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Deduction of tax at source should be applicable only
when the commission or cash discount or fees are paid
to distributors for distribution of goods and not on product
discounts allowed to customers or trade discount or
lowering the mark-up.
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"..Bangladesdh Shilpa Bank, Bangladesh Shilpa Rin
Sangstha, Investment Corporation of Bangladesh, any
commercial bank including the Bangladesh Krishi Bank and
Rajshahi Krishi Unnayan Bank and any Non Banking
Financial Institution (NBFI), the income by way of interest in
relation to such categories of bad or doubtful debts as the
Bangladesh Bank may classify in the income year in which it
is credited to its profit and loss account for that year or, as the
case may be, in which it is actually received, whichever is
earlier..”

Non-Banking Financial Institution &l Jifeen< 51 T3 A=
T v fafae ¢ =ifapifre =71 | o2 37 Wi cFase Tow oF g 938
I S T AT | (R 4T 2 (©) @ NBFI @3 9T $rgret (73,
O 9 FEAF oY IS TFPeTIE ©B (F@ [ e AT | o
AIF G F-1EFe FIRAE SABTET T3 <71 Qb (9)-5 IS
AT (TS AN |

F:\Budget Proposal 2013-14\pdfilncome Tax.doc

po)




TP R

S (SERATEEET

%

R4

SRS TG Sdb-8 GF CI-T d ALCHET ¢ Tax on provision for bad
and doubtful debts :

Provision made against classified loans and diminution in
value of investment by Financial Institutions (Fls) should be
included under Section 29 of Income Tax Ordinance 1984 :
Deductions from income from business or profession.

Section 29 of Income Tax Ordinance (ITO) 1984 lists the
items to be considered as allowable deductions from income
from business or profession.

Proposal :

We propose that provisions made against classified loans/
leases and diminution in value of investment by Financial
Institutions should be included as an allowable deduction from
income from business and profession under section 29 of ITO
1984.

Alternative Proposal :

At least 'provision on bad and doubtful debts’ should be
allowed as admissible expenditure incorporating this item
under Section 29 of ITO 1984. Only the general provision on
good/special mention account (SMA) may be subject to tax.

As per Bangladesh FID circular no. 08 of 3 August 2002, all the
NBFls is are required to charge certain percentage of provisions
against all types of loans. Charging of provisions in the profit
and loss account reduces the profit for the year. But tax
authority does not accept these provisions as allowable
deductions from income from business. Therefore they add
them back and charge income tax. Now, adding back the
provision on good loan is justified while provision made against
classified loans should be allowed as deductible from income
from business and profession as the company is not in a
position to recover that portion of classsified loans. Charging tax
on provision against classified loans will just deteriorate the
financial health of the company and will affect the shareholders’
interest.

Also in case of diminution in valu of investment, the provision
made through profit and loss account should be accepted as
allowable deduction as the company will not be able to realize
the cost of the investment.

So we strongly recommended that provision asanist classified
loans and diminution in value of investment should be treated as
an allowable deduction under section 29 of ITO 1984.
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