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21.1: Introduction
Conipanv has it's own separate entit y truni it ' s slireholders. This emil y iS

recocnocd by the law. it is recogn sed b y the Income Tax Act also. ConrpLnly, b y its own
11ai]1e . pa y s tax. So it has a separate taxable entity. Income Tax Ordinance, 19S4 defines
Company in It more extensive way than what is general iv understood III Act.
1994. Section 2(20) of ITO. 1984 wives the definition of a Company as follows:

I) A company vitiin the meaning of (lie Companies Act, 1994 : A n V

conlpanv established or conti Riled and registered by or Lmnder Section 2(d .) of Compan es
Act. 1994,  The registered Companies arc divided into two groups, vu... ['Lib! ic Ltd.
Compan y and Private Ltd. Compan y . Both the Companies arc included tinder the above
cctuOi1. Accordine to this Act. Private Ltd. Conipanv means the company which will

a) restrict on the transfer of rights of share.

b) 111111t  the number of members openl y cxc I ud i rig those emplo yed in tire
(Toni pany.

C)	 mestric! the sell i tic of shares and cleheniure.s to the puht Ic.

I-lo\\ ever. ii  two or more persons jointly are the holders of one or more shares of a
compan y then they will he considered as one nieniber for that organ isation.

Accord Inc to the Sect ion 2) of Com panies Act, 1994 Pub! Ic Ltd. Compan y iicans
the compan y which is regrtercd under tire said act ann which is riOt a private lid, en. Thai
L', it is such a company of which shares can he i ranst'cri'ed ens i Iv arid there will be 110
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rctric1iI1 01 SClIili	 IiL11CS and dChCI1tLIFCS ill the markct incl there will he 10 iiiflieitioii of

11tLL\ilIiLlI1) ShLIrLiiOldCfs,

(2) Other Organizat ions deemed to he Company : In ad Ii i : I. he above

iatcd c0uipai1iC:. t1c ollowiiic oj- ,LT arusationS are iko CoIlSIdC[cd as c(1fliLili1cS vs Ivi

Section 2( 2() of Ii ollie Tax 	 1984
Ally body	 established 01 constituted by the PuilIila:H	 '1 Lii:Je: aa\

ILL\V for the time being in force.

H	 hank. Financial InsiitLitioiiS. ll)UiLincC	 11ipafliC	 01 iIuiV oihi InJiHiriil

(.)rwin isations which have been nationalised.

c)	 'Ally wsociat ion or bod y incorporaled by or u ider the laws of a ci ILl ntrs or kale

Bangladch and any foreign associal ion not i a2o!'porated b y or LH 4cr any law.

d	 An asocii1ion or combination of persons. called b y hatever name. if auiv of

such person is a company as defined in the (Aoiiipanies Ac. 1994 (SRO-W9) ).

C)	 Any associ t ion \vorki nc in B tnel adcsh but ice istered or incorporated in the

[ole ion Count]-\' SRO-7/9 1).

Explanation of Different Companies wider Income Tax (rdinance:

1. Bangladeslii Company:
Accordin g to Section 2(1!) of ITO. 1984,  Bancladeshi Conipanv means a comnpinv

within the meaning of the then Conipan es Act. 1913 and the Current Companies Act.

1991 A bod y corporalc ctah1isIied or consttutcd by or under an y law for the time being in

H cc is ako to he mnclu(ied in the niciiawc ur Ball
"fladcsili Company. Fader brOli the CL1e

the iectstered on-ice of the conipan ies Wild be situated in Bane ladesh.

2. Banking (ompanv:
Aceor4in to Section 2(12) of !TO, i98l. Ranl\ung Company inean a company

\\ i hill he mean 1 ic of the then Bankin g Companies Act, 1962 and the present Banking)

Conpanics Act. 199 I An y col-porate bod y established or consi i toted b y or Linder ally law

foe the time bcin g in force and encaccd ON bank no business is also to 5C LaNdcmd as

Banking (TOITI1)anv.

31 Publicl y Traded Company:
Publicly traded company "Al mean a company re g istered under companies W. 19 I

01 companies Act. 1994 and that in the income y ear its shares have been reeistcred in the
stock Exchane operating in Bangladesh.

4, Industrial Company:
The definition of lndusii Li! Compan y given as PerSchedule -1 of Finance Act, is

all inIo'ec in the countr y :\ceording to that definition. Industrial Coinpnv 1IICLI1IS Li

COiilj'lflV \k hich is euicaged in
i) Product ion or processing of goods.
ii) Production of plants, machineries and all types of parts & equipmncnts.
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iii) Construction of Ship or Motor Vehicles,
iv) Jnvestivat ion and collection/procurement of Gas. oil or any, other mineral

resources:

Oil 	 that the inCOme, protit or gait) received From one or more sou!ces stated
a above slioukl not be less than \\ o-tlii  -d ol the total i nconie of tie Income Year.

21.2: Determining Residential Status of Corporal iou and Conipanv
11'0111 the residential stat LIS point of view. Corporations and Companies ma y be

divided into two groups : i) Resident & ii) Non-Resident. The corporations and companies
are treated as resident if

i) They, are registered under Companies Act. 1913 or 1994 or established by the

recognition of the Parliament and their registered offices are situated in
Bangladesh and

io	 The control and management of their affairs are situated wholl y in Bangladesh.

Any corporation or company which does not fulfil the aho\ e two conditions would be
treated as non -tesiden

21.3: Assessment of Corporation and Company
The Compan y has its own ent itv lroni its shareholders or members As a separate

entity the corporation or the compan y pa y s tax on its total income i. e, We Corporation and
the Compan y pay tax oil total income from their own behalf and not on behalf of the

Shareholders or Members. As a result, the distributed dividend of the company among the

shareholders is added xvi th the total i nconie of the individual share hol dci's and the
shareholders pa y tax on 1Lmch income individually.

A) Some Important Issues relevant to the Determining Tax of the
Corporation and the Company

Determination 01 '1 ax Liabi Ii lv of the Corporation and the Company is different to
some extent from other assessees in the following ways

I )	 There is no minimum taxa1le income limit for the Corporation and tile Compan y I. C.
they are to pay tax on their total income whatever may be the anioilnt.

2)	 Proportionate tax rate is applicable oil 	 income of the Corporation and the
Company. Such proportionate tax rate is 302 to 45% applicable oil 	 basis of
nature of the compan y Aceordi iig to Finance Act. 2004 tax mates iie as follows

a)	 309 tax rate for Publicly Traded Company.

h)	 375% tax rate for Not Publicl y Traded Company and
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C)
	 45% tax rate or Banking and P' li mncin lg Companies. Local Authority and Other

such Coi upan ns.

(3) IThe tax rate on the Capital Gains of the Company is 15%.

(4) There is no directly deduct i bIC non-ttixibIe inc'orue from the total income of the

Company.

5) it is stated earlier that the Company and the Corporation pay tax individually hon
their own behalf and not ore hehal I of the shareholders, so dividend received b y the

shareholders would be added with I heir own total income on which they are to pay

tax it is to he noted here that dividend from Pub! iciv 'traded Co. and (hividend horn

Public Ltd. Co. enlisted in the Stock Exchange is exempted in lull.

(6) According to Sections 45 and 46 of ITO, 1984, Dividend from the company or the

corporation under Tax Holiday Scheme is exempted in lull.

	

7	 The account audited by the Chartered Accountants are to he submitted with the

Income Tax Return of the Compan y assessee.

(B) Tax free Income incase of the Company and the Corporation
The Coillpanv and the Corporation are entitled to (:[),toy the tax rebate at an average

rate on tue ml iowine tax-ftee incOIUeZl

Dividend Received horn the Compan y under Tax Holiday Scheme.

In addition to the above tax -tree i eceme. 110 tax is imposed on the followin g income

as per ITO, 1984

Issue of Bonus Shares : Original value or amount of hon LIS issued b y the

Company or Corporation among the share holders to increase the amount of paid up capital.

21.4: Rate of Tax and Rebate

Types of Companies	 Tax Rate	 Tax Rate

2004-2005 and	 2006-2007

2005-2006

On Total INcome excluding DiV(LflJ II1COITIC

received 1mm the Company tile registeiccl office

of wnidll is situated in Banladesl1

a) in the case of Publicl y Traded Compan y	30%	 -30%

b) in the case of industrial Company which is not a 	 37.5%	 40%

Publicly Traded Company

c) In the cases of Bank, Financing Institutions,	 45%	 45%

Local Authorities and other Companies

--.--
':
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d	 In the case of a person not being a company who 	 25%
	

25%

is not resident in Bangladesh

* Oil Dividend Income
	 15%

It is to he noted here that a rebate @ 10% on the tax shall be allowed to a Public

Limited Company who will declare 20 1, C, or more dividend. However, such rebate will not

be applicable in case of Bank, Insurance, Leasing Companies and other Financing
Institutions. However if such company declares dividend less than 10% it will be taxed @
37.5%. This changed rules will be applicable for the assessment year 2004-2005 & 2005-

2006. For the year 2006-2007 instead of 37.5%, it will he 40%.

A rebate @ 10% of the tax shall be allowed to a company registered in Bangladesh
under the Companies Act, 1994 (the then 1913) on so much of its profits, income and
gains accruing, arising outside Bangladesh as are brought by it into Bangladesh. It is also
to be noted here that according to Finance Act. 1993 if any assessee in Bangladesh brings

his jflcUfflC earned outside Bangladesh through official channel and invest directly to the

new industries or any auctioned industr y of the Government or purchases stock, shares.

Govt. bond and securities then such income will he fully exempted from ta\.

A further rebate to a company incorporated under the coi ripanics Act, 1994 (the then

1913) if engaged in the productioll_of_goods. shall be allowed at the. following rates

Particulars

i) Where the proclLlct ion in volume of the relevant year
exceeds 15% but does not exceed 25% of the
production volume of the precedimi year

ii) Where the production in volume ot the relevant year

- exceeds 25% of that of the preceding year

iii) Where the total income includes income received
from Life Assurance l3usiness

2. Oil amount of Dividend received from a Company
registered in Bangladesh undc the companies Act or
a body corporate formed in pursuance of an Act of
Jatio San2sacl

Rebate Amount
2.5% of the Income Tax
attributable to such income.

5 17r of the Income Tax
attributable to such income.
1 2.5 ç. w oil d be cc (ILl cc d

from such income.

I 5(I,('

Tax Rebate in case of Export Income:
i) Where the Total Income of an assessec other than a Company not registered in

Bangladesh. includes any profits and gains derived from the export of goods out of

Ban g ladesh, income tax pa y able in respect of such profits and gains shall he FCdLIcCd by

50% oil 	 condition dint
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Sale of locally manufactured machinery, equipment and other finished products
within the countr y to any agency against its procurement programme in foreign Wan-ice
qualif y for this rebate.

Supply of locally iiianuLtct ured raw materials and other inputs against Rack to Back
Letter of Credit to export oriented industries are also treated as export sales.

b) The above exemption, however, will not apply in respect of the following goods
or classes of goods, namely

i) Tea
ii) Raw Jute
iii) Jute Ivlanufacrures
iv) Raw hides and skins and wet blue leather,
v) Other goods declared by the NBR through Gazette Notification.

c ) The National Board of Revenue can prepare the rules and regulations for
calculating income from export business, tax determination and Inking necessary steps
towards that end.

21.5: Procedure of Assessment
Generally the following steps are followed in case of Assessment of the Company

and the Corporation

Step :	 Lomput at ion of B usi ness Income

Fs—t 	 :	 LCoil] l)utatiOil of Total laconic

Lstep : -3	 Deterniin ation of Tal 1 ' LX Liabilityi

FS —tc IT-74D 	Determination of Net Tax Liability

1) According to Sections 28,29 and 30 of ITO, 1984 Income from Businss is to be
calculated after considering admissible and inadmissible expenses to this end.

2) Total Income of the Company is to he calculated by adding other income with income
from business.

3	 Total Tax IJabdQv is to he delernii ned b y applying prescribed lax rate.
4	 Net Tax liability is to he ascertained b y deducting the following tax rehate Ironi lotal

Tax liability:
a) 100 tax rebate on Foreign income.
b) Tax rebate on increased production in ease of industrial co, if applicable.
c) Tax rebate on export income ( at late applicable)
d) Tax rebate at average rate on tax-free income.
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21.6: General Formal of Assessment
N:iiic ol	 i hc (on1pIn\.......................

.....................................................

lc.'i(ICfltitI	 Stt LI'

I11L'Oifl	 \ ':I

/\\cnicnt \'C1

t)Etrnhintun of Total IncoflU. and !a\ Iii))iit\



'.5I

\[nch.	 JO.S:

Purl i :Iiiars
Goods Sold	 I	 UG)

S..i... & \!.wnilccs	 . 2.50J))()
LCL] i\ O[CCO iUI	 I ,9O,0I.))

JIII.VN t ')Il LOUI1
	

35,0th)

C n\evunce Allowaiiee
	

2.5, l)0(.)
Lx penses	 ..ij)00

Ad C tit'lllCflt
	

:

'I  i(k'flLI
IHI	 J3I'0'	 I "

Ofi	 a Ic
NI

c si on
iO . I. Sccuri it's
uiiihv lncot iic

R Pwd of htconc	 { .,
lrc' Rcccived ftn ii

	
20.00()

Investment OutkIe
of adc s Ii

(•	 i.uitv	 I (f.(.))()

in':e	 lax	 I'ald
'aiicc

Iiii•'s	 :aiI	 to	 'he	 20,000
(.i:slom AW l'ot ity
Con t ribu lion	 to	 20,000
I • I .)'/i( lent Fund

U di Fxpciies	 4,000
)eprcciaiion	 .	 I ,80000

Net Profit	 .	 5.73,000	 ___

	

5l07,000 	 51,OL006!
Investigation disclosed the following information
I) Depreciation allowed by Income Tax Authority '11. 1,15,000.
2) Snlaries &. Expenses include Tk. 50,000 from which taxes are not deducted at source.
3) Excess Pcrqu kites over allowable income tax rate paid Tk. 20,000 in'tend of Sn Inrv of

4) Legal Expenses include Tk. 10,000 paid for Income Tax Appeal
5) Conveyance allowance includes Tk. 20,000 paid to the General Manager for oerscas

travelling as the representative of the Chamber of Commerce.
6) The sold machine, was purchased six years ago and it's bqok value was. Tk, 40,000 but

it's hook value is per 1ncoineJ'ax..Ru1c.was zero-The cost pi ice of the machine was
TIc 60,000,

Determine the Tax Liability, ot Eh Ciny assuming it to be, apuhhc Ltd company
".'	 !' v''"	 -•'	 - .	 -.,.	 .-'	 .,r---	 ,•..........................................................
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Solution
Assessee : Natun Kuri Company

- Status : Resident (Assumed)
Income Year: 2004-2005

Assessment Year 2005-2006

Determination of Total income & Tax Liability

Particulars	 I	 Taka

II
	

Business Income
Net Profit as per Profit & Loss A/C.
Add : Inadmissible Expenses

a)
	

Salaries & Allowances for which Taxes are not
deducted at source

h)
	

PeRluisites paid in excess of Income Tax Ru]e

C)
	

Overseas travelling expenses of General
Manager

(1)
	

Legal Expenses paid for Income Tax Appeal
e)
	

Income. Tax Paid in-Advance
1)
	

Fines paid to the Custom Authority
C')
	

Depreciation (As per Accounts
h)
	

Charity

Taka

5.73,000

50,000

20,000
20,000

10,000
2.00,000

20.000
1 .80.000

	

10.000	 ., I 0.000
I 0,83,00):.

20,000
30.000
10,000
30.000

	

20.000	 I .10.000
9.73,000

1,15.000
8.58,000

60,000
9,1 8.000

20,000
10.000

),000150.0t)0
9.68 . 0 )0

Less : Non Business income
a) Dividend
h) Profit oil 	 of Machineries
c) Interest oil 	 Govt. Securities
(1) Income Tax Refund
C) Interest oil 	 Investment

Less. Admissible Expenses
a) Depreciation as per Income Tax Rule

Add : Rcveiiue Profit on Sale of Machineries (Note : 9)

* Business Income
2
	

Non-Business Income
a) Dividend Income
b) Capital Gain on Sale of Machineries
(Tk. 70.000-60,000)
C .) lnterct on Foreign Investment

fotal Income
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Determination of Tax Liability:
a) Oil 	 Income excluding Capital Gain and Dividend

liicoine

(Tk. 9.68,000 - 3,1)00) x 309. = 11. 9,65,000 x 304	 =	 1k. 189,500
N)	 On Capital Gain '1k. 10.000 = 10,000x I 5	 =	 I .500
C)	 On Divedcni Income '1k. 20.090 = 20.000 x I 5	 .	 =	 3.000

I) Fotal Tax	 2.94,000

2) Tax Rebate

Oil 	 Income 1k. 2,000 (1 109 , = 20.001) X 10 1 . ;	 =	 Tk. 2.000
3) Ne Tax 1.iabilit (1-2)	 =	 Tk. 2.92,000
4) Advance Tax Pa y ment	 =	 Tk. 2.00.000
5) Net Tax Payable (3 —4)	 =	 Tk. 92.001)

Notes
	H	 Salaries and Allowances are inadmissible if taxes are not deducteu at ourcc.

2) Admissible perjuisities in excess of limit ould be treated as inadmissible expenses.
3) Overseas travelling expenses would he admissible onl y incase ol Govt.. oruaniscd

[earn or del Hal ion member,

	

4	 u ndrv expense and sundry income have been assumed aP, business c xpcn e and
incollic.

	

S	 Ii advance paYment of tax is icss than that of actual tax liability then 10	 intei't is
HY 1b1C Oil the dletieil amount. Here sLicli intciesl would be applicable oil

.30.800.

	

01	 Interest on Tax-free Govt.. Securities is exempted li'ouii Tax.
7) Charit y has been considered inadmissible since I 1)92.

8) It is assumed that the Co. is not a Publicl y 'Traded Co.
9	 Capital Gain on Sale of Machine =

Sales \'alue =	 1k. 70.000
Original Cost =	 ______

Capital Gain =	 - I 0.00()

RevenLic Ciam

SuJc \'Iuc =	 IL. /1).LIU()
- Book \'alue =	 ______Nil

Total Gani =	 1k. 70.000
- Cij)iiaI (JUl11	 J0,()00

F'.eve nie (ain =	 - (iO.000
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II	 ration -2:
The Profit & Loss Account for the Year ended 30th Jun. 2005 of ABC Company

was as follows
Dr	 Cr.

To Salaries	 68.000 B y Gross Profit	 1 .97.500

General Expenses	 22.500	 Interest oil 	 lax	 750

Govt. Securities

Fines	 1 .500	 "	 Other Income	 13,000

Bad Debt	 13,700

Subscription	 to	 the	 13,000

Chamber of Commerce

Contribution	 to	 the	 7,500

Recognised Provident Fund

Legal Expenses	 11.500

Insurance Preniium	 3.750

Purchase of Machineries	 11 .250

Embezzlement of Fund 	 100

Loss on Sale of Govt.	 750

Securities

Net Profit	 56,000

	

2,1 1,2501	 - 2.11,250

Additional Information

a) Insurance Premium included Tk. 750 pi'ciniium paid for the Life Insurance of

Machine man.

b) General Expenses included 'l'k. 11.250 paid for the travelling expenses of Manager

who travelled .Japan for taking trainning on New Machineries.

c) A fund of Tk. 1,500 wñs embezzled due to cleating obstacle in sending bill of

exchange.

d) Bad debt included Tk. 7,500 receivable from the deceased manager.

c)	 The Company was enlisted ill 	 Stock Exchange.

Determine the Total Income and Tax Liability of the Company.
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Solution

1)eteuini nation of Total Income and 'Fax I iabi lit y of
ABC Conipnnv

Income 'Ycar : 2004-2005
Asscssinciii Year: 21005-200

Particu ui's

H usi ness Income

Net Profit as per Profit & I,oss Account

Add : Inadmissible Expenses

i) Fines (Assuming for breaking rules)

ii) Bad Debt (Receivable from Dccc ised Manaier)

iii) Purchase of Machine (Capital Exp.)

iv) Embezzlement of Eu iid (for creating ob I ac Ic

sending 13111  of Exchange)

v) General Expenses (Travel! iiig Expenses of

Managers)

vi) Loss oil 	 of Govt .Securities

Less : Non-business Income

i) Juiciest on Le	 Tax Govt. Securities

Business Income

2 .	 [ota] Income

a) Bus i ness I nconie
h) Juiciest oil 	 tax Govt. Securities

-	 100
FR. - 0 x

Total Income

3. 'Fax Liabilit y = 30XC oil 	 Income

5 6.000

.500

7,500

11.250

1.500

II .250

750	 33.750

89.750

89. () 00

89.000
1,071

90.079

27.02 I

Notes
1) Other Income has been assumed as Business Income,
2) Life Assurance Pm'enuumu of M:ichinenmn and or her Ei'c ni urn have been con idc:cd

the Pi-em mm of the Insurance Policy on Company's asct.
S	 Ti'avcllin Expenses of Manager in Japan have bccu conodcred as capital

expenditure.
4	 Rest of the emhe y z]e meni of Fund has been considered admissible asLinling that sricli

fund was enlhcz71cd b y the employees oil
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5) Bad debt of TL. 7,500 receivable from deceased manager is inadmissible.

6) The Company has been assumed as Public Ltd. Co. and as such 30% tax oil

i ncoiiic has been imposed.

Ill us Ira Ii (>11-3:

The Profit and Loss Account of Suphal Co. for the year ended 3( )-06-2005 was as

1011O\\ s
L)1.

Tk.	 .	 Tk.

To Salaries and Bonus	 70,000 By Gross Profit 	 2,80,000

House Rent of Office	 15,000	 "	 Profit on Sale of Shares	 12.500

Fire Insurance Premium	 15,000	 Interest on Tax-free	 5,000

Stationery	 22,000	 Govt. Securities

General Expenscs	 20.000

De1ireciat.ion Provision	 12,500

Income Tax	 25.000

Income Tax Provision	 45.000

Net Profit	 73.000

2.97.500 	 2.97.5001

Determine the Total Income "Inc] Tax Liability of the Company after considering t!ie

following items

1) General Expenses include(I: Advertisement Tk, 3,0(, Charity Tk. 5.000. Payment

to the Motor Company for exchanging an old car with a new one Tk. 4.000.

2) Depreciation as per Income Tax Rules Tk. 8.000.

3) The Company purchased the shares in 2005 and it was not the original business of

the Company.

4) The Co. is a Public Ltd. Co.

Cr.

[D. F. B. Corn. (Modified)]



5,000

4,1)00

12,500

25,000

45,000

12,500

5000

73.000

91,500

I ,64,500

17.500

I .17.000

8,000

I .39.001)

I ,30.000

12.500

1,51,500

41,700
1 .875

.:3575

Income Tax-336
So1uon:

Determination of Total Income and Tax LiaJ)I1ty of
Suphal Conipanv

Assesseirient Year 2005-2006
Income Year.- 2004-2005

Particulars	 I	 Tk.	 I
Business Income

Net Profit as per Profit and Loss VC

Add : Inadmissible Expenses:
i) Charity

ii) Payment to Motor Company

iii) Depreciation Provision

iv) Income 'l'ax

v) Income Tax Povkion

Less : Non-Business Income

i) Profit on Sale a!' Shares

Jntercsi on Tax-free Govt. Seem-i ty

Lcss : Admissible Depreciation

Business 1 flCOfl)C

2. Total Income

Business 11O;i1C

Capital Gain

3. Tax Liability:

i) On Business Income @ 30% : 1 7 39,000 x 30%
if ) On Capital Gain	 15% : 12.500 x 15%

Total Tax Liability

Notes

i) Profit on Sale of Shares is a Capital Gain and as such lax has been calculated
according to Section 31 & 32.

ii) Income Tax & Provision are inadmissible (Section-29).
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Illustration-4:
The Profit and Loss A/C for the year ended 31st Dec. 2004 of Eastern Traders Ltd..

was as follows
Dr. 	 Cr.

Particulars

To Office Expenses
Sa1arie.

1. Travelling Expenses

Audit fees
Legal Expenses for Income
Tax Return
Repairs for residential
houses of Employees
Compensation to the
families of the Stall'
Robbery of Cash
Bad Debt Provision
Conuijssion
lencwa1 charges for Trade
Mark Registration
Bonus to Staff
Cash	 40000
1-3 on :  Share	 30000
Managing	 Agent's
Commission

Taka	 Particulars

75,000 By Gross Profit
	

8.65,000

1,27,000	 Profit on Reissue of
	

6.000

shares
33,000 '	 Profit on Sale of

	
24,000

Machinaries
25,000 " Share Premium

	 15.000

12.000 "	 Interest on Tax-free
	

15,000

Govt. Securities
16,500 " Sundry Income

	
45,000

15,500

23.000
25,000
13,000
10,000

70,000
50,000

Net Profit	 L4.60,000J

	

I 9,70,0001	 --	 9.70.0Q.Qj

Investigation disclosed the following information

1) Salaries included Tk. 20,000 paid to the Retired Manager for house rent and Tk.

30,000 contribution to the Pension Fund.

2) Compensation to the familes of the Staff included Tk. 5,000 paid for a peon who died
in a road accident white bringing breakfast for the Manager & Tk. 2,000 paid fo the

termination of a certain employee.

3) Bad Debt Tk. 4,000 and Tk. 3,000 provision for the last year were written off.

4) Commission paid to a certain Staff '11. 3,000.

Determine the Taxable Income of the Company.
[1). U. B. Con (Hons.) Vlodificdj



I 60,000

283)00

23,000

6,000
I 5.000)

51,000

5, 11,000

—0
5,08 00()

71 .000j

7

4.)-; 7.00(3

Income rI338
1) I ti ti Ofl

Determination of Taxable Income ol

Eastern Traders Ltd.
Assessment Year : 2005-2006

Income Year : 200-1-2005
Particulars	 laka

Determination of Business Income
Net Profit as per Profit & Loss A/C

Add : Inadmissible Expenses

a) Bad Debt Provision (Actual 13 al alice)
(Tk. 25000 + 3000)

b) Robbery of Cash

Lcss:Admissible Expenses
a) Bad Debt Written off

Less : Non-business Income
a) Profit on Reissue of Shares
b Share Pie miii m

- -. i3usi ness I ncorne

)ctcru inat ion of Total Income
a B usiiess Income

I rei'est on lax-free Govt. SecLirit y (Fully Exempted)

Total Income

ExpIanatou.s
I )	 Ilouse Rent paid to the Retired Manager and Contribution to the Pension Fund are

admissible expenses for the Company.

2) Compensation paid for the deceased peon and termination of a certain emplo yee is

admissible expense.

3) Commission paid to a certain staff is considered as business expense and as such it is

adam i ssihle.

It	 - \1 I other expenses debited to the P/I. A/c have been assLillied as busmness expenses.

Robbery of cash has been assumed as done by the stranger during the office period

and as such it is inadmissible.

6)	 Profit on Sale of Machineries has been considered as business Profit.
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IllUSt rat ion -3:

The Revenue A/C of North--South Company for Ill e year elided _')OLh June. 2005 \\dS
as J'ol]ows

Tradin g 'IC, Profit & Loss A/U & Profit & Loss Appropriaiioi A/C.1-1
Ci.

Paitjcu laus
lo Opcimig, Stock

Purchases

I aka	 Panticu I ars	 - -
3.00,000 By Sales

	

4.00,000	 I .ess Provision for Sales
('01IIIIIESSI011

50,000

	

4,00.000	 Closing Stock
11.50.000

50,000 By Gross Profit b/d

	

30.000	 Share Preini nm

	

10.000	 Had Debt Recovered
(Previously Written ofñ

	

50,000	 Re fund of Incoiiic TIX
10,000 '	 Dividend Income

	

10.000	 Interest 011 Taxable
Securities

20,000
30.000

Tal\a
5.00.000
1.50,000

Iiicoine lax
I3ad Debt & Had Debt
P . O \' S it) fl

Sales Tax
Chant
Loss on Sale of Invest men I

Loss on Stock destroyed
by
Loss	 on	 Revaluation
(Machinery)
Depreciation
Fines as per Custom Act
Net Profit c/d

10.000
20,000
10.000
20,000

25,000

75,000
15.000

I .45.000
5, 30.000

B	 Net Profit hid
15.000

55.000
40,000
35.000

I .45.000

Gross Profit C/d

To Salaries & Wacs
LsiabI ishrncnt Charges
Advertisement
(Foi- 5 years)

•	 Intcrcst on Debenture
Legal Lxpenses
Audit Fees

3. 50.001)
8.00.000

.50.00()

-4.00.000
20.000

42.00C
7.QQf

20. ( ) (to
4 1 .000

5.30.000

I .45.000To Coniniission
\'Jiiaeine Aecnc\'
Bonus to Staff:
Cash & Shares
Provision Foi Taxation
Balance c/d

1.45.000
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Additional Inorniatiofl
Actual Sales Commission during the year was Tk. 50,000.
Establishment charges included Tk. 25,000 subscription paid to the Association for

avoiding competition.
Advertisement expenses were paid for 5 years ending 30th June, 2006.
The Co. purchased its own 6% Debenture worth (Original Cost) Tk. 6,00,000 on

which interest was not credited to Profit & Loss A/C.
Legal charges for keeping Patent rights intact have been shown as Legal Expene.
Charity included Tk. 1,500 donated to the Relief Fund.
Allowable Depreciation was Tk. 40,000.
AetuahBad Debt written off during the year was Tk. 10,000,
The Co. is a manufacturing Public Ltd. Co. & it is enlisted in the Stock Exchange.

Determine the Tax Liability of the Company.
.[R. U. B. Corn (Hons) 1980 Slightly changed

Solution:
Assessee : North-South Ltd.

Income Year 2004-2005
Assessment Year 2005-2006

Determination of 1'otLl Income & Tax Liability

1)
2)

3)
4)

6)
7)
8)
9)

Part ic iii

Net Profit as per Prolit & Loss A/c
Add Inadmissibk Expenses
Provision For Sales Commission
Subscription paid to the Association
Advertisement (For 4 years)
Loss on Sale of Investment
income Tax
Bad Debt & Bad Debt Provision
Loss on Stock destro yed by Fire

Charity
Loss on Revaluation
Depreciation
Fines as per Custom Act
Commission : Managing Agency
Provision for Taxation

Less : Admissible Expenses
Commission
Depreciation
Bad Debt Written off

Taka
	 Iii'Ja

35.00')

1,50,000
25.000

8,000
10,000
20.000
30,000
20,000
20,000
25,000
75,000
15,000
15.000

	

40.000
	

4,53,000
4,88,000

50,000
40,000

	

10.000
	

1,00,000
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Noji-busi ll ess Income
Share Premium
Income '!'ax ReJ'un(
Div lend

Interest on Taxable Govt Sc cud tv

Rusincss laconic
A dd : Non-131 us i ness II1coII) C

Dividend

Interest on Taxable Govt . Sec.
Total iflCOniC

Tax Liability

On Business Income 1k. 3,41.000 @ 30%
On Dividend Income 1k. 20.000 @ 15%

'IoiaI Tax Liabi] itv

20,000
7.000

20,000

	

41.000	 S8,000
3.00,000

20.000

	

11 .000	 6 1 .000
3.61 .000

1.02300
:1), 0 0

.01300
Notes :	 -

1) Saks Commission Provision is inadmissible but Sales Conmissiofl is admjscjb!
2) Subscription paid for avoidance of competition is inadmissible,
3) Advertisement paid for advance 4 years has been considered as deferred tc'enue

expenditure.

LOSS on Sale of Investment is a capital loss and it is not admissible.

Bad debt provision is inadmissible

It is assumed that loss on stock destroyed by fire would be recovered from Insurance
Co. So, it is inadmissible

Loss on Revaluation of Asset is Capita] Loss and it is inadmissi He.
I: i n C s as per Custom Act is inadmissible

Bonus shares to the staff is admissible

Interest on Debenture was not received in cash. So, interest on Dcbena-e Tk. 36.000
has not been considered as income.

Charity is not admissible now.

4)

6)

7)

8)

9)

10)



Income Tax-342

Ill u st rat ion -6:

From the followin g Profit and Loss Account for the year ended 30th June. 2005 of X

I td. determine 'l'otal Income and Tax Liability
Profit & Loss Account

CI..

Particulars	 Taka	 Paiucular	 Taka

To Directors Remuneration	 46,000 ByGrosProfit	 3.75.000

Salaries Wages	 I .00,052	 Dividend Income	 30,000

Contribution to Provident	 8.800	 Share Premium	 30.000

Fund
Rent & Taxes	 24,500	 Sundry Income	 13,000

Repairs & Operating	 27,300

Expenses

Electricity	 17,500

Insurance	 8.000

Legal Expenses	 14,500

Audit fees	 5.800

Printing. Stationery &	 14,600

Postages
('o lO PC fl sat i on	 for	 10,000

'l'ernunation of a st alt
Tvpe\vriler	 5,948

Advertisement	 14,200

Entertainment	 7,500

Bad Debt Provision	 4,400

Depreciation	 46,600

Net Profit	 92,300

	

4,48.000	 4.48,000
-.-.	 -.

Other information
I)	 Rent & Taxes included Value Added 'lax (VAT) Tk. 4.200 which was paid for

importing a Machine and it was not used during the relevant year

2) Legal expenses included a sum of' Tk. 10.000 spent for Income Tax Appeal.

3) The Company is a Trading Company.	 -

4) Provident FLind is recognised by the Income Tax Authority.

5) Bad debt written off']reviously was recovered (luring the year Tk. 2,000.

6) Allowable Depreciation Tk. 58.400.
7) Repairs & Operating Expcnses included Tk. 6,000 spent for the Installation of a

Second hand Alr Conditioner in the Flat of M. D.

8) Entertainment Expenses included a sum of 'ft. 2.000 for which no clear explanation

- was available.
The company is not registered in stock exchange.

1. C. M. A. 1980 (June), Slightly Changed]



Less : Admissible Depreciation (58,400-46.600)

Add : Bad Debt Recovered not shown in P/I. A/c

Less : Non-business Income
Dividend Income
S hare Prerii iii ni

l3usilicss Incoiic
Add : Non-B usi ncss Income
Dividend

Total Income

Tax Liability
Particulars

a) On Total Income excluding
Dividend (Tk. 80324--30,000)

b) On Dividend Income

oUtI Incoine
Tk.

50.324

30.000

I 'ala

4.200

5,943
4,400

61)00
2.000
5,276

30,000
30.000

laIn
92,300

27,824
1,20. 124

11,300
I .08.321

2.001
- I . 10.324

(10.000
50.324

.-sscssinciit of (Torporaijon and ('ompanv-343
Solution

I )e(e mi inn t ion of Total
hiCoine & Tax Liabilit y of X Lt(I.

Incoinc Year: 2004-2005
Assessnieiit Year: 2005-2006

Particulars
Net Profit as per Prolit & I .055 Account
Add : Inadmissible Expenses
a) Rent & Vacs : VAT paid fhr unused Machine LIUfiIIC (he
Income year
h) 'l'vpewriter Capita] Expenditu ic
C) Bad Debt Provision
d) Rcpairs & Oper:ttiae Expcii.scs
Installation charges o I an Old. C. in the Flat of J. ft
c) Entertainment Expcnse unexplainable
0 Entertainment Expenses )Note-S)

Notes
I)	 A 37.5% tax rate has been i niposed as II IC Co. is not a publicl y traded Ltd . Company.
2) VAT paid for Imported Machine is a (.'aphal Lxpcnditurc and it is inadiiikiblc.
3) Compensation F:oi. Te(-jnination of sti11 is an admiiisihlc cxpene.
4) Contribution to Reco g nised Provident Fund is admissible.
5) Repairs for installing an old A. C. in the Flat of M. 1). is a capital expenditure. So. it

is inadmissible.
6) Purchase of T ypewriter is a capital expenditure. So, it is i nadniissi He.
7) Legal expenses spent for Income Tax Appeal is an admissible expense.

L	 SQ32-1
30,000

ax Rate718, Tax Net Tax
TI. 	 Tk.
37.5%72

15%	 4.500	 23.372
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8)	 Determination of Admissible &. Inadmissible Entcrtainiuent Expenses
Taka

Income from
Business &' Profession 	 99,800

exciudine Entertainment Allowances
(Tk. 92,300 + 7,500)

+	 Inadmissible Expenses 	 25,600
1,25.400

+ Bad Debt Recovered	 2.000
1,27.400

—	 Allowable A(IjLI.StCCI Depreciation	 11 .800

(58,400 - 46,600)	 1,15,600

— Non-Business Income.	 60.000

Adjusted Business Income	 55,600

Excluding Entertainment Exp.
Admissible Entertainment Allowance = Tk. 55,600 x 4% = Tk. 2,224

Thus Inadmissible = 7.500--2,224 = Tk. 5,276

Illustration-7:
The followino is the Profit & Loss account of X YZ Compan y Lim i ted, the yew

ended 3 1st March, 2005. Find out the taxable income of the Company adding notes where

ever necessary
Cr.

UI. 
Particulars	 Tk.	 Particulars	 Tk.

----------------

Salaries and wages	 5,000	 Gross Profit	 2.00.000

Priming and stationery	 4,000	 Premium on issue of share 	 20,000

Rent	 12,000	 pividend income Pvt. Ltd. C.	 10.000

Office expenses	 2,700
Motor lorry expenses 	 14,000
Reserve for doubtiul debts	 6.000
Directors fees	 9.000
Audit fees	 2500
Legal charges	 900
Fines and penalties	 2000
Brokerage oil 	 obtained	 4000
Income-lax	 13.000
Underwriting commission 	 3,000
Cost of issue of debentures	 1.500
Interest on debentures	 12,000
Donations	 7,000
\Vorkiucii conipciisuIiOr1 insurancc 	 900
Loss by embezzlement 	 9,000
Provident fund contributions	 3.500
Depreciation	 12,000
Net profit	 60,000

	

2.30,000	 	 0,000
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Notes
I ) E)onations VerC given 10 institutions which are approved underI ileut ne 1ax

Dparttnent.
(2) The Provident Fund is recognized by the Tax Department.
(3) The allowable tax depreciation amounts to Tk. 17,000.
(4) It should he assumed that the trading version is acceptable to the Tax Department.

Solution
(The problem has been solved with referenceto Finance Ac(, 2005)

XYZ Company Limited
Income tax Assessment 2005-2006

Income for the year ended 3 1st March, 2005

Particulars

Net Profit as per Profit & Loss Account
Add	 Reserve lr doubtful debts

(Reserve of any kind is disallowed)
Fines and penalties
Brokerage on Loan

([t is a capital expenditure in nature)
Income-tax
Underwriting commission

(This is considered like preliminary expenses
being capital in nature and is disallowed)
Cost of issue of debentures

(Disallowed on the same ground as underwriting
commission)
Donations

Loss by embezzlement

(it is allowed on the assumption that it is in the course
of company's business)

Less Non Business Income
Di vidend Income
Premium on issue of shares

Less : Other exemption

Allowable tax depreciation

Business lnocrne
+ Dividend Income

.. Total Income =

Tk.	 Tk.

60,000
6.000

2,000
4,000

13,000
3,000

1,500

7,000

	

12,000	 48,500

1.08.500

10,000
20.000

	

17,000
	

47'00()

61,501)
l0,0[()

7!
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I IIii1 rat ion-S:

1k:	 nd 1k iii md I	 \:: nini	 I )1 N (

( nm ipnmn	 I I. H CJI C nI:d	 ( }

(I	 I	
l{I)

IInrmc wid AI;ricc

(ienc ni

I)mc taN

al	 la\

I nk'R't on bail

Bt mi	 nplovcc

I )cprcCntl a

N: I roil i

2,I	 (JO() (nro	 plolil

I .00() Sal: ol , old mackin:

,00.00() D , \ ldcIlk I

211.1)01)

mj 101

-	 00(i

27.0j)0()

I .0.I 100

11It.o-tiatiuii discloscd thc 1oIIoving
Clinn iock ha hccIl o, cl--\II1med H 1 ;mka (k000.

(IC IC i'al CN Ci1C coinpucd ui	 I	 Ii	 =

Al	 [mnpbovcc	 cIini: Tk . 01.000: H Odin: ci hikhmmonL Tk. (dcla)0.

c\blcmlC Ioi VAT 1k.	 1).i)()()	 Hr ilicoilmc ta\ IL. 30.000-d En p I	 cc cluk

Tk. 45d)0.

iiim	 Cost flOn: ol ]ilaJiiilC old	 iL.	 .00.0(11), and \\. P. \	 T1<. 71).(a)().

[h: L'oro:tl1\ paid advaim: 1,1'\ IL. 0.01t.00() ni' iii: 	 cai' amid Ii: 'cnn a!	 H1::iiI

\\	 mmialiicd on	 I i C):!.. 200.

Dcpi'c:iaI ion aIbo\vimflCc	 [CF laconic I a. RLibc 'IL. 30,000.

I )ctciiniiic Ia\ I aPi liv ol , 11w ('olllpaiiv.
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"OIUttOfl

1:a rdeii Company
Assessment Year : 2005-2006

IflcOUle Year : 2O0 2O(5
Computation of lO4aIIaXal)1c IIICIH1IC and Lax tIicoii

-	 litiClars	 1k
	

Tk.
Ncl, PioPi a pci '[ladnic and P/L :\/C	 KAMM

Add	 Noll- Jo\\able expenses
Jncoi HC
	

1 .00.000
n)	 Dcpicciaiion	 40,000
I i)	 H list nc	 profit on sac 01 . machine	 30.000
iv) Legal exp. Ir income tax 	 30.000
v) COIINLRIcIi011 ol (:ILLI) 	 45.UOu	 2.45.000

35.70.000
\ 10 able Expenses

Depicciaton as per l/T Rule	 30.000

35.40.000
less : C'!ostne wck o\'cr-vallIcd	 50.000

Less	 oil iijnc\ 1COII1C

	 I 34.00.00()

Ik of tnaelaiie
Ii)	 Di idend	 70.000

	
2.20.000

Business income =	 32.7 0001
total Income

Buine income	 I2.7ft000
EapIlal g0l	 50.000
Dividend i ncoine	 70.000

Total (taxable) Income = 	 33.90.000

Tax Liability

On Capital pain (i 15; n Tk-. 50.000
On Do id c ll d illcollic	 1 5(7 on 1k. 7ft00u
O n_H:ILlIkc ol PioPt (' 30' on Tk. 32.7ft'0

7.501)

11500

I J)00

0. 9. ( ) ( ) 0
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Total Tax Liability	 Tk. 9,99,000

Less: Advance tax paid	 Tk. 9.00.000

Present tax liability	 =	 Tk. 99.00

(without interest)

Notes

(i) As advance tax payment falls shorter than actual tax liability by Tk. 99,000, interest

on this @ 12% fi-orn last date of advance payment to date of filing returns.

(ii) Computation of business profit and capital gain from sale of machine

Sale price of Machine	 =	 Tk. I ,50,000

W. D. N.	 =	 '11.1 70.000

Total Profit	 Tk.00

Capital Profit Tk. 1,50,000-1,00000	 =	 Tk. 50,000

Business Profit	 =	 30.000

(iii) Legal expense for income tax is not allowable but such expense for VAT is allowable.

(iv) Construction of club is capital expenditure.

(v) 11 production exceeds by 15% to 25% over last year, rebate @ 2.5 17r, of the rclevar1

income is allowed.

Question]
I)	 What is meant by a Company under Income Tax Act? What are the tax free income of

a Company! State the procedure of assessment of a Company and its tax ralcs.

2)	 State the factors that are t be considered in determining tax of a Company. Discuss

about tax rate and tax rehftes of a Company.
[C. U. B. Corn (lIons.) 1977]

3)	 Discuss the procedure of determining tax and tax liability of a Company.
[C. U. B. Coin (Hons.) 19911

4)	 a)	 Define Company under Income Tax Ordinance, 1984.

b)	 I low would you determine residential status of a Company?

5)	 a)	 Discuss about the tax free incomes that a Company can claim.

h)	 What are the special features that are to be considered in determine tax of a

Company?

c)	 Cite different tax rates applicable to different types of Companies tinder Finance

Act, 2004.
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F_-9 x -e r c- -i s e - s
The Profit & Loss Account for the year ended 3 I st Dcc,. 2004 of Wesinn 'i'adcrsI td. was as follows

Dr.	
Cr.

Particulars	 TaParticulars	 Taka
1	 Salaries	 97,000 B y Gross Proi	 7.70000

Office Expenses	 75,000	 "	 Share l'raiisfer le	 6.0LO
Conve y ance I xpcnscs	 1 3.000	 '	 Pro fit	 on	 Sa Ic	 o 1	 14.000

Machineries
ALidit les	 5.000	 "	 Share Pi'cniium 10.000

o

Le g al	 Expenses	 br	 2.000
Income Tax Return

Co mpc nsa ( ion	 for	 15,000
disso!utiori of Aericy

RepliN of the Apparinients	 16,500
or tie L mployees

•	 Liiibezzjeinent to Ruid	 131,000
Had Debt Reserve	 10.000
Comillission	 I	 SMOO
Bonus to the Stall 	 50400
Commission of M. D.	 20.000
Net Profit	 4.75500L	 8,00.000	 LI.00.000

Investigation disclosed the following information
a) Salaries include 1k. 10.000 pension paid tO the retired mana g er and Tk. 10.000

transferred to the Rctajrcment Fund.
b) Bad Dch Reserve includes current years had debt of Tk. 2.000 and Iat year's had

• debt of Tk. 4.000.
C)

	

	 Commission includes 1k. 3100 colllnlission paid to an employee.
Determine the Tax liabi I iiv of tile Company



Part i cLlLr.

Gros Profit

Dlvi den LI

interest	 on 'I'ax-lrec

Govt. Security

Other Income

I Jt

3,03.

I 50)()

-L(.)00

2.500

3.$4,600[

Income Tax-350

Ex.-2
Tripti and Co. Ltd. is a Publicly Traded l3angladeshi C'oiiipaii \ c fl7 d7Cd n the

production of education materials. The Profit and Loss Account for the Ctr ended 30th

June, 2005 of the Company 's as follows
flr	

Ci

	

I	 it eu! a

To Salaries

office  Rent

General Fxpcnscs

Commission
I,
	

Charity

Interest oil

Directors 1:ees

Bad Debt
Trade Mark Rc. ktrat ion

AuL]it tees
Legal Expciic

Depreciation

Embezzlement to Fund

Net Profit

Filkil	 L
35.200 1

26.600

8,500

36,400

6,000

18,000

6,000

20,000

3.000

700

4.000

60,000

2.800

1,57,400

3.84.600

Other Information

(1) Salaries include contribution to Recognised Provident Fund Tk. 5.000.

(2) Charity includes 'IL 5.000 donation to the Presidents Relief Fund.

(3) Bad Debt includes 'I'L 5,000 receivable from the deceased General Managet'.

(4) General Expenses include Tk. 2,500 paid for the insurance premium on the lives of

the workers of the Company.

(5) Directors' Fees include Tk. 1000 incurred for traveil ing into Japan as it

Representative of the Govt. Trade Team.

(6) Depreciation allowable by the Tax Authority Tk. 50,000.

Determine the Total Income and Tax Liability of the Company.
[C. U. B. Coni. (Hons) 1977, Modified]
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Ex.-3:

3'he Profit & Loss i\ccount of PaWiia I td. for We year ended 3 1 st December, 20U
was as to! lows
Dr.	

Cr.
Particulars	 Taka	 Particulars	 TaRn - I

lo Salarics a n d Allowance	 567000 By JflLLRSt
	 00	 Go \ I	

6:;

Security
Bad Debt Provision	 4,500	 Interest on Commercial 	 11,000

Security
Depieciation	 I 1.000	 '	 Dividend	 11,000
Cuntribut ion to RcoLnjzcj	 2.500
PI0VkIC11 I'und

Conveyance Allowance	 10,250
General Expenses	 30,400
Entertainment Premium	 2.600
Insurance Premium	 3.250
Legal Expenses	 4.500
Purchase of Plant	 3.700
l-anhczzlcmcnt to Fund	 2.600
loss on Sale of Govt.	 2.250
Security
Net Profit	 49,700

1,90,750	 1190,750
II

..	 iui tnei I1110F III flJOi 1 1 1,.1S also avaiiai)te

	

D	 General Expenses include Tk. 8,000, paid to the Zakat FLind.
2) The fine was paid for a road accident occure(i by the Motor Car Driver of the

Company.
3) Insurance Premium was paid for the Managing Director of the Compan.
4) . Actual Bad Debt written off in the hooks of accounts was Tk. 6.500.
5) The Company has a Term Deposit of 'FR. 1,00,000. The Interest on such deposit @

P . a. for 6 months was not iecorded in the boIs of accounts.
6) The debit balance (Loss) of P/i. A/c was 1k. 10.560 as on 3 1 - 1 2-2003 which

included 'IL. 2. 1W loss carried f>rwud 1mm 2002 in which depreciation as Tk.
290.

	

7 .	Depreciation allowable by the Tax AlLlilorilv IL. 9.000.
Dctcrinjiie the Taxable Income of The Company.

I. C. M. A-1950 (June) Slightly Ch;ned1



Income Tax-352

Ex-4:
From the following Profit and Loss Account of '1 riratna Trading Company Ltd. for

he year ended 3 1st March. 2005 find out the tu.sable inc( une of the cuinpanv and tax to be

paid thereon

Particulars	 Taka	 Paricular.	 Taka

To Wages and salaries	 68,000 By (Loss ploP t	 I .73.000 I

Rent, rates and taxes	 53100	 Casual income	 26.400

Directors fees	 14100	 Miscellaneous receipts	 600

Trade expenses	 3. 100	 '	 Inierest fioni securities	 15.000

Legal charges	 2,650	 Dividend Income	 20000

Charity	 1130

Fire insurance premium	 1 .100

Travelling expenses	 2300

Bad debts	 900

Reserve for doubtful debts	 1 0,000

Loss on sale of furniture	 600

l'cnsion & P. t'. Lonhrlt)utlon	 1,600

Accounting depreciation	 10,800

Net profit	 64020

	

1 
235000	 ___________________ _________

The foI1owing further information is provided

I)	 Rent, rates and taxes include a sum of 'FL. 11,000 representing sales-tax pain against

import of machinery not put to use during the year.

2) Legal charges include an amount to Tk. 2,200 paid to an Income Tax Practit oiler For

contesting an appeal before the Appellate Tribunal.

3) Bad debt recovered Tk. 2000 has not been accounted for.

4) A sum of Tk. 2.600 in respect of travelling expenses is not supported with details and

is not properly verifiable.

5) Allowable tax depreciation amounts to Tk. 9.600.

Compute the taxable income and tax to he paid giving reason for non allowahillity of

items and tax rate applicable for the income.
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Ex.-5:

The !'r!it and Loss /\ccotint of A. B and C Conipan br the y ear encd on 302005v,-a, s to! lows
Dr. 	

C
R11-11CLIIZUS	 lakaPau1ars

2

I aka
Th Salaries	 78,000 By Grass Profit 	 . 20.0(

General c\pcnscs	 32.500	 interest on Secinitics	 I .00i
Bad debt	 15.200	 Dividend	 I .1:01
Contribution to trade	 13.000	 Share premium
assoc 'at ion
Contribution to P. F.	 17.500
Legal expenses	 24.500
Insurance preniiuin	 13.750
Electricity	 installation	 I 1.250
expenses

Elubex/Iciflent to fund 	 5.000
Loss on sale of Securities 	 1 2.000
Dcpnciadon	 I 5.000
Income tax and Sales tax	 20.000
Net piott	 75.000

7. _1700	 2.:)	 if
Iii 'estigalion disclosed

Leal expenses include a sum of Tk. 8.000 spent for income Tax appeal:
Depreciation allo\vable under Income Tax is Tk. 11000:

Hi ) 	 Insurance p1cm I urn includes Tk. 5.000 paid as a prern Itim on the Ii Ic of the
tee! in ci an:

iv) Bad debt includes 11. 4,500 receivable horn the deceased man:ier:
v) Ratio Of Income ]ax and Sales Tax is 2 : 3.

Compute Tax liabilit y of the Company.

Ex.-ó:	 [C. U. B. B. A. 3rd \ear, I

Fol1owin is ihe Rutit and I :s \ecnunt of NT/S. AL:in	 Sons 1 fu. br the \ car
ended on 30-0-2b 8)5
Dr.

Ri icu Jars	 Lka1
10 Sa1a11cs 02.000 B y Gross RoOt	 3.M.0(t()

General E\pcns	 38.000	 Share Transfer Fee
Brokcrae	 11.000	 Interest	 on	 Govt.

Sccuri I ics



VAT
Fines

Interest on loan
\l:inaging	 agents

Com mi ssion

Fire insurance 1^1-Cll l i l-llll

 Reserve

Depreciation
Provision for (liVldefld

Commission	 for

real i sation ot interest
I	 Net Profit

Income Tax-354

	

22,000	 Dividend

	

2,500	 Mis. income

15,000
24.000

5 ,000
15,000
25,000
20,000

500'

1,81,000

4,41.000

44,500
10.000

4.41,000

Other Information

1. To arrive at the figure of gross profit both opening stock and closing stock were valticd at

QC% less than market priCe.

2. Sal iiic5 i iic]udcd Tk. 15,000 contributed to Provident Fund.

3.
Gcneral expenses included I'k. 8.000 for advertisement and Tk. 15,000 t'(-)'construct ion Of

workers canteen.
-1. Interest on loan was paid to a non-resident.
5. DepreciatiOn as per Income Tax Rules amounts to TIC. 20,000.

Compute taxable income and tax liability of the Company.
[3rd year B. B. A. C. U. 19 9 7

Ex.-7:
From the following information relating to Dhaka Finding Co. Ltd., Compute Total

Income and Tax 1.iahility for the Assessment Year 2005-2006
Profit and Loss Account

For the year ended 3 1st Dec. 2003
Cr.

Interest on Debenture
Bad Debt Reserve

Rent and Taxes

Cost of Construction of
School Building

Taka
30.50,000

6,70,000
15,00,000

6,10,000

10,00,000

Partictilars

By Gross Profit

Share Premium

Interest on Tax-free

Security
Interest on Tax-free
Savings Account

ill

	
Dividend

Taka
1 .95,00,00

0
4,50,000
4.10,000

30,000

60.000

1) r.
Particulars

To Salaries
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Fad DJt

ubchpt if and Dou:aion
I eaJ Fxjjc

P!ciinhiflalv Npcne
13uildi11	 Dc\ Cloj]ciit

lc:mtiiierat 1'.ul to Rctud
J:nIplO\CC

Depreciation
I flu)Ilic la.\ Proviiuii
\dvert HCM icilt
Ti.	 to	 Dividend
F(Ill,dis.'ition FWRI

Coat libLition to 1ecoi-
ii kcd Pro ,, idcnd Fund
Nut Pro! 'It

7.00.000
S 0.0( ){)

1 .4().000

3.40. ( ) 1) ()

).00.000

3 - 60.uoo

13)J ).000
L6 0.000

.-,60,000
4.00.000

3,50,000

6770000

Bad Debt Reco cued
	

I 0,00o
ncnucd 1)i%	 I 0.00p

Pi'oht	 mu	 Sale
	

Th
	

C) ( ) . 1) )(
J: LI 01 it U I

-	 __	 ll)5.600u
Other  In to mm finn

ilajics nelude hc IWiI	 OILt1'V and a]le\\an ('cs paid [	 la:ucuie Dirc to:
f3aic Sa!ap	 ••ft. 1.20,000
Bonus	 20.000
II	 D_,L lOLISt_ Rent t(1 i\.. ill Ii uc
I L LULL 11110(,U1011	 I . 20.0Jc
\\aees to Seivajit	 12.000

2.72.000
S ubcnption and Donation include Tk. 5.000 donated to Dhaka Club.

I .caI F.\pcu1cs include a sum of TL. 40.000 spent fr Income Tax appeal.

Advert kemnent include a sum of Tk-. 10,00.()()o spent for the introduccuncni (.,
I
, a tie \V

prod net in the mivurke t.

Denrcciat ion allowable under Income Tax Rules aniou ius o 1k. I 1 .50.000.

H. C..... . \. 195.I. \lodihc(H

Er	 tJ1
I

20)4 \i.•a
Iii •	 Ill u'

:\cncv c11u1Usjon
Ii tcuc si on bank deposit-TIC[
Di \ udcnd fuom a Publicl y 'lrajcd ('on paflY
(!cCitcrcJ in RanHaJc!o net
Fxpcndtuu

3)
4)

in I ac.s
1 50.00

7.50
173.00



Taka
30,000
16.000

1,400
5.000

500
2.500
3.000

8,000
6,000
4,000
5.000

-fl0

'art iCUiai,

Gross profit
Piolit on sale of in vestment
Transfer fees
Dividend received
Bank interest

incofliC Tax-356
6430
1250

(10
7,50
-lOU
6.50

II . II)
I l0*d
62.21)

Salaries and allowances
Provision (or gratuity
Irave I ni

i te i t a tillue ft
:\d''ci'tlSC iI iIt

I )aL U.

)c 1Ic at loll

l'il it [)C101'C tax

Ihe 1)C71' revcale(l the luliowing facts

a)	 The basis salary of Managing Director is Tk. 25.000.

U	
'[he conipany has a Recognised Gratuity Fund. Actual gratuity pa1 to retired

employees was Tk. 9.50 lacs.

ci	 Travelling includes 'FL 3.00,000 paid to Managing Director for 
OVCFSelS holiday

passage.

d	
Bad Debts include Tk. 350 lees written off and a further pro\ ision of TL 100 1ac.

C)	

Depreciation includes TV 35,000 being fill ear's (lcprccial ion on a motor car

purchased on 0 1-03-004.

1)	
interest on deposits and dividend income have been accounted for net of [axe

deducted at source.
Compute the total 1 iicome of the Company and ascertain the tax liability.  The

Cutupaily has already paid advance Tax olIk. 15 lees based on 	
assessment.

[I. C. M. A. 1997 (Jan), year changed

I td, for the financial
(iivcn below is the Profit and Loss Acc:oUnt of the lshrak Co

ycai' ending on 3 f

 i
	 June. 2005

Par i ciii at's	 ___________

Salaries ancl'Wages
Office expenses
Directors fccs
Preliminary cxpcnSCS
Audit We

ruler writing eomml ssi on

toii I ri but ion to stall providcnd
lund I Rccognisedil
Rcseaich expenses
i.epai's of machinery
travelling expenses
l)oa;it on to Dhaka UnivcrsitY
F-ii'c insurance premium

C I'.

Take
1.21.300

2.000
1,000

15.000
501)
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Debenture interest
Debenture Recle m Pt ion
Ianac ne A g ent's Coiuinkion

Loss oil 	 of shares
Net profit

500
2,000
5.001

400
50.000

1.39,S00

Allowable depreciation is '1k. 5,000. i\iaiain agent's coIllrnissiojl 
1S paid as 

pCiCefltaC on flet proht. Find out the total income of the Company.

10:	 [D. U. B. Corn (Hoiis) 198 IEx.- 
From the fol lownig Prolit and I oss Account of Kanta Ltd. for the year ended oil
 calculate its taxable income :-

Dr.	

Fn,

Cr.
Particulars	 TakaParticulars

Salaries and Wages8500Profit 	 6,93.000
010cc int	 35,900 Dividend Received	 23,000
General expenses	 7.200 Interest on tax-free
Commission	 28.350 Govt. securities 	 9,000
Donation	 17,000 Other income	 11,000Interest on loan	 30.000
Director's fec.	 15,000
Had debt	 16.000
l'ra c1c	 mark	 re g i strut ion	 6.000
expenses
Fines	 1.500
Audit fees	 5.000
Legal expenses	 7.950
Depreciation	 92.000
Theft of cash	 500
Income tax	 16000
Net profit	 3.72.400

7.36.000	 Lt
i(IUittonaI Inlorniation
a) Salaries include Tk. 16.000 contributed to an Unrecog nised Provident Fund:
b) Salaries also include Tk. 20,000 oil 	 income lax has not been deducted at

son rue:
C)	 Donation includes Tk. 6.000 to a charitable inst it Ut ion approved b y the Nation a

Board of Revenue:
ci)	 Bad debt includes Tk. 6,000 receivable Ironi the deceased nianager:
e)	 Depreciation allowable under Income Tax Regulations amount to Tk. 51000;
I	 The Company issLied honu shares to the extent of Tk. 60,000 during the year.

[D. U. B Corn (I Ions.) 1990, Modified]

I1



Chapter-22
Apeal and Revision

HE

laptcr SvnopsiS/COfltCflt
22.01 : Appeal
22.02 : Appeal to the Appellate Joint Commissioner of Taxes

22.03	 Appeal to the Commissioner of Taxes (Appeals)

22.04	 Appeal to the Appellate Tribunal

22.05	
Reference to the High Court Division of the Supreme Court

22.06 : Appeal to the Appellate Division of the Supreme Court

22.07 : Revision
Questions

22.01: Appeal
According to section 153 of Incoilic 'lax OH MaliCe (110), 1984, an assessee

an appeal to the
grieVC(l b y any order o a Deputy ConimiSsioflei ul las s TMiL pi qier 

Appellate Additional or Joint Coniniissiorler of Taxes against such OrLICI. lithe assesse or

Deputy Commissioner 01 Taxes or both are not satisfied by the orders of the Appellate
Additional or Joint Comnhissiofler of Taxes then they can appral to the Appellate Tribunal

by virtue of scetio j i 158 of iTO, 1984. This is not a birth right rather such right has been

given by the Income Tax Ordinance to the assessee and the tax-authority. Against whose

orders and to whom the aSSCSSCC 
and the tax-authority may appeal have been depicted in the

ft	 VII	 IC	
Appeal

Against Whose Ordcrs	
-fled

A ) )eal may be made/filed	 may he made/t 

i.	 Deputy Commissioner of Taxes	 Appellate Additional or Joint

(Excluding Company)	
Commissioner of Taxes to decide on..................	 .	 f I 'rt	 i flu I

i[	 Deputy Commissioner or inspecting
I Joint Commissioner of Taxes (Company)

3. Appellate . Additional or Joint
Commissioner or Commissioner of Taxes

4. Appellate Tribunal or Commissioner of
Taxes

Jill.:! )lLL11fluiI	 ...........
Commissioner of Taxes (Appeal) to

revise the order oil basis of
interpretation of law and facts and
a )licatJon of the asscssee.

Appellate Tribunal to decide on
interpretation of facts and law.

I-ugh Court Division of Supreme
Court only for the inter - retation of law.
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Procedures of Appeal before the Appellate Additional/Joint commissioner of Taxes

and the Appellate Tribunal and the rules and regulations relating to the disposal of Appeal

have been discussed in the followin g sections.

22.02: Appeal to the Appellate Joint Commissioner of Taxes
Bv virtue of Section 153 of ITO. 1984. an y assessee, not bein g a company,

aggrieved b y any order of a Deputy Commissioner oil axes in respect of the following

may prefer an appeal to the Appellate Joint Commissioner of Taxes a g ainst such orders,

namely

(a) The amount of loss computed under Section 37.

(b) Imposition of interest under Section 73 wherein interest las been imposed on

the shortfall between assessed and advance amount paid.

(c) Refusal to register a firm under Sec. 84 or cancel la ion of registration of a firm

under Sec. Ill.

(d) Imposition of penalty under Sec. 124. 125. 126. 1 27 or 1 37

(e) Deternii nation of Total Income under Sec. 43.

(1)	 Refund of I'ax under Sec. 146 and $ec. 119.

o i	 Asessncnt of Income, determination of liability to pay, or coinputal ion of tax
includin g) advance tax.

(h)	 Relict' not giveii for double taxation.

(1)	 Order given b y the DCI about the deternunat ion and a I location of profit of a

irm among the partners.

(jt	 Order given by the DCI about the determination of tax liability of the I undo

Undivided Family.

(k) Penalt y imposed by the DCI for not submi u ing return b y the assessec within

to stat utory period.

(I)	 Imposition of penalty for late pay11'ent of tax.

(ni) Refusal to allow a claim to a refund or the dcLerminaaon of refund admissible.

Conditions anti Procedures of Appeal
A) Conditions (Section 154)

The conditions to be fulfilled for filin g the appeal are as Follows

i) Every appeal under Section 153 shall he filed in precrihed lorm and verified in

the prescribed manner.

ii) The appeal shall be filed within 60 clays from the date of service of t lie notice of

demand if it relates to any asscslulent or penalt y and in any other ease from the

date of which the mtuiiatioli o the order to he appealed against is served,
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iii) Full tax payable oil 	 basis of the return shall be paid before filing the appeal.

iv) The appeal shall he filed together with a fee of Tk. 200.

It may be mentioned here that the appeal may he admitted even after the period of 60
days referred to above, if the Appellate Joint Commissioner of Taxes is satisfied that tAte
appellant has been prevented by sufficient cause from presenting the appeal within the
stated time period.

B) Procedures to be followed in appeal (Section 155)

The following procedures are to he followed while conducting the appeal

i) The Appellate. Joint Commissioner of Taxes shall fix a date and place for hearing
and give notice to the appellant and the coiicerncd l)eputy Commissioner of
Taxes.

ii) The Appellant and the DCT shall be allowed to he hearcd at the hearing either in
person or by a representative.

Ili) The hearing of the appeal may be adjourned from time to time.

iv) The Appellate Joint ComlTlissioncr of Taxes (AJCT) ma y , before or at the'
hearing, allow the appeallant to go into any ground of appeal not earlier
speci lied, if he is sat i sf i ed that the commission of the ground earlier was not
vi I ful or uni-easonable.

v) The AJCT may, before disposing of an appeal, make such enquiry as he think;
fit or call for further particulars or cause furiher enquiry to he made by DCT

vi) At the time of hearing all 	 the AJCT shall not admit any doculilel!
material or evidence not produced to DCT unless he is satisfied that the up1)2llan1

has sufficient ground for not producing these to l)CT.

C) Decision in Appeal (Section 156)

The AJCT shali hear the statements/sayings of the appellant and the DC]', analyse the
documents and give decision. The order oil should he made I'll and shall state
the points of determination, the decision thereon and the reasons of decisions. in disposing
of an appeal the AJCT may

a) in the case of all 	 of assessment : confirm, reduce, enhance, set aside or
annul the assessment:

b) in the case of an order imposing penalty confirm, set aside or cancel such
order or vary it so as to enhance or to reduce the penalty: and

c) in any other case : pass such order as he thinks fit.
It is to he noted here that

i) An order of assessment or penalty shall not be set aside except in a case where the
AJCT is satisfied that a notice on the appellant has not been in accordance with the
provisions of Section: 178, and
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of a FC tilL1 '.ha!

ii) no 1i 1	 ilcCifle11 of all ani	 01 a	 eiidi' '

1 1.tdc	 1c the aipeliani ha been Ivcn a re	
nahc ON"e. o	 me

eaL1e iill	 ili enI 111	 nieult 01 iC	 iclIOul.

lie	 tcd here tine the ordci jniLi he tnaLL 	 thin k, i' C \CJF tin. :he

end of the nionth in	 hich the appeal \va Hed. oiiiC!\ ' ke. the	 be LL-:ned

ha	 heeii :illo\\ ed .

22.03: ApPeal to the CornmiSS0It of Taxes (.\ )peals

By VirtLie oh SectiOn 153 01 110 1954. 1n	 being a C(l Cfl\. aegiie \ ed K

an order of a Deputy ConimSsiOflei of Taxes or au seSCe aegiie\'Cd K :in\ oudei 
of an

npeCtiflg Addt1OflJ1!J0im Commissioner of Taxes may file appeal to the oninlkioner of

[axc Appeak).
The apCJl sliotild be inatle in pi-ccrihed form ad \ cii lied in precrthed manner nd

dcbe a eonipaflie d K appeal fee of Tk. 201). in tlispOsi up 0 l an apneal. the Corn an iOflCF

I exanhifl the rl CLilllCflt. hear both the parties iu\ ok ed and ei \ c
	 ci ioi ms he W

22.04: Appeal to the Appellale Tribunal
:\c0idiulP to Section 155 of 110. lOS I. the Assece and [h

.,: l)e'nt\ (

	

o L\'. maY appeal to the Appellate Tribunal for their own 
Li	 11tCt10	 1 he	 P

gyunds/ i eaS0i15 for filing appeal to the Apellaie di huna t He e

\ppellauit and 
hiehh ihted in the fohlowiilP. Table:
A) U inuliCis tor Appeal--------------------------------

RI

Anocilailt

1	 AsseseC

al	 j\uiilSl the decision given by
Appellate Joint Comnhisst oner of

Taxes.

K	 Against the decision given b

I npectnl g Joint Commishio ner of

[axes.

Reason Gr1ilf?\t2il

As per Section 1 2. if the asesee 
Is not

satisfied \vith the deeiioO Men K

Appellate Joint Comnhi5si0C Y of -axes.

impoSiflP penalty for eonceahufleiit of

income.

As per Section 1 50. it the aece 'N 
not

satisfied with the deckion ei en K AJCT

imposing, 1CO altv lou understate Inc III of

value of' i munovable pioperty for sale or

transfer by assessee.

It the tsseee k not satkficd	 ith the

i leeiiofl Cj',Cil K an lnpeetiflp Joint

C0iUili55iim of taxes C\CICI5li	 the

po\veN o! 'a DC 1 under Section 10.



oner of Taxes)
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d) If the issessee is not s itistied 'ith
decision given by the. Inspecting Jc
Comniisstoner of Taxes under Sect
120 revising the ordcrolDCT.

If the Tax Authority is not satisficd with
the decision given by the Appellate Joint
Commissioner of Taxes h c

Commissioner of Taxes directs the OCT I
to do so under Section 158 (5).
According to the Finance Act. 1995 iii the
case of filing appeal from the side of the
Tax Authority, the Commissioner &u
Taxes shall discuss the issue with the
DCT, observe the reaction and if he
thinks that it would be wise to file
appeal then he will direct the DC'!' & 

SO taking permission frin Pin
Board of Revenue.

B) Conditions to be satisfied for Filing an Appeal . (Section 158)
According to Sec. ! 5 of 110 1984, the following conditions are to hc sati'J'icd hi

f hag an appeal to dC .\ppol late Ti ibunu!

of the tax i,,p reseiAln cy the difference between the tax payable on lh,

of the 001cr ii the A ppcllate Joi [it Commissioner or of the (omrnis or.
(Appeals), as the case may be, and the tax payable on the basis of return un
Sec. 74 should he paid by the assessee.

ii) The appeal should be made in prescribed form and verified in prescribed nianr(ir.

• iii) The appeal form should be accompanied by appeal fee of Tk. 500.

1\) The appeal should be filed within 60 days of the date on which the order sought
to be appealed against is communicated to the assessee otto the DC'I, as the ea'.

may be However, the Appellate Tubunal may admit an appeal after the expiry of
60 days if it is satisfied that there has been sufficient cause/icason for not
submitting/presenting the appeafwithin such time.

C) Procedures to be followed (Section 159)
The following procedures are followed by the Appellate Tribunal while conducting an

appeal:

i) The Appellate Tribunal shall ,fix a date and place for hearin g and give notice to
•	 .	 the assessee and the cpncerried.DCT; ••	 :	 :.

ig
*	 .	 -'	

"'•:	 "
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Thepailies mvblved in the appeal shall be al1o\cd to b heardi't th 1aring

r . ither irLpesOn or by.ã representai r'fu2

iii) The heating of the appeal may be adjow ncd ft m time to time

iv) The Appélláte Tribunal .shall examine the documents and statements submitted

and may also p&rmit the parties involed to present further necessary documents

if it thinks so.

v) The Appellate Tribunal shall issue notice to the DCT for further investigation if ii

thinks necessary to do so.

vi) The Appellate Tribunal may allow the parties involved to present new ground of

appeal if;it thinks necessary to do so.

1)) Decision in : Appeal ;(Section.-159)

The Appellate Tribunal shall exafiine the documents hear the sayings of the parties

involved in the appeal and give decision. The order of the appeal should be made in writing

and shall state the points of determination, the decision thereon and the reasons of

(1ecisions. In disposing of an appeal the Appellate Tribunal may

i) Increase/decrease the amount of income and penalty;

ii) Uphold the decision of AJCT or change the decision of AJCT;

iii) Cancel the assessment; and

iv) Pass any other order if it thinks fit.

The order of the Appellate Tribunal should be comnmnicacd to dic parties involved in

the appeal within 120 days from the date of such order. An appeal filed b y an assessee shall

be deemed to hac been allowed if no order is passed on the same wiiliin a period of two

years from the end of the month in which the appeal was filed.

It is to be mentioned here that the Appellate Tribunal is the supreme authori' to settle
any tax related dispute. I lowcver any suggestion or explanation on law-arising question

may he solicited from the High Court Division of the Supreme Court.

22.05: Reference to the High Court Division of the Supreme
Court

According to Section 160 of ITO 1984, the assessee or the Commissioner may within

90 days of the (late of the order of Appellate Tribunal refer the case by application in the

prescribed form and manner with a fee of Tk. 2000 to the High Court Division of the

Supreme Court on any question of law arising out of such order. Here the issue-question

of law arising out of such order' is to he clarified. The issue may he settled with the help of

the following guidelines



!ncmuc 'Iix-364

a) Ii any legal i SSL1C is not presented before the Appellate Tribunal on be hail' of the
appel ant and the lAbumd also does not consider such issue, then any question of law
arisillu out Of the oi'der can not he ref errco 10 the If ah Court Division. (C. 1. T. \,
Shivajiatli. 1970).

b II' an y lecal issue has been presented before the Appellate Tribunal but the Triho na I
has not considered such issue. in that case, an y, question of law arisinu out ()I ttie
oi'dcr can be referred to the I hih Court Division or explanation and settlement.
(1;tate ot Karuppan Cliotevar Vs. (-',. I. T.. 1969).

cj II an y legal issue has not been presented before the Appellate Tribunal but the
Tribunal thinks that such le g al Issue should be taken into consideration, than the
Tribunal can approach the High Court Division about the particular issue and seek
explanations and opin ais. (East India Indu strics Lt(I. Vs. C. I. T. 1 909).

R is to be tuentioned here that the Appellate tribunal is the Suprciiie Authority to give
any decision re g arclm g appeals. Ile I ligil çoLlrt Division has got no right about the matters
in ol \ed. But if an y dcci sion is taken b y tc Appellate Tn humil without considcri rig oh
documents and evidences, in that case only, the issue ma y be presented before the I-liuzh
Cou it Division and tile Hi(-'h CoLint Division will, after hearin g the case, decide on the
question of law arising and deliver its judgemneni. (Subbil Das. Trihhtihaii Dos, Saha V.
C. I. T. 1909

'ndc r the above encu instances, if an y case me ferred to the II i'211 Court Division is
accepted. then a Bench "TI bc 0 irnicd with not less than two Judges who shall fix a date
for hearin g . TI p it Bench of tiiC Nigh Court Division. shall upon hearing, decide the
quest ion of law raised thereby and shall deliver its Jud gement thereon and stating the
grounds of such decision and shall scud a copy of such .i ucigement under the seal of the
court and the sienature of the Registrar to the i-\ppcllatc Tribunal which shall pass such
order as are necessary to dispose of the case in con lbrniity with the judgement.

22.06: Appeal to the Appellate Division of the Supreme Court
According to Section 162 of ITO 1984, an appeal can be preferred to the Appellate

Division OF the Supreme Court against the judgement of the High Court Division iti any
caso which the II g b Court Division certifies to he lit for appeal to the Appellate Division.
If the ease iN accepted. then the t\ppcl late Division of the Supreme Court will give decision
on ileanng Actuall y , the Appellate Division is the supreme authorit y to gie udgemiient
ic g ardin g an y legal question i. c.. any question of law arisin g out 4 the order.
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22.07: Revision
] ' lie eope of uc \ iui oil of t he a esrne iii has, been prov ILICJ i ll the I neotne Fa

()idiivrnee. 10"s -1. ;\ceordine to Section 120. the lnpeeline Joint Coninuroncr of Fa\e
and aecordrne to Section 1 2 	 the Col ill nislOiicr ot Lres Iiia\ on their 0\\ I) ac'rd revise
ire Okiel	 w)\	 !Hirlt\	 L	 -;ate	 Weiri 111	 C	 ltiieCv.10i tW . 1 1 io\ H10!1 '!	 t\.

IlL	 \ l\I UI	 I LO f 1 11C tILl w llwrillC ,,	 hck: n LI IL iI\L U	 o'i l\

Inspecting Joint Commissioner ol faxes	 \cedrrie to Section 120 or III)
I 954. Ore Ipecrn Joint C nIilrrsior1er ut Lte ina\ on his own accord lc\ i.e the
order gi \ en b\ Joint Corninrsroner of Taxes and Deput y Commissioner 01 Taxes. In
t his Case he iiia\ reexini ne tire docu ninets relat i ire 10 the assessment and may

investigate the total issue and finall y ma y keep the decision uphold or nrav cancel 1 the
order or revise it as per his jud gemeni. FIc.vever, the assessec should he ^'ivcn every-

ri g ht to submit h is statements and the order shall not be prejudicial to 111C assessee.

Such IC\15l011 is to be (lone within the 4- year4 period of the main order.

(2) C'oniniissioner of Taxes : Accordin g to Sec. 121 of 110 1981 all as.cssee can

make application to the Commissioner of Taxes for revi siori of an order pased by
any authontv .sub-ordi ll:tte to the Commissioner. The application should he niad. in a
prescribed manner virinn 90 da s 01 the said order alon \\-ill, a lee of 1 L 200. H ie
undisputed pIllion of !lie tn should be palLt and the rses.ec must vaive his flit of

further appeal.

lire Corn illmay extend the Ii I11C of filin g the application Col	 on
al isfied that the assessee prevented by sullicient reasons from making the app1 ieal On

with in the period if 90 da ys as stated earl ier. The Commissioner may at his O\Vil 
mot ion

proceed to revise an order of any authorit y sub-ordinate to hr in within one year from the
date of passin g the order by that authority

It is to be mentioned here that where an appeal is pendin g belore the AJCT or the
\nrc l late Tribunal or lime br such appeal has not vet expired t he Commissioner can not

exercise hi.s revision powers unless the assessee has vaived his ri g ht of appeal. The
Coninussioner can not pass anY order prude ial to tile assessee. 11'110 order i s passed with
in one year of the application for revision, the some i1 I be deemed to have been al lo\vc(i.

(3) Commissioner oil' axes ( A ppeals.	 This authorit y ina ako revi e an v (liner

given b y tiiC DC1' after e.\anilniirg andinvestigating WON issue thoroughly.

I)
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I	 Who 1w toe \flL late \uthot itics under I T Oidin ince 1984 Cite the pi ()Visions

rele'aiit to appeal.
[ft U, B. Corn. (Pass) I982

2.	 Under whit circtuustances and how appeal can be led to the Appellate Tribunal?
[C. U. B. Corn. (I Ions) 19891.

3	 Discuss what remedial measures can be taken by 'Iii asscssce if he is not satisfied with

the decision of Deputy Commissioner 01 Taxes.	 .	 .
[C, U B. Corn.. (Hons) 1978, 1931.1

- . 4.... Under what circumstances can allassessee tile appeal to the Appellate Comnussioner

ol'Taxcs? Discuss in detail different aspect of this appeal.
[C. U. B. Corn. (Pass) Modifiedi

.	 1Jndcr what ircumstanccs c an an assessec file appeal against the tlecisin of D. C. T.
Jlatc fount Comnssioci of axes Discuss tile iuks and poceduics lotu n 

nllu T such appcls
[C. U. 	 Corn. (lions) 1976,190fl]

C. Di cuss die forinauion and functions of Appellate Tribunal. When and under what
.	 c.'cumstanccs can an appeal be filed to the higher courts?

[C 14. B. Corn. (lions) 1978. B BA- I )9hJ

7. . Unuci' whiht circumstances  and how can appeal he filed to the Appcla(e Tribunal?

- Discuss 
t• ±onstituation and functions of Applate Tribunal. Explain the. dOle. of High

Coll 	 ( uu..ouie tax cases
Y	 .	 IN. U B: Corn. ftlons 1999 b
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Chapter-23
Assessment of Insurance Company . .. .•:. ...

Chapter Synopsis/Contents:
7.1 : Introduction

A : Life Insurance Business	
V

23.2 : Computation of Profits & Gains of life Insurance Bsiziess

B .: General Insurance
23.3 : Assessment of General Insurance Busuess

23.4	 Non-resident Insurance Business

23.5	 Illustration

Questions	
V

Exercises

V3.I	 Introductiw	
V 	 V

pVj5 01 11 IaIIeC Co! i 11).til I cs YC C uputed Sep aiel. than profits 01'001&

UndcV the p o i ios nude ii tie l 0Ul t1 1 schedule Of Income Tax 01(1 i
19*1. such prolils and losses are computed for wx plipose. Further pi-o1i:•
A 5511 ial)CC business and other E\ pt5 01 1)Sj Il(5S are also (ollipLited under dii ic Cl

methods. As such VC Shall Lieu! \Vith 1)0111 types ol surancc business separately.

A : Life Insurance Business	 V V	

V	
V

23.2: 
V 	

of Profits & Gains of life Insurance Busincss
Under section 2 of the I ourt h chcdule the profits of life insurance business (01 her

than pension and annuity) shall he (letannined under Iwo bases: 	 .	 V

(A) Total Gross External Liniie	 .

13) Acturial S urpius.
I tie lVc.lcr	 1	 t\\ 0 \Vill he taken as the h;s for cVh.1I.oino income tax.	 --

L-	 Tom! Cross Earning	 V

This 	 toiniJctle' hlio•.iiie itenisolineome:

1) Interest

d Dividend	
V
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(iii) Charge for revesion or renewal

(iv) Income 10111 sale or purchase of annuity

(v) Re -insurance commission

(vi) Income from property

(vii) income from oilier sources.

Total Gross earning thus computed will he subject to deduction of inanugenient.

expenses. But management CXCflSCS will net exceed the limit as set below:

(a) 7.57o of the premium received (luring the income year in respect of single

premium life insurance,

(b) 7.5% of the 1st years premium inrespect of oilier life insurance prerniulil for

which number of prernium is less than 12 or which number of year is less (hall

(c) 90c'a of premiums for other types of life insurance received during the year.

Further following expenses will not be allowed:d:

 Bonus given to policy holders,

(ii) Loss on realisation of properties and securities,

(iii) Expenses not allowed under Income tax

(iv) Depreciation charged oil 	 and ascts.

Moreover following income will also not conic under gross external earning:

(a) Premium received on Insurance policy

(b) Interest or dividend received on annuity

(c) Profit oil 	 of securities or properties

(B) Acturial Surplus

It is not feasible to determine profit or loss of life insurance business every year.
Because policies are issued throughout the year and it is difficult to exactly determine the
portion of claims that may arise for policies issued during a particalar yeai. Thus profit &
loss account is not prepared each year; rather a revenue account is prepared. But as per

Insurance Act profit is to be determined after 3-5 years interval based on acturial valuation.

Under acturial valuation, from the value of securities and other properties, net liability is
deducted to arrive at Life Fund. Here net liability means the balance of the present value of
all remaining policies minus present valuc of future premium of those remaining policies.

This acturial valuation is subject to the following adjustments:

(i) If there was any deficit in earlier inter-Valuation, that will be added and if there

was any surplus that would he deducted.

(ii) Addition of those expenses that were deducted in actLlrial valuation for not being

allowed under sections 29 and 30 of  T ordinance, 1984.
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(iii) Deduction of bonus or any such amount upto 4 th of the amount kept for policy

holders.

(iv) Addition of that portion of clepreci ution that was shown much to reduce value of

wcuritv at times of acturial \'a]uatiOn of properties and securities.

From computation so made. average surpluyeares can he computed b y dividin g that

value ith number of y earl y intervals for which value has beed computed. For example, ii'

after 3 yearly intervals acturial valuation is made, the value will he devided b y 3 and the

yearly surplus Can be computed.
This annual average is further subject to the following adjustment for taking in to

consideration as tax base:

(i) If for acturial valuation, depreciation of assets has not been considered and loss on

security also not considered, these, are to be deducted.

(ii) Interest oil 	 Govt. security be added. Howeven, tax rebate will he allo\\ ed

on
The greater of the two i. c. gross external earning and adjusted acturial value vil1 he

,!'C basis of income tax charge and tax will be paid thereof.

B : General Insurance

23.3: Assessment of General Insurance Business

All types of insurance other than l i fe insurance fall in the calegaory of general

insurance. The profit of general insurance is looked differently than life insurance as profit

& loss account of such business is prepared every year. FIowevr, the profit shown in the
profit & loss account need to be adjusted for tax purpose. The adjustment procedure is

shown below:

(i) Expenditure not allowed u/s 29 and 30 of I. T. ordinance but deducted in P/L

Account need to he added.

(ii) lO Ck of the profit of income year call set aside to meet exceptional loss.

Amount exceeding 10% need to be added hack. However, the amount set aside shall not
exceed the premium income of that year or the average premium income of three years

immediately preceeding the income year whichever is higher.

(iii) Loss oil of asset or securities can be deducted I rom revenue income.

Rut if for the purpose of showing lower income, depreciation or loss is shown to a greater
extent. this with the consultation made with Comptroller of Insurance can be added to pi ofit

shown in P/L account.
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(n) As insw ancu can be taken al. any I I inc of lit L at a putt ton of' such Pferilium lot

	

-:	
expired Period L iii lie kept as vesci	 This ho L vet v	 fr 6 1 n 30-40 peic. n such

IuSE'i\ c can beallov.r ed if kept in consisti t with 0111C17 piuyous y us

The adjusted piofit such arrived at shall be the basis of charging income tax

23 4 Non-resident Lnsui ance Business
I heic niay he loieign insw ance Companies carryin g on business in B ingltdesh

through its bi inchs Here the portion of Bangladeshi income vil1 he oinputed is lollows

(i) 1 he poi Non of piemium at ismg horn Bang! idesh be is to th total piennum of the
\\ 011 (1 'ULOII]C of thc cOil)	 '1	 he dcl tinincd fit t

(n) I hun acot ding to such iatio (he income oh Bang! ideshi hiaiichcs he computed out
of its total s 01k! income

f

	

	 (iii) In	 ise tlic lcome is detti mined on the basis of aCtui iii aluation such
tiiic ni is necd to oenidu foi Bangladeshi coulpailics as to 4utu i 1 am iLion bc cqu lIly

	

Ln	 ipplied I or non icsident 1flSLII ancu companies

23 5 llhistiation
Illustration-I: (Life Assurance Business). 	 .

The surplus of3 yearly acturial val L1UNOII of SonarBangla Insurance Company as ott
31- I2-0Q4 was fk 10 00 000 Fai lici aeluual ' alu thou resealed dleticicac\ I I
2 01) 0Ou Deduction of tax at souice during in let va1ution pci iod was Tk 1 50,000 of
sshich Tk 60 000 was lot cuitent ye ii The income of the conip my foi the y 11 ended on
3 1-12 2004 ievealcd the follo\\'rng

Taka
Insui'mce pietniurn	 1,50,000

InLet est on lcss tax Corn secuuties	 50 001)

Intetest on Govt seCUiltics	 40 000

Dividend	 -	 2,00 000

Fees and Fines	 . . . .; . .	 .	 30,000
•	 Profit on annuity & reversion 	 . .. .	 80,000

Management expenses toi the yeai w s 1k 2,30 000 Loss oti value of sccLii ities
held by the cotup my estimated at Tk 50 000

-	 Compute taxablc income & t t theicon
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Solution
; Sonal Barigla Insurance Company

lncomeyear 2004-2005
Assessment year :2005 - 2006

-	
computation of Tax able Income and Tax thereon	 -

Taka I	 Taka

(A) Sul-plus US per Acturial Valuation:
Actiirial Surplus (31-12-2004)	 10,00,000

•	 Add: Last valuatin Deficiency.	 2,00,000

Add: Tax dcductd at source	 12,00,000
1,50,000

Aqjusted surplues	 10000

yearly aeagesu1us	 4,50,000

Less: Loss an value of securities 	 50,000

Adjusted yearly surplus	 400,000

(B) External Cross Earnings:
(i)Int. on Corn. Securities = 50,000

50,0000X 100
Grossed up •	 (10045)55
(ii) 111L.021 (iOVt. Securities
(iii) Dividend
(iv) Fees & Fines
(v) Profit on annuity & reversions

Less: Management Expenses.
(assumed within limit)

Net Income

Taxblelncoine = Higher ofA&B

Computation or Tax
Tax @ 45% on Tk. 4,00,000 Tk.	 •.	 1 ,80,000

Less: Tax deducted at Source= Tk.

	

	 60.000
Net tax payable = TkJ20,000

90,909

40,000
2,00,000

30,000
80,000

4,40,909

2,30.000

±!: 00. 0Q
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Illustration-2: (Genera! Insurance)

From the following revenue and profit & loss account of Southern Insurance Co.
Compute tU\ab!C income & tax to he paid by the compan y for the year ended oil

Revenue A/c

Particulars	 Fire	 Marine	 Particulars	 Fire	 Marine

	

Trtka	 Taka	 i'nka	 Taka
Claims	 I ,2 I ,000	 93,000 Ba! a nec	 at	 the

begin ng:
Commission	 72.000	 3 1,000 Re V C fl U C	 for 270,000 2.50,000

uncxpu:ed Osk
Maniiee file] t	 76,000	 88,000 Premium	 3,8 1,000 2,95,000
Ex pCI) SC S

Profit	 1 .76.400	 28,000 Commission on re- 	 23.000
insurance

Re s c r y e	 for 1,52.400 2.95,000
unexpired risk
Additional Reserve	 76,200	 10,000

	

6),74,000 5.45.000	 6,74.000 5,45^000

P/L Account

Ta ka

85,000

40,000

8,000

!,44,400

2,77,400

'I 'a ha

Interest & Dividend	 73.000

Profit oil 	 I ,76,400

Profit on Marine	 28,000

2,77,400

Directors ' fees

Iiicoriic tt,5 P O ;sion

Loss oil

Pro fit Carried  to Balance
Sheet



Assessment of Insurance Conipn -373

Solution
Southern Insurance Company

	

Income year 2004 - 2005 	 - ,D,:	
.

Assessment year 2005 - 2006
Computation of taxable Income & Tax

Profit as per P/L A/c	 1,44,400

Add non-allowable Exp:

(i) Excess unexpired risk reserve Tor marine ..•. 	 10,000	 .	 •..

(ii) Income tax provision	 40,000	 50 000
194,400

Tax:	 .
Tax @ 45%	 .	 . . .	 .	 .. .	 .	 87,480

Notes:

(i) Assumed that management expenses are within the limit.

(ii) Exceptional loss for unexpired prennuim is allowed @ 10% of Preiiurn including
additonal reserve. Here for marine, 10% of premium is Tk. 2,95,000 but additional Tk.
10.000 is excess thus not allowed. For fire such provision is within limit

(iii) Income tax & Provision thereof is not allowed u/s 29 & 30 of I. T. Ordinance.

rQiistionsi
I. Explain tax assessment procedure of Life Insurance company as per Income Tax

Ordinance 1984.	 .

2. State the irocedu of tax assessment inrespet of General Insurance company as per

I. T. Ordinance, 1984.

•	 LlExercises1

Exercise-1:

Alpha Insurance Co. Provides you the following information. Compute taxable

income & lax to be paid by the Co.

(i) 5 yearly acturial valuation surplus Tk. 20,00,000.

(ii) Surplus of earlier valuation Tk. 2,00,000

(iii) Tax deducted at source during inter valuation period Tk. 2,50,000 of which Tk.
80,000 relates to current year i. e. for the year ended on 30-06-2004.

(iv) Expenses amounting to Tk. 50,000 not allowed u/s 30 of I. T. ordinance has not

been takan into account for acturial valuation. 	 -
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Hie income of the compan y , except. premium Lwow which was I k 2u .000.
revalued to be as IbI lows:

(i) Interest on securities 	 Tk. 100400
(n) Dividend Income	 '11. 80,000
(iii) Fines & fees	 Tk, 40,000
(iv) Pro fit horn mu i ty	 11. 30300
(v) Fees for reversion	 Tk. 20.000
\ lanaeme!1L expenses amounted to Tk. 110.000. Depreciation on asscts chared at

Tk 30.000 & loss on investment in shares cst i nmtcd at Tk .50.000.

Exercise-2:

The OIL A/C of Gncral Insurance Company revealed a profit of '1k. 50,00.000. On

Sccirting it was revealedthat exceptional loss was shown '1k. 4.00,000 @ 30 which as
per law allowed @) 10%, Further expense not allowed under sec. 29 and 30 is revaled at 'ft.
1,511000 Well was charged in revenue account. Income tax provision appropriated at 'FL
50.000. Cpnipute tax liability of the company.



Chapter-24
Miscelaneous

Chapter Syriopsis/Uon tents:
24.1 : Assessment of NonResidciii
24.2 : Double Taxation Re] ief

---

24.1: Assessment of Non-Resident
An anal y sis of Sec 17 (1) of Income tax Ordi mince 1984 reveals thin it iion-resident is

to pay tax on the tol]o\vin g t y pes of income:

(i) Income received ill
ii) Income decmed to be received in Banciadesh

Income ansi ng/accuring ill

(iv) Income deemed to uisin g/accunn g in Bangladesh.

Thus it is seen that a nonresident need not to pay tax on his ioiemn income.

Under Sec. IS followin g will be treated as income acerving/arisen in Bangladesh.

(a) Any, income which falls undcr the head "salaries wherever paid ii it is earned in

Ban g ]adcsh or paid by the Govt. or local auihoi-ilie.s ill
(ii) Any iileoIlle directly or indirectly accruing or arising through:

(i) an y bussness connectio in Bangladesh,

(ii) an y propertY: or assets ri g hts in Bangladesh

It is to be noted that in case of business, if all the operations are not carried out in
B angla.lcsh. such part of income will be treated as Bangladeshi as could be reasonably
attributed to the operations carried out ill

(c) an y dividend paid outside Bantzladesh by Bangladeslu company.

(d) an y income b y way of interest paid by Govt. or an resident person. But if such
money is taken for Business or Prolession to be caned on outside Ban g ladesh, this
provision will not be applicable.

(e) any income by way of technical fcc paid b y the Govt. or b y a resident. But if such
activities are carried on outside Bangladesh, this provision will not apply.

(B an y income b y wa y of royalt y payable by Govt. or resident But if Property or
in format ion used or ,L %-Ice ut] ked for the purpose is outside Rang I adesli tIns provision
will not apply.
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(t) Some typical iiiconw:

(i) if a non-resident purchases goods in lHw g ladcsli ani sales it OUKAW lnfj
the income reasonably accruing hrough purchase he treated as nHic :rHn in
H angladc sh.

(ii) If a non-resident purchases goods outside Baneladesli & sells it ill B an a a lesh
that inconie reasonably attribffled to purchase he deducted to COn1pLL[e income Ownsing in
Bangladesh

(iii) Ile above two pH nciplcs will be app! ied for manufacturing oC prod ucis and
income produced there of.

(iv) For non-residcnt firm, income arising in Bangladesh fro m its branches he subject
to tax. In this ease IWU can examine not onl y accounts of Ban gl adesln branch but total
business. If he is satisfied with Branch accounts and profit revealed there Al, he will charge
tax here of, otherwise, he can reasonably estimate income of Bangladeshi finn.

Taxible Income & Tax Rate

Total income of a non-resident will be calculated by aggrealing his income from
different heads. Alike a resident a non-resident he will also get benefit of nlinimurn taxable
income & pay tax as per rate applicable to a resident:

Tax Collection

A non-resident can be taxed on his own name or on his agent. I] uder the following
circumstances, a person may be taxted as agent of a non-resident:

(i) Person appointed as agent by a non-resident.
(ii) A resident who has business cannection with a non resident,
(iii) A person through which a non-resident receive income.

It is to he noted that D. C. T. is to inform the person concerned 'ho is to he treated
as agent of non-resident in case of (ii) & (iii). Further, an agent who pays or supposed to
pay tax on behalf of the non-resident can deduct tax so paid from the income of non-
resident and pay the balance to him.

24.2: Double Taxation Relief
A Person may have i nconie in different con nines If he has to pay tax in his own

coulmn as resident and also need to pay on different countries for his income in those
countries, than heshall have to pay tax on same sources of income more than one time. To
avoid this difficulties, provision of double taxation relief has been introduced. But for such
facilities double taxation relief agreement between Goverment of different Countries are to
be made.

Agreenient to avoj (l Double taxation
-•

	

	 The Government one country may enter into an agreement with Govt. of any other
contry for avoidance of double taxtion for its Citizens and organizations & to prevent fiscal
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evasion in respect of tax on income. The agreement need to he notified in official gazette for
inpiementation. Bangladesh has such agreement with Britain, United states of America,
Japan, Singapore, Sweeden, South Korea, BelgiLini, India etc.

Section 144 of I. T. Ordinance 1984 of Bangladesh provides nc"snay points on
which such agreement shall address. These are as follows:

(i) Relief from tax payable under 1. T. Ordinarte.

(ii) Determining the income accruing or arising & deenied to accrue or arise to non-

resident froni soirees within Bangladesh.

(iii) Where all operations of Rusriness & Prolension are not carried out in
Bangladesh, determine the income attributable to operations carried out in B aiigladesh and
outside Bangladesh as bases of profit sharing.

(iv) Determine the income attributable to a person resident in Bangladesh having

special relations with non-resident.
(v) Determine Procedure of tax computation.
(vi) Deterni ne mode of recover of tax.
(vii) Exchange information for the prevantion of fiscal evasion or avoriclance of tax.

Taxable income
Under this types of agreement total and taxable income Of an asa.ssce is dctenn i ned

with reference to taxin g Acts of relevant countries Here, there ma y be some income which

dFC 11011-ass'ssahle in one country & assessable in another country. I ii such it case the

incomes which aie non-assessbl e in one cOunlry cannot come under the oJut of double
taxation relief. The taxable income so computed conic under taxation & double tax ccl if.
I low these relief is to he provided need to he mentioned in the agreement.

Relief

Mode of relief & rebate is to hk clearly mentioned in the agreement. In general relic is

provided on average rate. If the isncomc tax & supertax, relief is provided by combining

We two and finding out average rate thereof.

 QuestionsL
1. Descrihle the procedure of asessinent of non-resident. How such tax is paid?

2. Who is a non-resident? state the procedure of assessing a non-resident & reco ci y

lax there of.

3. \\"hut is meant by Double Taxation Rrehief. Explain relevant provisions as to

agreement and ccl ief.

4. write short notes on:

(I) Assessment of resident
(ii) Doub!c taxation relief.



Chapter-25
Gift Tax : Law and Practice

Chapter Synopsis/Contents:

25.1
25.2
25.3
25.4
25.5
2 5. 6
25.7
25.8
25.9

25.10
2-5.11
25.12

Introduction
Definition of' Gift
Characteristics of Gift
Exe nip ti on from Gift Tax
Valuation of Gift
Assessment of Gift Tax
Gift Tax Authorities

: Appeal
Default, Concealment, Fine
Tax Esc1)c(J Assessment
Rates ol Gift Tax
Illustrations
Questions
Exercises

and Its Recovery

25.01: Introduction
)

	

	 ro rigi vi: The law, ) j Gift Tax was first introrIued in the then Pakistan in the year
1963 With effect from I st Jul y , 1963, After the independence of the countr y the same
law was adopted I'll with some chan ges and modifications. Later on the
law was repealed in the year 1985 bui in the year 1990 it has been rC-11 Ltoduecd
which is now known as Gift Tax Act, 1990.  Now Gift Tax is leviable on the, 6xablc
ifts made at the rates prescribed in the Schedule to the Gift Tax Act, 1990 Gi i\Tax

/ was introd need in 1958 in India and in 1924 in the U. S. A. I3asically, the Gill lax
} Acts of India. USA and Pakistan influenced the Gift Tax structure of Bangladesh.

jObjectives: The main objective of introducin g Gift Tax is to	 rIl revenue b y tho
Government The other objectives are
I)

	

	 To prevent tax evasion  with regard to the Estate Duty & Weal [Ii Ta \ and t tx
avoidance throu g h cift.

ii)

	

	 To reduce the di fThrentiat ion of wealth bet veen the rich and the poor classes of
people.

iii	 To arrange the re-distribution ol wealth and income in the society.
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Basis: G it t tax would be charg Nnthe vaIii! gilk made duriic t Icinconeven

:_ a_I122ft'	 ersoii veers to Ufl IIICIIVRILIa1, Undjvjdcd I liridu Fanii!v, Joint
Stock (	 ijiuc. i\socuiiioii oi Per.oii. etc. L	 ic:tI1v. there ac t\o N:ic of gilt
ta.\ stllcd a fo1lo'v

ii	 \ tIL1c 01 pi'operl: \: tNic of nlo\aNe ai;J i:i:io\tNlc pructv r:wlciicd N'.

011C person to another \ oIuntrilv and \Vitl1iLI) C flIdCralifl	 afl\ iUoiicv or
I1111L\5 \VOith,

ii) 1)i fUci-eri iaJ value of actual and slated price: :\ceoiii ng to Sect ion 4 of
G  ft lax Act 1990,  ii any movailc or Ill irnovablc propert y i. transferred with
an inadequate consideration of money or mone y 's worth then the differential
value of	 l price_ancl consideration price would be treated as eiJL.

) egalEkment: 'The lol lowi ne lceatl cc iiicnt are ober\ed in the (t It lax .-\ct.

990:

it
	

Iranlc r of' Propert y i. c. '-'I I't must be trintrred to I he bene liccrv.

I)
	

The transftr niut be an existing property.

in)
	

The	 IIILIst be voluntarIly and \\lihonl or with inadequate cot ncration in

fl1OfIC OF ii lOflOL ' S \\ort l

IV)
	

Minimum taxable limit of Gih is Tk. 20J000.

V
	

Gift Tax is chareab1e on -1 11', made in income year.

vi)	 The Deputy Colllinissipner of 'l'a.xes wi] I make assessmiieii and dcternii tic tax

liability.

vu) bor movable iI't. property should be tiansfcrrcd iyically hut for inimnovahlc

lit, documentary tramis Icr is cOveted.

25.2: Definition of Gift
Gift iucan preei1ta1mom1 of something b y one person to another \\1, 1110111 comisidcra-

Hon. Aecordinc to Section 2(S of the Gift Tax Act. lOO(), emIt means the transfer b y one

person to another of an y movable or immovable propert y voluntaril y and \\ ithont

consideration of an y mone y or mnone\ 5 worth. The value of c i should he the fair market

value of the propert y t ransfrrcd as determined b\ the Deput y ('omnmlmissmoiler of laxes aihi

\\tlere such \aJ ito can not be deter i iii ned, the rules preriled ill 5 of Gift 'lax Act.

1990 will be applied.
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By aud]ysinc, the (lelinition of Gilt, the fol!ovue' taturrs are observea

1) 'Fi-ansfer of Property Jo be iIt there i iii st he a trail sler of propert. lie re
propert y refers to the movable and immovable pi'opei .ty. T I MM iray WAIM in the
101111 of release, (liSChargC. surrender, 1orleituror ablndOfl1fleiit of a dO! )t. Contract,

actiof able claim ot any interest in properly in favour of others.

2) Involvement of Two Parties Gift  must be made by one person to ailol her
person.' Here Person nicails an y Individual. Jndivided Hinduindu Faii ii Iv. Conlpall\'.
( , orporati ii. Asociation of Persons. etc.

3) Exist log Pr i eity : Gift must he made of all existing properly-ei the r movable or
i nmiovahle. Any 1\turc proprietorship or expected properly can not he included in We
St. of gift items.

4) \'oILiflta Py Tra1lSf€J\ ( ç ut should be made voluntarily. Transfer of property by
force or b y any unduekfkncc can not he treated as gill.

5) Without Considcrat/oi\ Transfer of property as gilt should he made without any
consideration, 11£ aii consclerati on is rece i \ed b y the doncr Ironi the (1011cc for
Iranstr of procrtyAicn it cio1 he treated as ed upl.o the value of cons [cat iou.

Exeniptiororn Gift Tax
Tile followin g gills are exempted from tax under Section 4 of Gilt Tax Act, 1990

1) Gifts  of immovable property St LiatedI outside Ba]Igladesh.

2) (lifts to Schools. Colicgcs 1jnversitics. Hospitals, Public Charities, etc.,
approved under Income Tax Ordinance, 1984.

3) Gifts to the Government or any Local Authority.

4) Gifts to any dependent relative upto U. 20,000 on marriage occasion.

5) Gifts by way of payment of policy of Insurance or Annuity for any person other
than spouse, dependent upon him/her for support and maintenance upto 1k. 20300.

6) Gills to any flood or disaster mangement fund established or approved b y the
Government.

7) Gifts made under contemplation of death.

8) Ci ills under a will.

9) Gifts to sons. daughters, father, mother, spouse, own brothers and sisters.

In addition to the abOve gifts there is a basic exemption Of Tk. 20,000.

The Government may also exempt any gift or person from the payment of Tax by
way of Gazette Notification.
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25.5: Valuation of Gift
Aceordinr to Section 5 of Gilt Tax Act. 199M the Valuation of Gilt for tax purpose is

done in the bollowiii vavs

I )	 The vu tie of the property for g ilt tax purpose would he the value that the propert y is

likely to fetch. I sold in the open market

Me gifted propert y is not saleablo its value \vOulLh he as determined accoyding to

the rules prescribed, such as

a) Insurance polic y = Surrendered cash value at times of ii ft.

b) Share in the pvt. company = Intrinsic value attributable to share holding.

c) Share value/proportionate value of partnership. It will be ascertained as

foilo\vcs:

Excess of market value of the assets over liabilities of the firm is to he

ascertained.

ii) Such excess/surplus value is to he allocated among the partners according to

profit sharing ratio.

iii	 Share of dl)Ove surplus plus capital provided by the partner would be the value

of Interest of each partner.

d	 Muc determined by the Naiorual Board of Revenue for an y other rifts v. I ich

are not saleable in the open market.

25.6: Assessment of Gift Tax
)enutv Cointiiissioner of Faxes is the authority for the determination of Gift Taxes.

Usuall y , the following steps are followed in the assessment of Gilt Taxes

I) Sn bniission or Return (Section 7) : A person is to submit the return of g it if

his/her total phis  exceed mi n inlu m taxable limit of g ift 'ft. 20.000 (luring the

pnrticu ar income year. The return should be suhniitted in the prescribed form and in

the prescribed manner to the DCT oil 	 before 15th September of each year. If an

bod y fails to submit return and the 'DCT thinks that the person has taxable gift then he

may he served notice that person has to subIll 1 the retUnil \\ it hiti 30 chgs from tile

date of the notice. Ii owevcr. accordi n to Section 7(3). the D( I' ma y extend such

time if he is satisfied that Were has been sufficient cause for not suhniNing the return

\\ itilili such time.

2)	 Payment oh Ta\: (Sect 1011 8)	 The assessce shall pay tax on the basis of the

sibiiittcd return as per section 7.

Tfl



Income Tax-382

3)	 Assessment of '['ax (Section 10) : Asscsslilcllts are ol three type-;

;i	 Assessnient on coirect rc[un NO If the DC-F is satisfied li h:r IC9UjiII1Y

tire presence of ilie asscsScc or piodlictroii any (10¼1:CW NY Ili!ii Ot fliP.'

evidence and the I)('i thinks that the retinal is correct and c':HHYI(-. he will
accept the icturn and the tax paid by asscSsee as correct.

hi Asscssiiir'rit alter hearing : 11 the DC[ is not sat isired \vitlr return
si ihni it ted b y tIre asscssee, he will serve notice on the assesse C cit Wi to attend ill
person or 10 produce evidence, on the basis of winch the return has been
submitted. The i)CT alter hearing and examination of the doctinienrs and
evidences may pass an order deterrniì;ns the value of taxable gHt and tax
payable.

c ) I3es t Judgement. Assessment : II any ymmui fails to suNuh the ret ii or. the
DCT may assess the value of taxable ci Its and determine the tax pa y able to the
best 01 his j Lldrtelileril.

25.7: Gift 'Fax Authorities
The Income lax AuthorIies would be correspondinelv acting as the Gilt Tax

Authorities i. C. Were is no separate authortv for dealine with ciii tax aclrvrtes. Normally.
C'onurinssioner of Taxes. z\ppellate Joint Coninrissioner ol Taxes. Joint Corrrnlmssi(ner of
Taxes. Deput y (' lUll ssiHw of '1 axes T,1X Recovery ()Hrcnrs no IIIC crmsalctioll 15

such under the lnco:w lax Ordinance. I h54, are the concerned ;iutlmrities.

25.8: Appea (Section 12)

1) According to Sect ion 12 of (ii It Tax Act. 1990.  any person aggrie 'cd b y it gift tax

or ler may file appeal to the Income lax Authorit

2) Lnder this sectim for filing appeal, all the rules and regulations relating to the
Appeals, Revisions and References as pci . Income Tax Ordinance are to be followed.

3) As per Section 18 of Gift Tax Act, 1990.  no case ma y be filed to the an y other court
Or authority.

4) .-\ceordiue to Section 0) of the said ,•-\et. the Appellant shall have the right to be heard

at the hearin g either in persons or 1w a representative.

25.9: Default, Concealment, Fine & Its Recover y (Section 11-14)
i)	 Default and ('oncealnicnl: II any pe rson deliberatel y stibrurts an y wrong

in loir nat ion or fails to submit return even alter receiving not ice. he mao he imposed a

ic nal tv for not exceeding 50 oh ilre ode inal gilt tax charceable. Such penalt y would

be collected together with cift tax.
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hI	 I)cmand Not icc (Sec. 13) : Demand Notice rc fat Inc to GIN Tax \voLlld heserved

on the	 ccc	 tile demand of neolile tax 3\ rc1uired to he sent and cu\cd.

Collection of , la\ and PcmiIt	 (Sec. 14 : I'll,:dcnianJ notIce Cl \CJ tiio,t he

101	 tI1cLl h\ the	 h\ fla\ lot the ta\	 thai the ii nc ii :iioned therein: lailite

Inch	 cIt,Lfi\ e.at he ie\ cc ni lltci. 'eee. 11 IlL'	 'ec Hc all ilppe,Il bLinc the

.\ppeHiile . \i	 iri:e. 1 • \' OLIhi	 10 He	 iJco'.i .I	 ii	 cI.LlhIllic	 ee for

iiilp . iHfl olje1l.ih\.

25.10: Tax Escaped Assessment

In lie (jilt lax Act. 1001), the sYte iii ot ciii OL\ aped tilcnt ha ako been

provided. 'l'hc Deput y Comtni si00er of laxes usually eStilllatCS the value 01' taahle gift."

and dcterinine the tax payable [or tax escaped i ii.

II for any ieaoii an gilt chargeable to tax for an y z I scsinent ear ha been eeaped

OF has been nader	 escd or 1sced at too Io\\ at a rate or ha. been the ubjeet of

e xeesive cxcii pt ion the DeputY C'onin koiicr of Mes flOR i\Ue a notice to the	 eee

cctailling the	 rtietilar epiiicd aiii na y proceed to asc	 or determine b y an order in

\\ YitiIlC. the total iti ov the tax pa y able b y the ascee.

The tax Iiali be dumped at the rtie/ratc applicable to the i etuent ear foi 	 inch

PlC a5L'51ilCt1t	 tiade

25.11: Rates of ( ;ift Tax
The rates of (lilt Tax lll-c  a follows

Amount of Cliii

(a)	 On First 'hP. 20.000

ib	 On Nex T P. 5 J)0.000

(c) On Nc.\t IL. 10 .00.01)1)

dt On Next Tk. 20.00.000

(c) On Next I aIance Amount

Rate of lax

Nil

()(

i s

20

23.12: IllusI I'll tiuns

Illustration— I:

Lxaiuine.	 hcihei the lohlovm tr;Inactiolls would be ticated as Gift as per Gift lax

Act. 1090 and it so. asceltain the amount of taxable itt

u	 1r. Sahani cilicLi a piece of property to his son-in las'. \lr. Jabbar on condltion that

Mr. Jahhal	 ollLi hase been pa\ nc 'IL. jojwo per year (or S Years to Ins lather-in-

law. iIc value of the properlY wit 'IL. 10,00H0.
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b) •. Father opened ajoint account with his son in A gi-ani Bank and dcp icd Tk.
•	 1,50,000 From his own fund. Later on thee son drew 1k. 70,000 ft u a this joint

account for his inarrianc ceremony.

c) Mr. Arnir I lossain donated to his. sister TIc. 70,000 oil 	 marria ge ceivi Hun)'. The.-:	 sister was dependent on hill).

• Solution:
a)	 It is a gift but the amount of gift would he as follows

Value of the gifted property	 = Tk. 10,00.000
Less Amount Receivable from the Son-Iii—law',= 50.000

V 	 (Tk. 10,000 X 5 \'CiItS)
	Taxable (Jilt	 = Tk. 9,50,000

(Ref. : Bishwanath Vs. C. I. T. : Calcutta 1-0gb CoLirt)
• b)	 Any amoul?t withdrawn fromthe Joint property by the person other than the investor

would be f.iated as Gift.

Hue, amount withdi awn by the son Tk 70,000 is i g il I inic1e by the father to his son
but such gift is fully exempted under section 4 al Gift Tax Act, 1990.

c)	 Amount donated by Mr. Aniir flossain a :;is sister Tk. 70.000 oi l
	marriage

occassion would be treated as Gift but gilt to sister on her marriage ceremony is
•

	

	 exempted upto 1 •k 20,000 as per Section 4 of Gilt Tax Act, 1990. So Taxable Gilt,
in this case, would be Tk. (70,000-20,000) Tk. 50,000.

Illustration-2:	 V

• . ..:	 Mr. Afjal made the following gifts during the Income Year 2004-2005:
I	 1)	 Gift to dependent.sister for maintenance Tk. 40.000.
4 2) Gift to brother a piece of land in contemplation of death 1k 2 00 000

3)	 Donation to the eldest son foi starting a new business Uk 1,00,000
4) Donation to

a) President's Relief Fund Tk 10,000
b) Chittagong Medical College Hospital Tk 5,000.
c) Mosque Uk 3,000

5)	 Gift to biother on marriage occasion Tk 20000
6)	 Gift to a friend in his financial cusis 1k 20000
7)' Gift to son-in-law i Bungalow Situated in the U K including Furnutuie worth Tk

,,'	 2,00QO0Tk 1000000

Investigation disclosed thefollowing tacts
i)	 lie donated a house at Nasiiahad to his wife valued 1k 150,000
t)	 Loan given to i friend 1k 15,000 was Wiuttun off as bad

-
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c)

	

	 House Propert y was ti'anshrred b y Registration at Tk. 80.000 hut such eonideiat on
was not actuall y pssecl.
Determine the Gift Tax of M r.AIjal.

Solution
	 [C. U. M. Corn. ] 979 IoU i lied

Determination of Giftill Tax
Assessec : Mr. Aijal

Status Individual & Resident
Income Year : 2004-2005

Assessment Year : 2005-2006

Particulars	 -
1 .	Value of Immovable Gifts outside Banladesh

Gift to Son-in-Law : A Bungalow in UK.
Less exempted ill 	 (Li/s-4)

2	 Val ie of Movable and Immovable Gifts within
Bangladesh
a) Gilt to brother in contemplation of Death
Less exempted in lull (u/s4) 	 -
b) Donation to the eldest son for startin g business
c) Doaation to the Presidents Relief Fund
Less exempted in full (Li/s-4)	 -

U) Donation to Chittacong Medical Colle ge I lospital
Less exempted ill full (ufs-4)
C) Donation to Mosque
C Gift to Brother oil 	 occasion
Less exempted upto Tk. 20,000 (u/s-4)

g) Gift to F:rieild
h) Loan (\v/oU as bad) to friend
Less exempted (n/s-4)	 -
i) Transfer of Pi'opertv without passir consideration
j) Gift to Wife (I louse Propertv

3.	 Va]ue of Movable (Ii fs ontside Bangladesh
Furniture in U. K. llungalo'v
Total Value of Taxable (liii
Less StatLItorv DeductiLil
Net Value ofT axable Gilt

Computation of Gift Tax
On ist Tk. 5.00.000 C 5 "('	 '11. 500000 x Sc:;	 IL
On Next 1k. 33001 0 10 1,('	 Tk. 33000 x I DC =	 'IL
lotal Gift lax =	 [k

Taka	 1 'aLa

8,00.000

	

8.00.000	 - -

2.00.000

	

2.00.000	 -
I .00.001

I 0.000
10,000
5.000

	

5.000	 -
3.000

20.000
20.000

	

I	 20.000
15.000
15.000

80,000
1 .50.000

2.00.000
5.53. (')( ) 0

20.1)00
5.33.000

25. ( ) 00
3.300



I 0.000
5.000

000
3,000

SO. 0O()

26.00))

3)U,00()
30.000

2 00 00))
25.0) )0

20,00

5. 0( )0
5.000

10.000
5.00.000

0 0,
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Notes

It is	 tniicd that the eIdet son is not dependent bcc:iiisc he has cI)aiLitc uine.s.
2	 Dotatiun to Inc Moc1ne has Kohly )ic:n eonk1crcd under Incutite T:Y\ •\LSo. here

it llns not been conidercd.

3 j 	Loan civeii to Irjcnd has been LisnIncd as hniness loan and bad debt rcnidiae tlIH
loan is a hLis!ncs loss.

-I)	 Gilt to \vi)e R. I .aO.000 (House Property) fILlS not been COl15IJLFCd undci
c Clipt I o i.

Ill tist i'a lion -3:
Mr. AIcp Onpari, a resident of {3aiigIar1eh made the loilo'vine yr)	Ir the inoonc

y ear 2004-2005

P,ir[iculals

a) Donation to a charitable institution

b) Donation to Relatives
Sisters
B rot he is
Uncle
2\ephlew

C)	 Gift to 2 wives U' 1k. 1 .50,00() each

d)	 Gilt to 2 dauciitcrs & a son 0 TI':. 10.000 cach

III	 Gifts to . Joo ed fiutitcr in the c.\peetatlon of death

1)	 Gifts to niece on tie occasion uC her inan'iaee
C:islm clotwHion to his hrothci'-iii-law on (ac o c ca s io n of

his irlarriLtee

l)	 Charity to a Mosque
i) Donation to a political paity

j) Donation to Govt. Zakat Fund

Q	 Gill to a house situated in London to his brother

1)	 Cash gift to his nephew out of Bank balance in Swiss

Bank

]u\e00LLtioI1 Lli'.elOSed that the house has been under valued to the e\tcaL of 'IL.

2. (I 0.0)) 0.

( ' oinputc ta\ablc iht and	 tt tN tO be paid b y Mr. ;\1c1i BapLiri.

[C. U. M. Corn (F) I 980 y ear ciinnecd I
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Gift 'I"ax:	 Tk,
a)	 On 1st Tk. 5,00,000 @5% =	 .	 257000

b)	 On next 7,7 1,000 @ 10% =	 77,100

Total=	 1,02,100

Notes
1) The value of gift of the house to his brother situated in London has been exempted in

full (U/S-4)

2) Gift to widow daughter in the expectation of death of the assessee is exempted under.

Section 4 of the Act.

3) Gifts to niece on the occasion of her marriage has been exempted upto Tk, 20,000

assuming that she was fully dependent on the donor.

4) Cash. donation to brother-in-law on the occasion of his marriage has not been
exempted assuming that he was not depended oh the donor.

5) Cash gift to nephew out of Bank balance at Swiss bank has not been . exempted since

the gift relates to movable property situated outside Bangladesh.

Ques tl o-!^s
I	 a) State the Objectives ofchiiginggifttax.

h) What are the 1egalenicnts (4 charging gift tax?

c) What are the basis of gift tax?

2.	 Define gift and state its characteristics. State the gifts that are exempted from Gil, tax

under Gift Tax Act. 1990.

.	 •.	
[C. U. M. Corn. 19811

3	 a) What do you mean by gift t ix'?

b) Explain(how gilts are valued

c) Explain how escaped gifts are valued. 	 -
[C. U. M. Com . 19821

4.	 how under Gift tax Act. 1990 following gifts are valued:

a) Life Insurance Policy.	 .	 .	 .	 [C. U. BBA 19951

b) Interest in Partnership firm. 	 [C. U. M. Corn. 1976]

c) Shares in Private Company?

5.	 State the procedure of gift tax assessment. Discuss the provision relevant to gift

escaped from tax,

6.	 'DiSCLISS the features of gift. State the gifts that are exempted from Gift Tax Act, 1990.
C. U. B.. B. A 19981
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Exercises
;\bLl aild labu, t,.\0 hi etlici s CCej\ ed buildine worth [aka 5.)0,000 tinder a viiJ

trom their lather. [hrv	 iiliotit	 viJin the property cilted the sa l ne to their sister ltii.
Disr us \\ hethet he total value Of the Htitldjtiri he ehareable in the hands of two

hiot hem joint l\' as moeiat ion ()f persons or not.

Ewk

\Ianinn has no inc of his Pist wife. 1-Ic. therelote. adopted a Child and hroti g hit liiiii
tip as his Own son.

Alter the death of Inst \ Ic he a g ain married and was blessed with 2 sons and a
Uauhte r. He made a gill of 1k. 2.00.000 to be divided bet\veefl Any sons and a d anghtey
equally. Will he gift be charceable to Gift tax Act. 1 990.,,

Ex.-3:

Sheikh Abdul I laiiiid made the following eifts during the year 2004-2005. Compute
aiP tax to be pa y able by hint.

'Cal a
(tilt to \-lrs. Sheikh on her buth da\

h	 Gilt to a ielaton not de pendent on hint	 20.000
C)	 Gift to C!utiagong Medical College	 I 0.000
d t	 Gilt to his brother made on 30-5-2004 in conlemplat ion of death 	 25.000
C)	 On 3-04-2004 he made a 

g ilt to 

Ii is son-in-I av a house property at Burma valued
TaLt I .00.000 inclading funi iture and fixture orth laIn 20.000.

0	 lie tramisferm-ed an amount of 'FaIn 30100 iront his hank account int I K. to his
dauchiers account.

Z7 )	 Pavnieitt to the wjdow ol One ol his empiove \vho died in an accident IT. 25.000.

1nvesiigatioi (liselosed that he has waived of his elaitli a g ainst his brodier for Taka
10.000 who took it as loan. Brother is not an insoleemit. lie also transferred a piece of land
to his hiother's v. fe at 'aka 50-000 market valuL' lv;hjch cij 	 eJ ai 1aka .20.000.
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Mr. Rajan Chow(Ihury. a resident of Bangladesh made the following gifts for the

year ended on 30-06-2005:
T: ik a

20,000
Danation to a I lospital

Gifts made to his relatives

i) To a sister @ Tk. 800 p m.

ii) To'his wife a piece of land	
230000

iii) To his son-in-law Tk. 5000 to defray educational expenses.

Cash gift to a near relative who is not dependent on the marriage of relative's son.

A sum of Taka 25,000 given as loan to his son from his business.

I-Ic wrote off the loan in the hooks of business.

He made a gilt under will to his two sons and one daughter properties valued TaLt

30.00() to each son and 'ft. 15,000 to daughter.

(ii ft of i Iuhlin\'able properLy luaLlc to his near relative, a house in Londuii 	 20.00,000

lie also made a gift to one of his friend a life policy after maturity, estimated icalisci
25000

value of Taku 

Gift to Presidents Flood relief' fund 	
1530)

Gift to son-in 	 a house ii Dhaka	
1 0.00.000

Ronald Wiliam, a resident of Bangladesh gives the following particulars of gifts for

the assessment year 2005-2006

a)

h)

C)

(1)

C)

f)

I'i)

i)

a)

b)

C)

I aKd

50.000

30,000

2,60.000

80.000

60.000

2,00,000

Donation to Dhaka University

Gift to Govt. of Bangladesh to he used for eradicating illeteracy

Gift of his property of U. S. A. to his son

House property

House hold effects

Gift to his \vife,uptp 30-6-2004

Gift to his nephew who is studying in abroad
(1)

C, )
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1)	 Gill	 Iii Soil Wing in inladesii on INC Occassoni of las birth (la y	 5700()

	

)	 (hit	 I li , dau ,̂ Ilicl , on 111C	 :o : sioli oLher nmurj e:c da y	000
lnv c.^ I iga lioll disclosed that lie has tiansfi-rcd a hui1diu' by recistered deed for ]'iik;i

$0,000 but actually the consideration did not pass hO to date. Compute tax Liability of Mi.
William.

Invest ieaton further disclosed the 0i1o\vj ri

	

i)	 A sum of iika 32000 was written off as had debt out of his credit sale but
1 )CI' approved onl y Toka 12400 as honafide,

ii) lie made a further g ift to his \viic as a payment of dower mone y a hotic
situated at Nasjraba( I, Chit la2ong valued Taka 7.50,000 (His dower money at
he time of marriage was onl y 'laka 2.00.000)

lie waived of his claim worth Taka 10100 .acai mist his younger brother who
took it as loan.

f ie also transferred a niece of land to his eldest brother's wife worth Taka
54000 wIlise ii arket value is estimated to he Taki 2,00,000,

Ex.-6:

Mr. A made time h'ollowing gifts during the income Year 2004-2005

	P	 Gill to M rs.A on her birthday ]'k. 50,000:

	

ii)	 Ci 11 to a relative not dependent on him It. 30MO;

iii) Gilt to Chittagong Medical College Tk. 20.000;

	

iv)
	 (-;if'[ 	 his brother made in contemplation of death It. 35.000:

	

Q	 Gift to his son-in-law a house pi'operty at Canada valued at Tk. 2.00.000
including furniture and fixture worth It. 401000;

Vi ) He transfirrediin amount of Tk. 60.000 from his bank A/C in U. K. to his
daughter's A/C;	 -

\ iii) Paviiient to the widow of one of his employee Tk. 35.000 who (lied in an
accident.

Investi g ation disclosed that he had waived off his claim a gainst his brother for Taka
20,000 who took it as loan. lie also Iransk]-red a piece of hind to his brothers wife at Tk.
60100 market value of which estimated at Tk. 450100.

Compute gift tax to he paid by Mr. A.

i\ )

[C. U, B. B. A (Hons.) 1998,  Modified]
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26.1: Introduction
Value Added 71 ,ax (VA'F) is i tiiposed on value added b y a manufacturer 01'a him ui

distributors. "Value added' br a frni is nothing but its gross recepi Is from sales minus all

expenditure on goods and services purchased from other firms. In the product ion and
distribution process a firm buys materials from other Iiims. These mater j uts ma y include

principal raw iiiaterials. auxiliary raw niaterials. chemical electricit y and capital goods such

as machinery, equipment, buildings, furniture, vehicles. etc. l'hc firm adds value to these
rS obpurchased ITlater j uts by processing or handling them with the help of its o\Vn I acto



T aIuc .(!c1ed Fnx-393

production such aS labouL land, capital, etc. Such Release in the value ui outputs over
inputs is the value added b y the firm. Since dic VAr is niotiv iitrudued aS a cOl imullption
t y pe, it is tiStIall\' coiisidcicd as an iiidiiect Lix. in cencial. value idL'd tax is au I ilIteinat ice
1(11111 or sales Lix and In its usual turim it is :i InLIIti sige consrIiiiLoiu tax uunp()scd Oil
ood and/or Crviees. which is cdlccted at every stage 0! piodrictioii and distribn6on

iather than at the retail stage alone.

26.2: Historical Perspective of \jArF
As an indirect Lix VAT belon g s to the g i mp of sales tax \v!Iicll include turnover Lix

and suics LIX at ci t1CRFit levels 01 pioclLiction and distribution. In such a cie die oldest tax
ni this t y pe, d tnrnovcr tax was lurst introduced in Spain in 1342. The nianufackures sales
tax was introduced in Canada iii 1923,  the wholesale sales Lix was i ntro(lLiced in Australia
iii 1930,  the Mail sales tax was introduced in USA at sale level in .\ I ississipi in 1932.  VAt'
is seen as the Outcome of effort to ic linenicnt of inn! tipoint sales lax. In such a Sli nation
VAT in its present JULilli-stage lorin "as hrst introduced in Japan in 1950 at a local Govt
level lucre after it was intro4uceci in France in 1951 Denmark and Brazil in 1967,
Netherland in 1969,  Luxeniburg in 1970,  Beluitini in 197 1. etc. Now-a-days it is found in
about 90 countries or the world including our neighbouring countries India and Pakistan.

Flue VAT was introduced in Ban gladesh oil 01 July, 1991  at it,,) initial form is a sort
of consumption tax, extending its covLra ge UI) to the level of import, production or
nianulaci u ic and scnAvd-endel:ing hut not to export (which is zero-rater! I. \vh desale or
retail level (vine Section 3 or the VAT Act, 1991). Rut since the financial year I 99697
VAI in T3an g ladesh has been a broad-based consumption expend 1 we tax by covering IN
wholesale and retail levels. A brief histor of introducing VAT in Bangladesh now 1'()11(:)\\,s:

Govt. of Ban g ladesh in 1976 fon ned a nine nienlher Faxat ion Lniu i ry Commission
\v hic h in its report discussed different aspects of VAT incl u ding, its adva [ages
limitations. But Commission in this regard concluded that time has not vet conic for its
introduction. But this brou g ht the concept in discussion latter on since 1979.  In 1980. a
World Bank Mission visited Bangladesh and amon g others it recommended i utroduction of
VAT. Based on this ueconlnicndatiofl a Tax Mission from Bangladesh visited nianv
coin tries in 1989 and in 1990 They recommended adoptat ion of VA'!' thereafter based Al a
series Of discussion with  iclevan I parties, chambers, etc. The \'Al OiJ i mince was
promulgated (in 31st Ma y , 1991 which combined Fci.se l)titv and Sales M ton awe
C\tent stibseticnt! y . The Value ,\dL!cd Tax hill 1991 was introduced in the Jativa Stieid
lationa] Assenlblv/PaIlianlenl) Oil 1st June. 1991 6. e.. after 30 da y of the proullttleaiiomi
of the VAT Ordinance). The then I :inance Mill ister in Ns staten lent of objects ann! rcuons
for brin g in g the VA'] Bill said that it was bein g considered l)rop'r and necessary L)
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introduce VAT in place of present Sales Tax at the import level and Exercise Duty at the

local production and service level in order to remove inconsistency and defects of the

current indirect taxation s ystem in the country. The Opposition protested the introduction of

the VAT Bill. However as a routine process of the Parliament, the Value Added Tax Bill,

1991 was passed by the Parliament as the 2 1111 Act of 1991 on 09 July, ] 09 1.

26.3: Reasons For Introducing VAT in Bangladesh
Accepting the recommendations of the Bangladesh Tax Mission. the Gove rnnlent set

forth the l'ol1o\vin	 oals for the VAT

i) Fo do away with the cascading effects that happens because of taxation of

inputs.

ii) To generate more internal resource's than that Excise Duties and Sales Tax used

to provide.

iii) ]0 introduce VAT as the main vehicle for resource mobilization.

iv) To adopt a flat rate of taxation on a broader base, covering a wide range of

goods excepting the primary agricultural products.

Further the National Board of Revenue pouted out that the objectives behind

introducing the value added taxation were bringing transparency in the taxation system,

pohihit ing cascading taxation at (lii Ie.rent stages of production thoroughly'ntegrating the

lax adintnistj'alion. above all activating the overall economy b y mobilizing more internal

resoui'ccs, and also bringing the consistency in the Tax-GDP (gross domctic product)

ratio.

Moreover, it is argued by tax officials that the objectives Of introducing VAT are also

as follows

i) It would augment tax revenue earning of the Government.

ii) It will abolish tax on tax.

iii) It will ensure more simphificitiOi1

iv) It would facilitate improvement of equitable and efficient distribution of

reserves.

v) [1 would facilitate broadening 0 f tax base.
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26.4: What is VAT' ?

ili IC	 lftd	 ix ref I'S lo	 )C a \ I pP l ied oil \ali ic :i i led as per p	 ' 1'jj	 Frid. it is a multi aire ndirect tax ililpoed on the value WWI at dii'fei-c	 nee 'aai-(jn 'lriii production to disii ihiitjon process fi this 
C0111 ] e d[ j 0 	 l et ti rc'r to lie dehirnionsadvance by (Jitici'ejii a uthorities and authors

i) The Oxford l)icl Jonary of (tIt' EnJjsh : Value Ad led 'ía men ii s
'a tax on the aniouri by "liich the value oh' an article has been ilicreased at 

eachstage of its product ion

iP D. K. Stout Value added tax is a multiple ta x imposed at a hint rate upon theI1211Jial sales proceed " Of a conlpafly lCss all its purchases urn tici' H(1sine(i. C.. excluding direct inipoi'ts,,
In)	 B. 11. Bhatja "VA]' is a tax not on the total value oh he izooj sb	 be i in sold,

to pa y a tax not on its er

but o4 l on the value added to it by the last seller. The 
scilei-, here bre, is liable

	

os value, but on net value, [lint is di pi - o	 \',ihic11111105 tIle value of nipur".

iv) Canadian Royal Corn UILSSI{)n on laxation (CRCT) : 'A tax on Valueadded iiiirht best be .descrihed as a sOpllisticited turnover tax, vhcu'e theCLInlIllative fax l 'aetoi' is removed b y taxing each transaction onl y in respect ( ) I -111C addition to sale \ al tie \\'h iou has Occurred ill the stage i Rioted ha tel prior tothe transaction in question'

26.5: Arguments For & Against VAT

Proponents of VA'!' gi\e a luinibet' Of al"'LIMIClIt S as to die nierits ol' VAT. For
example Evans, Taylor & Iloz,man listed the merits of VAT.
are as follows	 Sonic oh the important points

i)	 It iIlCI'eases the cost of C onsumption, thLIs stininlatiiio savins and iivest Inent.
The Govej-nnient gos its mone y earlier, it doesn't have to wait until a l'ter thefinal sale,

It is 
used to stimulate exports, the exporter gets a rebate bu de as pnd.

Importers pay the VAT based on the prices of their i ilporI s. l'lie tax is paid 
onoods pu i'chnsed w haher man a Inc lured doinest ical l y or I lltpOJ'tedil 'I'Ii aII]loi'ted goods are not iVc1l an advantage Over locally mann h 'actui'ed P1'OLltc 5.

It catches service  companies, which historically have been exelilpied h'rotn sales

taxes. A service Company has to charc tl]c tax to its CUStOIIICI'S in order to
recover the tax paid on its purchase of supplies and equipInellI,

iii)

iv)
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F-irtbei rIiflteiU authors and concerned uthonties provide the IoilO\\ nc argunheilk

It opens up venues br Collection ol more revenue for

deve opnicnt ol a cou nI

1K scoc is \\Idcr and resists distortion in production and cihiinpti0fl

It provide s a god	 5tei1 ol i atc WVI chind V, Inch piC\ cnN tax on tax . e.,

rec urn ne tax.
it provides a psychological advantage to the tax payers in that the tax J)1cr5 paY

out in instalment.

It helps avoidance 01 cascading e fleets accross (Ii lierent levels of production.

hariuoflh/-ation ol tax burden and administrati\ c ease.

V AT has several disadvantages from the View 01 raisin pi i.

di Iliculi ics resiil dng from number of collecting points, complex recording. etc. In such a
context the demerits of VAT have been pointed out by various authors. 1or exiilfll)Ie,
Evans. Taylor and 1-1o17.mau pointed out a number of disadv antages,soille of which are as

It is a regressive tj. like sale taxes. its i nipaci on the tax paver decreases a
income increases and the portion of incomd spent in conslhiflptioil decreases.

It may
 be administratively difficult to enforce, particularly \vhen a large on tuber

of classes of tax payers are gi veil cxemptioil ['.oiU the tax.

It is SO 
d[iicu ft to adnhinistei' in applying it to large numbers of small tax

pave rs. who are usually themselves administrativelY ill--equippe d to comply

v:ih the tax.

It is unpopular with Local Ciove y nmeilts, since it competes with sales taxes as a

consuinptiOih tax, and sales taxes are an important source oh Local Government

revenues.
An additional tax may reduce a country's rate of capital formation, leading to a

:U! 
vclv decreased coiupetiti'ene55 of the economy and a reduction in exports.

rs have pointed out some other chifficul tics & idvantages
Lu ri her cli fferent autho 

An uniform rate in V AT implies a proporti oil ate lax on expenditure and from

.	 Poi nt
 Of view this is unacceptable and devoid of logical consideration.

It can he ic Ic rred to a money mnakking, machine to the Govt. and thus

ob j ectionable b y the consumers and bLl-"illCSS CO!flhlh J lfl tv.

in favour of VAT

VI)

Vii

viii)

lx)

x)

IV)

v)

such as

\i)

vii)
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viii) To ieeck e the input lax credit tinder the VA'!' 	 sicili, it would he flCCCsIi\' loi
each payer to keep full records in rcspeo of both purchases and sales in
order to suHlantjate the credit. For creating a tax refund , the fax alllnillistration
would have to process lax refund All these cause a heavy, compliance and
a(hninistral!ve costs both from the pails 0! the tax payers and the tax
administration.

ix) Producers of goods and Sc i'vices, in the pretext of' VAT i ncreacs prices nu ne
than propItionatciy and thus coiisumers become the sufkrer,

26.6: Computation of VAT

There are different procedures of computing VA'!' depending on situation aiid
niethoJ. The hnp a taut formulae for coniu tation dependinr on situation are shown below

Forriiulae For C ilculating VAT Under J)if'f'erent Methods
Under idX Credit Method:	 VA!' payable output VAT - Input VAT,

\vtleie, Output VAT = Output Value exclusive of
\'A]' x VA] Rate.
Input VAT	 Input Value exclusive of VA'!' x

I VAT Rate.
ii 	 I On the His of' Value Added

	
\'Al' Payable = VAT Rate X Value Added,
\\ here , Value Adder! = Output Value exclusive of

- JnJLiI Value exclusive of VAT
hi)	 In cac of Service with truncated VAT Pav:ible = Output Val tie e xclus i \ C of VA]' x

rate of value addition : 	 Rate of Value Addition x VAT Rate

In this connection, it may be noted that in Ban g ladesh For computing VAT liability of
a tax-payer, the tax credit method is Wowed. In Bangladesh now VAT is imposed at
impori level, producers level, wholesale level and Retail level.

]'hus VAT has tiow been Cotivci'ted into a comprehensive Form and iitcl udes the chain
trout the importer of inputs to the retailer. At each stage, ( N a:n boine	 unit i asic.l with
an unhMn flow of inods and a l 'oi'waz'd-hifti:	 oldie tax bui'der. The Liltitnate bc:ircr U
the ta\ burden is the consinner who pay s the tax to the ietit j ler, and the (io\crnllicnt cthyt
the tax at in.talimenh form the business units registered at each sta ge of the produc Lion and
distribution- Chart belovv sllo\\ VAT coinpu muon at di flei -eni stages \\ itli an e saniple
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(_o1flpi.1l.(t01i Of \altic :\(I(ICd Tax -it I)iI'lt'rcnt	 Iit[H

oiiipiu	 l	 iili

fl

a	 r p o	 cc I	 (i

H11HHM	 '. hIc

kluu	 iIIHI1J lciail tci

(5)1
B	 Gioss \'V]' @l51	 IL. 45	 'lk.)()	 ii\.	 2))	 1 L. I

C.	 Tax Credit	 Tk. 0	 1k. 45	 Tk. 90	 IL. 135

tax paid at piceedin stagel	 ___________

ft Net VAT payable lBCI	 11. 45	 TL. 45	 11. 30	 TL. IS

l.	 Billing inclusive of VAT	 TL. 345	 1k.	 )	 IL. 20	 IL. 1.150

A + B]
(\'ei'i1111ei1tReVciirie [Row D
Shows VAT Total TaLa 135.

' hich is borne hv the

ltnpoii dut y leviable value p1u iiup'rt dat\ p1u Su1)plc icaHu\ d(it\. ii

lnclu:4ve of nroiit marain.

26.7: Sonic Tniportant Features of \A1 in BaIi1l(lCSh

An analvsk of VAT Act and Rules ie\ cals the iollo\\'inr Ieatiics

1	 It has been framed b y incorporating sales tax on un parted goods and cxci

dut y on domestic produced goods.

ii) It is chared at flat ratt2 of 150 on taxable pwds. But Or certaui Ncutw. and
goods and for annual turnover lower than 1k. IS lakth turnover tax and
supplcnien ierv duties at sonic oiler rates instead of VAT i cIiarcd.

iii) Some goods and services have been exempted Iromn VAl Lich as

a)	 Aa rieultural products of the country.

H	 tensi Is from alumini urn and materials produced fioni cotton and s uthetics

C)	 Ball pen produces. Books hi id mug enterprises.

4)	 ('ottape industr y \\ here invcstnicnt in iviJilucry. ljcioiV icd other icl.ncd nc's

donot exceed '1k. 3 I nkh.

C )	 Snial I restaurant. Sweet shop and Decorators of upazi I Ia level.
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1)
	

Leasing Company engaged in renti nu factor y of capital goods.

Scientific instrtnucnts imported b y educational inst it Lit ions.
Cold storace,

iv)	 For all export VAT is Zero I. C. exenipted.

assesscc.s iced to he reistered :15 per provision of the Act.

26.8: Tax Base of AT in Bangladesh
FL\ bie means the objeet with reference to which tax is charged and pa y able. In the

Value Added Tax. 1991 ti le base of \rivF is tile OLHJ)Ut \ll a(1(11[1011 of the :issessee for
concerned item. Ilere however input tax is to be credited Or adjusted. Input tLix means value
added tax paid Nv a recisicied asscssce on inputs nported or purchased b y 11 1111.

26.9: Goods & Services Subject to VAT in Bangladesh
According to tire Section 3 of the VAT Act, VAT is imposed on the ho] Jovin goods

and services:

I,
	

goo is imported in Ranigiadesh except those nienhioned in the First Schedule of the
VAT Act:

all gook supplied except those goods mentioned in the First Schedule of the VAT
Act:

all Sc1\Iees provided in Ran g l:tde]i except those services i tier tioncd in t ic Second
Schedule of the V,-VI' Act [vide Section 3 (1) of the VAT Act].

Under Section 3 of VAT following services conic vitlun the orbit of VAT

C)

J-Iotc 1 and Re , turant - big and mcdi urn ones sit uated in nietropol itan city or
Di strict head uarters.

Decorators - situated in metropolitan city or 1)istrict head quarters.
Motor garrage works hop.

Construction firm.

v) Godovn serving on commci-cial basis.
vi) Advert isi rig Ii Will.

	

ii
	

lelephione. Tcicx itI F	 - scr ra g on corn meicial basis.
\ lcchanr ed Luun(lr.

	

0
	

Indenting inn.

	

N)
	

Printing finn except where tax exemption is given br p!aitin educational
rnateri als and journals.

	

X0
	

L\ uctiori Ii on.
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26.10: Goods and Services LxemI)tc(1 from \T
In the First Schedule. fol lowing goods are inuni uoncd as exempted 91W

All goods as speci lied in the First Schedule of the Fxc i cs and Sah. Act, 194-1 1 1 ot

1944). in case or nianu I acturing or pRAuCtiOn thereol in langladc1i.

All oods as mentioned in the Second Schedule oh theNarcotic.,, (ouiti'oI Act. 19')()

(Act No 20 of 1990). in case ol na iceluuuti g or jm,iluCiiouI	 cicol in Bnljdc1i.

Goods under Hai'iiionuied Coll-111lodil-N	 and Codlnd S\tLfl 11. S. ('odet

I 1cm. i1c ' . - ordinL, to the Furt Schcdulc ol	 VA] Act. u	 cLied h\ ftie linance \cI.

9fti.	 .c	 joe]	 ;iiiit Ii	 IL	 'o	 iutiUCi.	 \\liiJ1 4! Ilciidiuie

ic cL]' 'a) II. S. Codes' ti	 cu,ncc 1'	 1 !Laline Numhcr,nctc.L'

59 11. 5. Codes.

The above goods are tnainlv 'primar y od' ol the agi iciuitaual scejul - live anuic.]

and uteaK thereol. fishes. etc. such as:nalural honey. vegetables, oil seeds. aninvil hides.

silk, living horse and animals, meats of animals, fish. rlr\ fish. horns of deer. etc. BU SY,

Wider SRO 204/91/22 & different circLtlars issued from idne to time follo ing, nck hae

Men exempted

ij	 Cloths made of cotton and svni hetics.

ii) Malaria. TB, cancer preventive medicine.

iii) Hom(wopathiuc me(licine.

iv) Family planing items.
V)	 Chemical fertilizer and pesticides.

vi)	 Books and Periodicals

\u) Animal Iced. etc
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There were 65 er ices lhucd in the Sccciid Schedule Hi tax e.\ciiiptioii till I
But ill thC I') 'S MUM!, the Second Schedule IYN been replaced hy a new

Schedule in \\ hich ihc list of exenipted services oem included. Nv keephie inul:iritv \\ tb
the Fiii Schedule. In the new Second Schedule - cxcinpm ml	 rvices have Nccii claiticd
into seven cateorie as tot lows

FLnidamen[al ser\ices Hr Iivc(iho(j:
2)	 Social \\ el tare services:
3j	 Services Lelat ii to cultine:
4	 Serviccs relati ne to ilioiiev and finance:

)	 Araicpoit er	 cc.:

6) Personal service: and
7) Other s e rvice.,,other than the above

26.11: VAT Rate & VAT Assessee
ihere are three i pcs of taxes imposed under the VAT A ci. which are as HI lows

aiLic Adder! lax NAT) under Section ' of the VAF Act.
•5	

Turnover Tax (TI) under Section S of me \'AF Act and rule 4 OHIO VA] Wiles. and
Supplei nentury Dut y (SD) under Sect ku 7 of jjlC VA]' Act.

iii
	

V AT is paid h\ all illiporicis and P nducws and Lhi1liNntom \vli)e annual IUFI1O\ er k
above 1k. 20 1 akh.

5)	 Turnover Tax is paid by those whose turnover is less than 1k. 20 1 akli a year.
0)	 Snpplvn]entar\ dut y an additional tax over VAT pa y able on some luxurio	 omts.

The tax rates of the above iblice tYpes of taxes are curreiitiv as 515\vs

I.	 VAT Rate (under Section 3 of the VAT Act):
a)	 Standard Rate Hr import and mann taetLlring levels: I 5k on import and local

production and Zero rate on exports.

H	 Rate for	 holesale iind retail le\ek : 2 peice!ii '\ ohiout input \'Af cidit.
2. Ii' Rate under rule 4 of the \.\ V Rules) : 2 pc:cea if ;unwd tLn:i ' ver k !1elo\

2(1 lakh

3. SO Rate	 \luttiple rate,, mentioned ni the Third Schedule tinder Scciion 	 tti
VAT Act (tor NY 20(11-)2	 lNcre I e 31 different rates r:n 	 ne trout IC) Perce1 to
25 percent.
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VAT in Bangladesh is a consumption t y pe tax, the ultimate burden is borne b y the

consumer. It is, however a multi-stage tax payment s y stem where initially tax payers are as

follows 	 --____________________________________
i IFlat ion

a Goods inlportcd	 -
111 ) Goods pioduc ed oi nanulacturcd

in I an adcsli
c) Rendering of services
ch Other cases

VAT Paveis

] porter	 -
Supplier at PrRtCti(m 01 IU	 it ctu':H.

level
Sc rv ice-renderer

Supplier

26.12: Registration/Enlistment under the Value Added Tax in

Bangladesh
Registration/enlistment under VAT may he obligatory or voluntary. It may take the

Following three forms

I.	 Value Added Tax (VAT) Registration,

2. Enlistment for Turnover Tax (TT).

3. Lnlktnicnt as Cottage Industry-exCept those which are exempted.

a) Colnl)ulsory Registration (U/S 15 Rule-9) foi' VAT

Persons liable to compulsory registration arearc

a Supplier of taxable goods or annual turnover is at least Tk. 20 lakl'.

h) Provider of taxable services (if annual turnover is at least Tk. 20 lakh).

C) Importer ofany goods, and

d) Exporter of an y goods or services.

Besides Provider of following eight (8) services also need compulsory registration WS IS

i) Construction Firm (Code of Service S004.00).

ii) Clearing and Forwarding Finn (Code of Service SO] 5.20),

iii) Leaseholder (Code of Service S033.00)

iv) Procurenicilt Provider (CxIe of Service S037.00).

v) Rent-a-Car Service (Code of Service SO49.00),

vi) Board Meeting Participant (Code of Service S053.00),

vii) Seller of Land (Code of Service S055.00), and

viii) Provider of Letter of Credit Service (Code of Service S056.00).
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h) \olunlarv Registration : U/S- 17 & Rule 10 for VAT
i) Aug person exempted from compulsory registration U/S 16 (person whose

annual turnover is less than ik. 20 lakh is exempted from compulsory

registration) can be ic(Jstered voluntarily as a suppl icr of goods or provider of
services.

ii) Any person being a seller, t ran sierra' or leaseholder of an y goods
mann factured/produced or imported in Ban g ladesk or the person bein g a
provider of services which are not listed in the Second Schedule can be
re g istered voluntarily as a suppi ft-i- of goods or providcr of services [U/S
17(2)].

For registration concerned persoii/cnierprise needs to appl y in VAT Form 6 to the
concerned ant hon v with requNd document as men t ionecl in Form 7 On receipt &
exaniinat ion, the authority will provide registration in Form S.

Lxeniptioii from Registration (Section 16)

at	 Exemption from Compulsory Registration on the basis of Annual Turnover through
General/Special Order

Manufacturer/producer of taxable goods or provider of taxable services having annual
turnover below Tk. 20 lakh.

Exemption iou any Importer/Exporter  from Regi st rnlioii tlit-ou g h General/Special
Order:

Passeners bringing goods accompatiied/unaccontpan ied from foreign countries
through sea customs port, customs airport and land customs station:

2)	 All Educational InslilLitions and all Government offices being importer (but not being
a producer):

.)	 All Hi g h Commission or Embassy or U iii ted Nation and UN Bodies. IsI :tuli Ic
Conference / Or g anization and other diplomatic privileged 01-gail izati oils , being the
i ilporter.	 -

Enlistment For Turnover Tax (Sec. S & Rule-4)

If the annLial turn over of a person/firm subject to VAT is less than Tk. 20 lakh a year

lie will have to enlist for turn over tax. The procedure of such i-egistration is similar to VAT

registration. In this connection it is to he noted that We persons annual turnover re-aches
to Tk. 20 lakh or more since the (late of enlistment, he has to appl y br cancebna ihic
en! stnlent for Ti' and has to apply for compulsor y regi,nothm for VAT b/S 15.
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26.13: VAT Administration
Like all other Imes. he apex bod y of VAl adiiliiiitration i II1C NallOnal loan! of

P C\ Cii uc	 N1314P	 It appoi a	 111c	 IO\V ill	 'qu i red \ VF	 lcd	 l°r a	 pcci) iekl

1d!Ioa iioaH 0t'iceil (i,'elc	 iicadon

('lijIt5iLi. \i: \iLlcJ I

C.	 IIrL\!cal \ tlU :\JLd

id	 (oiiiiiduncr Iarc unit -

iv)	 Director General-Audit	 Inspection:

Director Dut y Rebate. Dr whack-VAT

vi) Additional Commissioner, Value Added Tax:

vii) Joint Conlnhissi nec, Value Added Tax;

viii) Deputy Commissioner. Value Added Tax:

ix) Asktant ('ommissioner, Value Added Tax:

X )	 Superintendent, Value Added Tax:
xi) lnpcctoI' valLic added tax:

xii) Oilier Value Added Tax 0 dicer with an y desaznainin which include I nspectos.

Flie ('onhluissiofler perlornis all the functions relevant to VAT adminitraiioii and

coltection with d;e help or suhordi late authorities. However. Coiniuisioner (Appeah

rcpoiii(ile or udicial tiiictiori relevant to tax appeal .\Hk LICALIC4 the tuncton and

icsponibi ties o( dii lrrent authorities.

26.14: i)uties & Responsibilities of VAT Assessec
A \'Al' assessee needs to na y tax. maintains account and document properl y l'o MV,

end his duties ai:l responsibilities are as l()l(\\ S

i) To usce rtai ii tax liability through Current Account at the Ii II1C 
of supply or goods

and deposit relevant tax to the exche(Iuer.

ii) To ill up and make entry in current account. puichiase and sale accou ill and

uan rcr the relevant itenis in concerned hook .s and docun lents peoridcull

iii) To deposit relevant books and accounts to tax WOW in due dine.

iv) lo keep in sale custod y all accou its and books relevant to VA] at least br six

years.

v) To produce relevant books and amounts to tax autlori tv on demand

vi) To ai ow tax officials to enter into his husincsss premise.

vii To iiiui run i I1V(H	 to ensure refund and rebate of tax.
Ad To supply invoice to purchaser at the time of supply ol ords.
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26.15: Books of Accounts under VAT Act & Rules
A Under section 31 of the VAT Act 1*)!. l\vI:o hooks and FCCOFIS :I IC :cquiied

:o be maintained b y the VAT r\ssesscO

a)	 S tatcmeiit 0! pu rchiasc ol Lt.\ able or exempted goods or 	 \ ices together with tile
ifl\ OiCeS or the goods or sciocs:

H	 Statement of taxable or exempted goods or services supplied om sLitement of such
0o(k or 50 [\ICuS exported and ci ipie 0! the related invoices:

C)	 (uncut Account:

dj	 Statement of tuoiic y depositcil 1fl 1110 mieasiir)' or in aily approved bank of the
(ioverntile!lt 0r thii.s pL!Ifl0e ill p:mvmmicnl oh ally \'alLIe Added lax or	 il)pIcnicl1t11-v
DLItV I hirough ( halami

C .)	 Statement oF stocks oF il ll)t l t s LU	 ptOdLtcCd and Ifla!ltIIaOttired goods: and

l	 Such docu memits as may he rcqui 10(1 b y the VA]' Rules.

!) Ulndcr Rule 22 of the VAT P cs I9 1) I, following hooks and records are required
to he inaintainod b y the man mcturer
a) Pumehase Account Book:
b) Sales :\cooti nt Book-,
C 1	 Invoice Book:

Current  Aecon mt Book amid
o Other Books as deternl; ned for this purpose.

1mm Iho hllowmmig parLis the proloirna and 00111010 of' important a000Umlts/t)OOks are shown:

I ) Saks Account and Tax Pa y able Computation Book
It N an important book. II records domestic sales. Zero rate export. tax-exempted

sales separatel y . The object of such record is to determine actual VAT payable to the
exchequer. Following is the proforluLl of this book

Saks & VAT Computation Book
Name.............................................Address
FIN	 No................

SI. No. 110 oice y cuL 1

No

Lull	 !L oh-
Lt501 II]

Date

I	 -

Sls	 SupHc
.\OirliflO	 CaOI\

4	 5

	

[You	 Tax
:mL	 katc	 C\CInft

	

IO	 cd

I	 7

lax re lu nri in format ion

	

Suppl.	 \°l-

1OILt:1J	 L)uty	 little

I	 ](.)	 I	 II



0
0

-J

•	 CA

o

ii 121 1 3T 14T] 5

-C

-

ct

C 0

E	 O>

16 17	 18	 19

:dcNIiiie &
I	 Quantity

iross Value
except VAT

Al I Other taxes
nicluding all

taxes

I	 I	 I

•.. •' .-	 •.r•

.	 .

A
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2. Purchase Account & Rebate Computation Book
To get tax rebate on input, detail records ne ,d to be mainlaiiicd. This account

provides the same.

Purchase Account & Computation of' Rebate Book

0

C
C

L1
o

5  6 I / I 8 I 9 10'7

SI.

L..

z
00

112

3. hivoic& Boo;
It \Vi II co -11111 , T) etme ol purchaser, destination, Invoice No., tranfcr date. etc. At the

lime of suppl y 01 ' od an invoice is to he supplied to the purchaser and this book viIl

contain detail of s:ci1 sale. The profornia of the invoice will be as Iillo's

Invoice
Name of the En terprise .................... .

Address
TIN Number

Naiiieoi the Puivhnser
	 Invoice No.

A Lb I ICSS

	 Date & Time

TI 	 Iransler date/supply (late

Destination
	 of goods



•	 ..	 .,	 .
I );	 1!•

\ UV	 P p t
, 1 ('I	 I•.'	 C	 Ii i'l 1 V

._, ...................	 .1	 ..	 ...L
.........L...	 i	 ..

i.Wi	 t1flCF , AT 1.('t
1:1	 \\[ iii • h4:	 /1	 oH	 :. ...: •

i1ncc: and j:tii S a.	 ii ft. kiL

:1 .	 ..1 1 ..	 ..Ill	 :1	 r1 \	 .	 I	 ..............I	 . . . .....--	 ....... .
1	 ..............•.LiIt 1tl	 II	 ._1)h11.	 'I	 ..

flLCeoiI	 :,	 -
hI	 :1jl1u.e to .Ilh1flit U1Y FeUtCn \al11ili the st )UIatCJ t1n

R11I11rc to ildoilti the VAf ot ficci ahtmt any cttaic

iii the iflIorIIVttjorl i. 	 l!11i1O c	 ,r1atl(IIL OF

RPure to colnH!v \VltIl tilt , d eein'n ol ;niv	 ioa
ulid.t :-CI1uIi	 5

Viotcs any ( 1 1CF provjon of the VAl'
-.	 i : tdu l.0 to Submit VAT return ....	 ino of two an"iift
H	 I'OFILIrC to VAT & Suppl. dut y	. 	 i nns of the aiiiouri!

"lakin g khowingly a fuise si ate went or ja SC : d VAT. or \Yh CFC

dcclaniion: OF	 .	 &IbL<il)iC. VA I and

Oh,ructiti at tIle ifliC oleiltcruu y Of	 CCt)tUi 111 . 1fl	 1LlC1iIC!1 1 aV JH

enteling into the p11 1cc 01	 luuic'o : U1',' V\T.........r eihL oa ]. 	 :id

1ut1007.e(1 UI1IICI the VAT Act	 ' 1k. 1 lakli whieh

	

C ) Submission of such retwil which IS Untrue in	 e y e r	 is	 hi e her.

iull I)ortant facts: or,	 Farthcr on being



tncone i'ax-4O

I)

0

.1.)

3.

4.

(I)

(ii)

6

Ivasi0fl of tax or trViflC Ic evade tax b y submiltine adiudicated b y Court

an y forced or false documents or 	 line.

\o1 maintainin ol records winch inc required to be I Ill pci oii lie iii	 I

IlhLinIaine(l accoidine to the \\i' Act ani the \.\l	 iila\iinuHi one \C.ii.

Ru
Lil\iiln U1Y ii11Ii tax ciedii throucli Ii)iCd or

ovI HVI lice
Kadin; or alle1111-i1ifl 	 to evade VA!	 in

sLippleluetilary dut y by any other lnenns or

Givin g an y tax invoice in which the amount ol VAT

is rneiitioned without being a registered person; or

In Case of a person liable to he registered, failure to Bitsi ness prein kes 10

be registered within one month of recci vi ng an order be loekc I.

Ioi compulsory registration Under section 15(4).
In case o f a person liable to be registered. product ion Con I seat ion o I thi

or manufacture of taxbnle goods he fore being yo,ids produced oj

reitered.

In cioc of a registered person.

reiuo\ a! of an y taxable goods Irchi business God .	to	 be

preflu5	 v:ithoLlt itl\ oice: 01	 C on Ii senied in U a
sum ol two and hal
liine of the VA!.

removal of any tax able goods from business where apple T1

premises with invoice, but the invoice is not attached V 4 U	 .1 ii

with the goods up to the destination.	 SLlfllenieflTJr> diu
pavabic on tile good

as a We

Fai]ure to pa T (turnover tax) duly b y a IT enlisted Additint! t ax f 2

person. (VAT Rule 4( 3)	 per	 in 	 h	 on

01-ItstIn(l1nc	 t I

ii1Cllidifli

inaxintum penalty 01

iL. SJ)OO.
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7 Violation of an y provi-aon f the V A'!' FI.ulcs 199 1 by
a rceistercd person. (VAT Rule 35

Penahy of 1 wo and
hail tillICS of' VAT.
i \vIiei'c apl icable.

tWO and hail tiiiie ol
VAT and SD and the
Coll hiseatioil	 of

od.s or services

24.17: Appeal
Under Sect ion 42 of V AT Act appeal can he made to the Coniin sn 'ncr(Appeal) and

to Cusoni. r.cke and VAT Appellate Tribunal b y VA'!' oO cml or an y oilier aLricved
i. C. VAT sscscc. lollo\\IHC chart shows the eround and a ppellate :ithrnv

Grounds 	 I	 To \Vliom

The (Ice i sion/ordcr has been made b y an Additional a)	 lo C nnini.ioner
Coiinni ioner. \A] or an y VAT Official not below the	 (Appcab. VAT
rank of the Additional Commissioner which is
e n JCUCLl not reaonabie.
ihicicc ision/order has been made b y a Cominissionc, b) 	 10 Custom, Excise and
VA]'. Com ill issioncr (Appeal). VAT or an y VA]'

	
V A T •\ ppe I late 'I'ri bnnal

(3 tIiei al tb; be low the rank of them which is considered
	

(eL bli .hcd L h 190 oft lie

	

I eaoii;it!c.	 AcLi 90()

illustrations
j U sir at	 n 1:

SOS (' iiipanv provides the Collu"Ing information about its production 60 sales
T k.

Pinch. .e of Raw iimaterals 	 20.00.000

Direct waes	 2.50.000

Administralive expenses	 74000

Sellin g expenses	 20000

Depreciation of Machinery	 30100

The (Thtnpanv sell ,, its products b y adding 25	 nbarn1 on c'o. [lie openitic and

cIoinn toc	 of ra	 ntatcrials recorded at [k .5().00() and IL. -b)J)(1() c\flcct i\ck.

[)cierniine \:\T if' die late i ,, 15'atiidiie Hiat oflcnwe an1 k. Hac iLk 'f

	were FL.	 )ji))() tnd 1k. _1i . ( itu) iCpCii\cl\
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Solution SOS CornaflY
Dctcrmilmtiohl of VAT

paiicuIars	
Tk.	 Tk.

	

r

^R of MaterialS	 .	
50,000

Materials	 • 	 ••.	 • 	

.•	

.	 20,00,000

20,50 000

tck of	
00

 consumed	
-	 20 10 000

 

T	 :50000
I

DepiCCiatlofl on Machine	 90-000

30,000

Factory cost
Adm1nIstratt0I ExpenseS	 -	 -	

70 000

PioductiOfl C ost	

23,60 000
000

Add Opening Stol 0i Finished goods	
30 

2390000
20,000

Less closing stocl\ of hnished goods

Cost of good sold	

23,70 PLO

Selling ExpenseS	

20 000C

Sellin
dd

 
profit

g Cost	

23 90 000

A	 @ 25% on cost	
5,97 500

el1ing price	

29 S7 500

V i lue added = Output Value	
I	 Tk 29,87,500

Less Input 0f retail	
Tk
Tk 977 00

Tax = 15%onlk 9 ,77,500=Tk 1,46625

Ijiusti ation-2
A manufaCt11 sold goods wdi Tk. 10 

lakh to the whole saler by including VAT @

15%. The whole saler added 10% as irup and sold the goods. the retailer by adding

VAT who in win 
sold the goods to the consumer by adding maibup 

@	 Co1/c	 nlputL

VAT at each stage and indicate the total VT paid by the onSumer



Value Added Tax-411

So I u t ion:

Computationti{) 11 of 
,7\1,

Particulars	 Mauuiacttirct	 \VH!c .saci

'ft	 !'k.

11 .5ft000

1 .50.000

ctai	 J_Consumer

I'k.	 Tk.

12.65,000	 14,54.750

1 .65,000

Cost of, goods

L	 I n pu t	 V A '1'

Recoverable

c) Net cost of* goods sold

d) Viarkup

C)	 Selling price Net of

VAT

1)	 VAT chargeable

Gross Selling Price

	

10.00.000	 I I .00.000
	

14.51,750

	

I .00.000	 .65.006

	

10.00,000
	

11 ,00 7 000	 12,654)0(1

	

1 .50.000
	

1.65.000	 1.9,750

	

11 ,50,00()
	

12,65,000	 14.54,750

C ims VAT Due	 I .50,000	 1 .65,000	 1 .60.750

VA' Recoverahk	 1 .50.( >00	 .6:' 600

VU Pa y able	 1 .50.000	 15 ,( 00	 21 750

VAT borne b y the Consuincr =	 -	 I .60.750

LQuestions

1. What is meant by Value Added Tax? Trace the histor of VAT n Bangladesh. Give

arguincms in lavour uiicl against VAT.

2. / Point Out the objectives of introducing VAT ill 	 Give list of items

/ chai-gcahlc to VAT and those exempted.

3. a) What is VAT? FT ow is it computed?

b) State the books of accounts and statements that need to he maintained and

submitted to VAT authorities ill

4. a) What is meant b y VAT? State its adeanuiges and drawHcks.

b) State the features of VAT III

C) 1-low VAT is computed? State with example.
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iExercise-S-1
Ex-1:
Jishan Ltd. is a anufacturing company. From the following, details for the mouth r)

Jaiivary. 2005 compute VAT to be paid h y time conipwiy for the goods sold durimte that
iinnh

T k.
a) Raw materials puichaseci	 1 2.00,000

b) Direct labour	 3.00,000
C) Works overhead	 I 0% of priute cost
ci) Administrative overhead	 75,000
e) Selling & distribution overhead 	 30.000

The company sells the product by adding I 0% profit on the cost of sales.

Ex -2:

The Production and Sales information relating to Padma Lid. for the year ended 30111

.Iunc. 2005 are as follows : Raw-Matcrials; Opening Stock '1k .50,()00, Purchases Tk.

20.00.000. Closine. stock '1k. 20.000.

Direct wacs Tk. 2,50.000, Factor y 0/H Tk .30.000. Office 0/11 Tk. 70.000.

Selling 0/11 Tk. 20.000. Finished goods : Opening Stock Tk. 40,000, Closing stock, Tk.

. 30,000, Profit 20% of Total Cost. Compute the amount of VAT to be paid by the Co.

[C. U. B. B. A (Hons)—1 998, Modified]

Ex-3:
An Importer imported goods vofl h Tk. 2,00,000 and oaid VAT as per rule and sold

goods to a wholeseller by adding 10% profit. The vholeseller sold goods to a retailer 0

adding 5% margin who in turn sold goods to the consumer by adding 15',"' of cost as

mar g in. VAT was paid and col lcctecl at each stage as per rule and rates. Show the amno
of VAT at each stage and indicate the ultimate burden to the consumer.


