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Proposed Changes in Income Tax Law

Government Proposes Multiple Changes To Tax
Relief Ahead Of IMF Meeting

= Government proposes changes in tax exemption as Pakistan authorities
meetOup (likely by month end)

= Federal government has been supposedly supporting the said proposition
of the upcoming finance bill pertaining to withdrawal of various tax
exemption for industries whilst, National assembly yet to announce final
decision.

= . Overall we think proposed changes will have a “neutral” impact on
market.

Government proposes multiple changes to tax relief ahead of IMF meeting

As per media reports, government has proposed possible changes in the Income
tax law for the year 2021. Removal of these tax exemptions are likely to add nearly
PKR 70-150bn in the national kitty, which at times of ongoing IMF Extended
Fund Facility (EFF) negotiations for disbursement becomes rather critical.

Federal government has been supposedly supporting the said proposition of the
upcoming finance bill pertaining to withdrawal of various tax exemption for
industries whilst, National assembly yet to announce final decision.

Nevertheless, from market standpoint we expect proposed removal of tax
exemption mainly pertains to a move from tax exemption to tax credit with
enhanced documenting and criteria. Overall we do not expect a major negative
impact, but rather a “neutral”.

We highlight possible impact of proposed changes in the Income Tax law.
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Exhibit: Proposed changes in finance bill
Sector Vi sseieh Tax Amendment Comments Implication | Severity Cqmpanles
amended impact
Dividend income derived by a company, if the LUCK
N Inter-corporate recipient of the dividend, under group relief. This . . !
Omitted: 103¢ dividends will have negative bearing for companies having Negative High II\D/I(EEE:
group structure and conglomerate.
Cements Pertaining to Greenfield investments, tax credit
Tax Credit for are now been reduced to a maximum of 25%
Replaced: 65D specified Industrial compared to previous 100% for incorporation . .
to 65G Undertaking carried between, Jun-19 to Jun-24, along with a Negative Medium | FCCL
(Greenfield): maximum tax credit carry forward period of 2
years.
Dividend income derived by a company, if the
N Inter-corporate recipient of the dividend, under group relief. This . . FFBL,
Omitted: 103¢ dividends will have negative bearing for companies having Negative High ENGRO
group structure and conglomerate.
Profit and gains derived by LNG Terminal
- . . Setting up of LNG Operators and Terminal Owners such as .
Fertllisers | Omitted: 141 terminals Engro's ENERGAS for a period of five years is Neutral Nil ENGRO
been proposed to be removed.
Addition: 65F Coal mining projects in Sindh supplying coal for
Removed' ' Tax Credit of 100% purpose of power generation. This applies to Neutral Medium ENGRO
) allowed ENGRO (SECMC - Sindh Engro Coal Mining (SECMC)
132B - 2
Company), with enhanced criteria.
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Sector T?nzﬁgtézn Tax Amendment Comments Implication | Severity Coinrggggles
Tax exemption will be extended to now
Substituted: . incorporate new deep conversion refineries
Refineries i 126B, Omitted: :;?nz):irgg&%n on (min: 100,000 bbl. per day capacity), Positive Medium
126BA upgradation/ modernization/ expansion having
approval before 31st Dec, 2021.
Dividend income derived by a company, if the
N Inter-corporate recipient of the dividend, under group relief. This . .
Steel Omitted: 103¢ dividends will have negative bearing for companies having Negative Medium | INIL
group structure and conglomerate.
Profits and gains
Substituted: derived by a N_o tax exemp_tion will be extended for_IPPs who _
132 ’ taxpayer from an Wls_h to enter in an agreement or acquire letter Neutral Nil
electric power of intent after 30 June, 2021.
generation
This pertains to Hub Power Company (HUBC)
deriving profits/income from bank deposits or
accounts with financial institutions directly
Profit on debt connected with financial transaction relating to
Power Omitted: 74 derived by Hub project operations. HUBC- nearly 6-7% Negative Medium i HUBC
Power (gradually declining to 3%) of its income portion
is derived from penal interest income on
overdue receivables. However, much needed
clarity is required on this.
Coal mining projects in Sindh supplying coal for
Addition: 65F, ) purpose of power generation. This applies to
Removed: ;ﬁ‘zvfégd't 0f100% | ENGRO (SECMC - Sindh Engro Coal Mining Neutral Nil HUBC
132B Company), with enhanced criteria. HUBC has
very minimal stake ~8%.
Tax exemption on gains accruing to a person on
REIT: Profits and sale of immovable property to a REIT Scheme
Omitted: 99A gains accruing to a for both developmeqt & _rental purposes now Neutral Medium
person on sale of stands removed. This will have more
immovable property | pronounced impact on new listing REITs but not
on DCR.
Any income derived by Sukuk holder in relation
. to Sukuk issued by “The Second Pakistan
Omitted: 72A a%lzl#(ecc?é?iszgyby Int_ernatior_lal Sukuk Co_mpany Cimitedand the Neutral Low
Sukuk Holders T_h|r_d Pa!<|stan_lnternat|or_1al Suk_uk Company
Limited, including any gain on disposal of such
Sukuk, has been proposed to be removed.
Other Company’s enlistment in stock exchange in
Pakistan before the 30 June, 2022 was
IPOs: Tax credit for previously able to avail tax credit equal to 20%
Omitted: 65C s for the first two years and 10% for subsequent Negative Medium
enlistment . .
two years. This tax credit has now been
removed, which can discourage new listings
post Jun-21.
Start-up certified by Pakistan Software Export
Board, income derived from exports of software
. IT: Tax Credit of or IT services all stand to benefit from 100% tax
Addition: 65F 100% allowed credit. Given certain criteria has been met Neutral Low
including 80% of exports proceeds are bought in
Pakistan, etc. This should benefit IT sector.
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Important Disclaimer and Disclosures

Research Analyst(s) Certification: The Research Analyst(s) hereby certify that the views about the company/companies and the
security/securities 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 IGI 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 IGI 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 IGI 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 1GI 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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