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KARACHI: Value-added
textile sector on Tuesday urged
Prime Minister Imran Khan to
immediately restore zero-rating
of sales tax (0%) No Payment
No Refund System to save the
very export industry.

Also, it appealed to the PM to
direct the FBR for instant
release of refunds otherwise
thousands of SMEs will close
down 1n next few months with
drastic downfall 1n country’s
exports and foreign exchange
carnings which will create an
economic fiasco affecting all
segments of the economy.

Addressing a joint press con-
ference at PHMA ‘house,
Chairman Pakistan Apparel
Forum, Muhammad Jawed
Bilwani said around 45 SMEs
of value-added textile units m
Karachi closed down due to
stuck-up liquidity in shape of
Sales Tax with the FBR.

He said the government’s
anti-business taxation policy has
compelled more than 45 SMEs
units for closure as their major

~working capital/liquidity has

been stuck up with the FBR.

Monthly exports of textile
USD 1.1 billion equals to Rs
171 billion, 1f we deduct 14 per
cent sales tax on Rs 171 billion,
it amounts to Rs 24 billion. In
just last four months of the cur-
rent fiscal year around Rs 96
billion of textile exporters’ lig-
uidity held up with the govern-
ment. Approximately, Rs 72
billion in shape of 14% sales tax
is stuck up m advance purchas-
es of raw material to meet the
future export orders.

Total Rs 168 billion of textile
exporters are held up in sales
tax in July-Oct 2019. Approx.

Rs105 billion of textile
exporters are pending ‘in old
sales tax refunds, customs
rebate, withholding, DLTL &
DDT Claims.

He said Promissory Bonds
worth of Approx. Rs 22 billion
against their Sales Tax Refund
claims prior to 1st July, 2019
are issued to exporters which
are useless as banks are not
accepting these bonds.
Accumulated amount of Rs 295
billion of textile exporters are
held up with the government.

Four months (33% of the
FY2019-20) have been passed
but FASTER system 1s not
100% operational and the gov-
ernment has failed to honour its
commitment to refund 1in 72
hours of filing of sales tax retun
and refund claims. Before abol-
ishing SRO 1125 - 0% sales tax
for five export oriented mdus-
tries — the government commit-
ted that sales tax refund claims
payments will be paid immedi-
ately after submission of GD
like Bangladesh Model and if
the government fails to make
swift payment to exporters and
unsuccessful in the implementa-
tion of new refund system in
three months, will restore SRO
1125 - zero rating of sales tax
(0%) - no payment no refund
regime for the five export sec-
tors. Later, the government has
introduced FASTER refund
system for five export sectors
by which sales tax refunds for
exporters to be paid within 72
hours. FBR also gave assur-
ances to exporters the new
refund system will be user-
friendly and refund will be
processed without human
involvement. However, this sys-
tem Is very cumbersome and

sector demands

of

complicated process. To crown
this all, rony of the situation is
that FASTER system 1s still
under-process and not complet-
ed yet.

Chairman (SZ), Pakistan
Hosiery Manufacturers &
Exporters Association, Khawaja
M Usman, Chairman, Pakistan
Cotton Fashion Apparels
Manufacturers & Exporters
Association, Ahmed Chinoy,
Chairman, Pakistan Cloth
Merchants Association, Haroon
Shamsi, Chairman, Towel
Manufacturers Association,
Kamran Chandna, Chairman,
Pakistan Knitwear and Sweater
Exporters Association, Shaheen
Merchant, Chairman, Pakistan
Denim Manufacturers &
Exporters Association, Arif
Lakhany, Chairman, All
Pakistan Textile Processing

Mills Association, Shaikh Safiq,

Central Chairman, Pakistan
Readymade Garment
Manufacturers & Exporter
Association also spoke on this
occasion.

They said 1t 1s a great wony
that FBR vide SRO 747(1)/2019
dated 9th July, 2019 has with-
drawn the exemption of sales
tax and federal excise duty on
buying of locally procured mput
goods by Export Onented Units
under SRO327.

The then Member Customs,
FBR during his visit to PHMA
in October, 2018 announced
that effective from January,
2019 onwards, Custom
Rebates shall be paid electroni-
cally with Export Proceeds as a
result of system automation,
however, the plan has not been
tutned into reality as currently
eleven months backlog 1s pre-
vailing.
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Rs100bln added to stuck-up sales tax refunds in 4 months

By Javed Mirza

KARACHI: Stuck sales tax refunds have

piled up to Rs100 billion since the govern-

ment withdrew zero-rated tax regime four

- months back, creating adverse financial cri-
sis for textlle exporters, a trade body chief
said on Tuesday.

Pakistan Apparel Forum  Chairman
Jawed Bilwani said more than 40 units have
been closed, as government contrary to the
claims failed to issue sales tax refunds,
which only in the last four months piled up

to Rs100 billion
| “A large number of our members have
stopped takmcf export orders, while other
associations have also reported similar situ-
ation,” Bilwani said, addressing a joint press
conference of value-added textile exporter
associations. “There would be a sudden and
significant decline in éxports in the coming
months only becaus,e of wrong policies o_f
the government.”

The entire-textile sector is suffering due
to severe liquidity crunch, wherein the ex-
port-oriented industrial units are shutting
dowm and textile millers are unable to meet

thelr operating expenses.

Contrary to the claims of government to
expeditiously process and make payments
against refund claims, sales tax refund
claims have reached Rs350 billion, of which
Rs100 billion had been accumulated since
the government ended sales tax zero-rate

- regime. Bilwani said Prime Minister Imran
Khan and the entire finance team had made’

this commitment that exporters-would be 1s-
sued refunds within 72 hours of filing of ex—

port goods declaration.

But, the Federal Board: of Revenue then '

came up with a Faster module to deal with
the exporters’ sales tax refunds. “The Faster
module has miserably failed and the author-
ities are in no mood to release our money,”
he added.

" Talking about the bonds issued by the

government against sales tax refunds, Bil-
wani said these were absolutely useless as
no bank was en-cashing them. “Based on
our experience we were convinced that the

refunds would not be released — which is
‘why we have been-demanding no payment.

no refund’ system.” “It is seems that Finance
Minister Hafeez Sheikh, Revenue Minister

Hammad Azhar Chairman FBR Shabbar
Zaidi and Govemor SBP Reza Baqir are in-
tentionally discouraging exports to fulfill
some kind of IMF's agenda,” Bilwani said.
The trade body’s chief said Pakistan

& & There would be a
sudden and signiticant
decline in exports in the
coming months because
of the government's

wrong policies e e

&4

"H-ll

could have taken advantage of trade conflict
between China and US, “but due to wrong
government policies, we missed this oppor-
tunity and our competitors like India, Viet-
nam.and Bangladesh made the most of it.”
Pakistan Cloth Merchants Association

Chairman Ahmed Chinoy said the working

capital of exporters is stuck with the gov-
ernment and there is no mechanism in plaee -
to release the fund. “Due to wrong policies
of the government, the export growth is
turning negative, which will be reflected on
trade balance as well as current account bal- |

_ance.”

The value-added textile exporters de-
manded of the government to re-implement
the ‘no payment no refund’ system to facili-
tate the exporters. They said if the zero-

rated regime is restored and industrial units

are prowded with uninterrupted utilities
there could be a 10 percent growth in ex-
ports every year. Meanwhile, All Pakistan |
Textile Mills Association President Amanul- ¢
lah Qasim said the exporters are faemg a
‘brutal’ liquidity crunch.

- “If the refunds are not released forth-
with, the industry would not be able to con-
tinue operations,” Qasim said in a separate
press conference. “We would not be able to |
pay employees and make payments of util-
ity bills this month”. .

Aptma demanded of the government to\
restore the sales tax zero rating regime to
save the textile sector from total eollapse.
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