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Taxpayer has incorrectly calculated Specific Loan Loss provision (SLP) allowable
during the year by removing previously allowed provisions relating to Bad &
Irrecoverable Debts written-off, and the Bank Profit Tax (BnPT) Regulation does not

allow such adjustment.

A deduction on account of a specific provision for loan losses shall not exceed 5 percent
of the loans and advances outstanding at the end of the year of assessment less the total
amount of all deductions previously allowed on this account and which have not been

deemed to be trading receipts under sub-clause (6).
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If in a year of assessment, any amount of specific provision for loan losses is written
back, that amount shall be treated as having been allowed as deduction and shall be
deemed to be a trading receipt of the bank for that year of assessment.

MIRA has adjusted Specific Loan Provision calculation to rectify this error as shown

in Annexure 1.
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“The profits of a bank shall be liable to tax on accrual basis. An amount included
in the profits on accrual basis shall not be included again when it is received. The

computation of taxable profit from the year of assessment, 1998 and thereafter

shall be in accordance with sub-clause (1) to (15) below. A statement of taxable

profit shall be prepared for this purpose by a bank containing, inter alia, the
adjustments required to be made to the profit as shown in the profit and loss
account.”
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“A deduction on account of a specific provision for loan losses shall not
exceed 5 percent of the loans and advances outstanding at the end of the
year of assessment less the total amount of all deductions previously

allowed on this account and which have not been deemed to be trading

receipts under sub-clause (6).”
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