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Proposal Affected counters Impact

VAT Rate

Increase VAT rate from 8.0% to 12.0% Possible impact on all sectors. Prices of goods and services will increase 

causing consumer demand to decline.

Telecommunication Levy

Increase Telecommunication levy from 11.25% to 15.0% DIAL, SLTL Increase in cost of data and voice shall 

negatively impact affordability and volumes.

1. To be implemented with immediate effect
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Proposal Affected counters Impact
Income Tax

Personal Income Tax (PIT)

Reduction of personal income tax relief from LKR 3.0Mn to LKR 1.8Mn Consumer services sector, 

Retailing sector, Food, 

Beverage & Tobacco sector,

Super market chains,

Construction sector.

Reduction in disposable income will negatively 

impact demand.

Reduction of tax slabs on taxable income from LKR 3.0Mn to LKR 1.2Mn 

and impose tax rates of 4.0%-32.0% for each slab

Make Withholding Tax (WHT) mandatory, consider WHT on interest and 

dividends as final payments and reintroduce a relief on interest income of 

LKR 1.5Mn for senior citizens

Possible impact on all sectors. Negative impact due to contraction in profitability.

Impose WHT on service payments exceeding LKR 100,000 per month 

made to individuals such as professionals.

Corporate Income Tax (CIT)

Increase corporate income tax rate from 24.0% to 30.0% and increase 

concessionary tax rate from 14.0% to 15.0%

All sectors Negative impact due to contraction in profitability.

2. To be implemented effective from 01st Oct 2022
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2. To be implemented effective from 01st Oct 2022 Contd…

VAT

Decrease the VAT registration threshold from LKR 300.0Mn per annum to 

LKR 120.0Mn per annum

Possible impact on all sectors. Prices of goods and services will increase causing 

consumer demand to decline.

Remove the VAT exemption granted for sale of Condominium Housing 

units.

MHDL, PLR, ASCO, OSEA, JKH, 

AEL, KDL

Negative impact as pricing of units will be increased 

causing profitability to decline.

Betting and Gaming Levy

Increase annual levy for carrying on the business of gaming from LKR 

200.0Mn to LKR 500.0Mn

Increase annual levy for betting

 From LKR 4.0Mn to LKR 5.0Mn when it is carried on through agents

 From LKR 0.6Mn to LKR 1.0Mn when it is carried on using live 

telecast facilities

 From LKR 50,000 to LKR 75,000 when it is carried on without the 

use of live telecast facilities

Increase the rate of levy on gross collection from 10.0% to 15.0%
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Proposal Affected counters Impact

Income Tax

Making dividends paid by a resident company to 

non-resident person liable to income tax

Possible impact on all sectors. Negative impact on dividend payout.

Remove the following tax holidays;

 Recycling of construction materials – 10 Years

 Businesses commenced after TVET training - 5 

Years

 Manufacturing of boats and ships – 7 years

 Installation of communication towers – 5 years

 Letting bonded warehouses or warehouses 

related to the offshore business

Negative impact as profitability will decline.

Remove of additional deduction granted for 

expenses related to Marketing and Communication

Possible impact on all sectors.

VAT
Reviewing VAT exemption schedule and removal of 

unproductive exemptions based on the economic 

benefit

Possible impact on all sectors. Prices of goods and services will increase causing 

consumer demand to decline.

3. To be implemented effective from 01st Apr 2023
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Disclaimer

This Review is prepared and issued by First Capital Holdings PLC based on
information in the public domain, internally developed and other sources,
believed to be correct. Although all reasonable care has been taken to ensure
the contents of the Review are accurate, First Capital Holdings PLC and/or its
Directors, employees, are not responsible for the accuracy, usefulness,
reliability of same. First Capital Holdings PLC may act as a Broker in the
investments which are the subject of this document or related investments
and may have acted on or used the information contained in this document,
or the research or analysis on which it is based, before its publication. First
Capital Holdings PLC and/or a connected person or associated person may
also have a position or be otherwise interested in the investments referred to
in this document. This is not an offer to sell or buy the investments referred to
in this document. This Review may contain data which are inaccurate and
unreliable. You hereby waive irrevocably any rights or remedies in law or
equity you have or may have against First Capital Holdings PLC with respect to
the Review and agree to indemnify and hold First Capital Holdings PLC and/or
its principal, their respective directors and employees harmless to the fullest
extent allowed by law regarding all matters related to your use of this Review.
No part of this document may be reproduced, distributed or published in
whole or in part by any means to any other person for any purpose without
prior permission.
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