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Name of the Department : Inland Revenue Department
Parliamentary Series Number : 95
Submission of observations and steps taken with regard to the reports presented to the Parliament

by the Committee on Public Accounts in terms of the Standing Order No.119 (4)

23rd March 2023

Key matters discussed - Explanations by the Chief
' Accounting Officer (CAO)/
Accounting Officer (AO)
- Observations,
recommendations/ directives by
the Committee

04 Inland Revenue Department's
Revenue Administration

Management Information
System (RAMIS)

The AO of the Department of | Relevant technical issue has been solved.
Registrar of Companies declared that | Accordingly, obstacles in entering
a situation has arisen that makes it | addresses at the registration of companies

difficult to integrate the two systems | have been removed.
of both institutions due to the failure
on the part of the Department of
Inland Revenue to make a technical
adjustment to the RAMIS system as
they have been requested to do. The
AO of the Inland Revenue
Department stated that the lack of a
unique digital identification number
has become the primary obstacle in
connecting the data systems of other
institutions with the RAMIS system
of the Inland Revenue Department.

05 The progress of the
implementation of the directives
given in the Committee on
Public Accounts to check the
progress of the RAMIS system
on 24.01.2023.




It has been revealed before the
committee that the Singapore
Company, to which the contract was
handed over by the department, has
agreed to complete the upgrading of
the RAMIS system in 2024. It has
also been revealed before the
committee that there is a possibility
of problems arising related to human
resources when the RAMIS system is

implemented.

Improvements of RAMIS System have
been completed according to the agreement
of the RAMIS 2.0. Further, as per the
adjustments of the tax policies from the
assessment year 2019/2020 to 2022/2023,
upgrading of each assessment year is in
process. It is expected to complete such
improvements within the year 2024.
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Key matters discussed

12 May 2023
- Explanations by the Chief
Accounting Officer (CAO)/

Accounting Officer (AO)
- Observations,

recommendations/ directives by
the Committee

01

Total arrears of tax, penalty

and interest income

It was revealed that out of the total
arrears of tax, penalty and interest

income It was revealed that out of the
total arrears of tax, penalty and
income, the chargeable
in RAMIS and Legacy
computer systems as on 31.12.2022
is Rs. 163,425,093,401 and out of

interest
income

that total amount Rs.
109,368,553,575/- belongs to
RAMIS system and Rs.

54,056,539,826/- belongs to Legacy
system.

The collectible income as at 31.12.2022 is
Rs. 163,425,093,401/- and Rs.
109,368,553,575/- and Rs.
54,056,539,826/- of it belong to RAMIS
and Legacy respectively and the stated
observation is correct.




Recommendations / Directives
The Committee directed the Chief
Accounting  Officer (CAO) /
Accounting Officer (AO) to submit
to the Committee an Individual
Breakup report containing the
measures taken to recover the total
chargeable income of
Rs.163,425,093,401.

The Committee directed the
CAO/AO

to submit to the Committee before ,
15th June 2023,

(i) the amount of arrears of tax,
penalty and interest chargeable,
together with the dates on which such
chargeable income will be collected
in installments or the manner in
which it will be collected ; and

(ii) a report containing the amount of
uncollectible arrears of tax, penalty
and interest and the reasons for such
impossibility for the recovery , the
amount of arrears of tax, penalty and
interest, if any, to be written off and
the reasons for writing off the same,
out of the above arrears of tax,
penalty and interest amounting to Rs.
904,342,180, 778/- .

The said report has been
submitted through the Inland
Revenue

Commissioner's  letter  No.
FPFS/Comm/2023/25 dated
15.06.2023.

In addition, tax collection during 2023 is as
follows.

Default tax collected during 2023 in cash
Rs. 68,346,293,941.36

Default tax settled by adjustments during
2023 - Rs.95,154,245.286.66

Total default tax decreased in 2023 —
Rs. 163,500,539,228.02




02

Judicial proceeding regarding the
recovery of the total arrears of
taxes, penalties and interest
income belonging to the IL.egacy
system and the appeal period of
the tax appeals related to those
arrears.

The AO pointed out before the
Committee that tax collection will be
suspended if the
taxpayer files a tax appeal, and he

temporarily

also pointed out the need for a
separate court (a Dedicated Court)
for tax-related with  the
intervention of the government.

cases

When judicial proceedings are in progress
to recover default tax, the department
suspends collection of tax. Such default
tax has to be collected when judicial
proceedings are completed. Since a
considerable time is taken in this regard, it
has been requested from the Ministry of
Finance and the sectoral committee on
National Economic and Physical Plans to
establish a separate court for tax affairs in
order to reduce time spent on it.

03.

Payment of salaries to 81

officers of the Inland Revenue
Department, for the
implementation of RAMIS
system

The AO stated that after the
development of the RAMIS system,
the relevant developer would give
time to test the system, and a test

scenario should be written for each
test where an additional payment
would be made to the officers
employed in the regular service of
the Inland Revenue Department for
that purpose because the testing
process continued until the defects
identified in the system were
corrected.

Furthermore, the AO further stated
that there were no officers in the
department, who had knowledge on
Data Science to deal with the data
extraction.

After developing the RAMIS system,
officers of the Inland Revenue Service
were selected for User Acceptance Test
(UAT) and deployed for RAMIS project
paying an extra allowance and the number
of such officers has been decreased up to
60 in 2024 on the approval of the Ministry
of Finance.




04.

The number of Tax Assessors
and the number of Tax Files that
were temporarily suspended in
the Department of Inland
Revenue

The Committee inquired about the
number of Tax Assessors in the
Inland Revenue Department, and the
AO stated that nearly six hundred
Deputy Commissioners, Assistant
Commissioners and Senior Assistant
Commissioners are employed for
that purpose.

The Committee inquired about the
number of tax files in which tax
collection has been temporarily
suspended, and the AO stated that
there are nearly 03 lakh of such
individual files.

Annexure - 01 is attached herewith.

05.

The fact that the Inland Revenue
Department does not have the

necessary IT personnel to carry
out its maintenance work after
the implementation of the
RAMLIS system

The AO stated that discussions were
held with the Ministry of Public
Administration, Home  Affairs,
Provincial Councils and Local
Government and the Department of
Management Services in this regard,
and requests were made to provide a
number of 39 ICT Officers to
implement several modules that can
be maintained by the Inland Revenue
Department.

The AO stated that since the existing
salary structure in the public service
is not sufficient for IT services, it is

expected to recruit fully qualified

Call Center, RAMIS Helpdesk of the
RAMIS and IRD Web page is maintained
by the Inland Revenue Department and
preparation of the Takeover Plan on
maintaining the RAMIS to the Department
has been completed. This takeover plan is
to be submitted to the Ministry of Finance.

(€]




officers under the Ministry of
Finance, Economic Stabilization and
National Policy to provide IT
services to the institutions under the
purview of the Ministry and continue
the services provided by the relevant
institutions

Since the ICT Assistant who was
employed at the Inland Revenue
Department at that time that received
training as an  Information
Technology Officer (ICT Officer) in
the Data Center (Data Center) where
the Inland Revenue Department's
RAMIS system is implemented has
now been appointed to the position of
Information Technology Officer, it
was brought to the attention of the
Committee that the services of the
data center may come up with
problems due to the transfer of the
officer from the Inland Revenue
Department ~ because  of  his
promotion.

Recommendations /Directives
Accordingly, the Committee
instructed the CAO of the Ministry of
Economic Stabilization and National
Policy to submit a letter informing
the Ministry of Public
Administration, Home  Affairs,
Provincial Councils and Local
Government regarding the
cancellation of the aforesaid transfer
under the instructions of the
Committee on Public Accounts in
order to keep the said IT officer in the
service of the Inland Revenue
Department furthermore.




06.

Maintenance Agreement entered
into between the Inland Revenue

Department and the developer of
the RAMIS system for the
further development of the
RAMIS system ends on January
01, 2024.

Recommendations/Directives
The Committee directed the
CAO/AO to submit it before 15th
July 2023 a comprehensive report
which includes the timeline in which
the Inland Revenue Department will
be vested the complete ownership of
the RAMIS system after
maintenance agreement related to the
RAMIS system expires on 0]t
January 2024, the programme with
timelines of the action to be taken in
regard to the complete functioning of
the RAMIS system once its
ownership is obtained by the Inland
Revenue Department and the officers
who will be entrusted with the
responsibilities of the complete
functioning of the system once it is
completely put into action.

The said report has been
submitted through the Inland
Revenue Commissioner's letter
No. FPFS/Comm/2023/25 dated
15.06.2023.

It was disclosed at this point that with
the introduction of the new Inland
Revenue Act in 2017, since the
RAMIS 1.0 system that existed then
was not able to implement the newly
Introduced tax policies, the RAMIS
2.0 system had to be introduced, and
there is a problematic situation to the

Cabinet approval has been received to
maintain the RAMIS by the entity which is
maintaining it at present for the next 03
years (from February 2024 to January
2027). Accordingly, a new agreement has
been signed for that period.




effect that if new tax policies are
introduced in the future too, they
would not be able to be implemented
in the RAMIS 2.0 system as well.
Recommendations/ Directives

The Committee observed that 13 of
the 19 modules of the RAMIS 2.0
system are currently not operational,
and the CAO/AO was directed to
submit before the Committee a
detailed report that includes
timelines in which the 13 modules
can be separately implemented to the
fullest.

Answers

e |t has been notified that no module
in RAMIS 2.0 system is inactive and
all modules are under development
and user testing.

It was disclosed before the
Committee that the University of
Moratuwa provides the Third Party
Quality Assurance related to the
operation of the RAMIS system and
the value of contract entered into
with the University of Moratuwa to
provide the relevant quality
assurance when making requests for
changes in the RAMIS 2.0 system
close to 58 million rupees.

All the modules related to RAMIS 2.0 have
been developed and established. As per the
changes in the tax policies for the Years of
Assessment from 2019/2020 to 2022/2023,
improvements  applicable  for  each
Assessment Year are in progress. It is
expected to complete such improvements
within 2024.

The agreement with University of
Moratuwa on Third Party Quality
Assurance related to RAMIS 2.0 is in
progress. It is expected to enter into a new
maintenance agreement with University of
Moratuwa to obtain Third Party Quality
Assurance for the next three years.

07.

Due to the fact that cheques
being dishonored in the payment
of taxes through cheques, it was
directed in the earlier Public
Accounts Committee to resort to
the use of bank orders as
methods for tax

alternative

Even though the value of the dishonored
cheques collectible by the Inland Revenue
Department as at 30t June 2022 is Rs.2.4
billion, value of the dishonored cheques
which are to be settled as per the report as
at 30.06.2024 has been decreased up to Rs.
1.4 billion.
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but it is not being
implemented properly and the
value of the dishonored cheques
that should be charged to the
Inland Revenue Department as
at 30th June 2022 remained at 2.4
billion rupees.

payment,

The Committee inquired as to why
legal action cannot be taken under
the Inland Revenue Act against the
tax payer who presents dishonored
cheques, even though legal action
can be taken against those who
present dishonored checks according
to the common law of the country.

disclosed before the
Committee that the tax money to be
paid by the tax payer is paid through
checks through People's Bank or
Bank of Ceylon and the majority of

It was

tax payments are made through Bank
of Ceylon.

disclosed before the
that People's Bank
credits the cheques received in this

It was
Committee

way to the Commissioner General's
account of the Inland Revenue
Department after they are cleared
and that Bank of Ceylon credits the
money to the
Commissioner

before the cheques are cleared, but
though it is indicated that the money
has been credited into the account of
the Inland Revenue Commissioner
General, the value of the cheque is
removed from it if the cheque is

Inland Revenue
General's account

dishonored in clearance.

A fine of 10% from the value of the
dishonoured cheques and the value of the
cheque is collected by the Inland Revenue
Department from the persons who have
submitted dishonoured cheques. Further,
the amount paid through the cheque is a tax
amount payable by the tax payers. Hence,
when cheques are dishonoured a default
tax is arisen for the taxpayer. The special
units which have been established to
collect default tax and all the regional
offices take measures to recover default
tax. Legal action is also taken when
necessary. When default tax is recovered,
recovery of dishonoured cheques is

updated.

When the cheques received by People’s
Bank and Bank of Ceylon from August
2023 are cleared, they are credited to the
account of the Commissioner General of
Inland Revenue. Further, in compliance
with the gazette notification No. 2378/33
dated 04.04.2024, tax payments which are
controlled by the Inland Revenue Act No.
24 of 2017 could be made only by the
methods; cash deposits, bank drafts or
OTTP and this has controlled dishonouring
of cheques to a certain extent.

w




Recommendations / Directives
The Committee directed the CAO of
the Ministry of Finance to take
necessary decisions in this regard in
consultation with Bank of Ceylon,
People's Bank and Ceylon Clear
Private Company.

08.

The fact those who run Casino
businesses are required to pay a
tax of 200 million rupees

annually and that a penalty is
charged for the annual tax paid
after the due date.

In Sri Lanka, there are 4 entities
involved in the casino business, and
out of them, only the arrears of tax
have been collected from 2 casino
businesses, but no action has been
taken to collect the related penalty
interest, and action has been taken
only to collect the arrears of tax and
fines due from two other business
entities.

Recommendations / Directives
(i) The Committee directed the
CAO/AO to submit a report to the
Committee on the legal measures
taken in relation to the two casino
business entities that have not paid
the annual tax and whether the
related penalty interest has been
charged from the two casino business
entities from which the arrears of tax
that have only been recovered.

The said report has been
submitted through the Inland
Revenue Commissioner's letter

Both casino business entities herein stated
are running at the same premises under two
addresses.

I.  During the Covid pandemic, one
business entity has defaulted
paying of tax stating that the place
had been closed following health
guidelines. Accordingly, this
business has defaulted to pay Rs.
300 million of tax by not paying
Rs. 150 million each from the
annual tax of Rs. 200 million for
the years assessment of 2020/2021
and 2021/2022 .

II.  As per the issued default tax notice,
taxpayer has made objections by
giving explanations. Following the
discussion held on 03.08.2023 at
the Ministry of Finance with the
participation of the officers of this
department, opinions of the
Attorney General were enquired on
the taxpayer’s request and its legal
status on 14.08.2023.

10




No. FPFS/Comm/2023/25 dated | III.  Opinion of the Attorney General
15.06.2023. stating that annual default tax for
running Casino business should be
paid was informed to the Inland
Revenue Department on
05.06.2024. The department made
aware the taxpayer and the said
business entity submitted
objections again to the department.
However, default tax is being
recovered ignoring the said
objection and as an act of
recovering default tax from the said
Casino Business entity, an order
has been issued on 04.11.2024 to
cease its bank accounts.

(i) The Committee directed
CAO/AO that the Ministry of
Finance, Economic Stabilization and
National Policy and the Department
of Inland Revenue should meet at
least twice a month and hold relevant
discussions and maintain proper
coordination between the two
institutions in order to identify the
existing problems related to tax
administration and find solutions to
them. The Hon. Chair informed that
the Department of Inland Revenue
would be summoned before the
Committee after a month to examine
the progress of this meeting.

[ kindly submit the above information regarding the measures taken and observations regarding the reports
submitted by the Committee on Public Accounts under Standing Order No. 119(4) in relation to the, Inland
Revenue Department of Sri Lanka for Parliamentary Series No 95.

Sgd.
Commissioner General
Inland Revenue Department of Sri Lanka
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Cadre of the Department as at 30.09.2024

Post Service &\Grade Approved Number | Vacancies
Cadre in Post
Snr. Deputy Commissioner SLIRD - | 280
Deputy Commissioner SLIRD - 1l 1107 372 250
Assistant Commissioner SLRD - 1 205
Total ' 1107 857 250
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Name of the Department : Excise Department of Sri Lanka
Parliamentary Series Number : 95

Submission of observations and steps taken with regard to the reports presented to the Parliament
by the Committee on Public Accounts in terms of the Standing Order No.119 (4)

Number | Shortcomings identified by the Steps taken by the institute to rectify
Committee mentioned in the report | the shortcomings/present status

09 Plans of the Sri Lanka Excise e The Excise Department has
Department to increase government established a division for Risk
revenue through information Management headed by a Deputy
technology. Commissioner of Excise. The

Department has identified the
obstacles to protect the excise
revenue and prepared an action plan
to include the matters to be focused
on to increase excise revenue of the
Excise Department. Accordingly,
the relevant data regarding the
identified issues in order to zero out
the risk to protect the excise
revenue has been collected and is
being analyzed. '

The list of officers appointed to the
Risk Management Division is
attached herewith (Annexure 01).

e A procurement consultant was
selected through the National
Competitive Bids procedure to
prepare the bid documents for
selecting a solution provider to
establish the proposed Revenue
Administration System (RASED),
which has been identified as a long-
term initiative to automate all
excise administration activities of
the Sri Lanka Excise Department.
His services have been engaged by
the Department since 08.08.2024.

[N
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The preparation of the software
requirements specification
document is a key function in the
preparation of the bid documents,
and the Department has already
prepared its second draft with the
help of officers with expert
knowledge and experience in the
subject matter, and discussions for
its further revision were held from
16.08.2024 to 12. 09. 2024. The
third draft of the Software
Requirements Specification
Document is currently being
prepared, inserting the new issues
identified during those rounds of
discussions. The Department is
currently planning to select a
solution provider for this project by
February, 2025.

e [ submit the report as Annexure 02,
which includes the progress in
achieving the goals expected to be
achieved up to the second quarter of
the year 2024 in the action plan,
which includes short-term,
medium-term  and  long-term
actions to increase government
revenue.

I kindly submit the above information regarding the measures taken and observations regarding the reports
submitted by the Committee on Public Accounts under Standing Order No. 119(4) in relation to the, Excise
Department of Sri Lanka for Parliamentary Series No 95.

Sgd.
Commissioner General
Excise Department of Sri Lanka
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Name of the Department

Parliamentary Series Number : 95

Import and Export Control Department

Submission of observations and steps taken with regard to the reports presented to the Parliament
by the Committee on Public Accounts in terms of the Standing Order No.119 (4)

Shortcomings identified by the Committee

Action taken by the Institution to rectify the
shortcomings / current status

Plans related to increasing government revenue

through IT in the Import and Export Control

Department
Observations:

That the EXBS Program operating under the
US Embassy has agreed to provide
STRATLINK, (as per United Nations
Security Council Resolution No. 1540) a
computer system for the issuance of import
and export permits as a grant.

That the development of this system, which
has been started from April 24, 2023, will be
completed in February 2024.

The software development activities for the
STRATLINK computer system's first and second
stages (Stage 01 & 02) were successfully
completed by March 7, 2024, as planned.
However, it has been identified that further
development is required in the third stage to
ensure the system's long-term functionality for
issuing import and export licenses. Accordingly,
the third-stage development activities are
currently being carried out and are now in the
final phase. The system is scheduled for an
official launch on October 25, 2024.

I kindly submit the above information regarding the measures taken and observations regarding the reports
submitted by the Committee on Public Accounts under Standing Order No. 119(4) in relation to the, Import
and Export Control Department for Parliamentary Series No 95.

Sgd.

Controller General of Imports and Exports
Imports and Exports Control Department.
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