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Textile exporters to

\

face serious liquidity
problems under RGST

TAHIR AMIN

ISLAMABAD: Pakistani
exporters of textile sector would
face serious liquidity problems
under the new standard 15 per-
cent sales tax payment regime of
Reformed General Sales Tax
(RGST) as compared to
Bangladesh, China and India
where exporters have no issues
of accumulation of refunds.

Textile exporters told
Business Recorder here on
Monday that the textile manu-
facturers-cum-exporters of
Bangladesh, China and India
have no problems of blockage
of sales tax refunds. No sales tax
is applicable in the said coun-
tries on export of textile goods.
Raw cotton is exempted from
sales tax in regional counties. At
the same time, zero-rating facili-
ty to textile sector has averted
liquidity problems in India,
China and Bangladesh.

The entire supply chain of tex-
tiles in these countries does not
pay any tax. Similarly, there is
no system to first take sales tax
from the textile units for later
payment of the same amount
after export of textile products.
There are no taxes on exports
due to proper zero-rating facility

applicable in the said countries.

The textile sector zero-rating
was a conscious decision taken
by the government. Textile sec-
tor is maintaining all kinds of
documentations under the zero-
rated regime. The FBR has pro-
posed to impose 15 percent sales
tax on textile sector by taking
away the zero-rating facility. If
the purpose of the new system is
to collect tax and then refund the
whole amount under the RGST,
there would be no need to go
through the cumbersome process
of collecting GST for refunding
the same amount. Such practice
is not applicable in India, China
and Bangladesh and only results
in liquidity crunch for the textile
units. Textile exporters further
said that worldwide cotton pro-
duction stands at 118 million
bales against 120 million bales of
requirement. Value added pro-
duction of textile sector stands at
$ 600 billion of which apparel
production is $ 400 billion per
annum while Pakistan’s cotton
production stands at 11.3 million
bales and apparel textile exports
were $ 3.2 billion, which is less
than one percent of the total pro-
duction.

India cotton production stands
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at 30 million bales with 25 per-
cent surplus exported while its
share in apparel production
export stands at $ 11 billion.
China produces 32 million bales
and imports 18 million bales to
meet its domestic requirements
and value added production
stands over $ 130 billion which
1s 32 percent of the total value
added production. Bangladesh
produces 4 percent of the value
added textile worth $ 16 billion.
At present Pakistan is fast los-
ing its share in the global gar-
ment market because of high
costs of production. Garments
exports from Pakistan’s tradi-
tional competitors in the region -
Bangladesh, China and India
have picked up dramatically
because the exporters of these
countries are getting incentives
from their respective govern-
ments. At present the major
thrust of garment exports from
Pakistan is to the USA market.
The European Union is the sec-
ond largest market for garment
manufacturers from Pakistan.
Imposition of RGST would
make it more difficult for the
textile exporters to survive, as

their cash flow would be nega-
tively affected. /
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End of GST waiver

Exporters threaten
to go on strike

KARACHI, Dec 6: All the
five export-oriented sectors of
the industry have threatened

' to go on an indefinite strike if

the government moves ahead
by withdrawing sales tax ex-
emption and introducing the
refund system again.

The leaders of these sectors
claimed that 75 per cent or
¢15 billion worth of exports
are contributed by them and
if the refund regime was put
in place, it will be a total dis-
aster for exports.

In a joint press briefing
held at the PHMA House here
on Monday leaders of these
industries belonging to textile
value-added sector, leather
and leather goods, sports, car-
pets and surgical instruments
warned the government to re-
frain from introducing refund
system, which had miserably
failed in the past. °

These leaders warned the

| government that the decision

will open up floodgates of cor-
ruption and deprive the ex-
port- oriented industries from
the much needed liquidity.
Welcoming the legislation

i of the reformed general sales

tax (RGST) bill the leaders
warned that if changes were
not made in the draft the FBR
would lose its powers to even
make minor changes.

They pointed out that for
passing any bill a simple ma-
jority is required but for mak-
ing any amendment in the law
or act two-third majority is
needed and this would mean
that even the finance minister
would not be able to make
any changes once the RGST
bill is passed by the National
Assembly.
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By Parvaiz Ishfaq Rana

Therefore, these leaders
stressed upon the need that
FER should retain some pow-
ers to bring in day-to-day and
minor changes in any act
passed by the legislators.

The leaders of the five sec-
tors who attended the press
conference were: Zubair Moti-
wala, Fawad [jaz Khan (Plg-
mea), Tanveer Muzaffar (car-
pets), Wagar Amin (surgical)
and Sohail Yaqoob Mehr
(sports) who addressed the
media on telephone from
Sialkot.

They said these sectors
were already documented
and are being officially audi-
ted. Therefore, it is wrong to
say that refund system is be-
ing introduced to document
these sectors.

Similarly, these leaders re-
futed the FBR claim that
these five sectors were ex-
empted from sales tax and
said that if it was true then
why in first place they collect
the sales tax and then refund
it.
They alleged that the bu-
reaucracy was misleading the
government and the legisla-
tors by saying that the export-
oriented sectors are exemp-
ted from sales tax. This is not
true as they pay sales tax and
then apply for refund.

They demanded that the
2005 sales tax regime on five
zero- rated sectors should be
maintained, which will not on-
ly save the industry but also
ensure due collection of sales
tax by the FBR.

They said that the industry
was not against the RGST but
was not at all in favour of rein-
troduction of a failed and cor-

rupt system of refund, which
had damaged exports and the
government revenue.

Our Staff Reporter adds
from Lahore: A special com-
mittee constituted by the
National Assembly  Standing
Committee on Finance will
meet in Islamabad on Tuesday
to examine implications of im-
plementation of reformed
general sales tax (RGST)
on export-oriented textile in-
dustry.

The five-member commit-
tee headed by Ms Shahnaz
Wazir Ali has summoned All
Pakistan Textile Mills
Association (Aptma) chair-
man Gohar Ejaz and Federal
Bureau of Revenue (FBR)
chairman Schail Ahmed for
hearing.

The other members of the
committee include Shahid
Khagan Abbasi, Faisal Saleh
Hayat, Kashmala Tarig and
Abdul Rashid Godil.

The committee was consti-
tuted in response to a de-
tailed representation from
the Aptma leader before the
standing committee last week
against implementation of
RGST at all stages of the tex-
tile chain.

According to Gohar, the
continuity of textile industry’s
zero-rating was crucial if the
government wanted to boost
exports, attract fresh invest-
ment and create more jobs.

“We are not against imposi-
tion of RGST for collection of
revenue. What we are sug-
gesting is a mechanism where
intermediary processes -
from cotton to finished fabric
~ continue to enjoy the zero-
rated status”.
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S zero-rated export sectors
oppose RGST

RECORDER REPORT should continue to support the
KARACHI: Representatives of five sectors.
five zero-rated export sectors on  Casting doubts, he said, the
Monday opposed government’s government was unnecessarily
move to pass the Reformed insistent to introduce the new but
General Sales Tax (RGST) Bill “unchecked” sofiware or comput-
2010 from the parliament. erize system for RGST refunds.
“Once the tax law comes into  He said 75 percent exports were
being will give a free-hand to made by these five units with
FBR officials to raid whatever more than 60 percent employment
exporting units they want,” generation. “In textile sector,
Chairman, Council of All value-added textile sector provides
Pakistan Textile Associations 90 percent jobs while spinning and
(Capta), Zubair Motiwala, said ginning sectors jointly generate 10
during a joint press conference of percent employment,” chairman
five zero-rated exporting sectors Capta said
" P s LTI apta
The zero-rated exporting sec- tor had sought several times a
tors include; value-added textile meeting with the Finance
sector, sports goods manufactur- Minister but failed, whereas, he
ing sector, surgical instruments regretted, the minister was report-
manufacturing sector, leather and edly holding talks with Aptma.
carpet producing sectors, “Amendments to the RGST
Motiwala showed distrust over law in parliament will need
the proposed tax refund system, majority vote, which is a tedious
which would become functional and time consuming process,”
with the passage of RGST draft Motiwala said.
law from the parliament, saying  He said the five zero-rated tex-
that 90 percent capital of the tile sectors were already regis-
exporting units would backlog tered with tax offices and there
with tax collectors as refund. was no need of brining them
He alleged that the government again into such process.
had backed out of its all pledges  The move will increase corrup-
made in meetings regarding tion during export stage while
RGST during the last six months, exporters would increase over-
saying that the zero-rated regime invoicing and miss-declarations
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He said value-added textile e

of consignments to render the
system ineffective.

Chairman Pakistan Leather
Garments Manufacturers and
Exporters Association, Fawad
ljaz Khan expressed doubts the
new tax refund system would not
be able to function for more than
two months and would returmn to
manual process.

He said his association mem-
bers’ RGST refunds of two
months would touch Rs2 billion
mark which would bring their
businesses to a grinding halt.

..Chairman Pakistan, Carpet

Manufacturers and Exporters
Association, Tanveer Muzaffar
urged the government to continue
the 2005 regime of *“no payment
and no return”. He said the pro-
posed tax system would lead the
running businesses to closures.
Coordinator Value-added
Textile Forum, M. Javed Bilwani
announced all the zero-rated
exporting sectors would go on
strike if RGST was imposed.
Junaid Makhda, Rafig Godel,
Javed Chinoy, Khawaja Usman
and Syed Usman Ali raised ques-
tions over RGST, while Sohail
Yaqoob Mehr via cell phone
from Sialkot expressed his views
on the proposed tax and its
impact on the industrial output
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Protest Walk on 11th

574

PTA endorses decision of PHMA

KARACHI: Chairman,
Pakistan Tanners Association
Khurshid Alam endorsed the
decision of Pakistan Hosiery
Manufacturers Association
(PHMA), which has been sup-
ported by Lahore Chambers of
Commerce & Industry for the
peaceful “Protest Walk™ from
Lahore Chamber’s Office to

Governor House, Lahore pro-
" posed to be made on |1th
December, 2010 at Lahore, if

..'._ LT

the government withdraw zero
rating facility by imposing
Reformed General Sales Tax
(RGST) & Flood Surcharge.
The chairman PTA also stated
in a press statement that PTA,
which is a recognised trade bﬂd}'
in Pakistan representing the con-
glomeration of genuine manu-
facturers & exporters of finished
leather of all sorts and con-
tributes 5% to the country’s
GDP is presently enjoying zero

rating facility may also join the
peaceful “Protest Walk™ on pro-
posed date 11.12.2010 against
the imposition of RGST & flood .
surcharge, which would hope-
fully this time yield the desired ,
objectives to convey the deep
resentment of the business com-
munity to the government of '
Pakistan to the proposed imposi-
tions, which are undoubtedly.

harmful to the leather indust
too.—PR }
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M Imran Sharif

KARACHI: Removal of the 2005 sales tax regime on five zero rated sectors is a prescription for corruption
and disaster to economy with no gain to the national economy, this was stated by Pakistan Hosiery
Manufacturers Association at a press conference held here.

It was expressed that this is indeed a matter of great irony that before taking a vital decision of imposition of
Reformed general Sales Tax (RGST), the government failed to consult the stakeholders as such consultations
are imperative. It is really apathy that the Government is bent on repeating the mistake of collecting sales tax
and then returning which is taking the exporters to the dark ages.

RGST proposes withdrawal of the 2005 Sales Tax Regime for the five zero rated sectors from 5 export
oriented sectors which is against the policy of the Government, wherein any sector with 80 per cent or more
of the country’s production being exported cannot be subjected to Sales Tax for the simple reason to avoid
depositing and refunding without any significant gain to the national exchequer.

PHMA proposed that FBR generates revenue and get funds from other sales which are not paid back instead
of punishing the manufacturers-cum-exporters because sales tax is taken and then given back involving large
Government machinery which includes collectors, auditors and staff, for which the government has to incur
huge amount of money on such overheads.

We strongly feel that all the Pakistan Chambers and Exporters’ Associations — the major stakeholders should
be consulted for increasing taxes and such consensus is imperative to bring down the rising inflation as well
as increase in GDP.

btm Hhafinannialdailic somfmowe/mationalfroet-ica-nrecerintion-for-corruntion-phma-35719.aspx 12/7/2010
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KARACHI: Khurshid Alam, Chairman, Pakistan Tanners Association (PTA) endorsed the decision of
Pakistan Hosiery Manufacturers Association (PHMA), which has been supported by Lahore Chambers of
Commerce & Industry for the peaceful “Protest Walk™ from Lahore Chamber’s Office to Governor House,
Lahore proposed to be made on 11th December, if the Government withdraw zero rating facility by imposing
Reformed General Sales Tax (RGST) & Flood Surcharge.

Khurshid Alam, Chairman, Pakistan Tanners Association also stated in a press statement that Pakistan
Tanners Association, which is recognized Trade Body in Pakistan representing the conglomeration of
genuine Manufacturers & Exporters of Finished Leather of all sorts and contributes 5 per cent to the
country’s GDP is presently enjoying zero rating facility may also join the peaceful “Protest Walk” on
proposed date against the imposition of RGST & Flood Surcharge, which would hopefully this time vield the
desired objectives to convey the deep resentment of the business community to the Government of Pakistan
to the proposed impositions, which are undoubtedly harmful to the Leather Industry too.

The Chairman, PTA, Mr. Khurshid Alam articulated that Rs12 Billion of Leather Sector would stuck up in
tax refund money under export rebate, which is at present around 1'per cent and it seems well nigh
impossible in the existing mechanism that FBR could smoothly release GST refunds. To meet this shortfall
in working capital, exporters/entrepreneurs would proceed to Bank for financing its export for which mark-
up rate itself is on a parallel rise.

http://thefinancialdaily.com/news/national/pta-phma-to-protest-against-rgst-35112.aspx 12/7/2010
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