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Personal

/@ Tax

=]

Basic tax rates and surcharge Tax administrative reforms

¢ No change in the basic income-tax rates or tax exemption ¢ The following were mentioned in the Budget Speech but not in
thresholds. the Finance Bill:

e Threshold for applicability of surcharge enhanced from BDT - Incentive at the rate of 2% on money remitted by an
22.5m to BDT 30m. expatriate Bangladeshi is expected to be provided.

e Surcharge for individual taxpayers having net wealth of BDT - Introduction of Universal Pension Scheme for everyone,
500m or above to be higher of “0.1% of net wealth” or “30% of including employees in formal and informal sectors of the
income-tax payable”. economy is expected.

- All pensioners are expected to be brought under the EFT

Modification and rationalisation system.

a - All government employees are expected to be brought

e Definition of perquisite to include leave fare assistance. under the integrated insurance system.

e Exemption and allowance rationalised to a simplified method
as follows:

Total income Credit from the amount of tax
payable
Total income not exceeding 15% of the eligible amount

BDT 1.5m

Total income exceeding BDT 10% of the eligible amount
1.5m

Widening of tax base/ scope

Relief on account of purchase of computer/ laptop to be
withdrawn while computing eligible amount for investment tax
credit.

Incentives/ exemptions

e Exemption threshold on dividend income received by an
individual from a company listed in a stock exchange in
Bangladesh to be increased from BDT 25,000 to BDT 50,000.

e Threshold of latest assessed income to be increased from BDT
0.4m to BDT 0.6m for the applicability of advance tax.

e Full incentive bonus to be excluded from the definition of
perquisite.
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Corporate Income-tax

and Others

Basic tax rates and su rcharge e The expression process in the definition of royalty has been
o clarified to include transmission by satellite, cable, optical
¢ No change in the basic income-tax rates. fibre, or any other similar technology whether or not such

e Minimum tax rate on turnover to be raised from 0.75% to 2% process is secret.

for mobile phone operators. e Loan considered earlier as deemed income should be allowed

o Additional tax introduced with effect from 1 July 2019 at 5% as a deduction If repald by way of goods or services.

on medical service providers upon failure to ensure special ¢ Tax required to be withheld at source from rental value of
accessibility facilities for persons with disability. School, vacant land or plant or machinery, on the whole amount, to be
college, university and specified NGOs to be included in this made at the time of payment.

clause with effect from 1 July 2020. e Tax required to be withheld at source for services from

convention hall, conference centre, etc. to be made on the

L . . . . whole amount at the time of payment.
Modification and rationalisation pay

e Tax required to be withheld at source at 20% on payment to Widening of tax base/ scope
non-resident surveyors of general insurance companies. a

« Definition of perquisite to include leave fare assistance. ¢ The definition of royalty is widened to include any right,
property or information irrespective of whether:

e Tax rate of 20% to be levied on income from winnings of
lottery, card games, etc. - The possession or control is with the payer;

- Is used directly by the payer;

Simplification/ clarification - Located in Bangladesh.

2 e Additional tax to be levied at the rate of 15% on the value of

o Alocal authority and every other artificial juridical person have stock dividend (interim or otherwise) declared by a resident
been included in the definition of resident. company listed on any stock exchange in Bangladesh. Such

additional tax will be required to be paid within 60 days from

e Residency definition rationalised for HUF, firm, association of
the date of declaration.

persons, trust, fund, to cover taxpayers wholly managed in
Bangladesh.

. —
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Additional tax to be levied if the total of retained earnings,

any reserve or any other equity, called by whatever name,
except paid up capital, exceeds 50% of the paid up capital of a
resident company listed in any stock exchange in Bangladesh
at the rate of 15% on such excess.

TIN of both seller and purchaser to be mentioned on any
document, the deed value of which exceeds BDT 0.1m and
is required to be registered for transfer of land, building or
apartment:

- situated within a city corporation;

- cantonment board; or

- apaurashava of a district headquarters.
Requirement to obtain TIN to be extended to:

- Selling of land, building or apartment situated within a city
corporation or a paurashava of a district headquarter or
cantonment board.

- Obtaining or maintaining a connection of electricity for
any use in a city corporation, paurashava or a cantonment
board.

- The payer for releasing overseas grants to a non-
government organisation registered with the NGO Affairs
Bureau or to micro-credit organisation having a licence from
the Micro-Credit Regulatory Authority.

Tax required to be withheld at source on advisory or
consultancy service fee and on payment by real estate
developer to land owner to be considered as minimum tax.

Tax required to be withheld at source on import of raw
materials for own consumption by Industrial Undertaking
engaged in producing cement, iron or iron products to be
considered as minimum tax.

Withdrawal of waiver from withholding tax at source
available to supplier of goods on purchase of direct materials
constituting cost of sales or goods sold by a trading or
manufacturing company.

Withholding tax obligation in case of payment to resident to be
extended to:

- Courier services;

- Packaging and shifting service;

- Wheeling charges for electricity transmission.

The rate at which the tax is required to be withheld at source

is increased for interest on saving instrument from 5% to 10%,
export of cash subsidy from 3% to 10%.

Amount of tax collection at source increased for renewal of
trade license.

Tax required to be withheld at source from house property
extended to rent from hotel accommodation.

Micro-credit organisation having license from the Micro-
Credit Regulatory Authority and association of persons are
now required to withhold tax at source, being included in the
definition of “Specified Person.”

Inadmissible expenses mentioned under section 30 to be
taxed separately at the regular tax rate.

e Exemption from capital gains on reinvestment in specified
assets restricted to acquisition of new capital asset being
“plant, machinery, equipment, motor vehicle, furniture, fixture
and computer.”

e Advance rent to be considered as income from house property
subject to conditions.

e Purchase of stocks and shares at a price less than the FMV to
be considered as deemed income under “income from other
sources” in the hands of the purchaser to the extent the FMV
exceeds the price of the share.

e Advance or deposit of any kind received otherwise than by a
bank transfer to be considered as income from other sources.

e Payment for assets without tax being withheld at source to be
considered as income from other sources.

Incentives/ exemptions

e Exemptions mentioned in part A of the sixth schedule can
now be claimed through revised return, except for specified
business such as software development, IT-related
services, etc.

e Reduction of condition for waiver from audit under universal
self-assessment for financial institutions.

e Relief from multi-tier taxation on dividend income extended
to non-resident companies, subject to fulfilment of prescribed
conditions.

e Tax required to be withheld at source in case of media buying
agency service reduced in certain cases.

e Rate of tax required to be withheld at source on payment to
resident surveyors of general insurance company reduced
from 15% to 10%.

e Threshold of latest assessed income increased from BDT 0.4m
to BDT 0.6m for the applicability of advance tax.

e Tax required to be withheld at source on payment to non-
residents for survey of coal exploration brought under a tax
rate of 5.25%.

e Relaxation in the computation mechanism of minimum tax on
the transfer of property.

e Relaxation of tax required to be withheld at source from supply
of goods, wherein taxes have already been withheld in case of
distribution of such goods.

e Relaxation in rate of maximum tax required to be withheld at
source on the bill of contractors and suppliers reduced from
7% to 5% (as mentioned in the Budget Speech, though not
mentioned in the Finance Bill).

e Sunset clause for exemption to industrial undertaking
extended from June 2019 to June 2024, with the inclusion
of additional sectors such as agricultural machineries, toy
manufacturing, mobile phones, etc.

e Sunset clause for exemption to physical infrastructure facility
extended from June 2019 to June 2024, with the inclusion
of additional sector of mobile phone tower or tower sharing
infrastructure.
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e Sunset clause for exemption from export of handicrafts, Assessment proceedings and Iitigation
income derived from Cinema hall or Cineplex and by an =
Industrial Undertaking engaged in production of rice bran Assessment done without jurisdiction shall be void ab initio; however,
oil extended from June 2019 to June 2024. the officer with valid jurisdiction within the limitation period will

e Limit of annual turnover for SMEs to claim tax exemption conduct a fresh assessment.

extended from BDT 3.6m to BDT 5m.

o A 5% rebate on the tax liability for any business enterprise
that has 10% of its total workforce comprising of those
considered physically challenged.

e Full incentive bonus to be excluded from the definition of
perquisite.

e Conditions for mandatory deposit by charitable trust/
institution in Government Bank now extended to any
Scheduled Bank to maintain exemption status.

Tax administrative reforms
and Complainces

e Source of investment in the purchase of land would be
deemed to have been explained if tax has been paid at the
rates prescribed on the amount of investment.

e No question as to the source of any investment in any
economic zone or high-tech park within the period of 1 July
2019 to 30 June 2024, if tax at the rate of 10% on the fund
so invested is paid before the filing of return of income.

e License to manufacture bricks shall not be issued or
renewed unless the Tax Clearance Certificate and tax
deposit receipt are produced.

e Time limit for re-opening of assessment increased from five
to six years from the end of the relevant assessment year in
certain cases.

e Responsibility to be entrusted on authority or person
effecting transfer of shares to not give effect to such
transfer if the tax on resultant capital gains has not been
paid.

e Timeline prescribed for NBR to issue NIL/ lower withholding
certificate within 30 days of receipt of application along with
all documents.

e [t has been explicitly stated that a non-resident entity
having PE in Bangladesh shall be required to file an income-
tax return.

¢ A micro-credit organisation having a licence from the
Micro-Credit Regulatory Authority shall be required to file
an income-tax return.

e The following taxpayers have been included in the list of
persons who are required to file withholding tax return:

- Micro-credit organisation having a licence from the
Micro-Credit Regulatory Authority;

- Private university;

- Private hospital;

- Clinic;

- Diagnostic centre; and

- Firm or an association of persons.
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Transfer
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Modification and rationalisation

Widening of tax base/ scope

o Presently, transaction(s) between a taxpayer and “such other
person” (a third party) is considered to be an international
transaction(s) subject to transfer pricing regulation, if
there exists a prior agreement in relation to the relevant
transaction(s) between “such other person” and the AE, or
the terms of the relevant transaction(s) are determined in
substance between “such other person” and the AE.

However, the existing provisions do not specify whether “such
other person” should be a resident or a non-resident. It is
proposed that the provision shall be applicable irrespective of
whether “such other person” is a resident or non-resident.

e Currently, there is no mechanism to compute ALP/ range. The
following mechanism is proposed:
- Range concept:
a) A minimum of six comparable data-set entries would be
required;
b) The arm’s length range proposed as the data points

between the fortieth and sixtieth percentile (range) of the
data-set (as stated above);

c) If the transfer price falls outside the prescribed range,
the adjustment shall be made with reference to the
median of the data-set;

d) Applicable only in cases where the most appropriate
method applied is either the CUP method or TNMM or
resale price method or cost-plus method.

- Arithmetic mean concept:

a) For cases where the number of comparable data-set
entries is less than six, the ALP shall be the arithmetical
mean of all the values included in the data-set.

It is proposed that a taxpayer enjoying any tax exemption or low
corporate tax rate on its taxable income, will now be subject to
tax at the regular rate on income arising from a TP adjustment.

Tax administrative reforms

The Finance Minister, in his Budget Speech, proposed to
amend the return of income to include a section that would
require taxpayers to declare whether they have any international
transaction(s) and furnish details of such transaction(s), if any.
Although, there is no mention of this in the corresponding
Finance Bill, 2019 we may expect the introduction of this change
subsequently in the form of rules.
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Introduction of the Value Added Tax & Supplementary Duty Act, 2012

e The VAT & SD Act, 2012 and Rules thereof have been made effective from 1 July 2019.

e All Rules, Orders, SRO and Notices issued under the erstwhile VAT Act, 1991 and Rules thereof stand rescinded with effect
from 1 July 2019.

Multi-tier VAT rates under the VAT & SD Act, 2012

o Exempted goods and services are listed in the First Schedule to the VAT & SD Act, 2012.
e Goods on which SD is leviable are listed in the Second Schedule to the VAT & SD Act, 2012.

e Reduced VAT rates at 5%, 7.5% and 10% have also been introduced on the supply of specific goods and services covered under
Third Schedule to the VAT & SD Act, 2012.

e The VAT rate on the local supply of medicines and petroleum products has been fixed at 2.4% and 2%, respectively.

e The VAT rate for the development of land has been fixed at 3% and construction of building has been fixed in the range of 2% to
4.5%, depending on the building size.

o All other goods and services would attract at the standard VAT rate of 15%.

e Local traders including commercial importers would be liable to pay VAT at 5% on all goods supplied in Bangladesh irrespective of
the rates prescribed in the Third Schedule.

o Tariff-based valuation continues for newsprint, bricks, M.S. Product and SIM cards.
e Packaged VAT system has been abolished.

Threshold limit for registration under VAT & SD Act, 2012

e Suppliers with turnover up to BDT 5m are now exempt.

e Suppliers with turnover from BDT 5m to 30m are liable for enlistment to pay turnover tax at the rate of 4%. However, such suppliers
may opt for voluntary VAT registration.

e Suppliers with turnover beyond BDT 30m are liable to obtain VAT registration and pay applicable VAT.
o VAT registration is mandatory for importers, exporters, all withholding entities and suppliers dealing with goods subject to SD.
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Increase in MRP of cigarettes

Present price fixed by Proposed price fixed by SD rate
government government (in%)
(in BDT) (in BDT)
35 and above 37 and above 55
48 and above 63 and above 65
75 and above 93 and above 65
105 and above 123 and above 65 =
Key impact on domestic industry
e Small and medium sector enterprises with a turnover of up to e To protect domestic industry, customs duty on milk powder,

BDT 5m will enjoy full exemption from payment of VAT. raw sugar and refined sugar has been increased.

e Small and medium sector enterprises with a turnover from BDT e Export duty on rice bran increased from 10% to 25% to
5m to BDT 30m has been given opportunity to pay Turnover discourage exports.

tax at 4% on its turnover. ¢ Import of smartphones will be costlier due to increase in
e Customs duty on the import of raw materials of cancer customs duty from 10% to 25%.

medicine reduced from 5%/ 10% to NIL. e Customs duty on milk and cream in powder, granule used in
e Regulatory duty on industrial gases reduced from 20% to 10%. milk products manufacturing industry increased from 5% to

e Customs duty on imported components/ inputs of lifts, 10%.
refrigerators, compressors, air conditioners, electric motors e Customs duty on import of dry mix ingredients of food
reduced to 1%/ 5% to boost domestic manufacturing. preparation imported in bulk by the food processing industry

¢ Regulatory duty and SD on import of inputs for footwear increased from 10% to 15%.

industry are exempted. e Customs duty on import of plastic laminated collapsible tube
o Customs duty on import of air filter and brakes used in the by the plastic tube manufacturing industry increased from 15%

manufacture/ assemble of motor vehicles reduced from 25% to 25%.

to 15%. e Regulatory duty on import of inputs used by the resin
manufacturing industry in economic zone and optical fibre
cable increased from NIL to 3% and 5%, respectively.

e Service sectors are now allowed to import fire-fighting
equipment at reduced rate of import duties. Further, customs
duty on components/ parts of fire-fighting equipment reduced e VAT rate on the supply of the following services are increased:
from 25%/ 10% to 5%.

e VAT exemption to domestic manufacturers of refrigerators,
freezers, air-conditioners, two wheelers and mobile phone
manufacturers extended.

- Supply of entertainment programmes, serials, drama,
telefilms etc. to be broadcasted in electronic and online
media

- Social media and virtual business

e VAT and SD on import of spares used in local manufacture of
motor car/ motor vehicle is exempted, to boost the local motor
car industry.

- Mobile call charge

- Credit rating agency

e VAT rate on supply of following services are reduced: - Construction service

- Security service - Rental of chartered aircrafts and helicopters
- Repair and maintenance

- Cleaning service

- Entry fee at amusement park/ theme park

- Rent of a business showroom run by woman entrepreneurs

- Membership fees of social clubs
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Simplification measures

Centralised registration introduced for the supply of similar
types of goods and services from different places of business
upon maintaining centralised books of accounts at the
principal place of business. However, separate registration

to be obtained for the supply of different types of goods and
services from different places of business.

In case of centralised registration, the movement of goods and
provision of services from one business unit to another will not
be treated as taxable supply.

Online payment of VAT and filing of returns introduced.
Taxpayers can also file revised and belated returns.

Price declaration abolished.

VAT payable only on transaction value, irrespective of cost
price.

No requirement to maintain the Account Current Register.

Business now can pay the VAT payable for a month at the end
of that month.

Ease of doing business

Cross utilisation of ITC amongst different units of the same
company with Centralised registration is permissible, resulting
in improved cash flow.

For availing of ITC, it is not necessary to bring the goods in the
place of business. ITC now can be taken even if the goods are
directly sent to the contract manufacturer/ distributors from the
place of the supplier/ port.

Online registration, payment of VAT and filing of return are
being introduced to facilitate smooth tax compliance.

High sea sale shall be zero rated.

VDS from payment made to the supplier can now be paid
through excess ITC if available resulting in positive cash flow.

Transitional provision

. Registration

Persons registered under the VAT Act, 1991, must take nine-
digit BIN, if not already taken under the VAT & SD Act, 2012.

Persons with turnover from BDT 5m to BDT 30m and
registered under the VAT Act, 1991 would now be required to
obtain Turnover tax registration under the VAT & SD Act, 2012.

. ITC and current account

The closing balance of accumulated ITC as on 30 June 2019
is allowed to be adjusted, subject to the Commissioner’s
approval, against monthly output VAT liability under the VAT
& SD Act, 2012 to the extent of maximum 10% of net tax
payable.

Manufacturers liable to pay VAT at 15% under the VAT & SD
Act, 2012 on goods that were earlier taxed at tariff value would
be allowed to claim ITC only on inputs lying in stock as on the
date of transition. No ITC would be allowed on inputs used in
WIP and finished goods lying in stock.

. Manufacturers must file input output co-efficient declaration on

finished goods lying in stock as on 30 June 2019.

. VDS certificate issued in “Form Mushak 12 kha” under the erst-

while law (VAT Act, 1991), allowed to be adjusted under the new
VAT law (VAT and SD Act, 2012) in the month of issuance of
such certificate. Further, “Form Mushak 12 kha” is also allowed
to be issued for transactions before 1 July 2019.

. Goods supplied at uniform selling price under the VAT Act, 1991

will not be taxed further under the VAT & SD Act, 2012 subject
to the fulfilment of specific conditions.

. Pre-deposit of VAT paid for appeal filed prior to 1 July 2019 will

be allowed to adjust in the VAT return to be filed under the VAT &
SD Act, 2012 upon final disposal of appeal.
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Compliance

e For continuous supply of goods such as electricity, gas, water

etc., VAT is to be deposited within 60 days from the date of

issuance of invoice.

o All taxpayers are required to upload online information of

purchase and sale of every transaction valued more than BDT

0.2m.

o A new declaration “Form Mushak 4.3” has been introduced to

a

declare input-output co-efficient by the manufacturers 15 days

before the date of first supply.

e The following statutory records are to be maintained in the

prescribed format:

Form No. Type of records

Mushak 6.1 Purchase register

To be maintained by

All registered persons

Mushak 6.2 Sales register

All registered persons
other than trader

Mushak 6.2.1 Purchase and sales
accounts

Trader

Mushak 6.5 Stock transfer challan
form from one unit to
another unit

Entity with centralised
registration

Mushak 6.10 Information related
to purchase and sale
more than BDT 0.2m

All registered persons

Mushak 9.1 Monthly VAT return

All registered persons

Input tax credit

a

e No ITC would be available where output VAT rate is below 15%

resulting in increased cost of supply.

e [TC is now allowed on the procurement of construction service,
repair and maintenance service and procurement of goods

such as furniture, air conditioners, generators, stationery etc.

e Inputs not declared in “Input output co-efficient declaration

form” would not be eligible for ITC.

e |TC on inputs directly sent to the contract manufacturers/
distributers from the place of the suppliers/ port of import is

now available.

Incentive/ exemption granted on specified
goods and services and refunds

e VAT exemption continues for supply of the following services

to investors in high-tech parks:

- Procurement provider (other than petroleum products)

- Electricity distributor

e Local supply of the following goods and services to Ruppur
Nuclear Power plant continue to be exempted from payment

of VAT:
- Natural gas

- Construction services

- Repair and maintenance services
- Consultancy and supervisory firms
- Transport contactors

- Engineering firms

- Human resource suppliers

- Port

- Freight forwarders

- Electricity distribution

- WASA

- Procurement providers (other than petroleum products)
- Other services as may be notified

e The following services provided to investor organisations of
private-public partnership project suppliers continue to be
exempted from payment of VAT:

- Construction services

- Consultancy and supervisory

- Procurement providers (other than petroleum products)
- Legal advisory

e Suppliers can make decreasing adjustment for outstanding
amounts of more than 12 months and written off as bad debt.

e Cap of 80% of ITC on gas, insurance, audit and accounting,
banking services, etc., abolished and full credit is now
available.

e Refund of ITC in excess of BDT 50,000 can be claimed after six
months of carry forward, and the return will be treated as the
application of refund,

VAT deducted at source

e “VAT withholding entity” includes limited Company and any
other entity having turnover of more than BDT 10m.

VDS is to be deducted by the VAT withholding entity only when
goods and services are received from a VAT registered non-
VAT withholding entity valued more than BDT 10,000.

e When goods or services are supplied at 15%, one-third of such
VAT is to be deducted as VDS by the recipient and when goods
or services are supplied at VAT rate other than 15%, the entire
VAT has to be deducted as VDS.

e When a VAT unregistered person imports services into
Bangladesh and such services are not covered under section
17 of the VAT & SD Act, 2012, the Authorised Dealer Bank
would be required to deduct applicable VAT before remittance.
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Supply of specified goods and service
by the NR

e The following supplies are considered as supply made in
Bangladesh:

- Supply made by a NR carrying on an economic activity from
or through a fixed place of business.

- Supply related to goods transferred, conferred, installed or
assembled in Bangladesh.

e The following services provided to a VAT unregistered person
is also considered as supply made in Bangladesh:

- Services physically provided in Bangladesh by the NR
staying in Bangladesh at the time of supply.

- Electronic services delivered to a person located in
Bangladesh at the time of supply.

e When a NR is providing service not from a fixed place of
business in Bangladesh, it shall be required to appoint an
individual VAT agent.

e Therefore, online services/ electronic services inter alia
provided by the NR to a VAT unregistered person would be
considered as supply made in Bangladesh. Therefore the NR
would be required to appoint a VAT agent to discharge the VAT
compliance.

Other significant amendments

e Supply of goods and services without any consideration shall
be valued at fair market price on which VAT would be payable.

e Limitation of time for initiation of audit proceeding for 100%
export unit has been restricted to three years from the last day
of the financial period.

Concept of fair market price introduced for domestic
transactions/ import of services between related entities.

Bar on utilisation of unutilised ITC available on the date of
transition when any disputes/ demands are pending, until the
disputes are resolved in favour of the taxpayer.

Advance Trade VAT @5% on the value of import plus 33.33%
has been abolished. Instead, Advance Tax @5% on the value
of import will now be levied.

VAT will be levied on provision of service or supply of
immovable property by employer to employee. ITC claimed on
supply of goods free of cost by employer to employee to be
reversed.

Service provided by the promoter director of a company is
considered an “economic activity” and VAT is payable on the
remuneration received by such director.

Tolerating an act or situation, agreement to perform an act
or refraining from performing an act is considered as “supply
of service,” and therefore, VAT is payable on such supply of
service.

The new law shall be on-line based and therefore, it will be
mandatory for the shop owners and specified business entities
to keep records of VAT Challan/ Invoice at the time of the sale/
supply through Electronic Fiscal Device (EFD) and Sales Data
Controller (SDC) or Point of Sales (POS) software.

For warranty services, consideration received by an ASC from
a NR warrantor for supply of goods and services will be treated
as zero-rated supply, subject to following conditions:

- Goods or services supplied to customers under an
agreement with NR warrantor; and

- Goods or services supplied to customers without any
consideration.
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Glossary

Advance Trade VAT (ATV)

Arm’s length price (ALP)

Associated Enterprises (AEs)

Authorised Service Centre (ASC)
Business Identification Number (BIN)
Comparable Uncontrolled Price (CUP)
Fair market value (FMV)

Hindu Undivided Family (HUF)

Input Tax Credit (ITC)

Micro Small and Medium Enterprises (MSME)
National Board of Revenue (NBR)
Non-resident (NR)

Permanent establishment (PE)

Small and Medium Enterprises (SMEs)
Statutory regulatory orders (SRO)
Supplementary duty (SD)

Tax Identification Number (TIN)
Transactional Net Margin Method (TNMM)
Transfer Pricing (TP)

Value Added Tax & Supplementary Duty Act, 2012 (VAT & SD Act)
VAT deducted at source (VDS)

Work-in-progress (WIP)
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Notes
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