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Finance (Supplementary) Bill 2023 To Address
Tax Shortcomings

= The government of Pakistan has recently made amendments to
Finance Bill 2022 with the goal of raising taxes by PKR 170bn

= The government's primary goal was to increase taxes without
causing significant inflationary effects on the lower segment of the
economy. To this end, they implemented a sales tax rate increase
from 17% to 18%, which excludes essential daily use items.

We highlight key tax measures taken by recently introduce Finance Bill
2023 (Supplementary).

Supplementary finance bill 2023 to address tax shortcomings
The government of Pakistan has recently made amendments to Finance
Bill 2022 with the goal of raising taxes by PKR 170bn. This move comes
amidst the ongoing 9th review of the US$ 6.5bn Extended Fund Facility
(EFF) Program with the International Monetary Fund (IMF). (link).

Government's Main Focus on Taxation of Non-Essential and Luxury
ltems

The government's primary goal was to increase taxes without causing
significant inflationary effects on the lower segment of the economy. To
this end, they implemented a sales tax rate increase from 17% to 18%,
which excludes essential daily use items like wheat, milk, pulses, rice, and
meat. As a result, the overall impact on inflation is expected to be less
significant than initially anticipated.

Sector wise, increase in sales tax on local coal and Federal Excise Duty

(FED) on cement sector will be passed on to end consumer, resulting in a
cumulative increase of PKR 30-35/bag. For other sectors, increase in FED
on tobacco, and sugary drinks will also be passed on to end-consumers.
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Below is a list of key tax measures undertaken are;

Exhibit: Tax measures under Finance (supplementary) Bill 2023

Sales Tax

Sales tax charged at the rate of 17% will now be charged at 18% excluding daily use items such
wheat, milk, pulses, rice and meat etc.

Cellular mobile phones in CKD/CBU: Mobile Phones exceeding US$ 200 to US$ 500 will be
charged at 18% as against 17% previously. For mobile phone exceeding US$ 500 will be charged
25% sales tax from previous 17%. For mobile phones under US$ 200 tax rate remain unchanged.
Locally produced coal: Sales tax charged at the rate of 17% will now be charged at 18%
Potassium Chlorate: Sales tax charged at the rate of 17% will now be charged at 18%

Income Tax

Functions and Gathering: 10% Advance tax now applicable on total amount of bill (including food,
service or facility) from a person arranging or holding a function (includes wedding, seminar,
workshop, session, exhibition, concert, show) in a marriage hall, marque, hotel, restaurants,
commercial lawn, club a community place or any other place used for such purposes.

Federal Excise Duty

Cement: Federal Excise Duty on increased from PKR 1.5/kg (PKR 75/bag) to PKR 2.0/kg (PKR
100/bag)

International Air Travels (Club, Business and First Class): Federal Excise Duty 20% of the gross
amount of ticket or PKR 50,000 per ticket, whichever is higher

Sugary Drinks (Fruit juices, Syrups and Squashes, aerated waters): Federal Excise Duty increased by
10%

Aerated waters, containing added sugar or other sweetening matter or flavored: Federal Excise
Duty increased from 13% to now 20%

Tobacco: Locally produced cigarettes threshold has been increased from PKR 6,660 to PKR 9,000
per 1,000 cigarettes. Along with this, Federal Excise Duty for cigarettes where retail price printed
on the pack exceeds PKR 9,000/ths (or PKR 180/pack) cigarettes the new rate will be PKR
16,500/ths (or PKR 330/pack). For retailed price below PKR 9,000/ths (or PKR 180/pack) the new
rate will be PKR 5,500/ths (or PKR 110/pack).
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discussed in this report accurately reflect his or her or their personal views and that he/she has not received and will not receive direct or indirect
compensation in exchange for expressing specific recommendations or views in this report. The analyst(s) is principally responsible for the
preparation of this research report and that he/she or his/her close family/relative does not own 1% or more of a class of common equity securities
of the following company/companies covered in this report.

Disclaimer: The information and opinions contained herein are prepared by |G| Finex Securities Limited and is for information purposes only. Whilst
every effort has been made to ensure that all the information (including any recommendations or opinions expressed) contained in this document
(the information) is not misleading or unreliable, IGI Finex Securities Limited makes no representation as to the accuracy or completeness of the
information. Neither, IGI Finex Securities Limited nor any director, officer or employee of I1GI Finex Securities Limited shall in any manner be liable
or responsible for any loss that may be occasioned as consequence of a party relying on the information. This document takes no account of the
investment objectives, financial situation and particular needs of investors, who shall seek further professional advice before making any
investment decision. The subject Company (ies) is a client of the I1GI Finex Securities Limited and IGI Finex Securities offers brokerage services to
Subject Company (ies) on a regular basis, in line with industry practice. This document and the information may not be reproduced, distributed or
published by any recipient for any purpose. This report is not directed or intended for distribution to, or use by any person or entity not a client of
|G| Finex Securities Limited, else directed for distribution.

Rating system: |Gl Finex Securities employs three tier ratings system, depending upon expected total return (return is defined as capital gain
exclusive of tax) of the security in stated time period, as follows:

Recommendation Rating System

Buy if target price on aforementioned security (ies) is more than 10%, from its last closing price(s)

Hold if target price on aforementioned security (ies) is in between -10% and 10%, from its last closing price(s)
Sell if target price on aforementioned security (ies) is less than -10%, from its last closing price(s)

Risk: Investment in securities are subject to economic risk, market risk, interest rate risks, currency risks, and credit risks, political and geopolitical
risks. The performance of company (ies) covered herein might unfavorably be affected by multiple factors including, business, economic, and
political conditions. Hence, there is no assurance or guarantee that estimates, recommendation, opinion, etc. given about the security
(ies)/company (ies) in the report will be achieved.

Basic Definitions and Terminologies used: Target Price: A price target is the projected price level of a financial security stated by an investment
analyst or advisor. It represents a security's price that, if achieved, results in a trader recognizing the best possible outcome for his investment, Last
Closing: Latest closing price, Market Cap.: Market capitalization is calculated by multiplying a company's shares outstanding by current trading
price. EPS: Earnings per Share. DPS: Dividend per Share. ROE: Return on equity is the amount of net income returned as a percentage of
shareholders’ equity. P/E: Price to Earnings ratio of a company's share price to its per-share earnings. P/B: Price to Book ratio used to compare a
stock's market value to its book value. DY: The dividend yield is dividend per share, divided by the price per share.
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