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June 12, 2024

OUR INTRODUCTION

Our firm, N.A. & Co., has been at the forefront of tax and financial advisory
services in Pakistan for the past two decades. We specialize in providing
innovative and tailored solutions to help our clients navigate complex tax
landscapes, be they individuals, small businesses, or large corporations.

Our team of dedicated professionals, which includes certified tax consultants,
lawyers, and accountants, boasts a wealth of experience across multiple
industries. We are well-versed in local and international tax laws, enabling us
to offer our clients efficient and effective strategies that align with regulatory
compliance.

At N.A. & Co., we're not just about crunching numbers. We strive to develop
long-term relationships with our clients, understanding their needs, and
delivering personalized services that drive growth and success. We're proud of
our proven track record, helping our clients achieve financial optimization
while ensuring they meet their tax obligations.

Our services include but are not limited to, tax planning and compliance, risk
management, mergers and acquisitions, income and sales tax consultancy,
and custom and excise duty advisory. Our commitment to excellence and our
client-centric approach set us apart in the tax consulting landscape.

ABOUT BUDGET

A budget, in its simplest form, is an estimate of income and expenditure for a
set period of time. It serves as a financial plan for individuals, companies, and
governments, detailing expected revenues and how these funds will be
allocated across different expenses or sectors.

For governments, the budget is a document presented annually, detailing the
nation's financial health, economic outlook, and the government's plan for
revenue generation and expenditure for the upcoming fiscal year. It's a tool
used to balance the income (from taxes, investments, etc.) with expenditure
(on public services, infrastructure, etc.) while planning for economic growth
and stability. It also helps in assessing and managing public debt.

Certainly, if's important to clarify that what has been presented so far is a
budget proposal. It is a plan drafted by the government detailing its intentions
regarding revenue generation, spending, and economic management for the
coming fiscal year. This budget proposal includes anticipated tax reforms
under the Customs Act 1969, Sales Tax Act 1990, Income Tax Ordinance
2001and Federal Excise Act, 2005.
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However, this is not yet law. The proposal needs to go through a
comprehensive process before it becomes part of the Finance Act. This
process includes:

First Reading: The budget is presented in the Parliament.

Budget Speech by the Finance Minister: Details of the budget are outlined,
including the government's income and expenditure for the next fiscal year.

Debate and Voting: Members of the Parliament debate the proposals. Each
aspect of the budget - revenue, expenditure, etc. - is voted upon.

Approval by the Parliament: If the budget is approved, it moves forward.
Otherwise, revisions are made.

Presidential Assent: After approval by the Parlioment, the budget is sent to the
President for final approval.

Once these steps are successfully completed, the budget proposal becomes
part of the Finance Act and is legally enforceable. Until then, it remains a
proposed plan, open to debate, scrutiny, and amendment. The budget
proposal provides a blueprint for what the government plans to do, but it is not
final unfil it passes through the entire legislative process and receives the
required approvals.
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KEY HIGHLIGHTS OF BUDGET 2024-25

CUSTOMS ACT 1969
Guiding Principles:

No increase in duties on essential imports.

Relief for the general public.

Support for domestic industry and import substitution.
Tariff adjustments to lower exemption costs.
Promotion of energy efficiency and conservation.
Incentives for the agriculture sector.

Facilitation of exports.

Relief Measures:

= Exemption from Additional Customs Duty (ACD) on raw materials for
Hemodialyzers.
» Exemption from Customs duties on Bovine lipid extract surfactant.

Regulatory Duty (RD) Regime Adjustments:

Increased RD on selected items to boost local manufacturing.
Rationalized RD on new and used vehicles.

Raised RD on flat rolled iron and non-alloy steel products.

Removed RD exemption on ground nuts and margarine for food
confectionery.

Continued RD on liquid Chloroparafins.

Removed RD on Sliver cans and Lollipop sticks.

Exemption Regime Revisions:

Withdrawn customs duties concessions on fresh and dry fruit imports.
Reviewed duty exemptions on inputs for home appliances.

Removed concessions on hybrid vehicle imports.

Reduced customs duties concessions on electric vehicles priced above
$50,000.

Incentives for manufacturing solar panels and related equipment.
Expanded exemptions for machinery and equipment imports for fish/shrimp
and seafood farming/processing.

Tariff Adjustments:

» Increased customs duty on aerosol product containers.
» Rationalized customs duty on submersible pump parts.
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= Adjusted customs duties on wheat, sugar, HSD, and LNG imports.
= Streamlined aviation-related goods imports.

Miscellaneous Measures:

» Additional customs duty on localized auto parts to encourage local
manufacturing.
» Created new PCT codes for various products (e.g., rice flour, night vision

goggles).

Legislative Changes:

Included definitions of “*Nuclear Material” and “Radioactive Material.”
Established Directorate General of National Targeting Centre (NTC) for
enforcement.

Empowered officers of National Command Authority (NCA) and Pakistan
Nuclear Regulatory Authority (PNRA).

Included Intelligence Bureau (IB) in assisting Customs investigations.
Assigned power for extending detention periods to Additional
Collector/Director.

Infroduced new penal clauses for nuclear and radioactive material
offenses.

Rationalized penalties for importers seeking confiscated goods clearance.
Enhanced penalties for police officers failing to deliver seized goods to
Customs.

Increased penalties to deter attacks on Customs personnel.

Infroduced penalties to prevent illegal removal/pilferage of smuggled
goods.

Changes to expedite Customs Appellate Tribunal case disposal.

Measures to ensure swift High Court case decisions and uphold justice
principles.

Strengthened Alternate Dispute Resolution mechanism provisions.

SALES TAX ACT 1990

Key Measures:

Removed various exemptions, zero ratings, and reduced/fixed rates.
Taxed mobile phones at the standard rate, except those over $500 (25%
rate).

Increased sales tax rate from 15% to 18% for POS retailers in leather and
textiles.

Implemented withholding regime for lead, coal, paper, plastic scrap, and
silica.

Exempted iron and steel scrap from sales tax.

Phased withdrawal of exemptions for ex-FATA/PATA.

Empowered Board to set minimum prices for Third Schedule goods.
Strengthened provisions against tax fraud.
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= Adjusted legal provisions for assessment and audit.
= Converted zero-rating on petroleum products to exemptions.
» Aligned default surcharge rate with SBP's policy rate of KIBOR plus 3%.

INCOME TAX ORDINANCE 2001

Revenue Measures:

Revised tax rates for non-salaried and salaried individuals beyond Rs.
600,000 incomes.

Introduced higher tax rates for late filers.

Progressive tax rates on property transactions for filers, late filers, and non-
filers.

Flat 15% tax on capital gains from securities for filers; progressive rates for
non-filers.

Increased tax on mutual funds' dividend income from 15% to 25%.

Applied normal income tax rates on export income.

Strengthened enforcement against non-filers, including travel bans and
penalties.

Replaced exemption certificates with reduced rate certificates.

Increased advance tax on profit on debt for non-filers from 30% to 35%.
Broadened withholding tax scope on the supply chain; enhanced rates for
non-filers.

Empowered Board to set minimum values for income tax at the import
stage.

Raised withholding tax on vehicle registration based on value.

Removed income exemption on subsidies.

Allocated advertisement expenses for brands to non-resident associates.
Increased default surcharge rate to KIBOR plus 3%.

Relief Measures:

» Extended tax exemptions for FATA/PATA regions for another year.
» Extended period for adjusting business losses for PIACL to support
privatization.

Streamlining Measures:

Clarified tax credit applicability, audit requirements, and advance tax
substantiation.

Levied super tax on banking companies.

Clarified tax tfreatment for banks.

Ensured appeals and revisions adhere to pre-amendment legal
frameworks.
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FEDERAL EXCISE ACT 2005

Key Measures:

Imposed FED on acetate tow @ Rs. 44,000.

Imposed FED on nicotine pouches @ Rs. 1200 per kg.

Enhanced FED on e-liquids.

Imposed FED on sugar supply to manufacturers @ Rs. 15 per kg.
Increased FED on cement from Rs. 2 per kg to Rs. 3 per kg.

Imposed FED on commercial and first sale of residential properties @ 5%.
Raised FED on filter rods from Rs.1500 per kg to Rs. 80,000 per kg.
Granted power to seal retailers' premises selling illicit cigarettes.
Exempted diplomats and diplomatic missions from FED.

Increased price threshold for locally manufactured cigarettes from Rs. 2,000
to Rs. 12,500.

CONTACT INFORMATION

Information regarding corporate offerings & operations can be obtained
from following:

Naushad Khatri,

Member KTBA, I.T.P.
Managing Partner

Head of Services

Email: naushad@nacopk.com
Cell: +92 314 9382969

Head Office:

Office 152, 4th floor, Wazir Mansion, Aiwan-e-Tijarat Road, Searai Quarters,
Karachi, Sindh, Pakistan.
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