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MCCI, FICCI say at pre-budget meet

Allow gradual shift to cashless economy

Lift clause to help avail reduced corporate tax
FE REPORT | March 02, 2023 00:00:00

Leaders of the country's two leading chambers on Wednesday proposed that the National Board
of Revenue (NBR) allow gradual transition to cashless economy, as non-cash payments are still
not widely accepted here.

They said the companies are not able to enjoy the reduced rates of corporate tax in the present
context due to imposition of conditions on cash transactions.

"We have proposed withdrawal of the condition on cashless transaction to avail the reduced rates
of corporate tax," Metropolitan Chamber of Commerce and Industry (MCCI) President Saiful
Islam said.

In the budget for the current fiscal year (FY), 2022-23, the government has slapped a cap of TK
3.6 million on cash transaction of the corporate taxpayers to avail the reduced rates of corporate
tax.

The MCCI has not proposed reduction of corporate tax rates for the upcoming FY, but to relax
the conditions to avail the current FY's rate.

More than 80 per cent of the country is occupied by informal economy. Industries are growing
under both formal and informal economies, the MCCI president added.

"It needs to be acknowledged that a major portion of the economy of Bangladesh is still
informal, where non-cash payments are still not widely accepted," said Foreign Investors
Chamber of Commerce and Industry (FICCI) President Naser Ezaz Bijoy.

He said the economic system has to be ready for accepting cashless transactions. To allow the
gradual transition to a cashless economy, allowable limits for cash payments can be gradually
brought down to zero after four years.

The FICCI president proposed to link the ceiling of cash transactions with the turnover of the
respective companies.

Businesses placed these proposals in two separate pre-budget meetings with the NBR on its
premises.

NBR Chairman Abu Hena Md Rahmatul Muneem chaired the meeting with FICCI, while NBR
Member (customs - policy) Masud Sadiq presided over the meeting with MCCI.

Speaking at the programme, the NBR chairman said they are sorting out the areas for cash

transactions to devise a control mechanism.
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People will have to adopt the culture of taking invoices after obtaining services or purchasing
goods, he added.

The MCCI president said the effective tax rate is high in Bangladesh due to higher disallowance
of expenses by taxmen and tax deducted at source (TDS).

Businesses cannot avail the reduced rates of corporate tax, which surge to 40-50 per cent instead
of the existing 20 per cent due to those factors, he opined.

The MCCI said the rules of submission of PSR at a massive scale have made the business
operation and account maintenance complex.

The FICCI president proposed reduction of effective tax rates, terming the prevailing rates
'extravagant'.

"Though applicable corporate tax rate is 20 per cent and 27.5 per cent for the publicly traded and
private limited company respectively, effective tax rate is much higher due to the implication of
30B, 82C (2) and deduction of tax at source," he noted.

Both the MCCI and the FICCI proposed to narrow the areas of proof of submission of tax return
(PSR), recommending some amendments.

The chamber leaders also proposed to follow transaction value of products at the time of customs
assessment - instead of database or record price, reduce supplementary duty, automate tax
department, and rationalise TDS.

The FICCI leaders also proposed to rationalise the impact of minimum tax against TDS to help
businesses avail the benefit of corporate tax reduction, and to calculate duty taxes on the basis on
exchange rates.

The FICCI president said the NBR has changed the HS codes for various products during the last
few years that are complete divergence from the World Customs Organisation's (WCO) HS
code's guidelines.

For reclassification variation, importers are paying huge cost to import products.

Mr Naser Ezaz Bijoy also proposed to use Document Verification System (DVS) to identify
income and expense, which will gradually help to rationalise and eliminate TDS from the

minimum tax provision.

He expressed concern over slow pace of digitisation, and proposed simplified and automated
VAT system.

Snehasish Barua, member of the Institute of Chartered Accountants of Bangladesh (ICAB),
placed a detailed presentation on the budget proposals on behalf of the FICCI.

The chamber proposed to revise the fees for technical services downward, as the rates are
exorbitantly high in Bangladesh.
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Reduced corporate tax rates yield no benefits

Say two leading chambers

Star Business Report
Thu Mar 2, 2023 12:00 AM Last update on: Thu Mar 2, 2023 07:22 AM
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Companies in Bangladesh are failing to benefit from the reduced corporate tax rates owing to limits
on cash transactions imposed by the National Board of Revenue (NBR) in the current fiscal year,
said two leading chambers yesterday.

The tax authority has cut the corporate tax rate by 2.5 percentage points to 27.5 per cent for 2022-23.
But it comes with a condition: a non-listed company can avail the reduced tax benefit if it uses bank
transfers in order to receive all revenues and receipts, make all single transactions exceeding Tk 5
lakh, and execute expenses and investments worth more than Tk 36 lakh annually.

In case of failure to do so, companies will have to pay 30 per cent taxes on their profits.

In separate tax proposals submitted to the NBR yesterday for 2023-24 beginning from July, the
Metropolitan Chamber of Commerce and Industry (MCCI) and the Foreign Investors' Chamber of
Commerce and Industry (FICCI) called for the relaxation of the provision of cash transactions as

non-cash payments or cashless transaction are not widely accepted in the economy.

"More than 80 per cent of Bangladesh's economy is informal. So, it is not possible for companies to
take benefit of the reduced corporate tax rates," said MCCI President Md Saiful Islam.
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He placed the tax, value-added tax and customs duty-related proposals on behalf of the country's
oldest chamber at a pre-budget meeting with the high-ups of the NBR at the headquarters of the
revenue board in Agargaon.

The MCCI, which represents large companies that generate around 40 per cent of the state's revenue,
said industries are expanding under the present context, in which both formal and informal systems
are at play.

The current additional tax exposure exceeding the cash payment limit of Tk 36 lakh annually is a
barrier for businesses to thrive on the benefits of the reduced corporate tax rate, said Snehasish
Barua, partner at Snehasish Mahmud & Co, a chartered accountancy firm, while presenting the tax
proposals on behalf of the FICCI.

"It needs to be acknowledged that a major portion of the economy of Bangladesh is still informal,
where non-cash payments are still not widely accepted."

Both chambers also complained of higher effective tax rates because of the disallowance of expenses
by the tax officials claimed by the companies and the higher rate of tax deducted at source.

"We can't enjoy the benefit of the reduction of corporate taxes. In reality, the tax rate goes up to 50
per cent for listed companies, although the present rate is 20 per cent," Barua said.

"The effective tax rate is extravagant," said FICCI President Naser Ezaz Bijoy.
Though the applicable corporate tax is 20 per cent and 27.5 per cent for publicly traded and private
limited companies, respectively, the effective tax rate is much higher due to the implication of some

provisions in the tax laws and the deduction of tax at source, he said.

"Therefore, we are proposing to reduce the effective tax rate in conjunction with the tax rate in our
neighbouring countries."

The FICCI demanded rationalisation of the tax deducted at source, saying in certain cases, the tax is
considered as the minimum tax for that source of income.

In response, NBR Chairman Abu Hena Md Rahmatul Muneem said a lot of transactions and
expenses are done through outsourcing and payments can be done without cash.

He urged the FICCI to give a list of items that are purchased using cash.

The FICCI suggested the NBR collect the data on deposits against bank accounts in order to find out
whether taxpayers have declared them in their returns.

"Some taxpayers may not declare all of their bank accounts in their tax returns in order to evade
taxes," said the FICCI.

"This reconciliation process can be automated," said Barua.

The FICCI also suggested the tax authority update the land value to reflect market realities and
reduce the registration cost and tax rates to curb the scope of undeclared incomes.

At present, land and properties are mainly transferred based on the official rates although the actual
value of the properties is higher.
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Barua said: "This creates black money."
In the budget proposals, the FICCI demanded the NBR make the VAT online system user-friendly.

"It is getting difficult for users to use the online portal. If the suggested improvements are
incorporated, the portal will be user-friendly."

The MCCI called for bringing down the number of areas where the submission of the proof of tax
returns is mandatory from the present 38 and automating the tax system.

Muneem said: "The present VAT law is designed to implement through automation. If we want to
implement it properly, we will have to go there. We are working to make the VAT return system
easy."

www.newagebd.net / 02 March 2023

PRE-BUDGET DISCUSSION

MCCI, FICCI suggest tax rate reform

Staff Correspondent | Published: 21:44, Mar 01,2023

Businesses on Wednesday proposed that the National Board of Revenue restructure the effective
tax rate for ensuring business-friendly policy support in the national budget for forthcoming
financial year 2023-24.
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Existing corporate tax rate is between 20 to 27.5 per cent for both listed and non-listed
companies but the condition of disallowance of expenses and deduction of tax at source
increased the effective tax rate for the businesses up to 40 to 50 per cent, they said.

The Metropolitan Chamber of Commerce and Industry and the Foreign Investor’s Chamber of
Commerce and Industry made the proposal at separate pre-budget discussions with the NBR at
its office at Sher-e-Bangla Nagar in the capital Dhaka on the day.

MCCI presented a total of 118 proposals while FICCI presented 80 proposals regarding income
tax, value-added tax and customs duty to the NBR for the ensuing budget.

They proposed rationalisation of disallowance of expenses’ limit and rationalisation of TDS rate
and making available refund and adjustment facilities gradually to reduce cost of doing business.

Both the chambers proposed increasing of cash transaction limit condition, which is now Tk 36
lakh, for enjoying the existing corporate tax facility.

They also proposed reduction of the tax rate of individual taxpayers, relaxing of the condition on
proofs of tax return submission, strengthening of the integrated automation system for ensuring
hassle-free services and widening the tax net.

MCCI demanded that the NBR custom’s automation system should be updated and
supplementary duty burden on import and export related businesses should be reduced.

FICCI proposed increased use of DVS system to identify income and expense which can be
useful to rationalise TDS.

It proposed that cash incentive facilities should be offered for TDS compliant businesses which
might promote both corporate tax net and compliance rate.

It also proposed proper implementation of value-added tax and supplementary duty act by
updating the automation system.

Mushak-6.3 should be automated so that businesses can submit returns and get invoices online, it
suggested.

It recommended following historical value instead of transaction value during assessment of
customs duties as price of the dollar against the local currency has been changing regularly.

It also suggested simplification of import of capital machinery or spare parts at concessionary
rate and making available duty drawback and duty adjustment facilities for the businesses.

NBR member Masud Sadiq presided over the meeting with the MCCI and NBR chairman Abu
Hena Md Rahmatul Muneem presided over the meeting with the FICCI.

The NBR chairman said, ‘We are focusing on promoting invoice culture and working on making
available automated invoice systems.’

Promoting automation based compliance culture is gradually increasing, he said.

‘Implementation of the new Value Added Tax and Supplementary Duty Act depends on the
automation system, which we are developing gradually,’ he said.
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‘We integrated our automation system with several government entities, like city corporations
and road transport authority, to identify flat and car owners who are still out of the tax net,” he
added.

MCCI president Saiful Islam, FICCI president Naser Ezaz Bijoy, FICCI executive director TIM
Nurul Kabir along with officials of the NBR and the chambers attended the meetings.

www.businesspostbd.com / 02 March 2023
Corp tax cut not helping due to

higher TDS

Staff Correspondent
02 Mar 2023 00:00:00 | Update: 01 Mar 2023 23:13:41
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Businesses are unable to get benefited from reduced tax rates due to higher tax deducted at
source (TDS) and restrictions imposed on transactions, according to the Metropolitan
Chamber of Commerce and Industry (MCCI).

The effective tax rate is higher in our country. Even though the government has cut the corporate tax
rate by 2.5 per cent in the last budget, it’s not helping the businesses much, MCCI President Saiful
Islam said at a pre-budget meeting for FY2023-24, organised by the National Board of Revenue at its
office in Dhaka, on Wednesday.

Taking into consideration the issue that the effective tax rate becomes 40-50 per cent although it is

20 per cent for the public limited companies, he called for cancelling the condition of transactions
through the banking channel and cutting the use of cash.
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Saying the main reason for this is the disallowance of expense and TDS, he said, “It has become
impossible for businesses to avail the corporate tax cut benefits.”

The MCCI president emphasised digitalisation and simplification of the overall tax management by
introducing a proper online system. “The automation activities will go faster through e-invoicing,”
he added.

Moreover, MCCI proposed to reduce the tax rate of individual taxpayers and rationalise the income
tax, value-added tax and duty for the import of industrial machinery to expand the local market as
well as the industry.

It urged to withdraw the existing 2 per cent source tax on essential commodities, including rice,
wheat, potatoes, onions, garlic, chickpeas, pulses, turmeric, chillies, maize, flour, salt, edible oil,
sugar and all kinds of fruits.

MCCI has also demanded the provision of online hearings by making necessary amendments to the
existing laws at the level of the tax assessment system, appeals, tribunals, and alternative dispute
resolution. NBR Member Masud Sadiq presided over the meeting that was attended by business
leaders and other senior officials related to budget preparation.

www.daily-sun.com / 02 March 2023
MCCI stresses reshuffling of duty structure

o Staff Correspondent
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Metropolitan Chamber of Commerce and Industry (MCCI) has sought a reshuffle in duty
structure to support Bangladesh’s graduation from the least developed countries (LDC) group.

“Our economy is moving towards a developing one. In this situation, the rates of income tax,
value added tax, supplementary duty should be reviewed according to the needs of the
economy,” MCCI president Saiful Islam said during a pre-budget meeting at National Board of
Revenue (NBR) in Dhaka on Wednesday.

The international trade body also recommended a complete automation of the revenue system in
line with the Smart Bangladesh vision of the government.

The MCCI sought a higher ceiling of capitalisation ratios (the proportion of debt in a company’s
capital structure) through revising the “Thin Capitalisation Rules”.

“The revenue collection will slow in many sectors when Bangladesh will complete graduation

from LDC by 2026. To keep pace in the exchequer, the revenue board should think of
automation to expand coverage without hiking tax rates,” said a statement issued by the MCCI.
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The trade body claimed that the MCCI members, who include most of the country’s big
corporate houses and conglomerates, contribute 40 percent of the national revenue collection.

The MCCI members include, among others, British American Tobacco, Grameenphone, Square
Group, ACI Group, Beximco Group and Transcom Group.

The NBR has collected around 39 percent of its revenue target in the first six months of the
current fiscal year, which is 11 percent higher than that of the same period a year ago.
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TBS Report
01 March, 2023, 02:45 pm
Last modified: 01 March, 2023, 10:20 pm

Businesses miss out on tax cut due
to restrictions: trade bodies

IS, ISTAnI
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Top trade bodies including the Metropolitan Chamber of Commerce and Industry (MCCI)
and Foreign Investors Chamber of Commerce and Industry (FICCI) have pointed out that
businesses are unable to avail the corporate tax cut benefits outlined in the budget for the
current fiscal year due to restrictions imposed on transactions.

During a pre-budget meeting with the NBR on Wednesday, they argued that the limit in place
falls short of their financial needs as expenditure required by large businesses are way beyond
the imposed threshold.

"Though the government reduced the corporate tax rate by 2.5% in the last budget, companies

are unable to reap the benefits," MCCI President Saiful Islam said at the meeting held at the
NBR office in the capital's Agargaon.
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He also urged the government to cancel the condition of transactions through the banking
channel and cut the use of cash, pointing out that 80% of the country's economy is still informal
which requires transactions in cash, often over the allowable cap of 36 lakh for cash payments.
The FICCI, in a separate meeting, voiced similar concern.

FICCI president Naser Ejaj Bijoy said for a big company Tk36 lakh is not that big of an amount.

"It should be based on turnover," he said.

In the last budget, the tax rate of listed and non-listed companies in the stock market was reduced
by 2.5% to 20% and 27.5% respectively.

However, to get this benefit, companies can make annual transactions up to Tk36 lakhs in cash,
and any amount above that should be done through the banking channel. In addition, a single
transaction limit was set at Tk5 lakh.

Snehasish Barua, representative of FICCI suggested allowable limits for cash payments can be
gradually brought down to 0% after four years and in the first year the allowable cash payment

limit should be 20%.

The MCCI president said, "Even though the tax rate of public limited companies is 20%, the
effective tax rate in our country becomes 40-50%."

In the meeting, the MCCI put forth various proposals on behalf of businesses including 118
proposals regarding income tax, value added tax (VAT) and customs duty.

The MCCI president emphasised on reducing the tax rate of individual taxpayers, cancelling the
condition on proofs of tax return submission, strengthening the online system, and NBR taking

steps to expand local industries.

The FICCI pointed out that there is a huge gap between the registration price and the market
price in the case of land registration, due to which undisclosed money is being generated.
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