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Decrease in customs duty: Government move thwarted by
Senate body
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The government suffered a major setback on Tuesday as its move to decrease customs duty on 34
items was rejected by the finance committee of the Senate with a majority vote (3:2) after the
government failed to explain cost analysis of the items on exports.
A meeting of the Senate Standing Committee on Finance presided over by Farooq H Naek was held
here at the Parliament House. The meeting resumed discussion on the Finance Supplementary
(Amendment) Bill, 2018 and asked the government to share details of revenue impact as well as cost
analysis benefits of decline in customs duty on 34 items.

The committee, however, did not approve the amendment for reducing tariff on import of 34 items
intended to enhance exports and support local industry with a 3:2 vote. Senators Musadiq Malik,
Haroon Akhtar and Muhammad Akram opposed the amendment while Senators Mohsin Aziz and
Mian Ateeq supported the amendment.

The Senate Standing Committee on Finance, Revenue and Economic Affairs in its meeting further
discussed the amendments in the Customs Act 1969, Sales Tax Act 1990, the Income Tax Ordinance
2001, and the Federal Excise Tax 2005 as part of the Finance Supplementary (Amendment) Bill,
2018.

Member NTC Rubina Athar while briefing the committee stated that National Tariff Commission and
Ministry of Commerce have done the exercise to mitigate the tariff lines impact on number of raw
materials especially the raw material for export sector. Around 486 items lines were selected on the
basis of higher tariff.

She added that out of 486, more than 100 items were incorporated in last budget and some of
them have now been included in the supplementary budget and the basic purpose of reducing tariff
was not only to enhance the domestic production but also to increase exports. The government is
already giving duty drawbacks and rebate on these products, she added.

Senator Mussadiq Malik inquired from the officials about the impact of each and every item on
exports. The member NTC told the committee that each and every tariff line and its impact was
discussed before taking decision but stated that it will be impossible for any country to explain in
accurate numbers as how much benefit they will yield.

The DG (Trade Policy) said that the Pakistani products lack competitiveness and that is why the
current account deficit is deteriorating.

Pakistan is at number three in terms of tariff lines and these tariff lines will have to be reduced to
zero percent on raw material and intermediate items. Unfortunately SMEs do not directly import the
items but are taking services of some professional exporters.

Of the total 486 items, 185 were incorporated in the last budget but their impact was very little.
Likewise, 105 tariff lines were incorporate in the supplementary budget and customs duty was
imposed on 34 items and RD was also imposed.

However, opposition members repeated their demand of revenue impact of the decrease in
customs duty on tariff lines as well as cost analysis benefit in terms of exports.

The officials from Ministry of Commerce informed the committee, "We have revenue impact
number but we do not have cost and benefit analysis."

Senator Mussadiq Malik said that ministry officials have retracted from their earlier statement
whereas the PTI senator said that ministry officials have provided correct information and
subsequently the chairman committee conducted voting. Two members gave vote in favor of the
government's move however three members belonging to opposition parties went against the
government's proposal to decrease the customs duty
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While discussing the income tax provisions, Senator Haroon Akhtar stated that FBR cannot impose
new tax rates of income tax from retrospective date of July 1 as this will trigger litigation and may
stall entire income tax system.

The FBR officials contended that drastic reduction in income tax rates will cause a huge loss as
people are reluctant to come to tax net not because of rates but due to other factors including
complicated tax form and tax department attitude. "People do not want to come into tax net
because FBR does not treat them well," confessed the FBR officials.

Member Inland Revenue Dr Iqbal said, "Different courts have given the verdicts that we can take the
tax if the Parliament approves it. The people will move the court against the new tax rates if they are
implemented from July 2018 because previous rates were vested."

The chairman committee said that FBR should look into the legal aspects. The committee
recommended increasing the non-cash banking transactions from 0.4 percent to 0.6 percent.

The committee also approved to end tax exemptions given to federal ministers and governors on
residences and other facilities.

The committee approved the amendments relating to the tobacco industry, import duty on vehicles
more than 1800cc engine power, tax deduction exemption for non-filers while doing transaction to
the Dam Fund, bringing the percentage of tax deduction for non-filers on bank transactions to 0.6%.

The amendment regarding revised tax rates on salaried and non-salaried incomes was passed with
amendment in the last slabs of both categories. Tax rate on the highest slab of non-salaried income
was recommended to be changed from 29 to 25 percent and the tax rate on the highest slab of
salaried income was recommended to be changed from 25 to 20 percent.

The amendment of removing the bar on purchase of property for non-filers among a few other
matters will be discussed in the meeting to be held on Wednesday (today).

The meeting was also attended by minister of state for revenue and officers of FBR and Customs.
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