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Executive Summary

This internship report analyzes the Impact of Taxation on the Profitability of Commercial
Bank: A study on United Commercial Bank PLC during the period from 2020-2024. The
banking industry plays a significant role in the economic development of Bangladesh, and

taxation is one of the major factors influencing banking profitability.

The report uses secondary financial data collection from annual reports of UCB PLC.
Several profitability indicators such as ROA, ROE, Net Profit Margin and Effective Tax
Rate (ETR) were analyzed to evaluate the relationship between taxation and profitability
of UCB PLC, particularly during 2024 when effective tax rate increased significantly and
profitability ratios declined sharply.

The report concludes that balanced taxation policies and effective tax management are

important for maintaining sustainable profitability in commercial banks.

The report concludes that balanced taxation policies and effective tax management are

important for maintaining sustainable profitability in commercial banks.
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Chapter 1: Introduction

1.1 Background of the Report

An internship report is an essential part of the BBA program at United International
University, as it allows students to apply theoretical knowledge in a professional
environment and gain practical experience as part of academic requirement, | completed
my internship at United Commercial Bank PLC in the Finance Division (Tax Team). During
the internship, | was involved in various taxation-related activities, including VAT
calculation, tax documentation, regulatory compliance and financial reporting. This
practical exposure provided valuable insights into how taxation influences the financial

operation of a commercial bank.

Based on this experience, the report titled “Impact of Taxation on the Profitability of
Commercial Bank: A study on United Commercial Bank PLC” has been prepared to
examine the relationship between taxation and the bank’s financial performance. The
study evaluates UCB PLC’s financial data from 2020 to 2024 using key profitability
indicators such as Revenue, Profit Before Tax (PBT), Profit After Tax (PAT), Net Profit
Margin (NPM), Effective Tax Rate (ETR), Return on Assets (ROA), Return on Equity
(ROE). A comparative analysis of with selected commercial bank has also been

conducted to better understand UCB PLC’s performance within the baking industry.

1.2 Objective of the report
The primary objective of this report is to evaluate the impact of taxation on the profitability

of commercial bank: A study on United Commercial Bank
The specific objective area:

e To Examine the trend of taxation and profitability of UCB PLC over the study period.

e To analyze the relationship between ETR and bank’s profitability

e To evaluate the performance of UCB using financial indicators as Revenue, Profit
Before Tax (PBT), Profit After Tax (PAT), Net Profit Margin (NPM), Return on Assets
(ROA), Return on Equity (ROE).
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e To compare the financial performance if UCB PLC with three private commercial
banks in Bangladesh (Prime Bank, Southeast Bank and Brace Bank)

e To provide practical findings and recommendations

1.3 Research methodology

1.3.1 Research Design
This study is a quantitative and descriptive research design to examine the impact of

taxations on the portfolio of UCB PLC. A case study approach has been followed, focusing
on a single commercial bank. The study uses financial data to analyze the relationship

between taxation and key profitability indicators.

1.3.2 Sources of data
The study is based on entirely on secondary data collected from reliable sources. The

primary sources include:

I.  Annual Reports (2020-2024)
II.  Audited Financial Statements Reports of UCB
[ll.  Bangladesh Bank Publications

IV. Relevant books, journals and research articles

1.3.3 Populations and Sample and Analysis Technique
The population of the study consists of all commercial banks in Bangladesh. However,

UCB PLC was selected as the sample.

The collected data were analyzed using Microsoft excel. The following techniques were

applied,

v Financial Ratio Analysis
v" Trend Analysis

v' Comparative Analysis
v Graphical Analysis

1.3.4 Measurement of Variables
The study uses both independent and dependent variables to analyze the relationship

between taxation and profitability.
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Table 1 Variables and Measurement

Variable Type Measurement
Tax Expense Independent Annual tax expense reported in the

financial statements

Effective Tax Rate (ETR) Independent Tax Expense + Profit Before Tax x
100

Return on Assets (ROA) Dependent Net Profit + Total Assets x 100

Return on Equity (ROE) Dependent Net Profit + Shareholders' Equity x
100

Net Profit Margin (NPM) Dependent Net Profit + Revenue x 100

1.4 Rationale of the Report

Taxation is one of the major factors influencing the profitability of commercial banks.
Although banks generated income from various financial activities where a significant
portion of their earnings is affected by corporate taxes and other statutory obligations. So,
here understanding the taxation impacts on profitability is therefore important to evaluate

for analyzing the financial performance of a commercial bank.

This study was undertaken because of my internship experience in the TAX and VAT tam
of UCB PLC. Here | had the opportunity to observe taxation-related activities and their

role in financial reporting.

1.5 Scope and Limitations of the Report

Scope of the report: The analysis covers the five years periods from 2020-2024 using
information from bank’s annual reports and internship experience. Key profitability
indicators such as Revenue, Profit Before Tax (PBT), Profit After Tax (PAT), Net Profit
Margin (NPM), Effective Tax Rate (ETR), Return on Assets (ROA), Return on Equity
(ROE), have been analyzed there. In addition, a comparative analysis with Prime Bank,
Southeast Bank and Brace Bank has been conducted to evaluate industry view against
UCB PLC.
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Limitations of the Report: Despite sincere efforts to prepare a comprehensive report the

study has several limitations.

e The study is primarily based on published financial statements and secondary data

e Confidential information of UCB PLC could not be accessed due to organizational
policies.

e The study is limited to several commercial bank which cannot represent the entire
baking sector.

e The internship report was relatively short which limited the opportunity to observe
all tax related activities.

e The findings are based on the selected study period and may vary under different

economic or regulatory condition.

1.6 Definition and Key Terms
Taxation: Taxation is the process through which the govt. imposes taxes on individual or
organization. In commercial bank it includes corporate income tax and other statutory tax

obligations that affects net profitability.

Profitability: It refers to a bank’s ability to generate earnings from its business operation

after covering all operating expenses and tax liabilities.

Revenue: Revenue represents the total income generate from the bank’s core banking
operations before deducting operations expense, taxes and other costs. It reflects the

bank’s ability to generate business and is an important indicator of financial growth.

Profit Before Tax (PBT): Profit Before Tax (PBT) is the profit of the bank which is
acquired after all expenses and costs are deducted but before any taxation. It indicates

the operating profitability of the bank.

Effective Tax Rate (ERT): The Effective Tax Rate (ERT) measure the percentage of the
profit before tax that is as tax. It provides more accurate picture of the banks tax burden

than tax expense alone.
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Profit After Tax (PAT): Profit After Tax represents the final earning available to
shareholders after deducting all operating expense and taxes. It is a key indicator of

bank’s financial performance.

Net Profit Margin: Net Profit Margin measures the percentage of revenue that remains
as net profit after tax deducting all operating expenses and taxes. It reflects the bank

ability to covert revenue into profit.

Return on Assets: Return on Assets measures the bank’s ability to generate net profit
from its total assets. It indicates how efficiently the bank utilize its assets to produce
earnings. A higher ROA reflects better assets utilization and stronger financial

performance.

Return on Equity: Return on Equity measures the profitability generated from
shareholders’ equity. It indicates how efficiently the bank uses shareholder’s investments
to generate net earnings. A higher ROE represents stronger financial performance and

greater value creations from shareholders.

Chapter 2: Company and Industry Profile

2.1 Company Analysis
2.1.1 Overview and History

United Commercial bank PLC is one of the leading first-generation private commercial
banks in Bangladesh. It is established on 26™" June 1983, the bank commenced its
commercial operation in 1983 with the objective of providing modern; customer focused
and technology driven baking services. From then, UCB PLC has played a significant role
in supporting Bangladesh economic development by offering a wide range of retail,

corporate, SME, Islamic and digital baking services.

Over the year, the bank has extended its nationwide through branches, sub-branches,
ATM booth, agent baking outlets and digital performance. UCB PLC listed in both Dhaka
Stock Exchange (DSE) and Chittagong Stock Exchange (CSE) and operates under the

supervision of Bangladesh Bank.
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2.1.2 Trend and Growth

UCB PLC has demonstrated continuous growth by expanding its baking operation,
customer base and digital financial services. United commercial bank has a wide product
banking and financial service, which are tailored to satisfy the needs of retail clients, SME
client and corporate clients. UCB is a first-generation bank that has over 40 years of
experience and enjoys a robust distribution network of 235 branches, 191 sub-branches

that allows UCB to operate its services vastly.

Although the bank maintained steady business growth and increasing revenue during the
study period, its profitability declined due to lower pre-tax earnings and higher tax burden.
Nevertheless, UCB continue to invest in digital baking, risk management and service

quality to ensure sustainable growth.

2.1.3 Product, Service and Customer Mix
UCB PLC offers a comprehensive range of banking products and financial services

designed to meet the needs of individual, business and corporate clients.

The major categories where UCB offers its products and services to its users are well

organized. Here the products and particulars are mentioning below,

Table 2: Product and Services of UCB PLC.

Category Product Name

Savings Account

Dynamic Benefits Savings

UCB Youngsters Savings

Savings Accounts UCB Swadhin Account

Sabuj Shanchay Account

Shomota Savings Account

Pensioner Savings Account

Savings Deposit Non-Interest

NRB Accounts UCB NRB Savings
Foreign Currency Accounts NFCD (Non-Resident Foreign Currency
Deposit)
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RFCD (Resident Foreign Currency Deposit)

Current Accounts

Current Account

Category

Product Name

DPS Schemes

UCB Super Flex DPS

UCB Youngsters DPS

UCB NRB DPS Plus

UCB Multi-Millionaire

Category

Product Name

Fixed Deposits

Fixed Deposit

UCB Earning Plus FD

UCB Money Maximizer

Category Product Name
Personal Loan Personal Loan
Auto Loan Auto Loan
Home Loan Home Loan
Category Product Name
Credit Cards UCB Credit Card
Debit Cards UCB Debit Card

Prepaid Cards

UCB Prepaid Card

Business Cards

UCB Business Card

Category

Service Name

Value Added Services

Locker Service

SMS Banking
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24x7 Customer Service

Category Product Name

NRB Savings NRB Savings Account

NRB Deposit Scheme NRB DPS Plus

NRB Services Specialized NRB Banking Services
Category Product Name

SME Loans SME Loan Products

SME Deposits SME Deposit Products

SME Services Other SME Facilities

Agricultural Loans

Agri Loan Products

Agri Services

Agri Banking Services

Category

Product Name

Corporate Loans

Corporate Banking Loans

Offshore Banking

Offshore Banking Services

Structured Finance

Structured Finance Solutions

Category

Product Name

Agent Banking Services

Account Opening via Agent

Cash Deposit & Withdrawal

Other Basic Banking Services

Agent Opportunities Become an Agent
Agent Banking FAQs
Category Product Name

Savings Account

Tagwa Mudaraba Savings Account
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Current Account Taqwa Al-Wadiah Current Account

Term Deposit Tagwa Mudaraba Term Deposit

Investment Bai-Murabaha Investment

2.1.4 Company Operation and Activities

United Commercial Bank has a fundamental value of CSR that is guided by the concept
of United in integrity. As a learner in the Head Office Finance Division, an internship
experience | had was how the bank formulates and spends its CSR budget on generation
actual social impact specifically in agriculture, education, healthcare, women

empowerment and environmental development in Bangladesh.

Support of Agriculture: One of the key initiatives is “Bhorshar Notun Janala” (a new
window of hope). UCB sponsored the farmers of 65 districts in all over Bangladesh to
support their cultivation by providing the aid like fertilizers, healthy seeds, modern

equipment with financial literacy.

Education and Human Capital: UCB contributes to the development of education and
human capital providing scholarship support to the underprivileged student but
meritorious student by Prime Minister’'s Education Assistance Trust. The bank also
supports the educational infrastructure to create better learning opportunities and

straighten the overall education system.

Healthcare and Social Welfare: \When there are natural calamities, the bank donates to
the relief fund of the Prime Minister, and also helps to sponsor medical camps and
hospital. It also gives out blanket during winter specifically to distribute to the needy

individuals throughout the nation.

Women Empowerment in Financial Inclusion: United Commercial Bank PLC.
promotes women entrepreneurship by providing its retail banking and UCB FinTech
lending center, which encourage them to come this kind of friendly environment. One of
the notable recognitions from my division | observed that the finance division of UCB PLC.
is controlled by very dignified Fellow Charted Accounted (FCA) lady. There we can

understand by the remarkable recognition how women lead here.

23| Page



Sustainability and Green Banking: UCB supports women in entrepreneurship through
retail baking and UCB FinTech Company Limited by providing SME lending with
reasonable process. It also has an agent baking network that makes banking services

more accessible to rural women.

2.1.5 SWOT Analysis of UCB PLC

SWOT ANALYSIS

STRENGTHS WEAKNESSES

1.Strong Brand Reputation
2.Wide Branch Network
3.Diverse Baking Service
4.Digital Baking Service

1. Decline Profitability
2.Higher Tax Burden
3.Lower ROA and ROE

OPPORTUNITIES THREATS

1.Expansion of Digital Baking

2.Growth in SMEs

3.Increase Cashless
Transection

4.FinTech Collaboration

1.Increase Market Competitors
2.Change in Tax Regulations
3.Rise in inflation

4.Higher Credit risk

Figure 1: SWOT Analysis
The SWOT analysis indicates that UCB PLC has a strong market presence with a

diversified service portfolio and expanding digital banking platform. However, declining
profitability, a relatively high tax burden and increase competition remain key challenges.
By leveraging digital innovation, expanding SMEs financing and improving operational
efficiency, the bank can strengthen its competitive position and enhance long term

profitability.

2.2 Industry Analysis

2.2.1 Specification of the industry
The baking industry is one of the most important sectors in Bangladesh’s economy. It
plays a vital role in financial intermediation, economic growth and capital formation.

Commercial banks mobilize deposits from individuals and business and channel funds
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into productive investments through loans and advance. In addition, to traditional banking
service bank provides trade finance, foreign exchange service, digital banking, treasury

operation etc.

The banking sector in Bangladesh consists of sate-owned commercial banks, private
commercial banks, foreign commercial banks and specialize banks. These institutions
operate under the supervision of Bangladesh Bank which regulates monetary policy,

banking operations, capital adequacy, liquidity management and financial stability.

2.2.2 Size, Trend and Maturity of the industry

The banking industry in Bangladesh has experienced significant growth over past decade,
supported by economic development, financial inclusion and rapid digital transformation.
The expansion of internet banking, MFs, agent banking, cashless payment system has

increased across to financial service and improve customer convenience.

The industry is considered mature at it comprise a large number of well-established banks
competing for market share. Competition has intensified due to digital banking,
innovation, regulatory requirement and changing customer expectations. At the same
time, commercial bank faces challenges such as operating cost, taxation, strict regulatory,

non-performing loans, inflation and economic uncertainty.

2.2.3 Industry SWOT analysis

EXTERNAL ECONOMIC FACTORS TECHNOLOGICAL FACTORS
1.Economic growth drives 1.Expansion of digital banking.
banking demand 2.Growth of fintech services.

2.Inflation affects profitability. 3.Increased cybersecurity
3.Tax policy changes impact investment.
earnings. 4. Automation improves efficiency.

4.Exchange rate fluctuations

BARRIERS TO ENTRY THREAT OF SUBSTITUTES

1.FinTech platforms.

2.Non-Bank Financial
Institutions (NBFIs).

3.Digital payment solutions.

1.High capital requirements.

2. Strict regulatory compliance. e
3.Strong market competition.

4.High technology investment.

Figure 2: Industry SWOT Analysis
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The banking industry in Bangladesh is highly competitive and technologically evolving.
Although increase digitalization creates new opportunities for business growth. On the
other hand, challenges come from regulatory compliance, taxation, inflation and
competitive pressure. For UCB PLC, improving profitability requires balancing tax
obligations with efficient operations while strengthening its competitive position in this

dynamic industry.

Chapter 3: Internship Experience

3.1 Position duties and responsibilities
As an intern working in such well known commercial bank Specially in Head Office is a
big opportunity for me. This is also pleasure for me to work with 3 different area of United

Commercial Bank. Those are,

1. Digital Financial Service Division
2. Finance Division

3. Mobile Financial Service (upay)
My primary duties and responsibilities included,

Preparing the ideas of E-mail Marketing

Analyzing the customers responses against advertisement

Assisting in the preparation and verification of VAT-related documents
Supporting the preparation of Mushok 6.3 and VAT reports

Assisting in preparing reports required by National Board of Revenue (NBR)

2

Making innovative ideas for development of upay

Through these responsibilities, | developed a practical understanding of taxation

procedure, customer preferences and innovative opportunities for future MFs growth.

3.2 Training and Development

During the internship, | received practical training through om-the-job learning and
continuous guidance from my organizational supervisor and colleague. Rather than
participating in formal classroom training, | learned by observing daily operations,
performing assigned tasks and receiving regular feedback.
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3.4 Contribution to the organization

Digital Financial Service

| worked for a month under DFS division. Here we work for maintaining the digital banking
and its transformation. Here | have analyzed top 10 branches of the CIF with Email in
differences and recommended the strategy to increase CIF. Also, | have learnt what are

the necessary information needed to reduce fraud customers.

e Basic Customer Information

e |dentity Verification Controls

¢ Risk & Fraud Indicators to Track

e AML (Anti-Money Laundering)
Moreover, the operational metrics to monitor daily activities are prime responsibilities of
DFs where our motivation is to control fraud and operational efficiency that we must track

daily numbers.

¢ Daily Account Metrics

e Daily Dashboard Structure
Account under pending due to wrong information is also managed by DFS division. Most
important one work to handle merchants and collaboration decision also managed by this
division.
| also have the experience to create the set of recommendation for the email marketing.

For different services | recommend different types of headlines and main messages for

consumer engagement.

Table 3: Core 28 Item
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From the personal experience | found that the finance division of UCB is the wonderful

department of UCB where there are several functions that work with harmonically. Special

| have worked with UCB Tax/VAT team very for 2 respective months.

The main work activities that done by me is calculating the VAT amounts of each month

which is called the computation of Mushok 6.3. | have completed the Mushok 6.3 for the

month of March, April and May (partially).

For different types of functions the VAT deduction percentage varied, such as

. Supplies- 10% (7.5% exceptional for food and beverage)

. Repair and Maintenance- 15%

1

2

3. Data Connectivity- 15%
4. courier Service- 15%
5. ITES-5%

6. Security- 5%

7. Professional- 15%

8. Printing- 15%

9. Internet- 15%

1

0.Insurance- 15%
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According that percentage that set by NBR we calculate the total VAT amount of the
Vendors and for every month. As a Finance background this is not that easy to work with
the TAX/VAT team for me initially. But the team was so cordial and co-operative specially
the head of Tax/VAT team Md. Arif Hassan and my seniors Abdur Rahman and Fahim
Akhtab tried hard to recap the main activities of UCB PLC. tax team.

The other prime activities are like,

1. Annual report within 30" June (Section 180)

2. Issuing withholdings (Quarterly, Section 177)

3. Giving Opinion regarding Inward (Section 119) and Outward (Section 124)

4. Complete VAT return monthly (within 15" no of working day of each month)
(Mushok 9.1)

5. Issuing Mushok 6.6

6. VAT Rebate Calculation (Mushok 6.3)

7. TDS (Section 86-140)

8. 50% rate of PSR (Section 42)
Those are the prime workings of a Commercial Bank Tax Functions. These is an
interesting fact that | have founded the question that is what are the impact of taxation of
a commercial bank’s profitability in the perspective of Bangladesh. This is the connection
that founded by me as an intern and as well as an active student with the interest of the

connectivity of profitability of a commercial bank align my interest to choose that topic.

Function of the Department

The Finance Division of United Commercial Bank PLC. is mandated with the maintenance
of financial stability, compliance and accuracy of reporting of the whole bank. It comprises
a number of the important unites that collaborate in enhancing both strategic decision-
making and regulatory imperatives.

Key roles of the department are:

Financial Reporting & General Ledger (GL): This is the main component of bank

accounting system. The team under the general ledger ensures that all the transaction of
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235 branch were properly recorded. This information is then used by the financial reports

as they are presented before the stock exchange and shareholders.

Regulatory Reporting: Banking is highly regulated institution and this unit also make sure,
that all regulations are followed. They basically provide the repots to the Bangladesh Bank
with all regulations that required by the Bangladesh Bank like Cash Reserve Ratio, the

Statutory Liquidity Ratio and Capital Adequacy Ratio.

Tax Division: It is the unit that deals with any issue to do with tax, such as Corporate Tax,

VAT and Deferred taxation on the basis of the national laws

MIS and Data Management: Data is very important in the contemporary baking. This units
deals with the Management Information system that analyze the data of various
operations. They also give performance dashboard to top management and assists them

to know the areas of profitability and the areas that not performing well.

Retail Finance: This sub-division is concerned with the analysis of financial performance
of retail products like personal loans, home loans credit loans, credit loans etc. It assists

the bank in knowing how individual customers behave and in profiting.

Procurement: The procurement unit takes care of the spending in the bank. When buying

equipment to expand and they are also transparent in the buying process.

Branch Experience

| also got the chance to know about the pure baking functions through Branch Attachment
for a long week. Among all the branches of UCB | got the chance to gather experience
with Gulshan Corporate Branch of UCB PLC.

The core departmental overview of Gulshan Branch are,

General Baking and Cash
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This is the first step of any pure baking chain where we deal with customer by,
A) Handles account opening
B) deposits,
C) withdrawals

D) Daily cash management operation

Clearing & Credit

The clearance department is a vital operational unit of a bank branch that manages the
collection and settlement of cheque and other negotiable instrument presented by
customers. When a customer deposit a cheque issued by another bank, the clearance
department verifies the cheque details, records the transactions and forwards it through

the banking clearing system for the settlement.
The department,

A) Ensure cheque authenticity

B) Monitors the status of Cheque

C) Handle returned or dishonored instruments

D) Co-ordinate with other bank to resolve any discrepancies
Through those activity the clearance function facilitates the secure and efficient
transformation of funds between financial institutions, contributing to smooth baking

operations and customer services.

On the other hand, credit department is one of the important function of branch banking
where, UCB PLC. is responsible for managing the bank’s lending activities while
maintaining an acceptable level of credit risk. As loan and advances constitute one of the
primary sources of income for the bank, the department plays a significant role in ensuring

profitability, asset quality and sustainable growth.

The fundamental purpose of the credit department is to provide financing opportunity to
customers while protecting the bank from potential credit losses. The department seeks
to achieve a balance between profitability and risk management by extending credit only

to eligible borrower who demonstrate the capacity and willingness to repay.
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According to the customer nature loans can be different types,

A) Project Finance
B) Work Order

C) Trade Finance
D) Retail

E) Consumer

The nature of the loan contacts are,

1. Funded loan
e Term Loan
e Continuous Loan
e Demand Loan

2. Non-funded loan

Customer Service

The customer service plays a vital role in ensuring smooth communication between the
bank and its customers. It serves as the first point of the contact for customers, providing

information, resolve problems and delivering various banking service relationships.
The core activities of customer services are

A) Account opening
B) KYC verifications
C) Customer query and complain handling
)
)

D) Cheque book, debit cards and Statement Services
E

F) Account maintenance services

Digital Banking support

It enables me to get practical knowledge of customer relationship management.

3.4 Evaluation

The internship provided valuable experience by allowing me to apply academic
Knowledge in professional banking environment. Specially work in Finance Division
exposed me to real-world taxation practices, financial reporting procedures and regulatory

compliance. It also improved my analytical thinking, attention to detail and ability to work
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financial document. One of the most valuable aspects of the internship was understanding
how taxation directly influences a bank’s profitability. That practical experience helped me

to transform my theoretical knowledge into practical applications.

3.5 Skills Applied
Throughout the internship, | applied and developed several technological and

professional skills that supported my assigned responsibilities
Technological Skill

e MS Excel for financial analysis data management
e VAT calculation and tax documentation
¢ Financial record keeping and reconciliations

e Basic financial statement analysis
Professional Skills

e Communication and internship skill
e Teamwork and collaboration
e Time management

¢ Problem solving skills

e Attention to detail

e Professional ethics and confidentiality

e Adaptability in a professional workplace

Chapter 4: Analysis and Findings

4.1 Introduction

This chapter presents a comprehensive analysis of the impact of taxation on the
profitability of UCB over the period 2020-2024. The analysis is conducted using financial
statement data collected from the annual report of UCB PLC. and selected peer banks,
namely BRAC Bank, Prime Bank PLC and Southeast Bank PLC.

The Data analysis focuses on the indicators of taxations like, effective tax rate, tax burden
ratio, tax to revenue ratio, as well as profitability ratio such as net profit margin, return on

asset, return on equity.
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The findings presented in this chapter provide insight into how taxation influences

earning, shareholders return and overall financial performance within the banking sectors.

4.2 Problem Statement

Taxation is one of the most significant statutory obligations for the commercial bank
operating in Bangladesh. As financial institutions generate income from lending,
investment activities and other baking operation, a substantial portion of their earning is
allocated to tax payments. Although, taxation contributes to government revenue
generation and economic development. It simultaneously reduces the amount of profit

available for shareholders and business reinvestment

Over the last five years UCB PLC has grown steadily in terms of revenue and assets. But
the expansion has not led to better profitability as the bank witnessed a sharp decline in
Profit After Tax (PAT), Return on Assets (ROA) and Return on Equity (ROE) in 2024. This

raises issues of impact of taxation on profitability performance of the bank.

4.3 Analysis of the findings

4.3.1 Literature Review

Profitability is generally considered as one of the most important indicators of financial
performance in the banking industry. Profitability is defined in the literature on banking
and corporate finance as the ability of an institution to generate income from the resources

it has employed, while also maintaining operational efficiency and financial sustainability.

Previous studies have found that taxation is a significant determinant of corporate
profitability. Taxes paid reduce earnings before tax and affect important profitability ratios
like Net Profit Margin, Return on Assets and Return on Equity. Research suggests that
higher effective tax rates reduce retained earnings, limiting a firm’s ability to maximize

shareholder value.

Within the banking sector, the Effective Tax Rate (ETR) is often used to measure the
portion of earnings taken by taxes. Current research shows that banks with higher tax
burdens typically report lower post-tax profits than those with efficient earnings
management and balanced tax structures. Additionally, studies in the financial sector

suggest that lasting profitability relies not just on revenue growth. It also depends on an
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institution's ability to turn operating income into net earnings after meeting regulatory and
tax obligations. Thus, understanding the link between taxation and profitability is crucial

for assessing the financial performance of commercial banks.

4.3.2 Analysis of UCB PLC

4.3.2.1 Revenue Analysis

Revenue represents the total income generate from the bank’s core banking operations
before deducting operations expense, taxes and other costs. It reflects the bank’s ability
to generate business and is an important indicator of financial growth.

(1) Revenue Growth (%) = {(Current Year Revenue—Previous Year Revenue)/
Previous Year Revenue} * 100

Table 4: Revenue

Year
Revenue 20,488,214,483  24,819,740,000  28,522,740,477  29,228,684,747  36,469,190,000
(BDT)
Growth - 21.14 14.92 2.48 24.77
(%)
Revenue Growth (%)

30
25 21.14
20 24.77
15
10 14.92 s
5
0

2020 2021 2022 2023 2024

Figure 3: Revenue growth
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The revenue of UCB PLC increased consistently during the period of study. Revenue
increased from BDT 20.49 billion in 2020 to BDT 36.47 billion in 2024. It shows the
business is growing strongly. As for the highest annual growth (24.77%), it was in 2024.
The bank has not experienced similar growth in profitability, despite the rise in revenue,
suggesting that the extra operating expenses and taxation have diminished the net

financial gains.

4.3.2.2 Profit Before Tax

Profit before tax (PBT) is the profit of the bank which is acquired after
all expenses and costs are deducted but before any taxation. It indicates the operating
profitability of the bank.

(2) Profit Before Tax (PBT) = Operating Profit + Non-Operating Income - Non-Operating
Expenses - Interest Expense

Table 5: PBT
PBT (BDT) 4,948,012,992 5,609,905,000 5,916,070,659 5,177,387,738 2,145,390,000
Growth - 13.38 5.46 -12.49 -58.56

(%)

20

PBT (BDT) Growth (%)

10

-10

-20

-30

-40

-50

-60
-70
Figure 4: PBT Growth
The table shows that the trend for Profit Before Tax is lower after improvement, thus, the

profitability from operations was lower than before. Earnings from Pre-tax income
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decreased, therefore, signifying a lower level of the bank’s income in relation to
the operating expenses. Lower PBT means that the bank’s overall profit after tax would

also be lower.

4.3.2.3. Effective Tax Rate
The Effective Tax Rate (ERT) measure the percentage of the profit before tax that is as

tax. It provides more accurate picture of the banks tax burden than tax expense alone.

( 3) ETR = (Tax Expanse / Profit before tax) * 100

Table 6: ETR
Tax Expense 2,090,815, 2,432,734,000 1,892,059,505 2,492,301,451 1,537,586,000
149
PBT 4,948,012, 5,609,905,000 5,916,070,659 5,177,387,738 2,145,390,000
992
ETR (%) 42.26 43.37 31.98 48.14 71.67
ETR (%)
80 71.67
70
60
48.14
50 42.26 43.37
40 o 31.98
30
20
10
0
2019.5 2020 2020.5 2021 2021.5 2022 2022.5 2023 2023.5 2024 2024.5

Figure 5: ETR Growth

The effective tax rate shows an overall increase tax burden which means larger portion

of the bank’s re-tax earning was paid as tax. A higher effective tax rate reduces earning,
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limits funds available for business expansion. and negatively affects overall profitability.
This indicates that taxation had a considerable influence on the bank’s performance.

4.3.2.4. Profit After Tax
Profit after tax represents the final earning available to shareholders after deducting all

operating expense and taxes. It is a key indicator of bank’s financial performance.

(4) Profit After Tax = Profit Before Tax — Total Tax Expanse

Table 7 PAT
PAT 2,857,197,843 3,177,171,000 4,024,011,154 2,685,086,287 607,804,300
(BDT)
Growth - 11.2 26.65 -33.27 -77.36
(%)
PAT (BDT) Growth (%)
40 26.65
20 11.2
0 | ‘ ‘
0 |
2020 2021 2022 ‘ 2023 | 2024
20 |

-40 3327

-60

-80
-77.36

-100

Figure 6: PAT Growth

The table indicates an overall decline in profit after tax, which suggests that the bank
retained a smaller portion of its earnings after meeting tax obligations. Lower after tax
reduces shareholders return, weakens internal capital generation and limits the bank’s

financial flexibility for future investment and growth.

Profitability Analysis
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4.3.2.5 Net Profit Margin
Net profit margin measures the percentage of revenue that remains as net profit after tax
deducting all operating expenses and taxes. It reflects the bank ability to covert revenue

into profit.

(5) Net Profit Margin = (Net Profit / Revenue) * 100

Table 8: NPM
NPM (%) 13.95 12.8 14.11 9.19 1.67
NPM (%)
16 13.95 14.11
14 12.8
12
10 9.19
8
6
4
> 1.67
o [
2020 2021 2022 2023 2024

Figure 7: NPM Growth

The Net Profit Margin demonstrate an overall decline in profitability, indicate that a smaller
proportion of revenue was convert into net earnings. This reflects reduce cost efficiency
and the combined impact of lower operating performance and taxation, ultimately weaking

the bank’s ability to generate profit from its revenue.

4.3.2.6. ROA Growth
Return on Assets measures the bank’s ability to generate net profit from its total assets.
It indicates how efficiently the bank utilize its assets to produce earnings. A higher ROA

reflects better assets utilization and stronger financial performance.
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( 6) ROA = (Net Profit / Total Assets) * 100
Table 9: ROA

ROA (%) 0.58 0.56 0.64 0.39 0.08
ROA Growth %

2020 2021 2022 2023 2024

Figure 8: ROA Growth

The table shows overall declining trend in ROA, indicating that UCB PLC became less
efficient in generating profit from its total assets over the study period. The decreasing
ROA suggests that the bank’s asset base was not producing proportional earning, reflects
weaker operational performance. Lower net profit, together with a higher tax burden,
reduced the bank’s ability to utilize its assets effectively, resulting in lower overall
profitability.

4.3.2.7 ROE Growth

Return on Equity measures the profitability generated from shareholders’ equity. It
indicates how efficiently the bank uses shareholder’s investments to generate net
earnings. A higher ROE represents stronger financial performance and greater value

creations from shareholders.

(7) ROE = (Net profit / Shareholders Equity) * 100
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Table 10: ROE

ROE (%) 8.15 8.49 9.83 6.27 1.45

Figure 9: ROE Growth

The table shows an overall investemnts decilne in ROE, suggesting that UCB generated
lower returns from shareholders investemts over the study period. A reduction in ROE
reflects weakend profitability and a lower capacity to create value from shareholders. The
combined effect of declining net profit and an increasing tac burden reduce the bank’s

retirn on equity, making it less attractive from an investor’s perspective.

4.3.2.8 Comparative Analysis of Financial Performance with other Banks

Table 11 Comparative Analysis

Revenue 24.77 34.16 22.38 33
Growth (%)

PBT Growth @ -58.56 28.51 32.33 116
(%)
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Net  Profit -77.36 53.93 -79.72 66
Growth (%)

Effective Tax  71.67 38.33 96.31 48.19
Rate (%)

Net  Profit 1.67 31.25 0.98 20.61
Margin (%)

ROA (%) 0.08 1.36 0.08 1.3
ROE (%) 1.45 13.87 0.84 16.09

- Comparative Growth Performance

116
100
66
53.93
>0 24.77 34.16 5851 I 57,38 3233 33 I
., . L] mB ]
[ ] .

UCB PLC Prime Bank Southeast Bank BRAC Bank
R O
-58.56
-100 -77.36 -79.72

W Revenue Growth (%) B PBT Growth (%) M Net Profit Growth (%)

Figure 10: Comparative Growth Performance

The graphs compares the growth performance of the 4 commercial banks using revenue,
PBT, Net profit grwoth. While UCB PLC achieve postive grwith, it experienced a
substential decline decline in both profit before tax and net profit. This indicates that
increased business activity did not results in hiher earnings, suggesting that rising

expenses and a relatively hugher tax burden reduced overall profitability.

In contast, Prime Bank and Brace Bank demostrated positive grwoth in all indicators,
reflacting stronger operational performance and better profit generation, imdicating that

factors beyond revuneue growth can affect peofitability.

Overall, the graph demonstrtes that revenue grwoth alone is not sufficient to improve

financial performance. The ability to control cost, maintain operational effiency and
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manage taxation effectively plays a critical role in converting revenue into sustainable

profit.

Comparative Profitability and Taxation Ratios
120
100
80

60

40
: . = - B =

UCB PLC Prime Bank Southeast Bank BRAC Bank

W Effective Tax Rate (%) H® Net Profit Margin (%) B ROA (%) ™ ROE (%)

Figure 11: Comparative Profitability and Taxation Ratios

The graph illunstated the differences in txations and profitability among 4 banks recorded
a relatively high effective tx rate compared to Prime Bank and Brace Bank indicators,
including NPM, ROA, ROE, the the two leading competitors.

Although Southeast Bank experienced the high effective tax rate, UCB PLC also showed
comparatively wrak peofitability despite maintaning business growth. This suggests that
a higher tax burden, togater with lower operating effiency, reduce the bank’s ability to
generate profit from its revenue, assets and shareholders’ equity. Overall the graph
supports the finding that taxation is an important factor affecting profitability, but sustaible
fincial performance also depends on effective operational magament and effiecnt use of

resources.
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Chapter 5: Conclusion and Key Fact
5.1 Recommendation

= Enhance tax planning and compliance practices to reduce the impact of taxation
on the bank’s profitability while maintaining full compliance with regulatory
requirements.

= Reduce operating costs and improve the efficiency of business processes to
improve pre-tax profitability.

= Broaden the revenue base by growing fee-based and digital financial services and
decreasing dependence on traditional interest income.

= Improve profitability measures like ROA and ROE by increasing asset and capital
efficiency.

= Benchmark financial and operational practices of the top competitors especially
Prime Bank PLC and BRAC Bank PLC to identify areas to improve profitability and

overall performance.

5.2 Key Factors

The internship at UCB PLC provided exposure to taxation, financial reporting and banking
operation within the Finance Division. The experience helped me to understand that while
taxation affects bank’s profitability, operational efficiency, cost management and effective

financial planning are equally important for achieving sustainable financial performances.

5.2 Conclusion

This study looked at how taxes affected the profitability of UCB PLC. It did this by checking
the company’s performance from 2020 to 2024. The study checked financial numbers like
Revenue, Profit Before Tax, Profit After Tax, Effective Tax Rate, Net Profit Margin, Return
on Assets and Return on Equity. It found out that even though UCB PLC made money
each year it actually made less profit because it had to pay more taxes and its operations

did not do as well.

The study also compared UCB PLC to banks like Prime Bank PLC, Southeast Bank PLC
and BRAC Bank PLC. It showed that UCB PLC did not do well as these other banks when

it came to making a profit even though they all followed the same rules.
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The study says that taxes had an impact on UCB PLCs profitability. It reduced the money
the bank made after taxes. Made its profitability numbers weaker.The study also says that
taxes were not the only reason, for the bank’s financial performance. How well the bank
operated, managed its costs. Used its assets and equity also mattered. So, to make
money in the long run and stay competitive in Bangladeshs banking sector UCB PLC

needs to do better operationally and plan its taxes wisely while following the law.
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Appendix-A

UCB o

Appendix

Human Resources Management Division

No.CO/HRMD/Intern-JF-21/181/2026 February 15, 2026

Ms. Nusrat Sultana Lamia
UCB Intern

E-Block, R# 2, H# 7, Banasree
Dhaka, Bangladesh

Subject: Appointment as Intern

1.

Dear Ms/Mr. Nusrat Sultana Lamia,

We are pleased to offer you an appointment as an Intern (under special responsibilities) at United
Commercial Bank PLC (UCB) under the Human Resources Division, effective from February 16, 2026.
This appointment is made subject to the

ing terms and conditi

Tenure: Your internship will be for a period of three (03) months, commencing from date of

your joining.

Remuneration: You will receive a c T of BDT 8000/- {Eight

Thousand Taka Only), which will be ble after ded of taxes, if any.

Work Hours and Reporting: You will be required to follow the official working hours of the

Bank and report to your designated supervisor/mentor as assigned by the HR Division.

Nature of Internship: This internship is purely a temporary. It does not guarantee any

employment with UCB.

Confidentiality: During the internship, you may have access to confidential and sensitive
You are exp d to in strict fi lity and not disclose such

information to any third party.

Conduct and Compliance: You shall comply with all policies, rules, and regulations of the Bank

and maintain the highest standards of discipline and pr conduct throug your

internship.

Termination: The Bank reserves the right to discontinue your internship at any time without

assigning any reason, by providing prior notice. Similarly, you may resign from the internship

by giving prior written notice of at least seven (07) days.

‘We welcome you to United Commercial Bank PLC and hope that your internship experience will be
enriching and mutually beneficial. Please sign and return a copy of this letter as a token of your
acceptance of the above terms and conditions.

With best wishes,
Sincerely,

Tahsin Jalil Chowdhury
First Vice President, HRMD
United Commercial Bank PLC

United Commercial Bank PLC
Corporate Office: Plot-CWS(A)-1, Road No-34, Pagelof1

Guishan Avenue, Dhaka—1212, Bangladesh,
Phone: +880—-2-55668070, +8809610999999, E-maik info@ucb.combd
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Appendix-B

D @
Certificate of Completion y

Tons
Nusrat Sultana Lamia 776 uce P =St

has successfully completed her apprenticeship at UCB Fintech Company Limited
(8=13), serving from May 17, 2026, to June 07, 2026.

We found Nusrat Sultana Lamia an enthusiastic learner and a dedicated person. We
wish all the best for her future endeavors.

T

Arpon Kumar Saha
Head of HR & Admin

Juna 07, 2026

Appendix-C

Tax Expense Independent Annual tax expense reported in the
financial statements

Effective Tax Rate (ETR) Independent Tax Expense + Profit Before Tax x
100

Return on Assets (ROA) Dependent Net Profit + Total Assets x 100

Return on Equity (ROE) Dependent Net Profit + Shareholders' Equity x
100

Net Profit Margin (NPM) Dependent Net Profit + Revenue x 100
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