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BUDGET ’96-97

HERE is noe denying the o = . s - s ' Fickals.

rief Commentary and Reflections on Finance Bi -~ "Eoirect Tuxes — Temport

the condlition ol the ma : : mcm
sses can not be improved. All N : . ._ Dllty
reforms are hard and need other chauce by strengthenitig ol initsal public offering to en by Mughtaq Ahmgd, FCA with the Appellate Tribunal. ally made in the books of ac- m"hwm.‘ﬂ
sacrifices from the people and the planning system and by  courage participation of noi . The percentage has now been count. Almost concurrently. iss by the Preshi In-
cou  for sustenance from the toning up the management in resiclent Bangladeshis in pri companies? This will shy awa should be welcomed by our ex- braught down to 40% as a relief Bangladesh Bank wmnandated speetion Agencies: The forum
administration. The new adni- the nationalised sector niary public shares. This 1s 4 the foreign investors. . porters. However. why not get (o the as:t ~ssees' cash flow. that all uoubiful mterest 1n- for filing such PSl-related ap-

nistration has come to power
through rmplr‘s mandate
People will generally support

I is not clear why and with
what favourable signals the
SOEs have been given another
chance of wasting scarce na-

very welcome move and should
yield positive results.

Direct Taxes — Income

Enhancement of individual
annual tax exemption limit by
Taka 5,000 to Taka 60,000 :
This is Mmadequate. Existing

rid of this withholding and

make all export earnings free of

tax? We need foreign exchange.
Full exemption of capital

Stopping the taxing of
banks' doubtful interest income
falling due on overdue and
stuck-up loans, but making it

. come be no morg accounted for

as income in the banks' profit
and loss accounts but be kept
hanging in balance in lnterest

peals has now been shifted from:
the NBR to the Appellate Tri-
bunal for the sake of unifor-
mity as all other appeals are

the reforms and even undergo

hardships now. In another tional resources considering T: trend of market prices of essen- s on sale of bonus shares : conditional to non-allowance Suspense Account until actu- handled by the AT. Along with
year's time, the initial euphoria their past record of having an aXx tials [or bare survival demands apital gains on sale of bonus of the bad debts: There-was a ally realised in cash {rom bor- this, mandatory PSI uire-
mayv be over and then it will unsatiable appetite for gobbling Corporate tax rates: Kecpitny?  its [ixation at Jeast at Taka shares, s~ long taxed, has now  Ume (pric: ‘0 passage of June rowers making it then qualified ment for imports thr land

usually be late to introduce
reforms. However, a close look
al the parametres of the budpget
will surprisingly reveal that the
new administration’'s vision is
rather missing in respect of (i)
disposal /down -sizing of state-
owned enterprises [SOEs). [ii)
privatisation, (iii) infrastruc

public money and creating in-
surmountable mountains of
losses.

Allocation of agricultural
subsidy fund of Taka 100 crore
for poverty alleviation and an-
other Taka 100 crore for micro-
credit : Manifold uses of the
agricultural subsidy fund of

intact the existing tax rates of
35% and 40% respectively for
publicly traded compantes arid
non-publicly traded companies.
the rate of 47.5% lor banks, in
surance companies. financial
institutions and non-resident
companies has been slashed
down by 2.5% (o 45%.

100:000. This would have been -
at par with the total annual ex-

emption of Taka 100,000 al-

ready allowed now in case of
agricultural income;

Acc:fhm:l: of individual re-
turns with declaration of 10%

higher income. compared to
previous year : Under the exist-

been made lully exempt at par
with such gains on oliier shares

Jisted with company's stock ex-

changes. This ought to larther
activate the stock market and
altract both local and foreign
investors.

Enhancement of annual ex-
emption limit for agricultural

1990 budget) when. albeit fol-
lowed since long, all provisions
made in the books ol account ol
banks were summarily disal-
lowed for tax assessment pur-
poses, One can see how big a
damper it was for the banks in
accounting as an expense their
known debt losses Lthereby i:-

‘ta be treated as income and thus .

accounted for in the banks'
books of account as well as
profit and loss accounts. But the
tax department started, and to
date centinues, the practiee of
adding such doubtful. national
and unreal income to the actual
and realised income of the

bil..

routes in case of Hili (Dinajpur)

and Sona Masjid (Rajshahi) is

beinilwithdrawn at par with -
this kind of exemption already
allowed to Benapol and Tama-

Reduction in highest rate:
The highest rate ol customs
duty has been brought down
from 50% to 45% to accelerate

ture development. (iv) attract- Taka 100 crore hahvc dl:iu:t:n ['}"h?] tax rﬂtles i:rlrtift HT.:'” high Inghlaw. such an acceptance.  income : This has bee: raised  flating both their profits and hanku_fandh equally tax:lf.ng the the hace of Winorts for lrads
i i - 1 ed as subsidisa- and their multiplic S COn- without raising an uestion, [ror § 55, : sum of the two types of income g
ing foreign and private invest plann plicity g any q ronl Taka 55,000 to Taka the loan portfolios with all % ohthreal. the bihes real and industry..It needs further

ment in energy. telecom, etc. (v)
harnessing national savings,
[vi) handling the continuing op-
erational losses and erosion of
capital bases of nationalised

tion /rehabilitation of (a) 80%
cost of farm irrigation and
other agricultural. machinery
through the channels of partic-
i[paung banks, (b} farmers af-

fusing. It was expected that
these rates would be unitormly
brought down in the vicinity ol,
say. 30% or so generally al par
with other fast developing

was conditional to equation of
this 10% increase in total in-
come with increase in total
wealth which frustrated the
very purpose ol this incentive.

100.000 per vear providing a
signiticant boost to econcmic
Activities ceniring on agricul-
lure.

Reduction of mandatory

their inherent ramifications.
In the June 1990 budget this dis-
incentive was removed from
our tax laws and a tax dedhction
for ' bad debt provisions, based -

Considering this tax treat-
ment as highly unfair it has
now been decided under section
28 (3} not to tax such Interest

lowering the maximum rate in
concert with other fast develop-
ing countries in the region.
Bangladesh has to appear coin-

commercial banks (NCBs). fected by natural calamities. (c) countries in the region. Fur- That condition has now begn  payment prior to filing an a upon the classification and ap--  Suspense any more. Up to this, etitive. Local industries wil!
agncu]l,{:qral output and:input  ther, why should the banks. in- .withdrawn and intent of the pcmu thﬂppeﬂatcln‘l‘gl'bnn.]lr: 'plI':Jva.l of B esh Bank, wi:m the decision was fully justified ve o become competitive ?;;d
rod-

presently borne by the I:DL].I]U’{E
tax payers., and cornering the
loan defaulters. (vii] putting the
parallel economy of undeclared
income into country s use and

rices, (d) cost of fuel and in-
rastructure for use of irriga-
tion equipment through com-
mand area development,. {(e] cosl

surance companies and other
[inancial institutions and. spe-
cially. the non-resident com-
panies be discriminated against

initial incentive restered in
full.

Reduction in rate of with-
holding on export earnings :
This has been reduced from ex-

Therc is a requirement Lo pay
50% of the ﬂil'fercnce deter-
miined on the basis of the order
of the first appealfnd the tax

allowed to the banks up to a
maximum: of 4.50% (increased
to 5% in 994) under section 29

(xviiiaa) of the Income Tax Or-

Che Wil Star Entertainment Guide

and very fair — although long
‘overdue. But, surprisingly. the
justice done with one hand has
]DeelL at the same time, taken

producers of good quality
ucts. Visionless dﬂ?tﬂﬂt of local
consumer industries is eco-
nomic folly. Conditions must
be created where those desirous

well-being, (vili) starting taxing of urea fertilizer, "and (f} devel- and asked to pay an additional : pavable on the basis of the re- dinance 1984 on the condition - aAwayv by the other. Now the de- =
large cultural income real- opment of fishery and livestock 2% tax compared to other local isting 0.50% to 0.25%. This turn prior to ﬂ!ing an appeal that such a prowvision is actu- cisfon r}'ml to Lax Interest Sus- fé- ?unrival should be compe-
istically, etc. People had. on the  subsectors. - pense has been, made condi- “’C.: t ially PCs
other hand, expected sope fu- It is also proposed to allocate s i tioatal to nol allowing the Jegit- m}ﬂﬁﬂ‘ifi m[EﬂpdEE:Ctlﬂ }i— B
ture directional sense in the  another fund of Taka 100 crore : imate cdeduction of 5% praovi- ; O e
budget td overcome these from revenue and development n C zl _ - _ " sion for bad debts by adding a Value-added Tax (VAT)
chrnnjﬁ I::Ina tl:l'_lau%ia c?n-f budgetsdas the capital for the v ° . Iresh p]rm;isﬂ to the said clause of the VAT collec-
stant fissures in the et o proposed organisation to su- - . i Gibinalol Decloon 290 tion net: VAT is collected at pre-
OUr SCAICE resources. HEY are Bangladeshis, | hahiduzzaman MM Islam h ve locatad i What has therefere hap-  sent only at the import and
but they hardly belong by S d ﬂﬂd I mﬁlﬁdf:”iug;ﬁa S:"ilu ated on pened is that insertion of the  production stages. It is now be-
. to Bangladesh. Because  of restrictions imposed by the ries including schooling of 427 acres of land with about said proviso has negated the ing, step by step, expanded up to
GENERATION OF REVENLE Taka/Crore they live in enclaves encircled Indian guards. Bangladeshi of- their children. ; 1000 population, the enclave is | Whole thing by equating Inter-  supplies at wholesale and retail
Revenue receipts Budget Revised by Indian territories. "We are  ficials are also not always al- Ramdas, a middle-aged fish ' believable used as a strong hold | ¢3! Suspensc with provision for  levels. _
: 1996-97 1995-96 | not allowed to travel to our lowed to visit their own territe- seller from the Indian enclave by Indian criminals. Many a | D2d debts made in the books of At present VAT is levied on
Tax revenue (82%) 14.025 12,233 mainland. Thus we are ries. . of Dasier Chara has no problem  convicted offenders and gang--| 2ccount of tHe banks thereby 29 types of economic services. It
Non-tax revenue (18%] 3.095 2279 condemned to live in isolation,” There have also been in- in doing his business at Gan-  sters also take shelter in this | !1King the maitter back tq the  is now being extended to include
(100%] 17.120 15512 said a resident at a Bangladeshi  stances when Indians prevented jerhat in Kurigram district. enclave when they are wanted [”’""‘ﬂh‘al square one. It must  services .cndered by shipping
enclave along the Kurigram emergency Bangladeshi pa- Our family has all our busi- by the authorities, e realised that a bank's clai agents, audit and accountancy
Customs duties (+15%) 4410 3,850 frontier. tients from going to the main- nesses at Ganjerhat." Ramdas “We cannot take action | for provision incorporated in  firms of chartered accountants.
Value-added tax (+16%) 4.390 3,790 India has also a number of  land hospitals. "The Indian -said. "We don't find any prob- against them. as Indian per- | ils profit and loss account has ~ consultancy and supervisory
Income tax (+179%) 1,850 1,583 enclaves within Bangladesh  BSF go by their own rules . Th lem in coming to Bangladesh." mission is needed to go to the | absolutely nothing to do with ' firms, leasing companics as
residents is not as widespread  or dying from accidents,” said try I belong to . But I roam meetings are required. Mean- | Porated in its profit and loss ac-  air cenditioners. dish anten.
SECTORAL ALLOCATION as that of Bangladeshis.The In-  Abdul Hakim. another enclave around freely” said Dabal Das while the culprits manage to go | count as the amount of provi-  nas, ete. 1
Revenue expenditures dians are almost free to move  dweller. who also hails from Dasier into deep hiding," said a local | Sion incorporated in its profit Among the professionals
Education (+4%) 2.233 2,149 both into India and Bangla- Most of the enclaves are lo-  Chara enclave and lives on beg-  Bangladeshi official , who | and loss account does not in-  only chartered accountants and
Defence (+7%) 2.215 2,069 | desh because Bangladesh does  cated along Rangpur-Kurigram-  ging on Bangladesh land. spoke on 'condition of | clude Interest Suspense. The . consultants have been brought
Social and community not have enough guards to Lalmonirhat frontier. Of the to- p in a vicious circles, anonymity. two elements are two different under VAT. It is highly unfair
service . (+3%) 1.016 990 control them. Bul Indig has a  tal enclaves here, about 50 many of the inhabitants, 1 Thus the enclaves have also | things and attempting to that other professionals like
Health and ation tighlcr control over Eang]a- Bang[adggh - enclaves fall im in the enclaves, are not even . turned into dens of crimes such counter oy balance one with the doctors, en ecrs, ]:.EIW}"EI& cic.
control (+204) 748 730 deshis with forces four times Indian territory while some 68 aware of their nationality. assm , other is not only illogical and  have been left out. They should
Interest on foreign debt : 700 700 | higher than Bangladesh's. Indian enclaves fall in  Their world ends with the Most of the people living in *| unfair but wrong. be likewise inducted.
An enclave means the terri-  Bangladesh land. boundaries of the enclaves. the enclaves are poor and hit Extension of tax to Administration: [t's good
Annual Development Programme (ADP) tory of a state surrounded by Bangladesh has only two They are like those who live in hard by frequent flooding. To expansion units: In fulfilment that steps are being taken to
another state. Though interna- battalions of BDR guards along jsolated islands. _ eke out a living very often they | of a loug-overdue and oft-re- streamline administration.
Total (+20%) 12,500 10,447 tional rules provi for free the 597 km border in Kurigram If they try to venture out of try to go into the mainland, but peawd demnard of industries,  such as — extension of lac ility
Dompestic contribution 1794 4% movement of enclave people to  and Lalmonirhat districts. On  their enclaves to come to the their ho remain Musive due | the incentive of tax holiday, for the use of locaily made capi-
Transport [+13%) 2,440 2,152 their mainland, these are the contrary India has eight mainland, they are caught by to interference from the Indian | Upon compliance of prescribed  tal machinery in the export ori-
Education (+26%) 1.769 1402 | hardly maintained. In this case battalions of BSF along the the BSF guards. A group of - authorities. As a result the they | conditions. has been extended  ented industries: depositing on
Rural development (+31%) 975 743 by Indians. same area. In addition. India  young Bangladeshis who re- often resort to smuggling. to expansion of existing indus- time with the government ex-
v (+349%) 749 550 Consider the case of Daha- has fenced about 40 km of the  cently fled their enclaves told trial undertakings. This is sure  chequer VAT collected by au-
ml planning. water gram-Angorpota, which were  border with barbedwires. their tales of miseries and per- People purchase and sell | 1o atiract and encourage baoth  thorised persons and agencies:
supply and housing [+29%) 758 587 isolated from the mainland for Peculiarities also exist in secution. commudities using currencies foreign and local investment; displaying important govern.
Communication (+13%) 396 352 long 45 years until recently structure of some of the en- “We don't feel that we belong of both countries. However, Scope of of Ac- ment arders: making inspec-
Population and family when India allowed the enclave claves. There are a gootl number g Bangladesh. We had never most of the commodities being conntant mm tions systematic, result-ori-
ning (- 1 79%)- 302 475 residents to use the Tin Bigha  of Bangladeshi enclaves in In- had our freedom. There. are  traded are of iIndian origin. late Tribunal extended for re- cnted and transparent allpw-
m.uu [+ 89%) 185 172 corridor. diam tlerritories which alse  peatings .and other forms of T"Mhe driclave’ are listed tired members of National Mg subtission’of WethiAE Ly
- The people of these enclaves contain Indian enclaves within  t{orture by the BSF if we iry to as voters in Bangladesh. but Board of Revenue: The scope of the registered units on qpar-
Aver jump of 15% has —— = | have been lucky. But Bangla- themselves. * - leave our enclaves.” said one of most often than not many of | pnins in the post of Accountant terly basis in case of construc
: across the board Pervise the government loans | deshis in other enclaves Excepting Dahagram-An- the young men. who now are the voters can't cast their bal- Member of the Appellate Tri- tion firms, export-oriented in
for all the four revenue receipt provided for micro-credit. continue to live a miserable life orpota, the 32 enclaves in  afraid of returning to their en- lots. bunal by serving Commission- dustries and brick manufactur
heads of customs duties. VAT, The intended uses of these | with access to no civic facili- Jmonirhat cansists of 32 clave However . it appears now that | .re of Taxes. chartered accoun- ers, and those engaged in sea
binnogns tax and o lementary - two funds are s but the util- | ties. health care., education. acres of land with 950 popula- Indian enclave "Dasier some Indian leaders are finally tants and cost and management sonal activities, in order to re-
duties but its basis not been isation of the funds will require shopping and socialising. tion. There are about 17 Chara.” of 1954 acres of |land recogni the pligh'[ of the en- accocuntants has now been ex- duce their paper work, manda-
; [ull transpareticy and monito adesh has about 90 en- enclaves in Kurigram which  with 10.500 population, is 1200 clave residents. In a recent let- toiicied to incliide Tetired mem: l{::ur}r mention of Tax ldentific.-
Hiﬂhtlt allocation jump ing with provisions lor awards claves within the Indian terri consists of 2.651.3 acres of land yards inside Bangladesh terri- ter to the federal United Front bers ol the National Board of tion Number [TIN] in the :_aappli.
(7%), compared to last year, in and punishment so that the | tory, while India has about 130. with 12,230 population. tory from Ganjerhat border government in India. West Ben Revenue and retired Commis- ”-‘-_5“10{1 form for VAT registra-
revenue expenditure to de- Tawa 100 crore credit debacle of | This is the legacy of the British More than 13.000 popula- checkpost in Kurigram. The In- gal Chief Minister Jyoti Basu Slotiets 6 TARES i the asms tion and in the VAT registra-
fence followed by 4% for agri- carly 1980's through the na- rule in the su ntinent. In de- tion, living in those enclaves. dian enclave contains another called for exchange of enclaves vein, the position of President * tion certificates '|_‘GI' Sll"f‘l'lﬂthl".i_l-
culture. Health, population and tionalised commercial banks is | marcating the border little at: are living in wretched condi- enclave” Kuti Chandrakhana - between his country and “of the Tribunal, so long filled in ing cross-checking and verifi-
family planni received 2% not repeated. Where's the ma tention was paid to the plight of  tion. They do not have any po-  which belongs to Bangladesh. Bangladesh only by the judicial members of cation.
revenue ture allocation Cchinery to implement. oveisee | the people who were condemned  ljce station. not to speak of the  But the enclave dwellers are un- is statement is significnt { the Tribunal, has now been Court Fee Act
but a 17% reduction in and monilor these funds? it | to live in enclaves civic amenities such as health- able to come out to the main-  because Jyoti Basu's CPl (M) | permilted 1o be also filled in Advance payment of court
allocation. lsn't ula- Wwould be suicidal to press Taka Since its Independence care. schools and transports. land. crossing the Indian en- party is a partner in the Indian | a1y ineimber ovi the Tribunal. fees for collecting succession
tion our number one p'mn‘? 200 crore in gear without | Bangladesh has tried to resolve Although Bangladeshi peo- clave coalition government headed Miesc sleps, specially the first certificates: This system of
MMM putting the control machinery | the problem. But always had a ple are barred from movement Like Kuti Chandrakhana . by Prime Minister HD Deve | one are likely to create some  payment is being abolished to
in place. ‘ i lukewarm response from India to and from the enclaves. the another Bangladeshi enclave  Gowda. controversies as the strict re- provide relief to successors in
Perpetuation of the nation- Quota for non-residemt | Thus the enclave people. iso Indian people have free access Batrigach” falls in Indian ter- Is India undergoing a change | nuirements of candidature are distress in collecting their surc
alised sector : it has been envjs- Bangladeshis for Im"t in | lated from the mainland, con 10 H'r?whrrr Even many of ritory Resident there are also of heart? The sooner it comes | poing 1o be somewhat diluted to cession certificates.
aged to give the infamous state- domestic shares of t | tinue to suffer They can't them doing their day to day facing the same situation, the better for Bangladesh acconmmodale  certain  cate-
owned enterprises (SOEs) an- This quota has been fixed at 5% | travel to the matnland Allse business in Bangladesh territo- "Chhit Karala™ is the nearest — S NETWORK. | vinies of retired govenunent of- The ivriter is a tax considicnt,
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