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N
O The national budget for FY23 has been placed at a time when the economy is
facing considerable challenges

O Indeed, the macroeconomic stability significantly weakened amid negative
developments both on domestic and external fronts

O The Finance Minister has acknowledged the challenges and mentioned the
following six points:
L. containing inflation and enhancing domestic investment

ii.  financing additional subsidy required for the increased price of gas, power and
fertilizer in international markets

ii.  utilizing funds available through foreign assistance and ensuring timely
completion of high priority projects of ministries/divisions

iv. ensuring timely completion of projects in education and health sectors

v.  increasing collection of local Value Added Tax and raising the number of
individual tax-payers

vi. maintaining stability in the exchange rate of taka and keeping foreign exchange
reserves at a comfortable level

CPD (2022): An Analysis of the National Budget for FY2022-23 6
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O CPD has earlier emphasised the need for protecting the low and limited
earners in the country and focusing on inflation management and restoration
of macroeconomic stability by coming out of GDP growth obsession

0 To this end, use of appropriate fiscal policy supported by complementary
monetary policy has been emphasised

QA In view of this, CPD has recommended:

> allow tax concession to essential commodities at both import and domestic
stages

> provide tax reliefs to middle income groups

> allocate adequate resources for subsidies for keeping the administered
prices of petroleum products, electricity, gas, and fertiliser

> expand social safety net provisions both in terms of coverage and the
amount of per capita allocation

A The following analysis of the budget for FY23 has been undertaken from these

perspectives
CPD (2022): An Analysis of the National Budget for FY2022-23 ~7
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QO Before going to the analysis we may recall that according to the Open Budget
Survey 2021, Bangladesh has a

> Transparency score of 30 out of 100 (lower than Afghanistan)
> Public participation score of 13 out of 100 (lower than Nepal)

> Oversight by legislature and supreme audit institution score of 39 out of 100

O Bangladesh’s budget transparency has decreased over the years due to fewer
number of budget documents being publicly available

QA transparency score of 61 or above indicates a country is likely publishing
enough material to support informed public debate on the budget

O Bangladesh’s low public participation score is due to the fact that there are
few opportunities for public participation during the formulation and
approval of the budget, and no opportunities for public participation in the
implementation or audit processes of the budget

O Bangladesh has weak legislative oversight and limited audit oversight in the
budget process

CPD (2022): An Analysis of the National Budget for FY2022-23 8
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Macroeconomic stability under threat...
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II. MACROECONOMIC PERSPECTIVES

GDP and Investment
Indicator AFY21 | BFY22 | RBFY22 ESFt;{n;;te Ff{;(::ea;%l{l%
GDP growth (%) 6.9 7.2 7.3 7.5 7.8 8.0
Gross investment (as % of GDP) 31.0 31.7 31.7 31.5 32.8] 33.6
Private investment (as % of GDP) 23.7 23.3 24.1 24.8 25.90 26.7
Public investment (as % of GDP) 7.3 8.4 7.6 6.7 6.9 7.0
ICOR 4.5 4.4 4.4 4.2 4.2 4.2

Source: MTMPS

dFor FY23, GDP growth target has been set at 7.5% (7.7% in 8FYP)

A The budgetary framework of MoF projected a 7.3% GDP growth in FY22

— similar to the provisional estimates by BBS
A GoB’s growth projection is higher than the forecasts by World Bank

(6.7%, in January 2022), IMF (6.7%, in April 2022) and ADB (7.1%, in

April 2022)

CPD (2022): An Analysis of the National Budget for FY2022-23
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QPublic investment-GDP ratio in FY23 has been assumed to be 6.7%
(7.6% 1in FY22)

Private investment has been estimated to be 24.8% of GDP in FY23

> In FY23, Tk. 147,000 crore (approx.) will be additionally required for
private investment (15.4% increase in nominal terms) based on the MoF
estimates for FY22 (Tk. 956,736 crore)

OICOR is expected to be 4.2 in FY23 — productivity of capital is projected to
rise (4.4 in FY22; 4.5 in FY21)

CPD (2022): An Analysis of the National Budget for FY2022-23 12
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Monetary sector and Inflation

Estimate Projection
Indicator AFY21 | BFY22 | RBFY22 FY23 FY24 | FY25
Private sector credit growth (%) 8.3 11.0 14.8 15.0 15.0 16.0
CPI inflation (%) 5.6 5.3 5.8 5.6 5.5 5.5

Source: MTMPS

AGrowth of credit to private sector has been set at 15.0% in FY23 —
almost same as the revised targets for FY22

> Asof April 2022, private sector credit growth was 12.5%

dInflation is assumed to be stable at 5.6% in FY23

dInflationary trends have exhibited an upward tendency in the closing
months of FY22 (5.8% in April 2022)

> Both food and non-food inflation appears to be creeping up (5.5% and 6.3% in
April 2022, respectively)

CPD (2022): An Analysis of the National Budget for FY2022-23 13
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External sector

II. MACROECONOMIC PERSPECTIVES

Indicator AFY21 | BFY22 | RBFY22 EsFt;n;gte FY2P:0j ectiogY25
Export (growth in %) 15.4 12.0 34.1 20.0 18.0 18.0
Import (growth in %) 19.7 11.0 30.0 12.0 14.0 14.5
Remittance (growth in %) 36.1 35.0 1.0 16.0 10.0 10.0

O Growth target for export earnings has been set at 20.0% in FY23

> Up to May FY22, total export growth was 34.1%

0 Growth target for import payments has been set at 12.0% in FY23 and
projected to be 30.0% in FY22

> Up to April FY22, total import growth was a whopping 41.4%

= Capital machineries import recorded a 59.4% growth in this period

> Up to April FY22, total L/C opening exhibited a growth of 44.5% while that of capital
machineries recorded an increase of 45.5%

O Export earnings are primarily volume driven, while import payments are price
driven — not a robust structure

CPD (2022): An Analysis of the National Budget for FY2022-23
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O Remittance growth target for FY23 has been set at 16.0%

> During Jul-May FY22, remittance inflow posted a negative growth of (-)
16.0% over corresponding figure - annual growth rate mentioned in
MTMPS for FY22 (1.0%) is not feasible as it would require 201% growth
of remittance inflow in the month of June 2022

0 Exchange rate is expected to appreciate and reach Tk. 86.2/USD on an
average in FY23 — does not reflect the realities on the ground

> Currently the official rate is Tk. 91.5/USD

CPD (2022): An Analysis of the National Budget for FY2022-23 15
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Public debt
QAccording to MTMPS data, public debt as share of GDP is at a reasonable
state for Bangladesh (32.4% in FY21, 34.0% in the revised budget of FY22)

> May increase to some extent in FY23 (35.9%) — driven by higher domestic and
external borrowing in view of the ongoing COVID-19 pandemic

QO At present, about 62.9% of the total public debt is attributable to domestic
debt

> This composition is expected to change in the coming years (domestic debt:
60.8% in FY25)

O Interest payments for domestic debt is already on an upward trajectory

> The same will become true for foreign debt given the large number of foreign
financed large infrastructure projects and the rising interest rate on non-
concessional loans on account of middle-income graduation

O As is seen, 19.3% of total operating expenditure will be spent on debt
servicing in FY23 (90.9% of the amount will be to service domestic debt)

CPD (2022): An Analysis of the National Budget for FY2022-23 16
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Broad fiscal framework for FY23

O Public expenditure (14.2%) projected to grow faster than revenue
mobilisation (11.3%)

> Total expenditure is set at 15.2% of GDP (marginally higher than
RBFY22 2 14.9%)

> Revenue income will be 9.7% of GDP (marginally lower than RBFY22 -
9.8%)

O Development expenditure (17.0%) programmed to grow faster than
Operating expenditure (12.2%)

QADP: 36.3% of total public expenditure (35.4% in the RBFY22)
O Budget deficit has been projected at 5.5% of GDP (5.1% in RBFY22)
O Share of foreign borrowing in financing the incremental budget deficit is

expected to rise — implementation is the issue

CPD (2022): An Analysis of the National Budget for FY2022-23 18
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Revenue mobilisation

Share of revenue FY23

FY23 (Crore Tk.) 4,33,000 .
FY22(Revised Budget) (Crore Tk.) 3,89,000 N
FY22 (CPD Projection) (Crore TKk.) 3,59,000 and Duties S 1%
Target Growth (%) FY23 (Budget) 11.3 Supplementary

Target Growth (%) FY23 (CPD Projection) 20.6 e

O Budget FY23 targets 11.3% growth over RBFY22
> CPD projection: 20.6% on actual FY22 - approx.
an additional Tk. 44,000 crore may need to
mobilised
O NBR revenue to grow by 12.1% and deliver the
lion’s share of the incremental revenue (90.9%) — .
A Collection from LTU to grow by only 10.0% e T
A To be primarily delivered by Taxes on Income o
Profits and Capital Gains (35.7% of total
incremental revenue) —collection from both
personal and company to grow equally (14.9%)
O VAT to provide on 31% of incremental revenue
O Non-tax revenue growth is expected to be only 4.7%

¢

Incremental share of revenue FY23

O Only Tk. 123 crore additional revenue is expected to be mobilised from Tolls — the

Padma Bridge alone should be able to mobilise significantly more!
CPD (2022): An Analysis of the National Budget for FY2022-23 19
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III. FISCAL FRAMEWORK

Total Public Expenditure

Share in Share in Change in FY23B| Incremental
BFY23 RBFY22 over FY22R Share
Sector % CroreTkl] % %

Public Services 19.9 18.71 23764.0 21.4 28.1
Education and Technology 14.7 14.8] 12238.0 13.9 14.5
Transport and Communication 12.0 11.1 15639.0 23.7 18.5
Interest 11.9 12.0 9131.0 12.8 10.8
LGRD 6.6 7.2 2165.0 5.1 2.6
Agriculture 6.2 5.9 7135.0 20.4 8.4
Defence Services 5.9 6.3 2869.0 7.7 3.4
Social Security and Welfare 5.5 6.0 1683.0 4.7 2.0
Health 5.4 5.4 4589.0 14.2 5.4
Public Order and Safety 4.6 4.9 2004.0 6.9 2.4
Energy and Power 3.8 4.1  1547.0 6.3 1.8
Housing 1.0 1.2 -22.0 -0.3 0.0
Recreation, Culture and Religious

Affairs 0.8 0.9 -56.0 -1.0 -0.1
Industrial and Economic Services 0.6 0.7 -238.0 -5.6 -0.3
Others (Memorandum Item) 1.0 0.8 2116.0 43.0 2.5
Total Expenditure 100.0 100.0 84564.0 14.2 100.0

O Public services sector accounts for 28.1% of total incremental expenditure;
followed by Transport and Communication (18.5%)

CPD (2022): An Analysis of the National Budget for FY2022-23
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Sectors with higher share in Change .y . . .
BFY23 e 0 Within Public Services Sector,
points) Finance Division receives an
Public Services 1.2 incremental amount of Tk. 20,607
Transport and crore (about 24.4% of total additional
S -9 public expenditure for FY23) — of
Agriculture 0.

Sectors with lower share in Change which Tk. 9,181 crore additional

BFY22 (percentage allocation has been kept for
investment in equity and shares
LGRD . (about 10.9% of total additional
Social Security and Welfare . public expenditure for FY23)
Defence Services . Q Total incremental allocation for
Public Order and Safety : Interest Payments is Tk. 9,131
Inter‘fs" ‘ crore (about 10.8% of total additional
El(:lllllssl:i§a1 e pul?lic expenditure for FY23?; of
Services . which, domestic interest is Tk.
Recreation, Culture and 8,175 crore

Religious Affairs

CPD (2022): An Analysis of the National Budget for FY2022-23 21
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Subsidy

O According to MTMPS, in BFY23 allocation for total subsidies and
incentives is Tk. 82,745 crore (12.2% of total public expenditure and
1.9% of GDP)

O In RBFY22, it was Tk. 66,825 crore (12.2% of total public expenditure and
1.9% of GDP)

0 According to the budget speech, the estimated budget for subsidy and
incentives can be 15-20% higher than the initial estimates and could reach
around Tk. 95,000-99,000 crore

Q Of the additional Tk. 15,920 crore earmarked for BFY23, Tk. 4,000 crore
(25.1%) is for fertiliser & other agricultural incentives

O There is no doubt that the administered prices are set to rise in FY23

“The sales price of fossil fuel, gas, electricity and chemical fertilizers will be
adjusted gradually and on a small scale”

O Government should consider reducing import duties on subsidised
commodities (such as fuel for which total tax incidences on import are in the
range of 22%-34%) before for any upward price revision

CPD (2022): An Analysis of the National Budget for FY2022-23 22
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Contingent Liability

0 Government’s guarantee (contingent liability) is about 2.3% of GDP and 45.3%

of RBFY22 budget deficit
O Increased by 25.4% over the last one year — a negative development!

III. FISCAL FRAMEWORK

O Power and energy sector remains the leading sector in terms of receiving
guarantee from the government (53.5% of total)

List of Government Guarantees (Contingent Liability)

Sector Amount (Crore Tk.) | Growth (%) Share (%)
FY21 | FY22 | FY23 | FY22 | FY23 | FY21 | FY22 | FY23
Agricultural Credit 3,681 4,067 2,752] 34.9] -44.6 6.1 6.7 3.0
Biman 10,279 10,909 7,796 6.1 -28.5 16.9 14.8 8.4
Energy 1,199 1,522 3,090, 27.0] 162.3 2.o| 2.1 4.3
Power 33,742| 41,692 49,516 23.6] 18.8| 55.6] 56.5 53.5
Telecom 1,169 1,109 025 -5.1] -16.6 1.9 1.5 1.0
Miscellaneous 10,584 13,637 27,623 28.8] 102.6] 17.4| 18.5 20.8
Total 60,653 73,836/ 92,602 21.7] 25.4/100.0|/100.0| 100.0

CPD (2022): An Analysis of the National Budget for FY2022-23
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Budget Deficit and Financing

» Share of domestic financing
59.7% in FY23 (60.8% in Borrowing
RBFY22) (Net) o 18.1

» Tk 106,334 crore (43.4% of
total) will come from the bank Boﬁ:’:;ng
borrowing (Net)

» TKk. 35,000 crore from net sale
of NSD certificates

» Gross foreign aid requirement
will be around USD 13.8 biln For‘;iﬁnt;oan
(USD 11.3 bln in RBFY22) )

» Foreign debt repayment to
increase from $2.3 bln in
BFY23 from $1.9 bln in Foreign Grant
RBFY22 BFY23 RBFY22 AFY21

38.2

» Utilisation of foreign aid will hinge on ability to implement the planned
ADP projects 2> 96% of foreign loans are tied with ADP

CPD (2022): An Analysis of the National Budget for FY2022-23 24
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OThe budget documents of FY23 have failed to publish data on how much
funds were disbursed through the fiscal support measures launched in
response to the COVID-19 pandemic

OSuch lack of transparency and accountability threatens to reduce the
effectiveness of the government’s COVID-19 response

O Disaggregated data on the implementation status of all liquidity support
packages should be published on a monthly basis

CPD (2022): An Analysis of the National Budget for FY2022-23 25
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QADP of Tk. 246,066 crore has been proposed for FY23
> 5.5% of GDP in FY23 (5.7% in BFY22 and 5.3% in RBFY22)

> 9.2% higher than the ADP for FY22 and 17.2%
higher than RADP for FY22 ADP Financing Structure (% of

> The rate of implementation of original ADP in total)
FY22 is likely to be no more than 80% even
in best case scenario in view of current
economic volatilities

> In that case, ADP for FY23 will be more than
36.5% higher than the actual spending in FY22

> Project Aid to finance 37.8% of total ADP in
FY23 (39.1% in ADP of FY22)

> Rooppur Power Plant accounts for 12.9% of
total project aid in ADP for FY23

39.1 33.8 37.8

ADP FY22 RADP FY22 ADP FY23
mGoB © Project Aid

CPD (2022): An Analysis of the National Budget for FY2022-23 27
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QThe top 5 sectors have received 74.4% of total ADP allocation

> Transportation and Communication Sector once again has received
the highest allocation (28.7% of total) for the highest number of projects
(256). Power and Fuel have received second highest share (16.0%) in ADP
allocation as before

> These two sectors account for about 44.8% of total ADP allocation

> Rooppur Nuclear Power Plant project accounts for 34% of total allocation for
Power and Fuel sector

Top five sectors 674 74.4
Transportation and Communication 256 28.7
Power and Fuel 66 16.0
Education 110 11.8
Housing and Community Facilities 184 10.0
Health 58 7.8
Other 10 Sectors 675 25.6
Development Assistance NA 1.8
Total 1349 100.0

CPD (2022): An Analysis of the National Budget for FY2022-23 28
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> Education sector has received 11.8% share of total ADP in FY23 from
10.3% in FY22

> However, it remains way below the prescribed level of share for
developing countries

> The share of Health sector in ADP FY23 (7.8%) has marginally increased
from 7.7% in ADP FY22

> Share in ADP allocation has declined marginally for Agriculture sector,
from 4.1% in FY21 to 3.4% to FY22 at a time when ensuring food security
remains a high priority

CPD (2022): An Analysis of the National Budget for FY2022-23 29
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Q The ADP for FY23 contains 1,356 projects (1,426 for ADP of FY22)

Unapproved
1.8% Deve.lopment New Unapproved  Development New
Assistance (. go, 2.0% istance 0.6%
Carryover
Carryo er‘
pyover\ 25.2%

25.4%

Concluding
26.1%

Concludin

g
28.9%

Share of allocation in FY22 Share of allocation in FY23
O Share of allocation for continuing projects has further declined while

that of concluding projects has increased
> Share of allocation for continuing projects declined to 41.5% in FY23 from 44.2% in FY22
> 41.5% of allocation is provided to 326 continuing projects in FY23 (similar to 334 in FY22)
> Indeed, 7 out of 10 highest allocated projects are continuing projects
O 40 new projects are included in FY23 (29 in FY22)

> However, share has declined: 0.6% of total ADP allocation in FY23 (0.8% in FY22)

» 192 new projects were included in the RADP for FY21 - tradition of allocating new
projects in the RADP continues
CPD (2022): An Analysis of the National Budget for FY2022-23 30
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O A total of 462 projects are scheduled to be concluded in FY23, according
to project completion timeline
U527 ‘carryover’ projects (account for 25.2% of the total allocation

> This share is on the high side for the second consecutive year over last 10 years

> Transportation and Communication has 110 of these projects, followed by
Housing and Community Facilities (92), Environment, Climate Change and
Water Resources (52), Education (50), Industrial and Economical Services (48),
and Local Government and Rural Development (36)

> Higher share of carryover project would imply need for additional allocation due
to cost escalation

QThus, total number of projects which should be concluded in FY23: 983

O Planning Commission has identified 269 projects which may be completed in
FY23 (355 were listed in FY22)

> Many of these are unlikely to be completed in FY23

CPD (2022): An Analysis of the National Budget for FY2022-23 31
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Project Status FY14 FY15 FY16 FY17 FY18 FY19 FY20 FY21 FY22 FY23

Unapproved projects without 662| 624/ 857 1,172| 1,315| 1,338| 1,045 1347 596 633
Allocation

Projects listed to seek Foreign 346| 338/ 382 349/ 360| 3260 242 96| 141 150
Funds

Total Number of Projects in 1,046/1,034 999 1,141/1,192|1,347 1,475/1,584/1,426| 1,356
the ADP

PPP 44 40 40 32 36 78 62 61 0 0
Possible Completion (PC identified)| 305/ 324 324 354| 411| 446, 355 380/ 355 269

O 633 projects are listed without allocation (in a separate list) in FY23
4 150 unapproved projects have been listed to seek foreign funds

O It is observed that the share of projects with symbolic allocation (token allocation
to keep these projects in the ADP list) is on the rise again! Majority of these are
carryover projects

> Inclusion of projects under Tk. 1 lakh have been a perpetual practice (barring FY22)

> 59 projects (4.4% of total number of projects) under ADP FY23 have received
only Tk. 1 lakh or below; (31 projects (2.2%) received such allocation in FY22)

> 52 (88.1%) of those are carried over from ADP FY22

CPD (2022): An Analysis of the National Budget for FY2022-23 32
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AdTime-overrun projects continue!

> Average age of 1,243 investment projects is 4.6 years

> 219 (17.6%) of these 1,243 projects are 6-10 years old (due to repeated
extensions of projects)

> 39 of these 1,243 projects are 10-15 years old

> 29.7% of investment projectsin  ADP Projects with number of revisions
ADP for FY23 have already been

. . 350
revised between 1-4 times

300
> Number of projects with time 250

extension increased from 326  2°0°

201
259

20

in FY22 to 369 in FY23 150
100
70 57 64
o
S5 II 11 10 12 >
O I
Once Twice Thrice Four times

EFY21 mFY22 mFY23

CPD (2022): An Analysis of the National Budget for FY2022-23 33
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I N —
O Mega Projects: Allocations have risen, but not the pace of implementation

Project Progress Possible
Project Name Start Date Cost till Jun 21 | Progresstill |End date
(Tk.cr.) (%) Jun 23 (%)
Construction of Rooppur Nuclear 01-07-16 113,093 37.7 62.6| 30-12-25
Power Plant
Dhaka Mass Rapid Transit 01-09-19 52,561 1.5 6.7 31-12-26
Development Project (Line 1)
Matarbari 2x600 MW Ultra-Super | 01-07-14 51,855 32.6 57.3| 31-12-26

Critical Coal-Fired Power Project
(1st revised)

Dhaka Mass Rapid Transit 01-09-19 41,239 3.1 14.1] 31-12-28
Development Project (Line 5):
Northern route

4th Health, Population and 01-01-17 40,323 53.3 87.730-06-22
Nutrition Sector Development
Programme (HPNSDP) (Health

services)

Padma Bridge Rail Link (1st 01-01-16 39,247 46.6 77.130-06-24
revised)

Fourth Primary Education 01-07-18 38,397 14.5 53.3/30-06-23

Development Programme (PEDP4)
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O Mega Projects: Allocations have risen, but not the pace of implementation

Project Progress Possible
Project Name Start Date Cost till Jun 21 | Progresstill |End date
(Tk.cr.) (%) Jun 23 (%)
Padma Multipurpose Bridge project 01-01-09 30,193 84.4 100.0| 30-06-23
(2nd revised)
Dhaka Mass Rapid Transit 01-07-12 23,490 65.1 95.4] 30-06-24
Development Project (Line 6) (2nd
revised)
Transformation of Meter Gauge 01-04-19 21,555 0.0 0.0| 30-06-25
Railline to Dual Gauge in the Akhaura-
Sylhet section
Expansion of Hazrat Shahjalal 01-07-16 21,399 23.9 68.2] 30-06-25
International Airport (1st phase) (1st
revised)
Construction of 329 technical schools 01-01-20 20,526 0.0 1.2 31-12-24
and colleges at the upazilla level
Expansion and Strengthening of 01-01-17 20,468 14.3 38.9 30-06-24
Power System Network under DPDC
Area (1st revised)
Construction of Single Line Dual 01-07-10 18,034 32.2 45.4] 30-06-22
Gauge Track from Dohazari-Ramu-
Cox’s Bazar and Ramu to Ghundum
near Myanmar Border (1st revised)
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O Mega Projects: Allocations have risen, but not the pace of implementation

Project Progress Possible
Project Name Start Date Cost till Jun 21 | Progresstill |End date
(Tk.cr.) (%) Jun 23 (%)
SASEC Dhaka-Sylhet Corridor 01-01-21 16,919 0.0 6.4 31-12-26
Development
Construction of Dhaka-Ashulia 01-09-17 16,901 8.3 33.9/30-06-22
Elevated Expressway
Construction of Bangabandhu 01-07-16 16,781 22.7 58.6/ 31-12-23
Sheikh Mujib Railway Bridge
SASEC Road Connectivity: 01-09-16 16,662 25.6 50.0| 31-12-24

[mprovement of Elenga-
Hatikumrul-Rangpur-Highway
into 4-Lane Highway (1st revised)
4th Health, Population and 01-01-17 14,494 30.5 51.3(30-06-22
Nutrition Sector Development
Programme (HPNSDP) (Health
education)

Power Grid Network Strengthening| 01-10-16 14,326 12.7 28.6(30-06-24
project under PGCB (revised)

CPD (2022): An Analysis of the National Budget for FY2022-23 36



Independent Review of

%RBI, IV. ANNUAL DEVELOPMENT PROGRAMME

Bangladesh’s Development

OMega Projects: Allocations for these have increased, but not the
pace of implementation

a Tk. 76,715 crore is allocated for 20 mega projects (mostly infrastructure
including fast-track and based on project size) which is 31.2% of total ADP
of FY23.

Q Only two out of 20 mega projects are scheduled to be completed in FY23

> These are the Padma Multipurpose Bridge project and the Fourth
Primary Education Development Programme (PEDP4)

= Maximum possible completion for PEDP4 by FY23 is 53.3% - indicating a
need for time extension in the future

Q Four projects were targeted to be completed by FY22

> Two of these are related to the 4th Health, Population and Nutrition Sector
Development Programme (HPNSDP)

= The need for time and cost extension is evident from the ADP allocation so
far for these projects
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O Future projects with expected foreign aid both in terms of
allocation and number have increased from previous year

(FY22)
> 150 projects have been listed with expected foreign aid financing in FY23

> The estimated cost of all of these projects was USD 45.5 billion in FY23 (the
same figure for FY22 was USD 41.6 billion)

> Estimated Project Aid to be obtained from different sources was USD 31.6
billion in FY23 (USD 28.7 billion in FY22)

> Highest share of Project Aid to be obtained is in Transport and
Communication (60.8% for 47 projects) and Power and Fuel (13.1% for 24
projects) — emphasis on infrastructure to continue!

> Housing and Community Facilities are expected to receive the third highest
share (12.3%) of project aid
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Six important observations can be made for ADP FY23

O No significant change in the structure of ADP allocation for FY23 can be
observed

> Physical infrastructure-related sectors have continued to dominate
0 Utilisation of foreign aid will be critical for ADP implementation

OThe problems of ‘carryover’ and ‘time-overrun’ projects will persist in
FY23

O Progress of mega projects implementation is unsatisfactory

> The wait may continue with consequent adverse impacts on public
service delivery and crowding-in private sector investment

> The delay in implementing mega projects will also have repercussions in
the form of cost escalation
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QThe prioritisation exercise of ADP projects is confusing
> 269 completing projects have been tagged as “low priority”

> 17 of the 20 mega projects in the ADP for FY23 are marked as “low
priority” but have received significant allocations

> However, most of the unapproved new projects (633 and another 150
seeking foreign funds) have been tagged as “high priority”

QADP for FY23 again marked with high number of projects with ‘symbolic
allocations’
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B
QPersonal Income Tax (PIT) structure remains unchanged in
FY23
> Tax exempt threshold for PIT remains the same at Tk. 300,000

> In view of the skyrocketing prices of essentials, CPD had proposed to
either increase this threshold to Tk. 350,000 in order to provide
some respite to the general citizens or raise the range of the next tier
(at 5% tax) from TKk. 1 lacs to Tk. 3 lacs

> CPD also proposed to increase the highest PIT rate, applicable for top earners,
from 25% to 30% in FY23

» It needs to be mentioned that this rate was reduced (from 30% to 25%) in FY21

= Raising this rate would have promoted tax justice and could have
become an additional source of revenue

OWealth Surcharge free limit remains unchanged at Tk. 3 crore
> Changes were not introduced in the other slabs as well

> This is perhaps a missed opportunity to introduce more progressive tax
measures
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O Rate of investment tax rebate has been fixed at 15% on eligible
amount

> This would mean higher taxpayers i.e. top earners will get higher tax
rebate benefits whereas those with annual income below 15 lacs will not get
any additional tax benefits

FY22 FY23
Allowable Investment Allowable Investment
Annual investment 25% | rebate 10% if Investment 20%| rebate 15% if | Annual
taxable of total income | total taxable | of total income | total taxable Tax
income or 1 crore income is |or 1 crore which|{income is above| Benefits
whichever is | above 15lacs | everis lower 15 lacs
lower
1,500,000 375,000 37,500 300,000 45,000 7,500
3,000,000 750,000 75,000 600,000 90,000/ 15,000
5,000,000 1,250,000 125,000 1,000,000 150,000 25,000
10,000,000 2,500,000 250,000 2,000,000 300,000, 50,000
40,000,000 10,000,000 1,000,000 8,000,000 1,200,000, 200,000

CP