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Post-cyclone Needs

As clearer pictures of the devastation wrought by
last week's cyclone emerge, we are becoming in-
creasingly convinced that loss of lives has indeed
been minimal, though not negligible where human
lives were involved. But the loss to properties has
been beyond description. Now in the aftermath of
the cataclysmic visitation, the victims are natu-
rally exposed to nature's elements. Their homes
and hearths destroyed, most people of the affected
areas are in need of immediate help at this time of
their distress. The government relief efforts, by all
indications, have not yet been able to reach suc-
cour to the cyclone-affected people everywhere and
sufficiently.

After an initial assessment of the damages, the
government has made its position known: that it
does not want to seek foreign help but if any coun-
try volunteers to give assistance, the same will be
accepted with thanks. This can be interpreted as
the administration's capacity to handle the situa-
tion on its own. We have no doubt about its ability
to do the job. But what we would like to point out is
that an emergency situation such as this calls for
mobilising all the resources of the country for the

relief effort. %
We are noticing with dismay that political dia-

tribe has started between the ruling party and the

opposition over the respective merits of their han-
dling situations, the BNP government during the
1991 cyclone and the AL government now. We
think what is primarily at issue is the plight of the
victims which needs to be attended to without any
distraction whatsoever. The opposition may point
out the government lapses in relief distribution
and at the same time the government could have its
own version; but the overall attitude on both sides
should be to help matters, not enter onto a political
duel. Dangers of cataclysmic proportion should at
least remove the political divide for sometime.
Why not stand by the victims together by conduct-
ing an integrated relief operation?

If the government and the opposition work to-
gether to help the victims, a lot of benefit will ac-
crue. First, they can plan to provide the affected
people with the first thing first and coordinate in
the rehabilitation work and medical programmes
to get the best result possible under the situation.

Cd's Remarks

Chief Justice ATM Afzal has minced no words in
expressing his dismay over the performance of
subjudges and assistant sessions judges while
of a' traiming programme they had attended. ~

Coming from a person who is at the apex of a jus-
tice system his diagnostic remarks about where
things are going wrong at the lower tiers must be
deemed to be of great meaning, authenticity and
force by all concerned.

And that he has shared these with us in a
forthright manner will only help increase public
confidence in the highest judiciary which is mani-
festly initiating a process of introspection among
the subjudges and assistant sessions judges.

The honourable Chief Justice has given us a gem
of a quote to this effect: you do not need tall talks
like rule of law, independence of judiciary and en-

' forcement of human rights .... all such good words

would be automatically implemented if everyone
discharges his duty properly. The emphasis is
clearly on sincerity, application and hard work,
sterling qualities that can help accomplish many
things in spite of all the limitations and con-
straints one is wont to citing when faced with criti-
cism.

He has asked the junior judges to speed up dis-
posal of cases at a rate of more than six in a month,
ensure the quality of judgements that sometimes
land on the doorsteps of the higher courts and con-
tain the appetite for posting to Dhaka ignoring the
need for judicial work in the outlying areas.

The ends of justice will never be truly served so
long as these pitfalls are not avoided.

Rural Infrastructure

Many people who have been to the interior tend
to marvel at the shiny road stretches that today
criss-cross Bangladesh, little realising that sordid
tales lie buried under the lustre and silken
smoothness of the bituminous exterior. The net-
work could be still better in terms of mileage and
uniformity in quality.

We have an authentic view on the subject from |

no less a quarter than the World Bank itself, the
horse's mouth, as it were, from whom we regularly
receive funds for rural infrastructure development.
A WB study report reveals with a startling effect on
the gullible who were going gaga over the pic-
turesque thorough-fares that a yawning gap exists
between the infrastructure development planned

and the physical targets actually met over the '85-

95 decade. The achievement falls short by as much .

as 61 per cent. Imagine how much more spectacular

the infrastructural picture would have been with
the missing networks of roads and markets in
place! We have today 8,400 kilometres of feeder
roads and 78 thousand kilometres of rural roads
making up a rural road system that has about 'one
gap' in every two kilometres which is technically
regarded as an impediment to rural mobility.

The World Bank visualises, the total financial
requirement for maintenance and development
works at Tk 12,660 crore over the next ten years.
Bangladesh needs raising a greater proportion of
internal resources for the purpose than before, al-
though the World Bank is expected to be forthcom-
ing on this having research-based knowledge on
the subject.

Equally important is the.quality aspect of the
roads coming up. It is often said that where local
contractors were used the work has been sloppy.
This has to be borne in mind with an overall stress
laid on the standards of roads being planned.
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Twilight of the Stock Price Debacle

TOCK prices, in general,
S are determined the
interaction of d emand
and supply. Stock differs from
other consumer goods to the
extent that stock itself can't
directly be consumed like other
consumer goods rather the
income generated by it can be
used for consumption purposes.
Accordingly, determination of a
stock price may be governed by
the volume of net assets it
holds. However, in spite of its
considerable bearing on the
rice of a stock, net assets are,
E1 a sense, the liquidation
value of the enterprise and
thereby not considered most
suitable measure for a going
concern. Basically, the most
important aspect in the stock
price mechanism is the amount
of earning the investor's earn-
ing the investor's money will
realise in a certain period. This
is usually related to the divi-
dend rate which can play a cru-
cial role behind demand and
supply relationship and
thereby price formation.

An anticipated future divi-
dend is subject to uncertainties
and influenced by many eco-
nomic and non-economic fac-
tors. Fluctuations in security
prices are the function of a va-
riety of factors. Interest rates,
industrial production. com-
modity prices, savings, invest-
ments, population, employ-
ment, political and economic
developments, technological
changes, corporate prolits,
earnings or dividends, in-
vestors' feelings etc. are the
prominent ones that can influ-
ence stock prices. As a result,
many indeterminate factors
come into play to complicate
the pricing mechanism.

Stock Trading

Stock exchange is the legal
platform for trading in the sec-
ondary market. Trading is con-
ducted by the broker—members
of the stock exchanges in
Bangladesh. An investor can
associate himself with the
stock exchange trading only
through a broker whom he can
approach to execute his buy or
&f:lliJ order. DSE brokers are al-
legedly taking unnecessary long
time to execute the order which
often goes against the interest
of the investor, In order to exe-
cute an order to buy or sell secu-
rities on behalf of his client, a
broker is supposed to provide
services at the time of executing
a sell order as well as provide
services and funds for a buy or-
der. He charges a commission
for such services which is 1 per-
cent of the total value of the
transaction. Thus, the stock
markets in Bangladesh pre-
dominantly operate through
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sometimes. This may upset the balance between demand and supply.

In order to stabilise the market, it is

necessary to conduct some price supporting activities. Such activities are speciallly needed when the market
is dominated by speculaton and rumour.

the agents without any respon-
sible market makers. The
members of the DSE do not op-
erate margin accounts for gen-
eral investors. There is no pro-
vision in Bye-laws of the Ex-
change for undertaking market
making roles.

While the stock exchange
brokers must carry out trading
of the listed stocks on the floor
of the exchange in principle, off
floor-transactions are carried
out through a kerb market in
Bangladesh, notably during re-
cent times. Trading of shares
during floor trading hours as
well as trading hours is
condu number
of interested investors assem-
bled outside the stock exchange.
Transactions are con-
ducted through physical deliv-
ery of share certificates in the
kerb market. Very often trans-
actions take place at a distorted
orice. Fraudulent practices en-
trap ple through trading on
the false certificates have be-
come a regular phenomenon in
the country's kerb market cen-
tering the DSE. The unregulated
kerb market has exacerbated
the stock market manipulation
and inflicted extensive damage
to the market. Such unrecog-
nised markets, if not guided
properly, might have negative
impacts on sound development
of stock markets.

The market operates
through 'an open outcry' with
broker-members seated around
a table with no access to out-
siders. Dealing prices are
recorded with a chalk on a
black board by a member of the
stock exchange staff. the
standards -of large stock ex-

changel_ in developed countries,
the technology is simple and

not subject to technological
failure. For a market of this
size, the trading arrangements
can, by and large, serve the pur-
pose. However, in view of the
growing size of the market, fre-
quent allegations about the
market manipulation, and re-
cent upsurges followed by sharp
downswings credibility of the
system as a whole has been
brought into question. Comput-
erisation of the trading system
and introduction of a central
depository system (CDS) can
bring improvement of the situa-
tion.

Under central depository
system for securities, transac-
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tions in securities are cleared
on books merely by entering
such transactions in the ac-
counts concerned, with the
stock certificates held in cus-
tody by a certain agency, in-
stead of physically delivering
them after each transaction.
Since this offers the
advantages of rationalising de-
pository and delivery of large
number of securitfes as well as
preventing possible loss or
misplacement, it has been in
use now a days in many coun-
tries. Physical delivery of share
certificates is not permitted un-
der CDS. Consequently, people

will be discour to go to the
kerb market thereby it may
reduce the dominance of this
market. It is true that comput-

erisation has proved efficiency,
accuracy and of trading in
many markets. But liquidity of
the market may suffer from en-
tire computerisation. Order

flows are ﬁe:nmted. although at
least partially, by subtle inter-
actions of human activities on
the floor, including behaviour
of the rivals, floor atmosphere,
floor gossips and so on, all of
which can hardly be held by
computer. That means prices
might be 'overshooting’ or un-
dershooting' if traders are just
reacting to price moves on the
screen without well under-
standing the reasons behind
such moves.
This may result in rather
market volatility due to lack of
:xchan'ﬁc of information
amo. e traders. The system,
therefore, needs to combine the
advantages of the technology —
efficiency, accuracy and speed
— with those of human interac-

tion, visibility and informa-

‘tion exchangeability on the

trading floor so that maximi-
sation of liquidity and better
market coordination can take
place.
Recent Price Swings

In the history of Bangladesh
stock markets the most signifi-
cant event occurred in 1996
when the market behaved irra-
tionally. In DSE all share price
index rose from 770 in January
1996 to about 3,700 points in
the first week of November of
the same year. But it plunged to
2.261.47 points on 29 December
1996 and again to less than 900

in April 1997. This abnormal
price swings have taken place

ignoring all micro— and
macro— economic fundamen-
tals. The price of shares of a
cmll_'ltﬂany. having negative
worth, increased three to four
times. Even share price of a
closed company also increased.
The abnormal rise in share
prices created an urge for
mindless gambling among the
various segments of feﬂpie.
Some people took the situation
to become rich t. Sud-
denly the market started u:%e-
rieminﬂ%ﬂ ni tmnrcakeau the
overpri share market began
sliding toward its rational level

cv:;z day and subsequently

The alarming fluctuation
created a serious on
investors. It is difficult to segre-

te any factor -

le for this price upheava
rather a combination of some
factors including some Rucy
issues might have contributed
to such ment. The likely
candidates that might have
some bearing on it aré price
manipulation on the exchange.
lack of proper implementation

of a circuit breaker, with-
drawal of lock-in system, ab-
sence of institutional traders
on the exchange, lack of aggres-
sive campaigning about eco-
nomic fundamentals and its

ave consequences and the
ike.

Fluctuation in equity price
is a wusual phenomenon
thruu%'mut the world. It is ]iboﬂ*
sible that a temporary supply of
or demand for an extraordinary
large amount of securities takes
place sometimes. This may up-
set the balance between demand
and supply. In order to stabilise
the market, it is necessary to
conduct some price supporting
activities. Such activities are
specially needed when the mar-
ket is dominated by speculation
and rumor. A circuit breaker
implying a price limit and trad-
ing halt may work to stabilise
the market especially when in-
vestors behave rather irra-
tionally. The concept of a cir-
cuit breaker is not a new one.
Yet it is one of the most contro-
versial issues among all finan-
cial discussions. In the final
analysis it is explained as a
trade off between financial effi-
ciency and stability. When one
emphasizes financial effi-
ciency, he must do it at the cost
of more systematic instabili-

ties.

Similarly, when one em-
phasizes financial stability, he
must do it at the cost of more
competitive inefficiencies. The
choice will depend u the cir-
cumstances in which the mar-
ket is situated and eventually
upon the value jud t of a
society. It is found in many
countries in some form or the
other and the rules are framed

to their respective
needs. Advocates of
objective contend that a circuit
breaker would unduly delay
price discovery, injure the in-
vestors them to accept
'incorrect’ ces anticipa
tr halt. It is also
that it causes deprivation of
hedgers fron market use when
it is most needed. On the con-

trary, ts argue for effec-
tively limiting financial risks
and hence tic instabil-
ity in cri times. They also

contend that it may even facili-
tate price discovery provid-
ing a 'time-out' during which
counter orders can be generated.
Bangladesh's market is rela-
tively small even if it is com-
pared with other emerging
markets of South Asia. e
presence of foreign portfolio
managers with th hug: fund
can easily create an i
between demand and supply.
This is needless to say that they
will try to manipulate price
with their profit motive. In
view of the market condition of
Bangladesh, financial stability
n to be supported by the
authorities concerned and

hence a circuit breaker may be
of help if executed effectivel
considering the cause of over
market development instead of
the interest of any individual
party. Simultaneously, wide
campaigning through media
against such irrational be-
haviour and their consequences
also need to be conducted. Legal
measures should be instituted
and executed effectively by the
authorities concerned in order
to contain manipulation of
stock prices,

The implication of the with-
drawal of lock — in system in
the market is a subject of em-
pirical investigation. However,
it is unlikely to be positive in
the market condition of
Bangladesh. Experience of un-
dertaking reform and stabil-
isaton programmes shows that

in Bangladesh

countries are prone
foreign funds that ultimately
rove unsustainable behaviour
eading to financial market
failure. This is because exces-
sive optimism is created
domestic and foreign l-n?l.':ltnrlm
and the policy—makers. Al-
though better economic per-
formance and large inflows of
foreign capital justify such op-
timism initially but afterwards
it does not sustain in general
resu into a recession, crisis
in the financial markets and
capital flight.

Investment in stock markets
of the domestic,
investors has SOme momen-
tum recently that needs to
be retained. Recent volatile
stock market behaviour is
likely to have its negative im-
pact on sound market
ment. The authorities should
impose financial controls in an
apgsp:ija:jc form lmt the
potenti amage. tions
of cross-border transaction of
financial capital are suitable
tools. In the t of the experi-
ence of successful liberalisation

‘programmes undertaken by

ast Asian countries in 1960s
and 1970s, such moves appear
to be appropriate in the context
of liberalisation and stabilisa-
tion policies currently being

PR Conelusion

Anyway. securities markets
provi investors a means to
trade freely and timely. issuers
to raise lunds cheaply and
smoothly and the economy to
allocate resources efficiently.
But the securities markets in
Bangladesh have not yet devel-
0 to accomplish these func-
tions at a desired level. Institu-
tional structure has also been
suflering from various limita-
tiﬁnsédlack of hpu'ofminnllum,
alleged oligarc ya.morﬁthcl:x—
change brokers, weak legal
framework and execution
thereof have significant impact
on securities market develop-
ment. Price manipulation and
other market abuses like in-
sider trading, underhand deal-
ing and the like are likely to
stem from such situations. The
efforts need to be directed to-
ward eliminating these weak-
nesses of the market. The au-
thorities concerned should
continue their efforts to such
areas like broadening the active
membership of the exchange,
ensuring fairness and trans-
parency, enhancing profes-
sionalism, inl:n:asin? the num-
ber of securities listed, in-
tegrity, stability and liquidity
of the market and so on.

The writer is a Professor of .
Finance at Nagasaki Univer-

sity, Japan

“' 8 pur country's next bu-
dget is being formulated
and the changes to our

tax laws are being concep-
tualised, discussed and given
shape, I put forward two issues
which are very important and
which, in my view, demand
immediate attention of our
respected tax law makers.

1. The urgent need of provi-
sion for bad loans for the sake
of financial health of our
banks: Bangladesh Bank's
strict mandate for making pro-
vision versus the diametrically

opposite damper applied

against such provision by In-
come Tax Department

The stark injustices meted
out to our banks unabatedly
continue — not to speak of the
one more effective step of trying
to make our already cumber-
some tax laws more non-trans-

parent by our successive fi-

nance ministers and our distin-

guished finance secretaries and -

executives and officials at the
helm of the National Board of
Revenue. I have personally
dwelt at this particular issue
many times and at many fo-
rums, although without any
luck so far. But since this issue
continues tp come back to me
with a consistent repetition in
my professional practice, I feel
not inclined to give up in the in-
terest of natural justice and fair
pl:ﬁ' in the realms of taxation
and framing of our tax laws. Let
me make one more attempt to
explain the situation.

Prior to passage of June 1990
budget all provisions for bad
loans made in the books of ac-
count of banks were summarily

. For Ensuring Transparency
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In certain situations and for making tax assessments and their finalisation easy, transparent and quick, our
tax laws in 1990 provided a very convenient method at the dis_paaul of our tax assessing officers.

disallowed for tax assessment
purposes. One can see how big a
disincentive it was for the
banks in accounting their
known loan losses as an ex-
pense and at the same time a
boon for inflating both their
profits and the loan portfolios
with all their inherent ramifi-
cations. In the June 1990 budget
this disincentive was removed
from our tax laws and a tax de-
duction for provision for bad
loans, based upon loan portfo-
lio classification and approval
of Bangladesh Bank, was al-
lowed to the banks up to a max-
imum of 45 per cent (increased
to 5 per cént in 1994) of total
outstanding loans including all
interests under clause (xviiiaa)
of section 29 of the Income Tax
Ordinance 1984 on the condi-
tion that such a provision is ac-
tually made and shown as an
expense in their books of ac-
count.

This was prompted to level
with the pronouncement of
Bangladesh Bank made, at the
behest of the donors, immedi-
ately before, in 1989.
Bangladesh Bank had then
mandated that all doubtful in-
terest income was no more to be
accounted for as income in the
banks' profit and loss accounts
but be kept hanging in balance
in Interest Suspense Account

until actually realised in cash
from borrowers making it then

qualified to be treated as in-
come. and thus accounted for in
the banks’ books of account as
well as profit and loss accounts.
Subsequently, in 1994,
Bangladesh Bank wrote to Na-
tional Board of Revenue rec-
ommending non-imposition of
tax on such Interest Suspense
with full justification. But the
Tax Department, disregarding
Bangladesh Bank's recommen-
dation, ‘started — and todate

continues — with some varia-

tion, the practice of adding such
doubtful, notional and unreal
income to the actual and re-

alised income of the banks and
taxing on equal footing the sum
of the two types of income — one
unreal, the other real.

As a result of persistent per-
suasion, this tax treatment was
realised as being highly unfair
and injurious and eventually
Finance Act 1996 brought about
an amendment to section 28(3)
and mandated not to tax such
Interest Suspense any more un-
til realised in cash by the
banks. Up to this, the decision
was fully justified and very fair
— although long overdue. But,
surprisingly, the justice done
with one hand was, at the same
time, taken away by the other.
The decision not to tax Interest
Suspense was made conditional
to not allowing the legitimate
deduction of provision for bad
loans up to the said maximum

of 5 per cent of total outstand-
ing loans by adding a fresh
proviso (although not very well
worded) to the said clause
[xviiiaa) of section 29.

What therefore happened is
that insertion pf the sald pro-
viso negated the whole thing b
equating Interest Suspense wit
Provision for Bad Loans made
in the books of account of the
banks thereby taking the mat-
ter back to the proverbial
square one. The rationale with
the Tax Department that
an assessee should not and
cannot be given benefit for the
same expense (Interest Sus-
Eense} twice. Unfortunately, it

as not been realised by the Tax
Department (and this leads to
all the subsequent problems)
that a bank's claim for provi-
sion incorporated in its profit
and loss account has absolutely
nothing to do with its Interest
Suspense not incorporated in
its profit and loss account as
the said amount of provision,
allowed up to 5 per cent of total
outstanding loans, incorpo-
rated in its profit and loss ac-
count is always arrived at after
deducting Interest Suspense
from the total classified loan
account values and therefore
that Provision, thus netted off,
does not include any part of In-
terest Suspense. The two ele-
ments erroneously being con-
sidered at par by the Tax De-

"Railway bﬁdge over
Jamuna"

Sir, This refers to the letter
of Mr AKM Shamsul Hoque,
former chief Engineer, JMBA &
RHD in your daily, published on
May 18, 1997. The issue of a
separate Railway Bridge needs
attention before time runs out,
There is a proverb in Bangla, "A
stitch in time saves nine." We
now realise how true the
proverb is. The construction of
a broad gauge railway line on
Jamuna Bridge should have
been thought to start with.
Probably, the concept of inter-
regional and international co-
operation was not thought of.
Just an addition of modest fund
could enable us to get a dual
gau%e (meter and broad) which
could easily help the region for
"globalisation”. Time has al-
ready proved what a short-
sighted policy we adopted be-
fore. To prevent another short-
sighted %olicy. it is time now to
hink about another railway
bridge on Jamuna and convert
the present hrid‘fc into full-
fledged 4-lane bridge by making
good use of present space for
railway track. This is the time
for making the crucial 'one
stitch'. Otherwise the nation
will need 'nine’' later.

The separate railway bridge
will solve two problems. First,
we will have a dual gauge
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we will have a full-fledged four-
lane bridge that will be appro-

priate for Asian Highway. If we
don't act (i.e., putting one
stitch), right now the present
one lane and one breakdown
lane in either direction will
prove quite inadequate, and
therefore we may have to go for
2nd and 3rd ones like
Bosporous bridge to connect
‘Asia and Europe, as mentioned
by Mr. AKM Shamsul Hoque. As
estimated by Mr. Hugq, the cost
of a separate railway bridge will
be only about 150 million US
dollars. The cost will be mani-
fold if we delay, because the
chance of making good use of
present, space for railway line
will be lost by that time.

Since the present govern-
ment believes in inter-regional
cooperation and "globalisa-
tion", 1 would like to draw the
attention of our Communica-
tion Minister and Prime Minis-
ter on this issue.

Dr. G Mustafa
‘Transport Economist
Jahan Road
Mohammadpur, Dhaka

The British Election
Sir, 1 have read the article
*"The British Election: Do We

have something to Learn? " by
Dr. Khandakar Qudrat-I-Elahi

published in your daily on 18th
May, 1997.

ile trying to identifying
the causes of poverty in

adesh democracy, the au-
thor has "indeed identified the
true factors responsible for the
crises in our political system”
and has quite accurately quoted
Maudud Ahmed.

Mr. Maudud Ahmed is al-
ways char:‘gning his political
colours sui to his personal
convenience, being himself a
Pnlitir:a] beneficiary of these
three factors responsible for
the crises" but writers about the
democratic principles and val-
ues while he himself is con-
stantly raph;% the chastity of
democratic culture.

People like Mr. Maudud
must immediately be garbaged
and this is what "we have some-
thing to learn" from British Po-
litical custom, which the visit-
ing dprufessur from Canada
could not identify.

Nazmul Karim
101, Mi Para, Tejgaon,
Dhaka 1215

On having enemies
Sir, Who says the Awami
League has no enemies? All suc-
cessful people have enemies,
and are the victims of envy and

jealnusY.
The latest breakdown in the

electric power national grid on
May 4 due to the deliberate or
accidental blowing up of a
transformer at a critical junc-
tion is once aﬁain suspected to

be the second act of sabotage.
But the funn tis like a
double-edged sword. Some say,

it may be work of those who
like to import power from a
civilisation 5, years old (1) ;
while the other camp put the
the sapert oL reiwhuqnar";nmr' A
e im o ;
professional, employing tech-
nocratic wit, remarked that he
had no objection to the import

of electricity of the voltage and
current were 90 degrees out of
phase (in non-technical gargun.
it Iineans the power output is
nil).

As a patriotic citizen, with
limited knowledge, my 1magle:r
nation visualises keeping un
watch the following areas (out
of a large check-list) for unde-
sirable activities. Implantation
of computer virus in public,
fiscal and other sensitive net-
works; bugging of hotlines; anti-
anti-graft missives; blockage of
sewerage pipes; bursting of
water pipes; printer's devils in
the new, sanitised text—books;
use of truth serums on patriotic
workers.

A Zabr
Dhaka

partment are two different
things and attempting to

courtiter or balance one with the
other is not only illogical and

unfair but wholly wrong.

Before the passage of Fi-
nance Act 1996 a bank was
asked to pay tax on a sum by un-
justly and illegally adding In-
terest Suspense to the bank's
declared income. The impact is
clear. The bank was asked to
pay tax on Interest Suspense
which it did neither account for
as income in its books nor did
actually receive. This tax could
only be paid out of its deposi-
tors' money! The state of affairs
was bad and chaotic enough,
with all the banks naturall
disputing and filing appeals
against such assessments — but
the doors for filing the appeals
were kept open for the banks.
So far, to the best of my knowl-
edge, no bank has accepted this
kind of illegal and unjust as-
sessments and paid any tax ever
on such Interest Suspense, nor
the courts of law have given
their final verdict on these ap-
peals filed by different banks.

Regrettably, in quest of giv-
ing justice to the banks, a
greater damg%%was done by Fi-
nance Act '1 . Let me explain
how. This Act did two things
simultaneously: (1) It took In-
terest Suspense off the hook
and away from the taxman's
axe by making it taxable under
section 28 only when actually
received by the banks in future
earning a tremendous
amount of gratitude and res
from the banks. (2) At the same
time, it made the already-per-
mitted deduction of Provision
for Bad Loans subject to the Tax

Department's unjustly and ille-
galf"y adding

and the In-
terest Suﬁnac. It does not re-
quire an Einstein to ﬁgure out
what Finance Act 1996 has
dfélﬁe a_r;d“ has t&kﬂaln m;way the
right scope a s
by the banks against such ille-
gal assessments and imposition
of unjust tax on Interest Sus-

Put another way, Interest
Suspense has been belatedly or-
dained to be taxed only when
realised in cash, on the condi-
tion that the deduction for pro-
vision for bad loans allowed to
the banks since 1990 be stopped
forthwith. Again, analysing the
effect of this bad law is not very
difficult. Banks will again start
shying away from making ade-
quate provision for bad loans
in their books on different pre-
texts — the prime one being
their non-allowability for tax

]i:urpnm as prevalent prior to
990. Who will be responsible
for tting the uation

of the financial curse created by
the banks, which has since
1980 eaten up about 5 cent of
our GDP, and which is bein

shamelessly tried to be cur

with the country's poor taxpay-
ers' money to the tune of thou-
sands of crores of Taka annu-
ally by way of recapitalising
and replenishing the banks'
lost capitals? en will we
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wake up from our slumber? It's
already unpardonably late!

One would only that the
situation will be remedied by
our Finance Minister by keep-
ing the amendment to section
28 (3) intact but dropping the

roviso inserted in section 29

1) (xviiiaa) retrospectively
from July 1996. Let us make our
tax laws transparent as keeping
such an unjust and ambiguous
provision in our tax laws does
not auger well in the backdrop
of demands of time when the
economy is opening up for re-
forms and we except to compete
with other reforming eco-
nomics in the region and to at-
tract domestic as well as foreign
capital towards economic in-
vestments in the country.

2. Fresh attempts to negate
the practice of fin -
tion of tax returns as filed by
taxpayers along with auditors'

certificate under section 82
In certain situations and for

making tax assessments and
their finalisation easy, trans-
parent and quick, our tax laws
in 1990 provided a very conve-
nient method at the disposal of
our tax assessing officers. In
those situations if the tax re-
turn filed by the taxpayer was
accompanied by the concerned
auditors' certificate, the return
was to be accepted as correct by
the tax officer with no ques-
tions asked. Of course, auditors
were exposed to very serious
unitive measures if they will-
ully signed an incorrect cer-
tificate, The auditors have very
courageously braved the situa-
tion and have issued such cer-
tificates. The biggest beneficia-
ries of this simplified method
have been the foreign compa-
nies which were for the first
time excused from the rig-
maroles of attend the tax
offices for never-ending hear-
ings, receiving whimsically and
illogically drawn out assess-
ment orders full of litigation-
prone additions to income as
well as disallowances of legiti-
mate business ses, conse-
quent filing of appeals and go-
ing thruugﬁ'l the arduous pro-
cesses of obtaining jus-
tice/injustice from different
levels of appeal-disposing au-
thorities — each time payllﬁ
al advance taxes on disput
tax demands, etc. This has been
a step in the right direction to
ensure quick collection of
taxes, reduce unnecessary and
uncalled for paperwork of the
assessees as well as of the tax
officers and appellate authori-

ties, relieve the t yers from
the tension they Im

sorily undergo with their tax
assessments,

While formulating the next
budget and enacting changes in
our tax laws one sincerely
hopes that the scope of this
simplified, convenient and
quick method of taxation will
be enlarged for the sake of
transparency for everyone con-
cerned and justice and quick
disposal of tax cases for the
taxpayers. and any or all at-
tempts to reverse the S8 Or
thwart the mechanism alread
lace will be severely dealt

and crushed.
writer (s a senior Lax

consultant.
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