens, see Evons, supro, at 265, 267 (Hotmes, 1.,

dissenting); O'Molley, supro, ot 281-28j. Although Congress cannot directty

reduce judiciol sqlaries even os part of on equitable effort to reduce qll

Government sqlories, o tax law, unlike a low mondating a salory reduction,

affects compenscrtion indirectly, not directly. See lJnited Stotes v. WilL 449

U. S. 200, 226. And those prophyloctic considerotions thot moy justify on

absolute rule forbidding direct solory reductions ore obsent here, where

indirect toxotion is ot issue. ln practice, the likelihood that a
nondiscriminotory tax represents q disguised legislative effort to influence

the iudiciol will is virtually nonexistent. Hence, the potentiol threots to

iudicial independence thot underlie the Compensation Clause, see Evons,
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suprql at 251-252, connot justify a special judicial exemption from a

commonly shored tax, not even as q preventive meqsure to counter those

threqts. Becquse the Medicqre tax is nondiscriminatory, the Federql Circuit

erred in finding its opplicotion to federal judges unconstitutionol."

Although Justice Scalia dissented with the decision of the Court, he unreservedly

endorsed (at page 58a) the position that a general tax may be imposed by the

Government to which would be applicable to the salaries of the judges and

reinforced the position that the Government was not reducing the compensation of

its iudges but wos octing as sovereign rother than employer, imposing o generol

tox. He agreed with the principle that "to subject judges to a generol tox is merely

to recognise that judges are olso citizens, ond that their porticulor function in

government does not generate on immunity from shoring with their fellow citizens

the moteriol burden of the government" and that Evons v. Gore (supra.) was

wrongly decided. Thus, insofar as the principle that judges are liable to be taxed is

concerned the judgement is unanimous.

We are of the view that the reasoning in the above cases is logical and instructive

on the issue of taxes on the salaries of judges. When a tax is applied across the

board, as in this case, without directly or indirectly targeting the judges, it cannot

be said to be an intrusion into the independence of the judiciary. Taxes are one of

the main revenues generating measures to enhance public finance. Public services

such as free health and free education in this country are run with public finance.

They are open to all citizenry including judges of the superior courts and Judicial

Officers within the meaning of Article 111M of the Constitution. ln fact, the decision

of this Court in Chathurika Silva is premised on the legitimate expectation that

judges have of admitting their children to State schools. Hence there is no logical

reason to exempt judges from making their contribution to the public coffers along

with the other members of the community. To that extent, the classification is
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permissible. Judges should have the same obligations as other citizens on taxing

matters.

For the foregoing reasons, the three reasons adumbrated by Dr. De Silva PC calling

for a wider approach similar to that adopted in Evons v. Gore (Supra.) is devoid of

merit. However, before parting with this determination, it is necessary to address

the third point made i.e. the narrower approach fails logically if the same approach

is applied to judges' tenure. lt was submitted that if only a targeted reduction

which discriminates against judges violates the Constitution, is applied broadly to

tenure as well, this approach would permit a rule of general application that

incidentally also reduces the tenure of a judge. An example was provided where if

for instance, a constitutional amendment was to stipulate that all those holding

office under the Constitution (whether it be public office, judicial office or

otherwise in the executive, legislature and judiciary) must retire at 60 years, the

narrow approach would by extension countenance and permit such a limitation on

tenure. The claim would be that the reduction is not targeted at judges but is a rule

of general application. Another example is where a Constitutional amendment

seeks to limit the number of years a judge of the Supreme Court or Court of Appeal

can hold office independent of the age of retirement.

However, this overlooks the fact that unlike public officers and others holding office

under the Constitution, the retirement age of the judges of the Supreme Court and

Court of Appeal are specified in the Constitution. Any Constitutional amendment

to the retirement age or the period of office impacting on incumbent judges,

whether directly or indirectly, will impinge on the independence of the judiciary

and violative of Article 3 which requires a Referendum.

Judges do not have to pay income tax

Finally, Dr. De Silva PC submitted that judges do not have to pay tax in terms of the

lnland Revenue Act No. 24 of 2017 although in fact PAYE tax is presently deducted

from their salaries. He invited Court to make a determination on this issue.
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This Court is exercising its constitutional jurisdiction in terms of the Constitution

which requires a determination on whether the Bill or any provision thereof is

inconsistent with the Constitution. As correctly submitted by the learned DSG, in

the context of the challenge to the Bill in issue, the interpretation of lnland Revenue

Act No. 24 of 2017 is outside our constitutionaljurisdiction where admittedly pAyE

tax has been recovered from the salaries of judges from its inception.

The amendments that are to be moved at the Committee Stage of the Bill as

intimated by the learned DSG is set forth below. The determination of this Court

on the constitutionality of the Bill is conditional upon these amendments being

moved at the Committee Stage. ln this respect we draw the attention of the Hon.

Attorney-General to Article 77(2) of the Constitution.

Amendments to be moved at the Committee Stage of the Bill

Page 8, Clause 9 Delete line 6 and substitute the following-

"referred to in subsection (4) is equal or less"

Page 9, Clause 15 (1) Delete lines 23 and24 and substitute the following-

"to December 1,2022 on";"

(2) Delete lines 28 and 29 and substitute the following-

"Personal Income Tax with effect from December 1. 20ZZ on
any"

(1) Delete lines l0 and 11 and substitute the following-

"effect from April 1 , 2020 but prior to Decemb er l, 2022, the.,

(2) Delete lines 16 and 17 and substitute the follorving-

"(3) of section 84, with effect from December 1, )Q)), a"

(1) Delete lines 28 and29 and substitute the following-

"words "a person shall, prior to December 1.2022";''^
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Page I 1, (2) Delete lines 2 to 4 (both inclusive) and substitute the follor,r,ing-

"effecl from December 1, 2022, a person shall withhold tax

(3) Delete lines 9 to l1 (both inclusive) and substitute the

following-

"fiom December 1,2022, a person shall withhold tax";

Page 72, Clause 19 Delete lines 13 and 14 and substitute the following-

" "(aa) on or after December 1, 2022, dividends paid by a

resident"

Page 72, Clause 2l (l) Delete lines 26 to 28 (both inclusive)

Page 13, (2) Delere lines I to 34 (both inclusive)

Page 16. Clause 29 Delete lines 2l to 34 (both inclusive)

Page 17. Clause 31 Delete lines 15 and 16 and substitute the following

(6) The proceedings instituted on or after December 1 ,2022.
under this":

Page 18 Clause 33 Delete lines 5 to 19 (both inclusive)

Page 20, Clause 36 (1) Delete lines 6 to 37 (both inclusive) and substitute the following-

"(a) Taxable income for the first eight months period of the
year of assessment commencing from April I ,2022: -

Taxable lncome Tax Paylbls
Not exceeding Rs.

2,000,000

6oh of the amount in excess

of Rs.0

Exceeding Rs.

2,000,000 but not

exceeding Rs.

4,000,000

Rs. 120,000 plus l2o/o of the

amount in excess of Rs.

2,000,000

Exceeding Rs.

4,000,000

Rs.360,000 plus 18% of the

amount in excess of Rs.

4,000,000;
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(b) Taxable income for the second four months period of the
year of assessment commencing liom Aprii I .2022: -

Taxable Inconte Tax Pctyable

Not exceeding Rs.

167,000

6o/o of the amount in excess

of Rs.0

Exceeding Rs.

167,000 but not
exceeding Rs.

333,000

Rs. 10,020 plus l2o/o of the
amount in excess of Rs.

167.000

Exceeding Rs.

333,000 but not

exceeding Rs.

500,000

Rs. 29,940 plus 18% of the
amount in excess of Rs.

333.000

Exceeding

500,000

exceeding

667,000

Rs.

but not
Rs.

Rs. 60,000 plus 24oh of the

amount in excess of Rs.

500,000

Page 21, (2) Delete lines 1 to 9 (both inclusive) and subslitute the following-

Taxable Income Tax Payable

Exceeding Rs.

667,000 but not

exceeding Rs.

833,000

Rs. 100,080 plus 30% of the

amount in excess of Rs.

667,000

Exceeding Rs.

833,000

Rs. 149,880 plus36oh of the
amount in excess of Rs.

833,000;

Page 22, (3) Delete line 4 and substitute the following-

"2021, but prior to Decemb er 7 ,2022: -";"

Page 31, Clause 39 (1) Delete lines 16 to 17 (both inclusive) and substitute the
following-

"(iii) Rs. 2,000,000, for first eight months and Rs. 400,000 for
second four months of'
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Page 32, Clause 41

(2) Delete line 33 and substilule the following-

"and sum of Rs. 800,000. incurred for the first eight"

Delete lines22 to 25 (both inclusive) and substitute rhe following-

"as first eight months and second four months by individuals
and first six months and second six months by persons other than
individuals. For the purpose of such calculation of business

income, the person may use pro-rata basis (as 660/o for first eight
months and balance 34o/o for second lour months by individuals
and 50o/o for first six rnonths and balance 50Yo for second six
months by persons other than individuals) to arrive the taxable
income for"

Page 35,
In Columns I, II and lll of Table 'C' substitute for the words
and figures,

of the following:

Column I Column II Column III
section of this Act section of the

principal enaclment
Dale of operation

14 -aIJ 0 04.2018
l5 83A 0 12.2022
16 844 0 12.2022
t7 85 0 12.2022
19 88 0 t2.2022
20 90 0 04.2021

ln conclusion, we wish to address another matter adverted to by some of the

Petitioners. lt was submitted that there has been corruption and

mismanagement of public finances which has led to the present economic

predicament. Accordingly, it was contended that it is unreasonable to get the

public to pay higher taxes to overcome the situation.

Column I Column II Column III
section of this Act seclion of the principal

enactmenl
Date oJ'operation

14 l) 0l .04.201 8

20 90 01.04.2021

Page 51 of 52



r.

{. This Court is exercising its constitutionaljurisdiction over the Bill. These are not

matters which we can take into consideration in this exercise. Nevertheless, we

are mindful that the Court is the last bulwark to protect the Rule of Law and

prevent any breach of public trust. Corruption and wastage of public finance

must be addressed and violators dealt according to law irrespective of standing.

ln order to do so, the jurisdiction of Court must be plsp.rly invoked in the

a ppropriate proceed ings.

We hold that the Bill and its provisions are not inconsistent with the Constitution.

We place on record our deep appreciation of the assistance given by all learned

President's Counsel and Counsel who appeared for the Petitioners and lntervenient

Petitioners and the learned DSG for all the assistance rendered.

Buwaneka Aluwihare PC,

Judge of the Supreme Court

Murdu N. B. Fernando PC,

Judge of the Supreme Court

Janak De Silva,

Judge of the Supreme Court
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