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Pakistan Federal Budget
Finance Act 2024: Budget FY25 approved by the
Parliament

= Finance Bill was approved in the parliament with some amendments on

Friday, 28t June 2024, with the bill signed by the president the finance act
2024 is now officially approved and is applicable from Monday, 15t July 2024.

The PSDP target has been revised downward from the initial proposed
target in the finance bill 2024. The sales tax on Hybrid Electric Vehicles is not
approved as per the initially proposed rates. Mutual Fund tax for stock funds
has been revised.

FED on cement in an unexpected move was revised upward from previous
proposed of PKR 3/kg to PKR 4/kg. Exporters will be subject to normal tax
instead of the final tax they used to pay. Petroleum Development Levy was
revised downward from the previously proposed PKR 80/Itr to PKR 70/Itr. A
10% surcharge over and above the previously proposed tax rate would be
imposed on the individuals/AOPs earning more than PKR 10mn per annum.
Sales tax exemption for FATA/PATA region has been extended by 1 year.

Federal Budget 2024-25

The parliament has approved the FY25 budget, incorporating several
amendments to the measures proposed in the Budget 2025 on June 12,
2024. Below are the measures as per the approved Finance Act:

1.

Exporters will now be subject to the standard corporate tax rate
rather than the previous 1% turnover tax: The government has
upheld its earlier decision to tax export income at the corporate tax
rate of 29%, plus any applicable super tax. Previously, exporters paid a
final tax of 1% on their export turnover.

FED on cement raised to Rs4/kg: Contrary to the proposal of
increasing the FED by PKR 1/kg, the government in an expected move
has instead proposed an additional hike, raising the FED from Rs3 per
kg to Rs4 per kg. Cement manufacturers are likely to increase the
price by PKR 100-120/bag to pass on the impact to consumers.

Tax on hybrid vehicles: The reduced tax rates of 8.5% for hybrids
with engine capacities up to 1800cc and 12.75% for those between
1801cc and 2500cc will remain in effect. However, this benefit would
end by June 30, 2026. This would be positive for local assemblers of
HEV.
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10.

11.

12.

13.

One-year extension to FATA/PATA on sales tax: Although it was
proposed in Finance Bill that the exemption for FATA/PATA would be
withdrawn, the Government has decided to extend the sales tax
benefits for FATA PATA by another year, until June 30, 2025.

Additional surcharge on salaried/AoPs: The approved Finance Act
has also imposed a 10% surcharge on income of salaried/AoP
individuals deriving income of more than PKR 10mn per year.

No revision in Advances to Deposit Ratio (ADR) taxation for
Banks: The Government has not revised the ADR taxation and thus tax
on ADR related income is likely to applicable on Banks.

Petroleum Development Levy (PDL): It was initially proposed that
PDL would be increased from PKR 60/Itr to PKR 80/Itr, but as per the
approved budget the PDL has been increased by PKR 10/Itr to PKR
70/Itr.

Capital Gain Tax (CGT) on stock funds: CGT on Stock Mutual Funds
has been revised to 15% from 20% if dividends are less than the
capital gains.

FED on air tickets: Additional Taxes in the form of FED have been
imposed on economy, club, business and first class tickets. Economy
class tickets have been increased by PKR 7,500, while club, business
and first class tickets have been raised by PKR 30,000, PKR 60,000 and
PKR 100,000 depending on region.

FED on oil lubricants: A 5% FED would be imposed on lubricants.

PSDP revised down: Federal PSDP target has been revised down
from initial PKR 1.4tn to PKR 1.15tn.

GST on milk: Milk sold by brands or corporate dairy farms would be
subject to an 18% GST.

New Taxation measures have been introduced for the
individuals/entities engaged in the construction and sale of real
estate.

For details related to the initial proposals as per the Finance Bill 2024

please refer to our detailed report.

The approval of budget with additional tax measures is likely to pave way
for successful negotiations with IMF for new EFF program. IMF team is
likely to visit by mid of Jul-24. However, IMF demands additional
measures such as timely notification of electricity and gas prices.
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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 |Gl 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
IGI Finex Securities Limited, else directed for distribution.

Rating system: |G| 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)

Valuation Methodology: To arrive at Target Prices, |Gl Finex Securities uses different valuation methodologies including
- Discounted Cash Flow (DCF)
- Reserve Based DCF
- Dividend Discount Model (DDM)
- Justified Price to Book
- Residual Income (RI)
- Relative Valuation (Price to Earning, Price to Sales, Price to Book)

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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