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Fresh levies on raw material

'!ﬂi_l,Jl;- -1 %

Zero-rated sectors to hold
countrywide protests

RECORDER REFORT

KARACHI: Five zero-rated
sectors have announced coun-
trywide protests against imposi-
tion of 2 percent sales tax and
five percent withholding tax on
impon of raw material.

Addressing a joint press con-
ference at PHMA House on
Wednesday, representatives of
five zero rated sectors associa-
tions announced that ther deci-
sion to hold first protest today
{Thursday) at Karachi Press
Club. “All industries of five
2ero rated sectors will be com-
pelled 1o go on strike, if SRO
1S4(F)/2013 dated 28th
February, 2013 is not with-
drawn by the Federal Board of
Revenue in two days, they
added.

The joint press conference Was
addressed by Pakistan Hosiery
Manufacturers Association
Chairman Jawed Bilwani,
Pakistan Leather Garment
Manufacturers and Exporters
Association Chairman Fawad
ljaz, Pakistan Towel
Manufacturers Association
Chairman Mehiab Chawla,
Pakistan Bedwear Exporters
Association Chairman Zain
Basheer, Pakistan Readymade
Ciarment Manufaciurers and

f:-_'xpnr!::rs Aszsociation Zonal
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Chairman Shafig, Kamran
Chandna, Jabbar Ghajiani, Amir
Hyder But and others.

They said last week the FBR
officials met the representatives
of zero rated sectors and agreed
fior one porcent sales tax on 2ero
rated sectors, however after lwo
days, they regretted to minimise
the tax rate. “The FBR is even
not complying 1o the directives
of Finance Minister Saleem
Mandviwala as he has also
asked the FBR to reduce the
sales tax up to 0.5 percent,”
they said.

“We have requested the FBR
for amendment to SRO
1125(1)201 1 of 3ist December,
2001 by fixing 0 percent sales
tax for the five z¢ro rated sec-
tors for registered persons and 2
percent  for unregistered.
However, the FBR has clearly
refused o accept the demand,™
they added.

The FBR’s negative attitude
has forced the domestic industry
to take 1o streets. Another

‘pationwide joint meeting of the

representatives of the valued
added wextile and zoro rated sec-
tors will be held in Faisalabad
on Saturday to finalise protest
strategy against the FBR's anti-
industiry attiude, they said.

“It seems that the FBR wanis

to discourage industrialisation
and encourage corruption by
imposing tax on genuine per-
sons,” they pointed out, The
recent steps taken by the FBR
give a strong feeling that the
government and the FBR want
to crush and damage exports of
the five zero rated sectors, they
said and added that it is all the
more surprising that none of
these critically imponant sectors
and major stakeholders was
consulted before issuing the
SRO. Most ironically, the yam
dealers were taken on board
which is surprising.”

“We are unable to undersiand
as 1o why the federal govern-
ment at the end of its tenure is
taking such decisions which
will seriously affect the vital
sectors - the zero rated export
sectors - despite the fact that all
these sectors are generaling
huge foreign exchange and pro-
viding-employment in the coun-
try,” they said.

The FBR officials feel that
without refunds process their
existence is at stake. They
should, on the contrary, spread
their tax net to bring in more
taxpayers rather than punish the
EETIUINE [AXpaycers.

Export sector is already fac-
ing difficuliies due 1o delay in
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refund claim and as per esti-
mates some RsG0 billion have
been held up by the FBR on
account of sales tax refund
claims, DLTL claims and cus-
tomn rebates, they said. It result-
ed in severest ever liquidity
crunch coupled with high tariff
of utilities, severest-ever load-
shedding, high cost of doing
business and deteriorating law
and order situation. All this is
greatly harming their ability to
increase the country's export,
they added.

They said exporters are bat-
tling for their survival in the
global market. “The federal
governmeni is well aware of all
the issues facing the industry,
but unfortunately it is not sup-
porting the ailing industry,”
they said.

The country™s industry needs
a bailout package, while on the
contrary, the government is tak-
ing harsh measures such as
SRO 154, which will definitely
harm the overall expons.

They urged the government
and the FBR 1o immediately
amend SRO 1125(1W2011 of
3lat December, 201 1 and with-
draw SRO 154, if they are seri- |
ous about saving the export-ori-
ented industries and the
bone of economy.
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- Controversiél SROs

Export

sectors

threaten strike

By Parvaiz Ishfaq Rana

KARACHI, March 13: All the five eXport-ori-
ented industries have threatened to go on a
strike if government fails to withdraw three
controversial SROs withdrawing their zero
rated status from sales tax. ,

A largely attending meeting held on
Wednesday at PHMA House of the five sectors,
including leather garments, value-added tex-
tile, sports goods, surgical and carpet, urged
the Federal Board of Revenue to immediately
do away with the refund system as it would pro-
mote corruption and harm country’s exports.

- These leaders said that the FBR chairman in
the last meeting had agreed that the refund
system would promote corruption and status of
zero rating from sales tax of the five exports-
oriented industries would be restored.

However, they said the FBR chairman, Ali
Arshad Hakeem, did not fulfill his commitment
and seems to be helpless in front of bureaucra.
cy which would like to keep such a system intact
where corruption could be easily made.

All the five export-oriented industries, they
said, had suggested to the FER to amend SRO
1125 of 2011 wherein all registered persons in
the sales tax should be allowed to enjoy zero-
rating but those not registered should be asked
to pay nominal non-refundable tax at two per
cent. '

These leaders said that the recendy issued
SRO 154(1)2013 withdrew their zero-rated sta-
tus from sales tax but at the same time main-
tained status for spinners and it was not only
discriminatory but also indicates that some
under-hand dealing may have taken place.

They accused the FER officials of discourag-
ing those who are registered with sales tax and
are encouraging un-registered persons to pro-
mote corruption in the entire taxation system.

These leaders said that the chairman of
Public Accounts Committee, Nadeem Afzal
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Gondal, in a recent meeting directed the FBR
to refrain from issuing SROs without the
approval of the National Assembly.

Mr Gondal informed the committee mem-
bers that tariff and duty adjustments could
only be done by the parliament.

The leaders of five export-oriented indus-
tries said that they are against SRO culture
because it does not only promote corruption,
but also gives a message that some sort of
underhand dealing had taken place between
FBR officials and beneficiaries.

The participants were critical of government
policies and said that it seems that a deliberate
attempt was being made to destroy the export-
oriented industry.

These leaders further said that instead of
consulting the real stakeholders, the FER took
into confidence those industrial sectors who
sell their goods to unregistered persons.

These leaders said that the five export-ori-
ented industries are major foreign exchange
earmer for the country and provide employ-
ment to a very large segment of work-force,

Even today, they said, the FBR had to pay
around Rs60 billion to these five sectors
agajnst sales tax refunds, DLTL (drawback on
local taxes and levies), and customs rebate
which has created liquidity crunch for the
export sector.

The high tariffs of utilities' and power and |
gas outages have already crippled the industry
and deteriorating law and order situation is
causing flight of capital at a large scale.

They complained that the Eovernment,
instead of facilitating export-oriented industry
to keep it competitive in the world market, is
discouwraging them and putting unnecessary |
burden. They wrged the FBR chairman to
immediately withdraw SROs 140, 98 and 154
issued recently.




. By Javed Mirza

KARACHI: The market is wit-
nessing shortage of raw materi-
als for the value-added textile
sector, particularly polyester
yarm, as importers have stopped

of the uncertainty regarding new
taxes.

Javed Bilwani of Pakistan
Hosiery Manufacturers Associa-
tion (PHMA) said that around
1,200 containers of raw materials
were stuck at the port and im-
porters failed to get them
cleared, 25 there had been no no-
tification of reducing five per-
cent withholding tax on raw ma-
terial imports as committed by
the chairman Federal Board of
Revenue (FER).

The export-oriented textile
sector is facing shortage of raw
materials including yarn, dyes
and chemicals etc., while the
prices of these items have also
surged, exporters said.

The FBR in February end im-
posed a flat five percent with-
holding tax en all raw materials
import and ended the zero rafing
regime umposing two percent
value-added tax on supply chain.

However, the chairman FBR
assured the industrialists that

THF NEWS
{ & MAR 2013

~,
i : JJ'i- is

clearing their shipments because :;'-.

¢ Almost 1,200
{ containers of
raw materials
| are stuck

5 at the port

¥ —Javed Bitwani
duced to one percent but a noti-
fication has vet to be issued sub-
sequently.

Bilwani said that there was
an extreme anarchy in Islam-
abad and there was no order.
“The chairman FBR was not fol-
lowing the orders of minister,
members FBR were not obeying
the chairman while scores of
files are being signéd and moved
without any protocol,” he added.

Zain Bashir of Bedwear Asso-
ciation said that imposing sales
tax on the five zero-rated sectors
and refund mechanism was
clearly a tool for corruption.

He quoted FBR officials as
saying that if the refund system
was eliminated, there would be
no charm in serving at FBR.
Fawad Ejaz of Leather Gar-

/' Textile exporters facing
shortage of raw materials

ments Manufacturers and Ex-
porters Association- said that
there was a fix rate of bribe for
availing refunds, adding that the
rate of bribe for income tax re-
funds was 20 percent of the total
claim, 10 percent for sales tax re-
funds, and five percent for cus-
toms rebate. Mehtab Chawla of |
Towel Manufacturers Associa- |
tion said that government was
encouraging export of raw mate-
rials and discowraging export of |
value-added textile products.

The exporters were of the
opinion that FBR was favouring
the ered sectors and was
burdening the already docu-
mented economy. They said that
policies and statutory regulatory
orders (SROs) were being
framed without the consultation
of actual stakeholders.

Bilwani said that the value-
added textile export sector
would convene a meeting after
two days and formulate the strat-
egy forward. :

To a question; he said that if
the controversial SROs were not
withdrawn and zero-rating |
regime was not restored, they |
would go for complete strike. |

He further said that they .
might consider shifting their |
businesses abroad in case their
grievances were not redressed,

\Eilimf these taxes would be re-
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