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ISLAMABAD: The budget 2012-13 proposes a new tax on property sales, increase in excise duty on cigarettes and steel bars, and reduction of duties on tea, cement, medicine raw materials and on such items where the GST was above 16 percent.

 

According to documents of the budget obtained by The News, the salaried class is being offered relief on the condition that they file tax returns and do not stay dormant on the taxation ledgers.

 

These proposals will be finally approved by the federal cabinet on Friday before they are presented in the National Assembly by the Finance Minister Dr Abdul Hafeez Sheikh.

 

The proposed increase in taxes is as follows: 33 percent raise in steel bar (sarya) prices as steel melters would be paying enhanced tax causing Rs1,500 per ton upswing in the prices; cigarettes would be costlier by 10 pc increase in excise duty; large property sellers would be paying a new tax Capital Gains Tax at 10 percent.

 

Details of these steps and other taxation measures have been articulated in the Finance Minister’s budget speech, a draft copy of which was also made available to The News by sources.

 

On the income tax side, the finance minister proposes an increase in salaries, allowances, pensions and other benefits of government employees. Not only the salaries would be increased, but additional relief through tax cuts have also been provided to the salaried persons so that their take-home incomes register an appreciable increase.

 

Increase in the basic income tax exemption limits was made twice from Rs100,000 to Rs300,000 in 2009-10 and further to Rs350,000 last year. In continuation of this fiscal support to the salaried class, the basic exemption limit for income tax is being enhanced to Rs400,000 this year. Tax slabs are also being reduced from 17 to five.

 

Similarly, the basic income tax exemption limits for business individuals and Association of Persons (AOPs) is also being enhanced to Rs400,000.

 

Under the present scheme of taxation, if an employee obtains a loan from the employer, a notional interest is added to his income and charged to tax. In order to facilitate such employees, it is proposed that loans up to Rs500,000 shall be exempt from income tax whereas, loans above this limit shall be taxed at the benchmark rate of 10% instead of the progressively increasing rate which has reached 13%.

 

In order to accord due recognition to taxpayers, a taxpayers’ Honour Card is being introduced. It will entitle its holders, distinguishable concessions and facilities at various public and private areas such as Nadra, passport offices, airports, stadiums and other public offices, etc. The FBR will also honour them by displaying their names on its official website.

 

Under the existing income tax structure, businesses are being taxed at the minimum rate of 1% of their turnover, even if they are reporting losses. To mitigate the hardship faced by this registered class of businesses and to encourage corporatisation, it is proposed that, at the first stage, the rate of minimum tax on turnover of the companies may be reduced from 1% to 0.5% this year. Such fixed regimes will be abolished. The government is pursuing a conscious policy aimed at phasing out the presumptive tax regime in three years. Hence a lower rate of tax at 3% for commercial importers and 5% for exporters is proposed.

 

The finance minister is expected to emphasise that Pakistan will in future not depend on loans and would rather cut down the government expenditures. This step would be accompanied by enhancing productivity through a new growth strategy and jobs creation.

