KARACHI, March 1%
| Renewed efforts to iron out
differences between exporters
and the Federal Board of
Revenue (FER) over the sales
tax regime for export-oriented
industries failed when both
the sides met on Tuesday at
the PHMA House.

The FBR member Inland
Revenue Raza Bagir on Tue-
sday dashed from Islamabad
to Karachi to pacify agitating
exporters over the issue of
SRO 154.

The said SRO withdraws
policy of zero-rated status to
five export-oriented indus-
tries. |

The leaders of the affected
sectors that include value-
added textile sector, leather
goods, carpets, surgical and
sports goods told the member
Inland Revenue that they
would not accept the FER
position as they argued it
would promote corruption
and aggravate the liquidity
problem for export trade.

In the past, the FBR thrice
introduced refund system by
withdrawing zero-rated status
of export-oriented industry
but failed because it ended up
in resource drain more than
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FBR, exporters fail to
sort out dlfferences

By Parvaiz Ishfag Rana

revenue collection, these lead-
ers argued.

They believed that safe-
guards to exporters against
delays in payment of refunds
by fixing penalty equal to
bank mark-up rate would not
ensure timely settlement be-
cause of rampant corruption.

These leaders complained
that even today outstanding
refunds of billions of rupees
are pending before different
revenue collecting agencies at
federal and provincial level,
including FBR, Sindh Rev-
enue Board and Punjab Rev-
enue Authority.

They reminded the member
Inland Revenue Raza Bagir
that only 10 days back FBR
chainnan Ali Arshad Hakeem
in a meeting with the leaders
of the pvrivate sector agreed
to impose one per cent sales
tax on these sectors, but it has
been fixed at two per cent.

“The trust deficit between
business community and the
FEBR. is huge and we cannot
take any risk at such difficult
tumes when utility tanffs are
being enhanced frequently,
law and order situation is crif-
ical and profit margins have
fallen,” a leader said.

They further said tjlﬂt there
was a tough competition in the
world market where exporters
are mying to survive without
making much profit.

Responding to the appre-
hensions raised by business
leaders, the FBE member
Inland Revenue said that FER
wants 1o resolve issues amica-
bly and reminded that all over
the world only exports are
zero raed.

However, business dealers
said that FER's definition for
zero rating from sales tax is
different from what they

. know, therefore, if it means

that first we have to pay and
then get refund, the business
community totally rejects it
and would never accept this
definition.

They suggested that their
status of zero rating be main-
tained and the FBR should
strive hard to ensure growth in
the industry so that more rev-
enue could be generated.

The member Inland
Revenue asked the leaders of
five sectors to sit together and
try to frame suggestions on
the issue which would be
taken up in next meeting with
the team of FEBR.

e

et

L1

S

_l. 3 .._.-‘L-ul'&l".ﬁ __._:-_-.

!

\

A




¥ I "'.,u_a"'

BUSINESS RECORDER KARACHI WEDNESDAY 20 MARCH 2013 13

-

RECORDER REPORT

EARACHI: Negolialions
between Federal Board of
Revenue (FBR) and representa-
tivies of zero-ried expoit-onented
sactors remained inconclusive (o
make headway 1o seitling the
deadlock on two=pencent sales tax
impostion on Tuesday.

The imposition will stay
unchanged, however a mecha-
nismi the expor-oriented sectors
can propose to the FBR as how 1o
deal with refunds backlogs,
Member Inland Bevenue Raza
Bagir said at the meeting held at
PHM A House,

Scores of associations from
five zero-rated export sectors
attended the meeting with the
FBR official to reach a settlenment
on what they called a “sudden™
and “overnight™ imposition of
two-percent sales 1ax.

The mecting spanned for about
two howrs bul ended with a dis-
agreement nole, as Bagir insistod
on the justification of tax enforce-
ment. However, value-addod tex-
tile, carpet and leather exporting
seciors showed  resentment
aainsi the tax.

Rara Bagir was also surprised
over the presence of print and
electronic media as he claimed
the meeting was called on his
request but did not know of unex-
pected greater number of pres-
ence of industries representations
to reply their questions and con-
SCms.

Replying o the guestions of
export Sectors representatives,
Bagir made it clear that the #ero-
rale export sector meant what the

Issue of 2pc ST 1imposition

Talks remain inconclusive

Sales Tax Act of 1990 descnibed,
He assured the siakeholders that
the zero-rated regime for the five
exporing sector would continue
untaed,

He claimed the two-percent
taxation was nol sudden, saying
after rounds of formal and infor-
mal negotiations beiween the
FBR and exporting seciors, the
tax wirs announced 10 collect rev-
enue nod less than refunds.

He pointed out that the FBR
had made Bzl 6 billon @ax colkec-
tion but paid Rs18 billion in
refunds against the claims, plung-
ing its revenue by Rs2 billion. “In
the last six months, the FBR ool-
lected Rs1.1 billion and paid Rs6
billion in refunds,” he added.

Howewver, he was unable 1o
name those who received tax
refunds against fake claims.
Chairman Pakistan Hosiery
Manufacturers and Exporters
Association (PHMA)
Muhammad Javed Bilwani called
upoa the FBR to spare the 80 per-
cont tax paying documenied tex-
tile sector from the sales tax
imposition,

Bagir said the FBR intended to
expand its tax base through the
fax imposition on the retail busg-
nesses of texdile inthe country as
its consumers were nearly 180
million

He said the E BE had LHEIHF!-L'd
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textile sectors fram the tax
threads as a notification was
about o issue anytinee. He main-
taimad there would be b refund
s for the rero-rste sectons 1Fa
mutually agreed mechanism was

evolved,

“We are open to all sorts of
propositions by the stakeholders
how to continue the tax refund
flow unstopping as it could be
through Customs collectorate as
well if RTOs and LTOs are not
trusted,” he said.

He agreed that the RTO and
LTOs were “unnecessarily™
holding back the refunds of tax-
pavers just to show their better
collection by the Tecal vear end,
and said reflunds of laxpayers
should be provided 1o them
imirnedhately.

Member Inland Revenue said
worldwide povernments did col-
lee taooes: from expon sectons and
then refund them just o nun their
daily businesses. He said export-
ing sectors were globally exempt-
ed from sales tax,

He told the mecting that the
impaosition of two-percent sales
tax was the decision of govem-
meent and not the FBR. He how-
ever did not agree 1o withdraw
the tax.

Earfier giving views on the tax,
Javed Bilwani showed anxiety
over the government rules over
the tax collection, saving “if the
government pays it back to us in
refunds then why il takes from
(T

He said the government should
not subject. the 80 percent docu-
meented export sector by burden-
ing it with two-percent tax amid
soaring financial crunch the
industries wene facing,

He suggested the govenment
should bring the non-documented
20 pereent lax evaders into its
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web, “It is beyond one’s compre-
hension,” he said.

Former chairman KATI,
Masood Maqi criticized the FBR
for its “secret”™ and “sudden™ poli-
cies, which he said, hit the entire
industry ovemight. He said the
two-percent sales tax imposition
was 4 plan to keep the country’s
big production sectors engaged in
financial troukles.

Chairman Pakistan Leather
Garments Manufacturers and
Exporters Association Fawad oz
said the FBR"s procedures fortax
refunds were inepl 10 ensure
fimancial flow 1o the axpayvers.

He was ol the view thal iaxpay-
ers continuad 1o struggle for
refunds even sometimes the
chims ook six months o come
about. He feared the FBR was
eoing 10 embrace the older mech-
anism instead of going upward to
irmpnove The taation sysbem.

He said tocpayvers refinds were
held back by the collectors ahead
ol announcement of fiscal budgzet
and that vear like the previous
two vears the trend was expected
to continue, despite the Federal way
ombudsman warning 1o the
authoritics,

He said the two-percent (ax
would pave path for the lake
refund claims and the negative
tremd i taxation was feared 1o
moumnt Tudther. Fawad demanded
of the FBR w drop the ax oo
eros-rale [or exporting sectons.

Rafiq Godel, Naqgi Bari, Zubair
Motiwala, Zain Bashir, Khwaja
Ulsman, Saleem Parekh, Mehiab
Chawla and others spoke duning
the meeting, G
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