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Salient Features of Income Tax Act 2023




Preface

This handout provides an overview of the changes brought in by the Proposed

Income Tax Act 2023. The handouts has been prepared on the basis of publicly

available sources i.e. NBR website.

The information contained in this document is of a general nature and is not intended
to address the circumstances of any particular individual. Although we aim to
provide accurate and timely information, we do not provide assurance that such
information is accurate as of the date it is received or that it will continue to be
accurate in the future. No one should act on such information without appropriate

professional advice after a thorough examination of the particular situation.
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\ Focal Points of Income Tax Act 2023

&

Irl.vestment & Business- Withholding Tax

friendly

Automation & Reduction Adverse

of Arbitrary Power Impact/Challenges
~ International Best ~ Penalties & Fines

Practice increased

Simplicity & Other
Transparency

Tax Refund Personal Tax
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\ Investment and Business-friendly

&

A Widened Cap Addressed
comprehensive on Expense difference
list of Business Limit & new between
expenses with areas of IFRS and

new structure deduction Tax laws

TDS
return
reduced to

12 from 29
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\Decrease of Excessive WHT Return

&

ITO 1984 Number of ITA 2023
Return
Statement of Tax deducted & Collected u/r 18 Monthly 12
Statement of Salary Tax deducted u/r 21 Monthly 12
Statement of
Statement of WHT tax u/s 75A Half Yearly 2 WHT tax u/s 75A
& Monthl Monthly
atement of TDS from Salary u/s 108 Yearly 1 (Monthly)
Statement of Interest Payment u/s 109 Yearly 1
Statement of Dividend Payment u/s 110 Yearly 1
Total 29 12

/ 29 Statements / )}}}}/\ / 12 Statements /




&

Y l
fl’ rev101/lsly !

ITO, 1984

Scattered in different provision

\ Categorical Deduction List

2MAC
/
Y L
LN

General deductions

ITA, 2023

New Structure of Admissible
Expenses

Specific deductions

Bad debt

Financing expenses
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\ New areas of tax admissible expenses

&

Specific Expenses

0 Utility O Advertisement
O Transportation O WPPF
0 Discount & Commission O Realized forex loss

Omnibus Expenses v Areas of tax admissible

expenses widened

v Discretionary Power of the
DCT still exists which are not
specifically mentioned

e Expenses which are not mentioned in the llst
commercially viable as well
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\ Widened Cap on expense limit
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10% of net profit for 1st 3 Years

Royalty, License Fee, technical Service fees,

technical Knowhow fees, fees for using
Intangible asset

Foreign Travel Expense

10% from the 1st years to
8% of net profit in subsequent foreseeable future
years

0.5% of turnover
0.5% of turnover Or more if the expenses are

commercially viable
7! mpact]

> Simplification on cap
> Leverage on foreign
travel expense




SMAC

ADVISORY
SERVICES LTD.

\Depreciation Limit on Motor Vehicle cost

Actual Cost
70 Lacs

g \mpact

Taxpayer will get extra

5 lakh taka
ITO 1984 ITA 2023 ' depreciation benefit
Depreciation Limit — - Depreciation Limit
on Motor Vehicle cost — = on Motor Vehicle cost

25 Lacs 30 Lacs
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\Amortization separated from Depreciation

&

Particulars ITO 1984 ITA 2023
Bangladeshi made computer software 50% 20%
Research and Development
: 10%
expenditure
2" pcct]

It will take time to amortize
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\ Amortization on Expense Disallowed as CAPEX ’

ThIS js
: not

Can I get my 10%
Amortization?

Ve mpact

Taxpayers will get tax
allowable amortization
benefit if it s
considered as capex at
the time of assessment.
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\ Alignment with Accounting Standards
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IFRS vs TAX - New Inclusions

IAS 21 - Realized and unrealized gains
IAS 36 — Impairment of Asset
IAS 37 - Provisional and actual expenses

IAS 40 — Investment property

IFRS 2 - Share Based Payment

IFRS 9 - Financial instruments
IFRS 15 - Long term Contract

IFRS 16 — Lease expense recognition
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\ Alignment with Accounting Standards
&

IFRS vs TAX - New Inclusions

Actual expense — Admissible

IAS 37

Provision under IAS 37- Inadmissible

Actual rental expense — Admissible

IFRS 16

O OO

Depreciation & Interest Expense under
IFRS 16 — Inadmissible

Revaluation gain— Will not be income

IAS 16/40

O A

Realized gain — Will be income
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\Automation & Reduction of Arbitrary Power

(=]
TN

Tribunal

Assessment

Return Filing
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\ Digitised Proceedings
&

New Inclusion

Online Return and Documents Submission

Electronic
Communication of Order, Acknowledgement Tax SYStem

Receipt, Demand Letter, Certificate Through
online

Virtual Attendance or hearing before income
tax authority or Appellate Tribunal

24 Impcict

Fully electronic tax system will
be introduced, and Transparency
will be increased
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\Audit SOP
»

Detail of team and SOP is provided in this section on the timeline and procedure that needs to be followed for
audit. A summary of the timeline is as follows:

Appointment of . . .
Selection for Audit Inquiry Team within 7 NOtl.C eto Assessee Preliminary audit by Conduct audit
Days within 7 days 60 days+60 days

Sharing the report Decision by CT in 7 Audit Curator o .
with assessee by 7 ecision by n recommend to CT Submission of audit by

days days with anomalies in 7 300 days
L days

Draft audit report

. . Sharing letter of :
Notify to submit acceptance of revised Normal and best judgement
revised return return

assessment if no revised
return is submitted
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\ International Best Practice
&»H

GAAR-
Share General : Fiscally
Based Anti- Thin Demerger Transparent
Capitalization 5 P

Payment Avoidance
Rule

Entity




\Share Based Payment 2MAC
z o
p— Share based payment is a part of
—_— Salary Income
Fair Value at Cost of Acquiring 1
I
Vesting Date — the Shares — Salary Income

Unless a rule is introduced how the & l Sale of Share-options will
fair value will be determined for .
unlisted companies? . also be taxable
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S

\ Thin Capitalization
&

Interest payment on loan from related
party allowable up to BDT 15 lac

=

But not applicable in case of the
loan taken from bank and FI

4 Impact

Control on repatriation of funds to
related parties through interest
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\ Thin Capitalization
&

+ o™

. <

Company A | Company B W« .
Q
Loan from Related Party 15,000,000 20,000,000 —
Interest Rate 9% 9%
Interest expense 1,350,000 1,800,000 Rules are yet to be
published on
admissibility of the

Profit Before Tax 500,000 500,000 y

interest over 15 lacs
Add: inadmissible Interest Expense

- 300,000

’ T .;-t:llllll’llll//////////[lh |

Taxable Income 500,000 800,000 ‘ - —
Income Tax Liability @ 27.5% 137,500 220,000

Increased tax liability in Interest 82.500
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\ General Anti-avoldance Rule (GAAR)

&

Knticipated by Commissioner ,

ENY
Misuse |
Obtained Tax benefit by

misusing Tax arrangement

"Actions,

The DCT can take the following actions

Income estimation

Revised Tax demand

Tax refund adjustment

Tax rebate or benefit adjustment

241 pact
Any other means

Assessing officers arbitrary
power might increase w

SAN .




\ Demerger
»H

Shareholder Of Demerged Company holding
more than 75% shares, shall become
shareholder Of Resulting Company

Demerged Company ]
E / \

. IE

4| mpact

What will happen to the
shareholders holding less
than 75% shares??

12
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Tax On Transfer of Capital Assets
“Demerger”

Paa Consideration through other than shares

® Consideration through shares

1. Accumulated
Loss /\/\’\

. . { Newly resulting company
will adjust loss and
2 Unabsorbed I@ Depreciation of ]?emerged
. . Companies
Depreciation \
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\Exemption on Income of SPVs

’ Alternative Investment Fund

Issuer of Mutual Fund

&

Alternative Investment Fund
Mutual Fund

Real Estate Investment Trust -
P4 Impakct)

Broadened investment area Exchange Traded Fund ‘
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\ Simplicity & Transparency

&

Income & Definition &

Plain Introduction of Explanation
Bangla &

xpen .t
. eXpe se§ rules within the has been
.9 included in . ) .
Elimination act including introduced
: each . . .

of excessive mathematical within

proviso sceigaprtaet: formula related
sections

IR IR




\ Plain Bangla
&

P
et @ || | [ saEte
e | e
MEIEEIS 6. ¥ % | |
- feFer %?Z@% | SO IR |
>0
EED AT | [ﬂ¢|9\9¢4w1
god |
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\ No more Redundant Proviso

er the head "Capital

gaizz-sshall be sei off only against any income in respect of speculafi 55 or any income under

the head “Capital gains "'

| | ilding exceeds the written down value thereof.




D

&

Income & Expenses Included In Each Separate

Chapter

Head of Income Chapter No

Income from Salary

Income from Rental Property
Income from Agriculture
Income from Business
Income from Capital Gain
Income from Securities

Income from Other Sources

Chapter 2
Chapter 3
Chapter 4
Chapter 5
Chapter 6
Chapter 7
Chapter 8

| SMAC
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& including Mathematical Formula
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\ Definition & Explanation has been
P introduced within related sections
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\ Simplification for return submission

&

[ Return to be submitted under Universal Self-assessment ]

Return Filing Universal Self-assessment A EXCEPTION

» Any company except for OPC,
Bank, Insurance or Financial
Institute, and

> Person leaving Bangladesh
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\ Simplification for Exemption
&

Two-thirds of the total income or
BDT 450,000 whichever is less

Ailerne s Exemption as | Exemptions as | Taxable
SR per ITO 1984 | per ITA 2023 Income

Basic Salary 1,200,000

HR( lower of 25k /m or 50% of basic) 500,000 300,000

Medical(10% of basic or 120,000) 200,000 120,000 450,000 1,750,000
Conveyance( 30,000) 100,000 30,000

Festival Bonus 200,000 .

Total 2,200,000 450,000 450,000 1,750,000
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\ Mandatory Audit for Firm, AoP and Funds

&

'_é Firm

m Association {Having turnover over 2 Crore ]
of Person

i s Fund

g mpact]

More Compliances with Audited FS
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\Deregistration of e-TIN
&

{ Person leaving J Winding up

Bangladesh

<

e-TIN Deregistration

Closure of
Branch/Liaison office |

[Deceased person

y
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\ Grossing up Mechanism in Payment

&

TDS has to be paid by grossing up the invoice
where the payment is made without TDS

[Calculated amount for deduction:
A = (B x Applicable tax rate) / C,

. Where
If Payment amount exclusive of

tax is 100,000: A = Amount of tax collected
B =Payment amount exclusive of tax
C =100 - Applicable Tax Rate J

A = (100,000 x 30%) / 100% - 30%

= 42,857

g Impact

Enhance tax compliance, increase
tax collection, and promote a fair
and transparent tax system
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\ Transaction by tax exempt entity

&

Non arm length Transaction price by tax exempt entity with an associated price will be added as income of the
associated enterprise on the difference between the transfer price and fair market value

Transaction price with

. — Income from other
tax exempt entity Fair market value —

source

@\®//@ 4 Impacti

\® Unless a rule is introduced, assessing

\ officers arbitrary
/ \ power will increase
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\Addition in Depreciation Allowance

&

Truck , delivery van and J

other Motor vehicle

k*‘\
Non mechanical Van

Battery operated apparatus &
rechargeable batteries /\

g mpacts

Taxpayers can segregate their
assets properly
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\_

Return Filing

Universal
Self
Assessment

J

\ Refund Guidelines
»H

A

Return Process

Processed
by DCT

Refund by

Electronic

transfer 60
days

\_ J
g Impact

Refund Failed

Assessee can
claim refund if
the authority
fails

I

\_ J

Refund process will be

easier
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Withholding Tax
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\Withholding Identification Number

Zg | mpact

Will be difficult to maintain
§> TIN & WIN.

Withholding entities need to
collect a separate number

§> Only TIN preferred
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) TDS on Intercompany Loan Interest

Is it not permitting
banking business for
non-bankers

Pgmpacts

Increased tax liabilities for
borrowers




Taxation on the Rise: Exploring the Increased ” SMAC

) TD S Rates SERVICES LTD.
Payment for Payment for
WPPF Surveyors’ fees

i =
N N
] Impactls

‘ Increased tax

charge
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)TDS on Bangladesh Bank Bill

Super-
Annuation
Fund

Interest Provident
Income of Fund

bgmpacts

Base income of the funds’

: beneficiary will be atfected
Pension

Fund




Adverse Impact/Challenges
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&

Minimum Tax on Gross

Product Name

Receipt as per ITO, 1984
Cigarettes 1%
0.60%

Carbonated Beverages

Increase for Beverage Industries

Need to make I . Reduced

FDI

17% Profit to
bear tax

e

\Excessive Minimum Tax on Gross receipt
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Minimum Tax on Gross
Receipt as per ITA, 2023

3%
5%

Zg|mpact

Tax Burden further increased
for Tobacco & Carbonated
Beverage Industry.

Lower
Production



\Restrictions on Setting-off Losses

Business Loss Set-off
against only business
income

N
2g Impact

Increasing tax burden of loss
making companies
ie: loss-making companies will
still have to pay taxes on interest

income, dividend income, etc

Income from business (500,000)
Other Income 700,000
Taxable Income 200,000
Net Tax Payable @ 27.5% 55,000
Additional tax payment in current

Year

Carry forward business loss

| SMAC
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lv ITO 1984 |ITA 2023

(500,000)
700,000
700,000
192,500

137,500

(500,000)



\ LFA for Exemption
&

When Monthly Gross is When Monthly Gross is
BDT 82,500 BDT 162,500

SMAC
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Salary Components Amount Amount

Basic salary: 600,000 1,200,000
House rent allowance: 300,000 600,000
Conveyance allowance: 30,000 30,000
Medical allowance 60,000 120,000
LFA 60,000 120,000
Festival Bonus 82,500 162,500
Total 1,132,500 2,232,500
| ITO19%4  ITA2023 | ITO1984  ITA2023 |
House rent allowance: 300,000 300,000

Conveyance allowance: 30,000 30,000

Medical allowance 60,000 450,000 120,000 450,000
LFA 60,000 120,000

Exemption 450,000 450,000 570,000 450,000
Taxable Income 682,500 682,500 1,662,500 1,782,500

d|lmpact

Tax Burden will increase for Higher Salaried

Employees who are entitled to LFA



SMAC

ADVISORY
SERVICES LTD.

\ Rental Income

Yearly rental income (25,000 x 12) 300,000 300,000

Vacancy Allowance
will be adjusted with
rental income

Vacancy allowance (25,000 x 2) 0 (50,000)
Net rental income 300,000 250,000

Less: Admissible allowances

Repair & Maintenance @ 25% (75,000) (62,500) >> M@

Vacancy allowance (50,000) 0
‘ Will increase the

Taxable Rental Income 175,000 187,500 .
taxable income
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\Incentive Bonus as Perquisite

&

-

\ Net Income Before Tax 1,000,000 1,000,000
Incentive Inadmissible Income 100,000 100,000
regarded as / Incentive Bonus 50,000 50,000

A Net Taxable Income 1,100,000 1,150,000
Perquisite Tax rate 27.50% 27.50%
o Tax Payable 302,500 316,250
‘d ’ Effective Tax Rate 30.25% 31.63%

@ o e e vl 2ve Taous M Impact

QPP @IE e sfFeay 1 gk, v@ fAafde

ST 22 TGS 220 A, TU— Company will have to

(®) T @O, [P ([OF, GET @O, TR S, bear more tax burden
St ST, 36 F9ME @ @S5I, due to inclusion




P Distributor

Cascading TDS Impact for Importer and

. Removed adjustment of TDS paid at

distribution stage

A manufacturing company sells its products to the distributors at Tk. 95,
MRP of which is Tk. 100. The distributors then resell the products to the
retailer at Tk. 98.

ITO 1984 ITA 2023

A (TDS u/s 53E) 0.24 (95 x 5% x 5%) 0.24 (95 x 5% x 5%)
B (TDS u/s 52) 0.33 (95 x 7% x 5%) 6.65 (95 x 7%)
B-A 0.09 (0.33 - 0.24) N/A

Total Tax 0.33 6.89

| SMAC
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g Impact

Disadvantage for
importer and
distributors.
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\Final Tax to Minimum Tax
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TDS on Compensation Against Acquisition of Property 6% or 3%

TDS on Interest on Saving Instruments
TDS on Export Cash Subsidy

TDS on Interest on saving deposit
TDS on Transfer of Property

TDS on Real estate developer to land owner

10%
10%
10% or 5%
4%

15%

Final Tax

6% or 3%
10%
15%

10% or 5%,
10%

15%

Minimum Tax
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\TDS on Land Sale is No more Final Tax
»

Example:-
Let’s assume an Individual had bought a land for Tk. 1,000,000. And subsequently
he sold the land at Tk. 80,000,000, giving a rise in Capital Gain of Tk. 79,000,000.

TDS 3,240,000 1,000,000
Capital Gain Tax 3,240,000 11,850,000

Ultimate Tax Liability 3,240,000 : 1,850,000 265%

Tax Burden

increased

. Minimum Tax @ 8%
I . But Capital gain tax of 15% |

Final Tax @ 4%
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\Assessment beyond 6 years

&

If an assessee conceals any assets acquired before 6 years,
the assessing officer will deem the asset to be acquired in

the Past 6th year and will deem income accordingly
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\Authentic English Version

&

Absence of English version will create
ambiguity in understanding the law

[Foreign Investors \ / [ Consultants

Impacted User
Foreign CompaniesJ j \ [ Tax Officials
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\Rules for Application of the Act

&

Payment will get stuck |,
g%g in the absence of TDS
- rates

Certain provision will
create ambiguity in the
absence of rules and
guidelines

___--"Several Sections still requires
- proper rules for using the act

propetly
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\Mapping of the Section
&

NO "-'& ==

Mapping & Indexin

Mapping and indexing must
‘ be introduced

- G-/

24 1M pact

The user will face
difficulties in locating
the laws




Penalties & Fines 1ncreased
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\ Penalties & Fines increased
»

Tk. 25,000 +
Tk. 500 per day for

continuing default

Penalty for failure to file return,
etc.-

Tk. 50,000 +
Tk. 500 per day for continuing default

Penalty for not maintaining
accounts in the prescribed Tk. 100 Tk. 5,000

manner.-

Imprisonment for 1 yr. with/without fine

Penalty for non-consequence of Imprisonment for 1 yr. is non-deposited TDS exceeds Tk. 25000
certain obligations with/without fine. and for continued non-compliance Tk.
100-500 per day fine will be applicable.

Imprisonment for 3 yrs. At

least 3 months with/without
fine.

Punishment for false statement
in [verifications, etc.]

Imprisonment for 5 yrs. At least 6 months
with/without fine.
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\ Penalties & Fines increased
&»

Imprisonment for 5 yrs. At least 6 months
with/without fine for providing false

Imprisonment for 3 yrs. At  information.

least 3 months with/without

fine. Imprisonment for 5 yrs. At least 6 months
with/without fine for providing false
certification.

Punishment for providing false
information, etc.

Punishment for instigation tax Imprisonment for 2 yrs. At least 6 months
) None . . .
evasion with/without fine.

: . Imprisonment for 3 yrs. At .
Punishment for furnishing fake least 3 months with/without Imprisonment for 5 yrs. At least 6 months

audit report.- : with/without fine.
fine.

Punishment for improper use of Imprisonment for maximum
Tax-payer's Identification 3 yr. with/without fine up to
Number Tk. 25,000

Imprisonment for maximum 1 yr.
with/without Tk. 1 lac fine.
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\ Penalties & Fines increased
&»

For filing the amended
return

2% interest rate 5% interest rate on the shortfall

Delay Interest for not filing e 4% interest rate up to 24 months
2% interest rate up to 12 . :

return on or before the Tax In case of a fractional day, entire
months : :

Day month will be considered.

& A [




Others
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\ Proof of Return Submission while Payment

onf1dent1a11ty, acknowledgemen
500/0 form should be changed

A To ensure no breaches of /
t

Higher TDS
V| mpakct
ITO 1984 ITA 2023
Increasing burden on As per old law for Now applicable for all
withholding entity! Sections: TDS sections
52,52AA, 53F




&

Recognized Funds

Exclusion

x Bangladesh Bank
x Local Govt.

Return

Inclusion .
Submission

0 Private Recognized Provident Fund
0 Private Approved Gratuity Fund
0 Private Approved Superannuation Fund

PROVIDENT FUND

Return Submission for Non-government

SMAC
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g mpact

Private RPF, GF, ASF will
have to submit tax return
which is discriminatory as
public funds are exempts
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\Provident Fund Taxable Entity

PROVIDENT FUND
&~ Y mpact
Net Income of individuals
Now Taxable will substantially reduced.
Income 10,000,000 10,000,000
TDS (say 10%) 1,000,000 1,000,000
Tax Liability @27.5% 1,000,000 2,750,000
Extra Tax Burden - 1,750,000

Net Income for

distribution 9,000,000 7,250,000



\Withdrawal of Exemption
&

Exempted Up to :
Income from WPPF 50,000 Omitted
Income From Mutual Fund By :
\n Individual Exempted Up to 25,000 Omitted
Income From Dividend By An ,
Individual Exempted Up to 50,000 Omitted

24 mpact

Increased tax
burden to the
assessee

SMAC
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- - o

Fair value determined by
professional valuer in pre-
‘ transfer valuation report }

Pd | m p act

Transfer registration
requires payment of tax with
application
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\ Startup Sandbox
&

Startup Business
&

ubsidiary of
Cannetbeas S olding

another compan
50% or MOTe shares

4 Impakct

Now Big Cap companies
can avail the benefit by
acquiring startups
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\ Changes in Investment Tax Rebate

&

ITO 1984

Allowable rebate on
taxable income

3%

Maximum amount of
tax rebate

1,500,000

ITA 2023

Allowable rebate on
taxable income

3%

Maximum amount of
tax rebate

1,000,000

SMAC

ADVISORY
SERVICES LTD.

» High income people will get
less rebate!

» No impact if monthly income
is less than BDT 2,800,000
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Investment Rebate on certain Securities

Saving Certificate Full Deleted

Unit Certificate, Mutual

Unit Certificate, Mutual Full Fund, ETF Joint Up to 500,000

Fund Investment Scheme
Government Securities Full Government Securities Up to 500,000
DPS Up to 60,000 DPS Up to 120,000

g mpact

v Encouraged investment in DPS

Definition of Government
Security is not clear in ITA
although BSP is a part of Govt.
securities as per BB
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\ About SMAC Advisory

&
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TAX Py

ra ik

Consultancy | Strategy & Tax & VAT
Transactions |
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\ About SMAC Advisory
&

*
x — 4
* — * ®
| ¢ X ¥ x R
3 = 3 v
Consultancy .+ Strategy & Transactions : Tax & VAT
Operational Due Diligence | i Financial Due Diligence i i Tax Due Diligence
Treasury & Cash Management i i : : | i
Optimization B WellEs it Sy ! Tax Advisory Services
Business Process Optimization : i Feasibilitv Stud | |
e n | VAT Due Diligence
SelF Devellmpinet ' 1 Corporate Financial Assistance | | i
Inventory Control o (Loan Processing) ! VAT Advisory
Risk Assessments & Resolutions [RdH BIDA related services i Transfer Pricing
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\ Disclaimer!
»

No part of this presentation may be reproduced, stored in a
retrieval system or transmitted in any form by any means-
electronic, mechanical, photocopying, recording or
otherwise- without prior permission from the presenter.

This presentation is intended to provide information but is
not a substitute of legal or accounting advice.



\Directors’ Contact Details
»

Snehasish Barua,
FCA (ICAB), ACA (ICAEW)

Director

snehasish@smac-bd.com

Zareen Mahmud
Hosein, rca
Director

mahmud@smac-bd.com

SMAC Advisory Services Limited
House No: 46 (3* Floor), Suraia Tower, Progati Sarani Rd, Baridhara J Block, Dhaka-1212

SMAC

ADVISORY
SERVICES LTD.

Sukanta
Bhattacharjee, Fca

Director

sukanta@smac-bd.com
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