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Absolute Leather showroom opensincity | BT i ROl

Awareness dearth seen| [ty

Star. Business Report
Products at the City Heart

Industrial fair
begins in Ctg
Oct 14

" A 9-day exhibition of local
industrial products will begin
at the Chittagong Outer Sta-
dium on Oct 14. It is being or-
ganised by National Associa-
tion of Small and Cottage In-
dustries of Bangladesh
(NASCIB) Chittagong district
branch with cooperation of cen-
tral NASCIB, Dhaka.

All interested entrepreneurs
are requested to contact either
NASCIB Head Office, 63/1, Pu-
rana Paltan Line, Dhaka-1000,
Tel-842709 or NASCIB Chil-
tagong District Branch, 957/75,

Chairman of Bangladesh that the Italian products were
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Pathantooly Bylane, Kalaba-
gan, Chittagong, Tel: 505081.
711660.

"Dhaka Bank
declares 25pc
dividend

Star Business Report

Dhaka Bank Limited has de-
clared a 25 per cent dividend for
its shareholders for the year
1998. says a press release issued
in cily yesterday.

€ announcement came at
the fourth Annual General
Meeting of the bank held
Thursday at its Head Office with
Abdul Hai Sarker, Chairman of
the Board of Directors of the
bank, presiding, says a press re-
lease.

Besides the shareholders of
the bank, Mirza Abbas Uddin
Ahmed, Advisor, ATM Hay-
atuzzaman Khan, Vice Chair-
man, AIM Iftikar Rahman,
Managing Director, and Md
Mokhlesur' Rahman, Deputy
Managing Director, also at-
tended the meeting.

Abdul Hail Sarker and ATM
Hayatuzzaman Khan were re-
elected Chairman and Vice.
Chairman of the bank respec-
tively.

Welcoming 'the shareholders,
the cnairman expressed his
satisfaction over the overall

rformance of the bank during
ast year despite the unprece-
dented flood.

The bank earned an operat-
ing profit of Tk 78.80 million
during 1998 after 1 per cent gen-
eral provision on non-classi-
fied loans amounting to Tk
10.95 million. The net profit of
the bank stood at Tk 47.28 mil-
lion (after income-tax provi-
sion amounting to Tk 31.52
million] compared to Tk 33,52
million in 1987. Thé growth
rate was 41 cent.

- Deposit and advance during
1998 stood at Tk 5299.09 mil-
lion and Tk 2692.30 million re-
spectively, increasing by 30.98
per cent and 75.93 per cent over
the previous year. The return on
equity (ROE) of the bank for last.
year reached at 46.69 per cent..

Iran strikes deal
with S Arabia
on OPEC secy

general post

TEHRAN, Sept 19: Iran and
Saudi Arabia have reached a
deal on their conflicting candi-
dacies for the secr general-
ship of the OPEC oil cartel, Oil
Minister Bijan Namdar-
Zangheneh said today, cited by
state radio, reports AFP.
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Finished Leather and Leather
Goods Exporters’ Association
MA Sattar yesterday said that
there were huge demand for the
locally-made leather goods in
the domestic market but less
awareness was the main hurdle
towards building
favourable image.
People hardly know about
the local industries that are
producing quality leather prod- |

ucts, he said, while spe at
the inaugural ceremony of an
outlet of Absolute: Leather

up a

shc:-p%ing mall yesterday.

While opening the show-
room, the president said that
such an outlet would help in-
iroduce local leather productis
in the domestic market in a big-
ger way.

“The shop-owners use for-
eign brand names to market lo-
cal products in the domestic
market,” the Association presi-
dent said.

Bhuivan also called for
technological advancement to
enter foreign markets. He said

selling as the best-quality goods
in the market mainly due to
technological radvancement,

which the local producers
lacked.

Speaking on the occasion,
Absolute Leather Products

owner SM Lokman said that the
Bangladesh leather industry
had a long way to go. "We are
still at the primary stage, but
well ahead of many.”

He hoped the outlet would
contribufe to creating aware-
ness about local p{ﬂducts.

Ik 15cr creit scheme for govt
officials to buy computers

The government has intro-
duced a Tk 15 crore credit-
scheme for the interested offi-
cials tggé:rchaﬂe computers, re-
ports ; .

Finance Ministry sources
said the scheme has been
launched since the current fis-
cal aiming at developing skills
of the government officials.

Sources said that consider-
ing the total amount as 'capital
investment', the government
would provide a hié-u:st loan of
Tk 60,000 each for the first
class gazetted officers.

The interested officials have
a scope to draw the amount as
'‘advance' against their respec-

.......
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tive 12-months basic salary
and should repay the same in 60
installments with 10 per cent
interest per year.

Meanwhile, a policy has
been formulated in this regard
and sent to different ministries
and departments with their re-
spective allocations.

According to the rule, con-
cerned official has to submit
purchasing documents to the
respective authorities within 30
days of purchase of computers.

However, it was clearly
mentioned in the policy that
the officials seeking advance
would not utilise the money for
anything other than computers.
If so, departmental action could

be taken against the concerned
officials, sources said.

Meanwhile, Bangladesh
Computer Samity (BCS] has
praised the government saying
the ipitiative would certainly
help expand computer market
in the country and grow new
skills in information technolo-
gies. BCS opined that the ﬁuv-
ernment effort would also help
create a new generation imbued

. with the latest IT knowledge as

the kids of the officials would
have a chance to become famil-
iar with computers.

The Ministry of Establish-}

ment will provide a 15-day
training course to the creditors.

Abdul Hai Sarker, Chairman of the Board of Directors of Dhaka Bank Limited,

e e
e

addresses

the 4th Annual General Meeting of the bank held in city Thursday. Mirza Abbas Uddin
Ahmed, Advisor, and AT M Hyatuzzaman Khan, Vice-Chairman of the bank, were also pre-

sent among the directors.

— Dhaka Bank photo

Latifur Rahman (Middle), Chairman and Managing Iiirectur of Bangladesh Lamps, speaks at the company's 38th AGM

held at Dhaka Sheraton Hotel on Thursday. Also seen in the picture are (from left): Diréctors Saifur Rahman, Sham-

sur Rahman, Shahnaz Rahman, Obaidur Rahman Khan, Atiqur Rahman and company secre

tary AKA Mugtadir.

—Bangladesh Lamps photo
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Bangladesh Lamps
declares 20pc
dividend

Bangladesh Lamps Limited,
the official licensee of Philips
Electronics NV Holland for
lighting products and manufac-
turer of Philips electric bulbs,
has declared a cash dividend of
Tk 20 per share at the 38th an-
nual general meeting of the
COmpany, says a press release.

Latifur Rahman, Chairman
and Managing Director of the
company, presided ‘over the
meeting which was attended by
g large number of shareholders.
e meeting held at Dhaka

‘Sheraton Hotel on Thursday

approved the annual report and
accounts of the company for the
year ended December, 31, 1998.
During the year, the com-
pany made a pre-tax profit of
Taka 31.7 million and the net
assets of the company rose by

- 15 per cent over the previous

year. _
The Board of Directors of the
company comprises Latifur
Rahman, Shahnaz Rahman,
Saifur Rahman, Shamsur
Rahman, Obaidur Rahman
Khan and Atiqur Rahman.

ANZ Grindlays
opens 7/th ATM
at Uttara

- ANZ Grindlays Bank inau-

gurated its seventh automated
teller machire (ATM) recently -

at SR Plaza at-Uttara, DRaka.

This is the first ATM of ANZ
Grindlays in Bangladesh that is
not located in a branch
premises. The ATM has become
operational from Thursday,
says a press release.

The teller machine was for-
mally inaugurated by Arun
Nangia, Regional General Man-
ager, Middle East and South
Asia of the bank. Muhammad A
Ali, General Manager and
Country Head, ANZ Grindlays
Bangladesh, and other senior
officials of the bank were also
present on the occasion.

For the convenience of its
customers and to provide supe-
rior customer service, ANZ in-
tends to install a few more
ATMs very soon. Six other
ATMs of the bank are located at
Dhanmondi, Gulshan, Kakrail,
Sheraton Hotel and Dilkusha
in Dhaka and at Nasirabad in

| Chittagong.

IMF to offer Y2K loans

to emerging markets

TOKYO, Sept 19: The Inter-

national Monetary Fund is to

sel up a special loan facility to
help emerging markets deal
with potential financing prob-
lems due to the millennium
computer bug. a daily said to-
day. reporis AFP. -

Japan, the United States and -
Eumﬁean countries have agreed.
e programme ahead of

on t
meetings of the Fund and the
Group of Seven industrialised
nations in Washington this

weekend. the Nihon Keizai

Shimbun sairl.

The loan facility in partl::u—"

lar is aimed at discouraging in-
vestors from abruptly with-
drawing their money from
emerging markets to take refuge
in developed nalions over the

year-end, it said.

The [acility will be approved
at a G7 meeting Saturday and
the conlerence of the IMF In-

“lease.

Britain, Canada, France, Ger-

miany, Italy, Japan and the
_ United Sta'tgs. ; |

= The prnpuaed IMF luans. ﬁilll

Ctg Urea Ltd
suspends its
production
: Chittagong Urea Fertiliser
.Ltd suspended its production

temporarily due to sudden me-
chanical fault, says a press re-

It is expected the normal
roduction will be restored
rom September 24 after com-

pletion of necessary repairing

works. '

There would be no cﬂses in
the distribution of Urea fertil-

izer. to the dealers under its

terim Commiltee Lthe following  ~command area, the press re-

day, the daily saids G7 groups , lease added.

. moncey

be provided for emerging mar-
ket nations that request help
under conditions scl by iic
IMF, the daily said. It will be in-
troducecd in October or Novem-
ber.

- There are fears that a mas-
sive fund exodus from emerging
markets might cause turmoil in
international [inancial mar-
kets as developing countries are
said to be hehind in their prepa-
rations for the Y2K problem.

A major global financial
crisis may occur if Asia, Russia
and Lalin America, which have
yel to fully recover [rom (he fi-
nancial turrmoil, sulffer another
cxocus, the daily
warned.

The Y2K problem refers to
the inability of many older
coniputer systems {o differen-

‘Liate between 2000 and 1900,
It is feared that the bug, un-

less addressed in time, could
crash systems in a host of sec-
tors including banking.
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Arun Nangia, 'Regiun'ai General Manager-Middle Eas

e &

t and South Asia of ANZ Grindlays

Bank, Muhammad A Ali, General Manager and Country Head-Bangladesh, and other

senior officials of the bank a

Dhaka.

re seen after the inauguration of the seventh ATM at Uttara,

—ANZ photo

"Direct taxation is not a
novelty in India introduced b
the British; as is too commo
supposed, but a most ancient
and well-known institution”,

The British pgovernment
which had gradually aban-
dormed direct taxation was
obliged by financial necessities
following the 1857 Sepoy
Mutiny to revert to direct taxa-
tion in 1860. With one object or
another, twenty-three Acts on
the subject were passed between
1860 and 1886. Owing to the
perpetual changes, peﬁple fell
easy prey to fraud and extor-
tion. A new ensued in 1877,
This was made in considerable
appreciation of the past defects
and desire to avoid them. The
general structure and machin-
ery of the 1886 Act was simple.
This Act worked smoothly for a
substantial period. The war in
1916 necessitated increased

taxation. The graduation was _

niade steeper and the tax rates
increased substantially. The
Act ol 1918 remedied the pre-
vailing defects and empowered
‘the Tax Collector to call for re-
turms of income in all cases and
for evidence in support. The
provision of law was further
consolidated by the Income Tax
Act, 1922. This Act was materi-
ally amended in many respects,
notably in the year 1939. The
Income Tax Ordinance. 1984,
replaced the Income Tax Act of

lmﬁi-‘""ﬁ]ali trip do
: down t
memory-lane shn-fld reveal ::IE
ter alia the involvement of the
assessment procedure over the
years in a nutshell. Till a few
years back, the practice was to
€xamine .every return filed. to
call each assessee to the income
tax office with his books and to
Pass assessment orders in each
case. Later, the Taxes De art-
inent started accepting g }Zil'gﬂ
nullnber of returns wij
amination and scrutin S re-
stricted to hardly ten A T-aen: Eﬁf
returns filed under the self-as-
sessment procedure. Even then
whether " with or without
scrutmy_an dassessment
Was required to be passed in re-
?rpect of every return filed. As
om July 1,71999, the law is
changed and as soon as an as- '
Eeﬂsee gets acknowledgement of
is return (which is to be filed

Self-assessment of income tax

By M Tafazzal Hossain

after paﬂ'lng taxes), his duly is
over, There will be no such
thing as an assessment order in
the ordinary case. Evidence of
the submission of Return under
the self-assessment scheme
would now be treated as the fi-
nal disposal of such cases. How-
ever, twenty per cent of the
cases filed under the said
scheme would be subjected to
post-audit on the basis of com-
puler generated 'random’' sam-
R o' BE SSESPISH (grder
spect of those cases.

What does 'audit’ stand for?
The term has not been defined
in the Income Tax Ordinance,
1984. Nor it has been spelt out
by the National Board of Rev-
enue in any of its circulars. So,
there appears no comprehen-
sive meaning of the 'term’'. In
consequence, there is no unified
‘audit code' available in the
country to be followed uni-
formly by all the officials in-
volved in the job of detailed
scrutiny and investigation. In
a”d'ltikﬂbl;ihnn?& tglertfure. the
audit job wou performed
dfffergnt officials in their ﬂwbz
separate ways. There would be
no synchronisation of the job
done throughout the country. -

The Oxford Advanced Learn-
er's Dictionary defines 'Audit’
as "official examination of ac-
counts to see that they are in
order”. The Chambers 21st Cen-
tury Dictionary has defined the
term as "as official inspection
of an organisation's accounts
by an accountant”. In the back-
drop of historical pective of
the existence of self-assessment
scheme in our country and the
element of detailed examina-
tion and cross-verification
tagged with it during the last
three-and-a-half decades, we
would incurporate within the
fold of 'audit’ scrutiny of cases
on the basis of personal judge-
ment, information available,
trade practices etc. In the ab-

-sence of audit code, audit man-

. uals etc. for tax audit. our dis-

‘cussion in the paragraphs that

follow would centre around
‘post detective measures for
compliance’' in general without
being specific.

Tax evasion, strictly speak-
ing refers to the acts of non-
payment or under-payment of
taxes by over-stating expenses
or unstating or understating in-
come in the book records by
falsifying, concealing and de-
stroying k-records and sup-

orting vouchers or by other
raudulent means. Tax evasion
connotes recording short-sales
and reporting fictitious ex-
ﬁqnses; where on the other
and. an assessee making a
false return or by misleading
the income tax awuthorities
evades tax, is tantamount to
concealment of income. What
constitutes concealment in the
ordinary sense is easy to com-

- prehend. If Mr 'X' has made

sales of Tk 30,00,000 but has
shown sales of Tk 25,00,000
and thereby reduced his income
by a sum of Tk 5,00,000 he has
concealed the particulars of his
income. Then again. if the ac-
tual expenses deductible in his
assessment are Tk 20,000,000
but he inflates his nses and
claims ch}I; 23.00.000 he has
oInc 5 ]

glﬂl%%{? If %r ,{)gﬂ:;él% ) urrglé
of income which he does not
disclose at all in his return and
the income from that source is
Tk 1,00,000 he has furnished
inaccurate particulars of his
income.

Tax audit targets these areas
of lapses. It aims to detect the
causes of tax evasion, conceal-
ment and non-compliance. The
main reasons for tax-evasion
and concealment are not easy to
identify, but the following fac-
tors seem to contribute substan-
tia]la?'r to the problem:

The complexity of

‘the tax laws and effort-ob-
structing, enterprise-deflecting

and growth-constricting fre-

quent changes to its provisions:

b) Inadequacies in the in-

formation reporting and with-
| holding system; '

_substituti

c) In case of non-compliance,
in-substantial penalties in
amount and uncertain applica-
tion of such penalties:

d) The tax payers' perception
that the risks of being audited

and investigated are low indeed:; °

e} The growth in multina-
tional business, coupled with
the increased diversification
and sophistication of tax-pay-
ers have opened new vistas for
non-compliance.

The primary function of au-
dit is to verify the accuracy and
completeness of accounts to en-
sure that all receipts are
brought to accounts under
proper head, that all expendi-
tures and disbursements are au-
thorised, vouched and correctly
recorded and that the final ac-
count represents a complete and
true statement of the financial
lransactions it purports to ex-
hibit. The primary duty of audit
in examining an account is to
verify that all financial trans-
actions are properly recorded in
the account under examination
and that they are allocated to
the proper heads of account.

Post-Tax Audit or post-de-
tective measures are necessary
as the ultimate deterrents to
non-compliance, The Audit
Management Division ordinar-
ily looks after the audit job. The
total responsibility for plan-
ning, directing and controlling
of audit and investigation ac-
tivities at the national level
rests with this tylae of organisa-
tions. Normally located at the
headquarters, responsibility of
such organisations include the
development of audit tech-
niques, work manuals and reg-
ulations for tax auditors. The
Audit Management Division
also su ses the conduct of
the enforcement programme
carried out in different offices.

The procedure of audits
varies according to the provi-
sion of law. By inserting sub-
section (2) in section 83A and
sub-section [ELQI_

n

section B3AA. provisio as

been made in our law to subject

L]

20 per cent of the cases filed un-
der self-assessment procedure
to post-audit on the basis of
computer-generated 'random’
sampling both in the cases of
individuals and private limited
companies. The concerned
Deputy Commissioners of
Taxes have been authorised to
conduct intensive audit and. if
required, to frame reassess-
ment orders as per the provi-
sion of section 83 or 84 of the
Income Tax Ordinance, 1984,
However, no systematic audit
rocedure has been laid down.
n consequence, the actions of
the different Deputy Commis-
sioners of Taxes cannot but be

- inconsistent, discrete, discrim-

inatory and incoherent, yield-
ing inaccurate and unfair criti-
cisms of kaleidoscopic vari-
eties.

The discussion as made so
far should lead us to an in-
escapable conclusion that there
exists no systematic audit pro-
cedure in the country. We refuse
to believe that our framers of
law are not aware of it. But un-
fortunately, ground realities
disclose that though legal pro-
visions have been made for tax
audit, no organisation has so
far been created for carrying out
the task. Nor any attempt has
so far been made to develop the
audit code, audit manuals, in-
struction manuals etc. Litera-
{ure on audit techniques, guide-
lines, work-manuals and regu-
lations for the tax auditors are
singularly absent in the coun-
try.
~_In the following paragraphs
we would put up an outline for
carrying out post-audit in the
world aof taxation. The proposal
is made with the expectation
that the authorities concerned
would make due perusal and
take necessary steps in the right
direction to make the provision
of law incorporated in the
statute book for auditing mean-
ingful.

1. Information gathering:
The collection and manage-
ment system should centre

and post-au

it

i

‘around tax returns, registration <~ corporation. tax, VAT ete. are
documents, real estate owner-- ‘scrutinised and the defieiencies.

ship, stock holder listings, en- -« if any,

try and departure records, pas-

sengers car ownership, export--..

import related data, computer
data etc. Information on un-
healthy economic activities
contrary to the general social
norm, such as information on
taxpayers who live luxuriously
on unproved and suspicious in-
comme sources, manage volumi-
nous private loan businesses,
carry out speculation on real es-

'tate, hide large amounts of in-

heritances and donations, and
who are criticised publicly on
account of their immoral man-
agement of business, be gath-
ered. > e B

Based on the tax retirns,
business performance, turnover
growth rate of the preceding few
vears, the propriety of each and
every 'person’ should be evalu-
ated comprehensively.

are noted, While
performing field audif, the au-
ditors visit the concerned of-
fice, job sites or workshops and
altempt to detect cases of tax
evasion ‘without detaining
books, ledgers and other evi-
dences necessary for audit.
During the course of a field
audit in a big business house,
the following itemms should or-
dinarily be checked thoroughly

i) Investigation of the inter-
nal control system:; .

ii) Record-keeping per-
formed, various forms used and
contents of source documents
prepared by each department of

- ‘the business concern;

2. Case selection: Cases of

both individual and private
limited companies to be se-
lected for investment within a
time-frame (say a year) aecord-
ing to the policy and guidelines
of the National Board of Rev-
enue on the basis of audit man-
power, time, budget, and if pos-
sible, the "propriety scares” {to
be determined by computer).
Moreover, in order to avoid dis-

proportionate emphasis on a.

particular type of business or
class of turnovers, some special
selection criteria like these
may be used:

(a) The rate of fictitious or
false issuance of invoices etc;,

EoE
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ili} Business ass;ﬁu:d to each
department and staff;

iv] Various administrative
and accounting regulations
prepared and executed by the
business concern;

v)] Modes of production,
transaction and payment;

vi) Examination of amount
or quantity on hand for quick
assets and inventory; and

vii) Fluctuations of assets
and liabilities and the sources
thereof.

Tax compliance is an impor-
tant aspect of lax administra-
tion. In the field of interna-
tional taxation, new and timely
~measures such as information
exchanges and correspondent
investigation between the tax
treaty countries are required to

. be strengthened and developed.

Tax compliance by multina-

(b) Speculation in real estate; . _ tional enterprises would then

(c) Problems found during .

w

be encouraged in order to reduce

the course of a 'desk audit’on a . efforts to avoid and evade taxes

business house; E

(d) The investment involved
in related and group businesses;

3. Audit execution: Audits
are implemented firstly as a
'desk audit' and then as a 'field
audit'. Firstly, the cases are ex-
amined and investigated in the

Tax Offices on the basis n} :

~of the national tax laws or

records available with -the of-

across the countries,
Tax audit is a post detective
measure for tax compliance. All

... the compliance polices and

“practices shotild be oriented

and channelled to approaches
that could lead fo increased.
voluntary compliance either
Jhrough a better understanding

fices. Records of income tax,  °through increasing- the risks

associated with non-compli-
ance.

- Tax administration of the
country is now armed with the
legal provision for conducting
quasi-judicial proceedings in
cases covered under the self-as-
sessment scheme. It is essential
that a central organisation like
the Audit Management Division
is created for performing the
audit job. The sooner it is done,
the better will be the yields.
Developed human resources and
well thought-out techniques are
very vital for an organisation
concerned with the
enforcement of tax laws and .
regulations. We have no reason
to believe that the concerned
authorities are not aware of
these requirements. Since no
concrete step has so far been
taken for ensuring the machin-
e?r needed for implementation
of the audit tasks, we are con-
strained to stress the need once
again, We would recommend
that a group of bright and bril-
liant officers with the right ap-
titude and comprised of Deputy
Commissioners, Additional
Commissioners and Commis-
sioners should be 'drafted to
some developed countries like
the United Kingdom and Japan
for receiving training in the
field. On return. they would
form the 'core’ of audit officials
and should be asked to develop
the modalities for conductin
audit operations along wit
imparting training to staff and
officers involved in the audit
job.

Tax audit is a specialised
task and can be performed only
by specialised people. It is not
every-body's job. Half-baked
provision coupled with no ma-
chinery or at the most, tainted
machinery handled by un-
trained officials, cannot ex-

. pected to unearth the volume of

tax-evasion and concealment
nor can it detect tax evasion
practices and where the secret
documents or evidences are pre-
served. The sooner we realise it;
the better it will spell for the
nation, :

The writer is retired Member
(Taxes) qf the National Board of
Revenue (NBR} and now a part-

. ner of a Law Firm, Adil & Asso-

ciates.



