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Business confidence in positive territory
The Confidence Index is the net of positive and negative responses 
(Wave 8: Positive Response 31% - Negative Response 30% = 1%, 
Remaining 39% were neutral)
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 Full article on page. 06 See page. 10

OICCI submitted comprehensive taxation proposals to the 
Federal Board of Revenue on March 25, 2014 for consideration 
in the Federal Budget for 2014-15. These proposals were divided 
into different sections covering. Tax broadening and documenta-
tion measures, Income tax, Sales tax , Custom duty, Federal 
excise duty and Industry specific 
 
The key taxation proposals included in the above submission, 
which were also discussed in detail with the FBR Chairman, Mr. 
Tariq Bajwa, and his senior teams during their visit to the OICCI 
on March 28, 2014. 

OICCI TAXATION PROPOSALS 
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PRESIDENT’S 
MESSAGE  
       The Chamber has remained engaged with the 
media on a regular basis to ensure that OICCI 
activities, including suggestions to the 
government for policy and tax reforms, are 
properly projected.

The publication of the June issue of the 
biannual Newsletter gives me another 
opportunity to communicate with members 
and other readers after assuming the office 
of the President of OICCI for the 2014 term.  

It is my great pleasure to inform you that 
the new Managing Committee, which took 
over on February 1, 2014, got into stride 
very quickly and, after formation of the 
various sub-committees which are all 
headed by an MC member, several 
engagements with decision makers, 
release of OICCI research publications and 
other events have already been organized, 
and are ongoing, in different areas to 
facilitate a more conducive business 
environment in the country. 

The Perception and Investment survey 
2013 publicly launched earlier this year 
gives a very candid feedback on the 
current business climate by our members. 
The survey reveals that despite reserva-
tions about various issues identified as 
challenges and impediments to ease in 
doing business, a majority of the members 
intend to make further investments in the 
country if certain policy and fiscal concerns 
are addressed. We remain confident that 
the latest feedback from foreign investors 
will be seriously considered by responsible 
government authorities and regulators, 
including in the provinces, to ensure 
achievement of the tremendous potential 
for growth and investment, including FDI, 
available in the country. There was a minor 
decline in business confidence at the start 
of 2014 due to the rising cost of doing 
business, energy crisis and volatile security 
environment. The OICCI Business 
Confidence Index (BCI) - wave 8, conduct-
ed during the first quarter 2014, declined to 
1% in March 2014, compared with 2% in 
August 2013. However, the matter to be 
noted is that BCI remains in positive 
territory for the second consecutive survey, 
which gives a hint that the downward cycle 
of the economy is coming to an end, with 
more businesses expanding capacity and 

planning new investments and actively 
seeking to increase the work force. As you 
may be aware, OICCI has been the sole 
sponsor of this business confidence survey 
since 2010. 

The Chamber has remained actively 
engaged in interacting with key stakehold-
ers to facilitate members and attract 
potential foreign investors. The Federal 
Board of Revenue (FBR) Chairman and 
senior FBR members came to OICCI in 
March for a highly interactive session with 
our members on the OICCI’s 2014-15 
taxation proposals. This was soon followed 
by a similar session with Chairman Sindh 
Revenue Board (SRB) in April and an 
active engagement with Chairman, Punjab 
Revenue Authority (PRA). Our taxation 
subcommittee has made very pertinent 
recommendations which warrant serious 
consideration and if the government takes 
appropriate actions it could lead to the 
promotion of FDI and documentation of the 
economy. Parallel to the taxation propos-
als, the Chamber continues to make 
constructive efforts to facilitate the smooth 
clearance of blocked tax refunds of our 
member companies. While appreciating the 
pressure on the authorities to fill up the 
revenue shortfall during the year, our 
affected members are seriously concerned 
on the procrastination being shown by the 
tax authorities on timely settlement of their 
old sales tax and income tax refunds, 
which are, in total, less than 2 % of the 
revenue collection of over Rs 700 billion, 
made from OICCI members. 

Another area where we are using our best 
efforts to exert influence is for the effective 
implementation of Intellectual Property 
Rights (IPR), which is considered a key 
element in attracting FDI into the country. 
We are working closely with the govern-
ment in ensuring that the Intellectual 
Property Organization Act of 2012 is 
implemented effectively soon with 
representation from OICCI and other key 
private sector players on its Policy Board, 

the IPR Tribunals are made functional and 
there is measurable improvement in the 
implementation of IPR in Pakistan. This, 
together with our efforts to assist the 
government on energy and security 
matters, are part of the Chamber’s program 
to project the operating conditions in 
Pakistan in an objective and fair manner 
unlike the negative, largely unjustified,  
perception currently reflected in certain 
quarters overseas. The Chamber has 
remained engaged with the media on a 
regular basis to ensure that OICCI 
activities, including suggestions to the 
government for policy and tax reforms, are 
properly projected. This engagement is 
reflected in the high visibility of OICCI, 
especially in the print media. As part of our 
practice and as provided in the OICCI 
Articles of Association, we were pleased to 
invite Ms. Ayesha Aziz and Mr. Shahab 
Rizvi as co-opted members of the 2014 
Managing Committee. Towards the end of 
April 2014, Asif Saad, who was elected as 
Vice-President, resigned following his 
decision to take early retirement from his 
employer. Subsequently, in May 2014 
Saad Amanullah also resigned due to the 
same reason. On behalf of MC and all the 
members of OICCI, I would like to record 
our thanks and appreciation for the efforts 
put in by Asif Saad as Vice-President and 
as an active MC member for past four 
years and by Saad Amanullah as MC 
member and especially for his contribution 
to the IPR and CSR activities of OICCI. 

I look forward to your active participation in 
improving the effectiveness of the Chamber 
and enhancing its profile further with the 
aim to attract more foreign direct invest-
ment and to work towards the economic 
development and prosperity of Pakistan. 

My very best regards to all readers of this 
Newsletter. 

Asad S. Jafar

Overseas Investors Chamber of Commerce and Industry
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SECRETARY
GENERAL’S MESSAGE
       Pakistan, despite offering relatively liberal and 
investment friendly policies and incentives, is going 
down the scale in the World Bank’s Ease of Doing 
Business (EODB) index. According to the 2014 EODB 
index, Pakistan is ranked 110 out of 189 countries.

Welcome to the June 2014 issue of the 
OICCI Newsletter. 

Once again, congratulations to the 
members of the OICCI Managing 
Committee on being elected for the 2014 
term. The names of the newly elected 
office-bearers are given in the Managing 
Committee section. 

The nine subcommittees formed for the 
2014 term have already had several 
meetings and they have agreed on 
appropriate action points to proactively 
manage the diverse matters of interest to 
the members and other stakeholders. You 
will be pleased to note that the Chamber 
has further increased its role to pursue the 
interests of existing and potential foreign 
investors. Best possible efforts are being 
made to help create a forward-looking, 
business-friendly and an enabling 
environment through active engagement 
with many stakeholders, especially the 
government authorities. 

During the past six months the Chamber 
conducted two very important 
survey-based research studies covering 
separately the perception of foreign 
investors and the business community in 
general. Both these surveys offer hope and 
confirm the potential of the country to 
attract increasing level of FDI/investment 
and expansion of trade activities. The key 
highlights of both these surveys; Perception 
and Investment Survey 2013 and Business 
Confidence Index 2014; are presented in 
this newsletter. 

OICCI was the first Chamber to submit 
comprehensive taxation proposals to the 
Federal Board of Revenue (FBR) and also 
to the provincial revenue authorities for 
incorporation in their respective 2014-15 
budgets. We are grateful to FBR Chairman 
for visiting the Chamber in March 2014 
along with his top-team for an extensive 
interactive session with our members to 
discuss the taxation proposals. We also 

had a very positive interaction with the 
Chairman of SRB (Sindh Revenue Board) 
and PRA (Punjab Revenue Authority) on 
our taxation proposals for Sindh and 
Punjab provincial governments 
respectively. Key highlights of the OICCI 
taxation proposals have been widely 
covered in the media and are also briefly 
mentioned in this newsletter. 
Like previous years, the theme of our 
proposals; especially to the FBR; has been 
to aggressively enhance the 
documentation of the economy, broaden 
the tax base, rationalize the tax rates in line 
with the regional practice and, more 
importantly, to collect due tax from all 
income-generating activities irrespective of 
its source. We have also given suggestions 
to further reform the taxation system 
supported by robust governance and bold 
initiatives to substantially increase revenue 
collection both at the federal and the 
provincial levels. Learning from the 
experience of some regional countries like 
Turkey, we expect the government to 
deliver in the next few years a healthy 
double-digit tax-to-GDP ratio in order to 
reduce the huge fiscal deficit, finance 
development projects, create employment 
opportunities, expand poverty alleviation 
programs and build confidence to attract 
sizeable investment into the country. 

However, we are concerned that Pakistan, 
despite offering relatively liberal and 
investment friendly policies and incentives, 
is going down the scale in the World Bank’s 
Ease of Doing Business (EODB) index. 
According to the 2014 EODB index, 
Pakistan is ranked 110 out of 189 
countries, whereas it was at 75th position in 
2010. This is a very sharp decline which 
needs to be investigated by the concerned 
authorities from all aspects. Apart from 
energy issues, tax administration-related 
issues including substantial delay in 
settlement of pending refund claims and 
concerns about inconsistent policy 
implementation are some of the important 
factors which account for the sharp drop in 

the latest EODB ratings. This is also 
reflected partially in the very low annual FDI 
inflow since 2010, which is less than one 
percent of the GDP against an acceptable 
level of about 3% for a developing 
economy like Pakistan. 

Despite the challenges, you would be 
pleased to know that the OICCI members 
are investing roughly one billion dollars 
annually from their own local resources in 
modernization and expansion of their 
operations in Pakistan. OICCI is conscious 
of its influential role in the economic growth 
of the country and has regularly shared 
many workable recommendations to 
improve the business environment. It would 
continue to support the government 
authorities whenever invited at the right 
forums.  

Working on the premise that what gets 
measured gets done, OICCI has frequently 
requested the Government to 
institutionalize a formal review mechanism 
at the highest level of leadership to monitor 
top-ten issues of the investors, at least 
once every quarter. OICCI has also offered 
its services for facilitating the 
implementation of this accountability 
process. 

I shall conclude by requesting all members 
and key stakeholders to regularly interact 
with us and actively participate in the 
activities of the Chamber towards creating 
a more conducive business environment 
for your respective businesses and the 
overall economy of the country.

Sincerely yours 

M. ABDUL ALEEM

June 2014Newsletter
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Managing Committee Members 2014

Overseas Investors Chamber of Commerce and Industry

Aftab Husain
Managing Director & Chief 
Executive Officer 
Pakistan Refinery Limited

Asim M. Khan
Managing Director & 
Chief Executive Officer 
Pakistan Petroleum Limited

M. Saad 
Amanullah Khan
(February – May 2014)               
Chief Executive Officer 
Gillette Pakistan Limited

Ayesha Aziz
Managing Director 
Pak Brunei Investment 
Company Limited

Faisal Sabzwari
Country Manager 
Procter & Gamble 
Pakistan (Private) Limited

Irfan Siddiqui
President & Chief 
Executive Officer 
Meezan Bank Limited

Magdi Batato
Managing Director & 
Chief Executive Officer 
Nestlé Pakistan Limited                

Shahab Rizvi
Managing Director & 
Chief Executive Officer
Novartis Pharma 
(Pakistan) Limited 

Syed Khalid Siraj 
Subhani
President & Chief 
Executive Officer 
Engro Polymer & 
Chemicals Limited

Members

PRESIDENT
Asad S. Jafar
Chairman & Chief Executive Officer 
Philips Electrical Industries of Pakistan Limited

VICE – PRESIDENT

M. Asif Saad
Chief Executive Officer
Lotte Chemical Pakistan Limited

(February - April 2014)

VICE – PRESIDENT          

Atif Bajwa
President & Chief Executive Officer
Bank Alfalah Limited

(May 2014 onwards)

SECRETARY GENERAL 
M. Abdul Aleem
Chief Executive Officer
Overseas Investors Chamber of 
Commerce and Industry

OICCI 
Members

46Members

are associates of 2013 
Global Fortune 500 Companies

196
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Businesses across Pakistan have 
conveyed a minor decline in business 
confidence at the start of the year 2014 
mainly due to the rising cost of doing 
business, energy crisis and deteriorating 
security environment. 

The OICCI Business Confidence Index 
(BCI) declined to 1% in March 2014, 
compared with 2% in August 2013. This 
was revealed in the Wave 8 of Business 
Confidence Index (BCI) survey 
sponsored by the OICCI.

The Business Confidence Index remains 
in positive territory for the second 
consecutive survey with more 
businesses hinting at expanding capacity 
and planning new investments as well as 
seeking to increase the work force. 
However, the survey also points out 
critical issues that need to be addressed. 
Readers will recall that the BCI had 
picked up strongly in 2013 on the back of 
smooth political transition and the 
expected reforms program of the new 
PML-N government. 

Business Sector Performance 
The manufacturing sector posted 
stronger confidence than the retail and 
services sectors. It grew 12% in March 
2014, compared with 4% in August 
2013. This is in line with the strong 6.4% 
year-on-year growth posted by the 
manufacturing sector between July and 
December 2013. The services sector 
confidence index dipped to negative 3% 
in March 2014 from 5% in August 2013. 

The retail sector posted the sharpest 
decline as confidence index was down to 
negative 15% in March 2014 from 
negative 6% in August 2013.

The possible reasons for a dip in 
business confidence
As mentioned above, the minor decline 
in BCI March 2014 was due to the rising 
cost of doing business, persistent energy 
crisis and deteriorating security 
environment. Frequent power cuts and 
gas shortage was listed as the biggest 
single reason for lower confidence (49% 
in March 2014 vs 47% in August 2013). 
Despite steps taken by the government, 
including, paying out circular debt to 
improve the supply of electricity and hike 
in power tariffs to reduce subsidies, the 
energy crisis, it seems, has not eased for 
a vast majority of business entities. 
Deteriorating law and order environment 
remains the second biggest deterrent of 
business confidence (47% in March 
2014 vs 42% in August 2013). In 
particular, street crimes, kidnapping and 
terrorism incidents have increased 
alarmingly over the last few years, 
negatively impacting business and 
investments. 

The most surprising part of the survey 
has to be the fact that certain unseemly 
obstacles to doing business have 
become one of the major issues with 
39% of business entities listing this it as 
the top problem faced by their business 
– a sharp increase from 26% in August 
2013. This is quite surprising as 

expectations were high that the new 
federal and provincial governments 
would improve governance and 
transparency. The rent-seeking 
behaviour of different government 
departments, including in the provinces 
and regulatory bodies, seems to be a 
major cause of concern for day-to-day 
running of businesses. 

Overall, the business confidence has 
been in the positive territory since last 
year; hence it offers great opportunity to 
federal and provincial governments to 
capitalize on the positive vibes by 
ensuring improved business 
environment in the country. 

OICCI BCI survey is largely attitudinal 
and is carried out biannually to evaluate 
business sentiments. The survey reflects 
feedback from a cross section of 
business people representing 
approximately 80 % of the GDP and 
operating in major cities of Karachi, 
Lahore, Faisalabad, Multan, Peshawar, 
Quetta and Islamabad-Rawalpindi. The 
respondents were CEOs or owners of 
businesses belonging to three key 
economic sectors of manufacturing, 
services and trade.

Looking ahead to 2014 – vital signs 
show mixed picture
The improved business confidence is 
slowly translating into higher sales and 
investment spending, whereas the job 
market is still contracting albeit more 
slowly than previous year. 

OICCI BUSINESS CONFIDENCE SURVEY - WAVE 8 
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OICCI TAXATION 
PROPOSALS FOR 2014-2015 
The OICCI submitted comprehensive 
taxation proposals to the Federal Board of 
Revenue on March 25, 2014 for 
consideration in the Budget for 2014-15. 
These proposals were divided into 
different sections covering: 
 
i) Tax broadening  and documentation 

measures, 
ii) Income tax 
iii) Sales tax 
iv) Custom duty 
v) Federal excise duty and 
vi) Industry specific 

The key taxation proposals 
included in the above 
submission, which were also 
discussed in detail with the 
FBR Chairman, Mr. Tariq 
Bajwa and his senior team 
during their visit to the OICCI 
on March 28, 2014 are as 
follows: 

1. Uniform tax rates for corporate 
and other sectors

• Government should stay on course 
for the proposed reduction of 
corporate tax rate (CTR) to 30%.

• Review the upper tax slab rates of 
salaried persons raised from 20% to 
30% last year.    

2. Rationalization of Minimum Tax 
Regime 

• An explanation should be inserted to 
include carry forward of minimum tax 
in case of tax loss, to avoid 
interpretational issues. 

• Minimum tax on turnover should be 
eliminated for companies falling 
under the jurisdiction of Large 
Taxpayers Units (LTU) or those 
registered under Sales Tax Act. 

3. Delay in processing of sales 
tax/income tax refunds

• Timeframe for scrutiny of refunds 
should be reduced to 30 days.

• Fast track refunds rules must be 
ensured in true spirit and assessing 
officers should not reject the refund 
claims without fully examining the 
documentary evidences provided by 

the claimant. 
• In case refunds are processed in 

more than 30 days, interest should 
be given to the tax payer. 

4. Increase in Rebate and Incentives 
• Credit under section 65A (for dealing 

with registered vendors) should be 
increased to 5% - it is currently 2.5%. 

• Tax credit u/s 65B(1) (for investment 
in BMR) should be increased to 20% 
- currently 10% - of amount invested 
in BMR. Furthermore carry forward 
should be for 5 years - currently 2 
years.

• To reduce the menace of flying 
invoices, 5% credit should be 
introduced for companies issuing 
invoices in pursuance of chapter XIV 
of Sales Tax Rules, 2006.

 Total tax credit u/s 65 should 
however, be restricted to 5% of the 
total tax liability 

5. Revamping of Statutory 
Regulatory Orders (SROs)

 SRO culture should be abolished but 
SROs which positively attract FDI, 
encourage documentation and serve 
to act as a disincentive for the 
undocumented or unorganized 
business sectors, should be 
appropriately incorporated in the law. 

6. Structural reform in customs 
• Duty and tax structure should be 

reviewed in order to rationalize the 
impact on legal imports. 

• Unauthorized imports should be 
curbed by bringing OICCI members, 
representing the brand owners, on 
the policy board of valuation so that 
the data on country of origin is 
verified through local affiliates and 
ensuring compliance of Intellectual 
Property Rights laws in Pakistan. 

• Enforcement arm of customs should 
be strengthened with appropriate 
legal powers to stop the sale of 
unauthorized imported products.  

7. Tax broadening measures to 
increase the tax-GDP ratio

 Following actions should be taken to 
broaden the tax base and bring the 
undocumented or untaxed income 
and business sectors into the 
documentation ambit:

a) Approval of Parliament, 
transparency and consistency in 
policies:

• There should be a strong political will 
and transparency to ensure that all 
income generating activities in every 
business and service sector are 
included in tax net.

• FBR should develop, share and 
approve a 5 year tax and revenue 
enhancement strategy, which should 
be approved by Parliament. 

• Tax policies, which lead to longer 
term investment plans, should be 
suitably protected to ensure a 5 year 
phasing out period so that an 
investor is not adversely impacted by 
change in policy.  

b) Sales tax/ VAT should be 
implemented in its true form: 

 Successfully running model VAT 
systems in other countries should be 
studied and, with necessary 
modifications, implemented in 
Pakistan. 

c) Culture of Amnesty schemes and 
exemptions through SROs should 
be eliminated: 

 Tax amnesty schemes should be 
stopped and all exemptions given for 
tax and duty payments, other than 
those specifically tailored to attract 
Foreign Direct Investment (FDI) and 
for the benefit of the poorest 
segment of the population should be 
withdrawn. 

d) GDP and Tax Collection
• Exemption given to agriculture 

income should be withdrawn and 
agriculturists should file income tax 
returns and wealth statements.  

e) Filing of Tax Returns by every 
individual/ AOP /Others 

• Every individual, association of 
persons, corporate body and 
NGOs/NPOs should file annual tax 
returns, as well as wealth statement, 
irrespective of their source of income,  
if the total income for the year is Rs 
400,000 or more as in the case of 
salaried persons.  

• All income earners in all categories 
should get themselves registered  
and obtain NTN and tax authorities 
should ensure that all NTN holders 
file tax returns.

Overseas Investors Chamber of Commerce and Industry
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f) Better/Effective utilization of 
NADRA database and other 
documented sources available to 
FBR

• FBR which is currently working 
closely with the provincial motor 
vehicles tax and land revenue 
authorities to bring in potential   
tax payers in the tax net, should 
make full use other databases 
available from utility companies, 
hospitality industry and airline 
companies to bring new tax payers 
into the tax net.

g) Effective enforcement
• FBR and SBP should jointly work to 

make a secure and safe framework 
to ensure all customers of financial 
institutions whose account shows 
turnover in excess of Rs one million 
during the year, have filed a tax 
return and wealth statement. 
However access to bank accounts 
should not be given to any FBR 
official. 

• Art exhibition halls, hospitals where 
doctors practice, hotels holding large 
receptions for catwalks & sale of 
branded/designer dresses, airlines, 
travel agencies, etcetera, should 
provide names and addresses of the 
respective persons involved in these 
activities to the FBR

• FBR should send income tax return 
forms to all such persons requiring 
them to file tax returns, rather than 
waiting for the tax returns to be filed. 

• Section 111(4) of the Income Tax 
Ordinance should be amended to 
restrict tax free inward foreign 
remittances to immediate family 
members only

h) Introduction of Electronic Cash 
Registers 

 Registration of retail outlets and 
electronic cash registers should be 
made mandatory at all retail outlets 
without any turnover thresholds. 

i) Introduce accountability in tax 
administration

• Element of corruption should be 
eliminated or minimized by taking 
strong action and making a few 
examples through strong 
accountability. 

• The internal control processes of 
FBR should be re-evaluated and its 
operation and effectiveness should 
be ensured by the establishment of a 
monitoring board comprising of 
professionals and business 

executives to oversee the 
transparency in FBR.

• The performance of the tax collectors 
should not be judged solely on the 
basis of tax collected, but their efforts 
on documentation and broadening 
side should be appreciated. 

• Income tax department should have 
one online system. Every tax officer 
should be provided with login ID and 
password. All notices and 
communications with tax payers 
should be made through that system. 

• Every document generated from the 
system should be pre-numbered and 
dated, which could not be modified 
once it is sent to the tax payer. Each 
case should be assigned a unique 
number by the system and all 
proceedings should be recorded 
under that system; even if the 
proceedings of the case are finalized 
in the Supreme Court. 

• The use of an effective information 
system can easily identify the 
performance of the tax officers, and 
reduce collusion of tax officers with 
the tax payers. There should be a 
monitoring body within the tax 
department to review internal records 
of assessments, whereby tax officers 
are called to explain any 
discrepancies in the proceedings.     

 
In addition to the above the OICCI has 
also given several industry specific 
proposals relating to the following sectors 
– one proposal of each sector is 
mentioned below: 
Automobile
Reduce Minimum tax u/s 113 of the 
Income Tax Ordinance, 2001, from 1% to 
0.2% on turnover of authorized dealers of 
vehicle manufacturers.
Eliminate/ reduce withholding tax @ 3.5% 
u/s 153 of Income Tax Ordinance, 2001, 
on sale by authorized dealers of vehicle 
manufacturers. 
Banking, Leasing & Insurance
Administrative instructions should be 
issued to field officers to follow 7th 
Schedule in letter and spirit and not 
disallow un-realized foreign exchange 
losses or bad & doubtful debts provided in 
line with the law.
Chemicals/ Pesticides/ Fertilizers/ 
Paints/ Cement 
SRO 565(I)/2006 should be implemented 
comprehensively so that companies can 
freely sell all items produced in excess of 
their requirements. 

Dairy Products
SRO 670(I)/2013 should be retained to 
make good quality milk & milk based 
products available to the consumer at 
affordable prices. This SRO has the 
potential to attract the documented 
segment of the economy to bring more 
investment in dairy industry and motivate 
the undocumented sector to join the tax 
net. 
Engineering/ Electrical
Zero % duty on import of parts and CKD 
for HID light fixtures & fluorescent light 
fixtures under SRO 565(I) 2006
Fast Moving Consumer Goods
Realistic withholding tax rate should be 
introduced for FMCG’s and distributors 
who have high turnover and low margins.  
Oil, Gas and Energy
To avoid interpretational disputes between 
tax authorities and assessees in 
calculation of depletion allowance the 
following clarification should be added 
under Rule 3 of Part 1 of the Fifth 
Schedule to the Income Tax Ordinance, 
2001, “The term ‘gross receipts’, for the 
purposes of Rule 3, means gross sales 
including gathering, processing and 
transportation cost and royalty.”
Pharmaceutical
In case of amendments in assessments of 
pharmaceutical companies for alleged 
transfer pricing relevant information 
related to competing cheaper imports 
which are taken as benchmark should be 
shared, so that the company being 
assessed is given the chance to verify that 
that raw materials imported by other 
companies at lower prices are of the 
same chemical composition, efficacy and 
whether transfer pricing rules are being 
applied properly.
Telecommunications
Considering the nature of services all 
incoming international calls should be 
zero rated in line with international best 
practices. 

Concern was also expressed during the 
meeting with the FBR Chairman on the 
reversal of some important documentation 
measures which were introduced through 
the Finance Act 2013-14 and the 
frustration of honest tax payers.  

For complete details of the OICCI taxation 
proposals submitted to FBR please visit 
the website www.oicci.org. 

June 2014Newsletter
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OICCI PROVINCIAL 
TAXATION PROPOSALS 2014-2015

Taxation proposals were 
submitted to the provincial 
revenue authorities of Sindh 
and Punjab for consideration 
in their respective Provincial 
Budgets for 2014-15. These 
were discussed in detail with 
the SRB Chairman, Mr. 
Tashfeen Khalid Niaz, and his 
senior team members during 
their visit to the OICCI on 
April 17, 2014. Feedback was 
also received from the 
Punjab Revenue Authority 
also on the above date. The 
summary of the proposals 
are as follows: 

1. Integration of all Revenue 
Collections

 The present division of revenue 
collections under different ministries 
and bodies should be merged under 
one Ministry/Body.

2. Tax Broadening Measures
• Tax should be levied on all kinds of 

incomes, including agriculture, on an 
equitable income based system.

• Withholding tax should be introduced 
on agriculture related income.

• Link and interface with the National 
Tax Number should be introduced.

• Definition of agricultural activity 
should be broadened.

• Rent income for use of agricultural 
land should be taxed.

3. Coordination between Provincial 
Sales Tax Authorities  

 All the provincial revenue boards 

should agree on jurisdictions so that 
issues of ‘origin’ and ‘consumption’ 
on services are settled, including 
basis of apportionment of revenues. 

4. Reduction In Sales Tax Rate
• Sales tax rate should be reduced to 

12.5% in the 2014-15 Budget and be 
gradually reduced to 10% over the 
next three years for registered 
entities whilst the current rate should 
be maintained for unregistered  
entities. 

• Telephone usage sales tax rate of 
19.5%, should be equivalent to 
General Sales Tax rate, in order to 
harmonize all sales tax rates. 

5. Admissibility of Input Sales Tax
 Section 18 of Sindh Sales Tax on 

Services Act, 2011 read with rule 
22A of the Sindh Sales Tax on 
Services Rules, 2011 and Section 
19, Chapter III of Punjab Sales Tax 
Act, 2012 should be suitably 
amended to exclude the tax payers 
falling under Large Tax Payers Unit 
who are already subject to greater 
scrutiny and tax audits. 

6. Use of technical knowhow/ 
information for manufacturing be 
eliminated from the definition of 
Franchise services 

 Use of product knowledge, technical 
know-how information for 
manufacturing should not be 
included in the definition of Franchise 
Services.

7. Claim of Input Tax
 Claim/adjustment period of input tax 

should be increased to six months 
and adjustment should be allowed on 
payable basis rather than paid basis 
in line with the mechanism adopted 
by FBR.

8. Introduction of Zero-Rating 
• A separate schedule should be 

inserted in Provincial Sales Taxes 
Act for zero rating and exempt 
services.

• Services received by pharmaceutical 
industry should be zero rated.

• The revenue received by long 
distance international license holders 
on incoming international calls 
should be classified as zero rated 
services for harmonization of tax 
laws in Pakistan and to ensure 
convenient compliance with tax laws 
through uniform systems across the 
country.

9. Provincial Sales Tax on Toll 
Manufacturing

 Toll manufacturing should be deleted 
from the list of services as it is 
included in Federal Sales Tax Act 
1990. 

 
 For complete details of the OICCI 

Provincial taxation proposals please 
visit the website www.oicci.org. 

Overseas Investors Chamber of Commerce and Industry

Billion

Total Levies paid to Federal
and provincial governments
over PKR

700
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The Federal Budget proposals for 2014-15 
were announced by the Minister of Finance 
(MOF), Mr Ishaq Dar on June 3rd, 2014. Based 
on the initial review, the Budget 2014-15 
proposals appear business friendly and OICCI 
supports the three year fiscal policy parameters 
announced by the MOF which include raising 
the Tax to GDP ratio by 1 % annually to a 
target of 13 % by 2016-17. The focus on 
increasing the level of direct taxation is also in 
the right direction together with new measures 
to increase the tax collection and broaden the 
tax base and to levy higher taxes and increase 
the cost of doing business for the non-tax filers 
of income tax.
MOF also announced one percent reduction in 
the corporate tax rate to 33 %, as per plan, 
which is expected to boost the confidence of 
the large number of the tax paying corporate 
sector, although this reduced rate, OICCI 
opines, should also have been applicable to the 
banking sector.
The marginal reduction in taxes for telecom 
sector together with new, albeit still low, 
taxation on retail sector is a welcome move. 
The proposal to levy a reduced income tax rate 
of 20% for new investment in the 
manufacturing and construction activities where 
50% of capital is arranged through FDI in the 
form of equity, is a good move to attract new 
FDI which has become very scarce in the last 
few years. 
OICCI also appreciates the measures to 
remove exemptions introduced through SROs 
during the last 6 years while retaining 
exemptions on certain essential items. 
We have noted that several of the OICCI 
Taxation Proposals submitted to the FBR, have 
been accepted, fully or partially, including 
several tax broadening measures, and have 
been included in the Federal Budget 2014-15 
proposals. These are given below: 

1. Corporate Tax Rates 
 As promised by the Finance Minister in 

last year’s Budget speech, the Corporate 
tax rate has been further reduced by 1%, 
to 33%, and assurances have again been 
given for further reductions by 1% each 
year to eventually bring it to 30% by 
2017-18. However, as stated above, the 
reduced corporate tax rate has not been 
made applicable to the banking sector, 
which will continue to be taxed at 35%. 

2. Taxation of income of a company 
being a member of an Association of 
Persons (AOP)

 The corporate tax rate will also be 
applicable In case a company which is a 
member of AOP. Such company or 
companies shall be taxed separately at 
the rate applicable to the companies on 

their respective profit share.
3. Revamping Of Minimum Tax Regime 

(Partly)
 Minimum tax at the rate of one percent of 

turnover payable under section 113 of the 
Ordinance has been reduced for certain 
type of businesses. 

 However the ‘explanation’ expected to be 
introduced in respect of carry forward of 
minimum tax credit in certain cases has 
not been addressed.

4. Option to certain persons for taxation 
under normal regime

 The law relating to option available for 
Commercial Importers, traders, Exporters 
and Indenting commission agents to opt 
out of the Fixed Tax Regime and to be 
taxed under normal regime, under certain 
conditions has been revamped and 
extended to certain other categories of 
persons also subject to these persons 
meeting the revised criteria. 

5. Telecommunication Services
 The rate of FED on telecom services has 

been reduced from 19.5 % to 18.5% and 
withholding tax rate is reduced from 15% 
to 14%.

6. Automobile
 10% FED on >1,800cc cars/SUVs has 

been withdrawn and GST on tractors 
reduced from 16% to 10%. 

7. Dairy Industries
 Zero-rating prescribed under SRO 

670(I)/2013 dated July 18, 2013, has now 
been incorporated as a part of statute by 
an entry in the Fifth Schedule to the Act. 

8. Tax broadening measures
 Measures for broadening of tax base 

include introduction of different advance 
tax / sales tax slabs for tax filers and 
non-tax filers, thus urging the latter to 
become a part of the tax net. The Finance 
Bill also includes proposals to increase 
cost of doing business for non-tax filers of 
income tax.  

a) The persons having NTN will be classified 
as those being filers or non-filers on the 
basis of returns filed by them as 
prescribed by the law. The filer has been 
defined as the person whose name 
appears on the active taxpayers’ list or 
who is the holder of taxpayer card. This 
amendment is necessitated as a 
substantial number of NTN holders are 
not filing returns. Concessions and 
benefits for the NTN holders are expected 
to be restricted to filers.

b) Adjustable advance tax on purchase of 
immovable property @ 1% and 2% of 
value for tax filers and non-tax filers. 

c) Adjustable advance tax on persons 
traveling first‐class and executive class of 

3% on tax filers and 6% on non‐tax filers.
d) The rate of advance tax collection on 

cash withdrawals in case of non-tax filer 
has been increased from 0.3% to 0.5% of 
the amount of withdrawal.

e) The rate of withholding tax on dividend for 
non-tax filers has been enhanced from 
10% to 15% except where special rate of 
tax is prescribed at the rate of 7.5%. 
Unlike the adjustment for excess 
withholding for non-tax filers in the case of 
profit on debt, no parallel provision has 
been expressly provided in this case.

f) Adjustable advance tax at 7.5% on 
monthly bill of PKR 100,000 and above 
for domestic electricity consumers.

g) Retailers of international and national 
chains in air-conditioned malls are to be 
charged sales tax through their electricity 
bills at 5 and 7.5 per cent in addition to 
sales tax charged on supply of electricity.

h) Commercial and Industrial applications for 
electricity and gas connection will only be 
processed if the applicant is registered as 
a tax payer. 

i) Collection of advance tax on registration 
of motor vehicles

j) Profit on debt: enhanced rate of 
withholding tax at 15% of the amount of 
profit has been prescribed for non-tax 
filers if profit is more than Rs 500,000. 
However the final liability of a non-tax filer 
shall remain equal to the filer being 10% 
of the profit on debt and the excess 
withholding tax shall be adjustable against 
tax liability. 

 To summarize the government has 
sought to increase the tax net by charging 
non-tax filers a higher rate on airline 
tickets, dividend income, interest income, 
property sales, car purchases, and 
banking transactions.

9. Incentive for new FDI 
 CTR at 20% if new industrial undertaking 

or construction/housing project to be set 
up by June 30, 2017 if at least 50% of the 
total project cost is in the form of equity 
through FDI. 

10. Abolition of SROs and insertion of 
essential ones in the respective Acts

 Several exemptions introduced through 
SROs have been withdrawn while 
retaining exemptions on certain essential 
items through appropriate incorporation in 
the relevant laws.

11.  Withdrawal of Income Support Levy
  The 0.5% tax on “movable assets” in 

excess of Rs 1 million levied in the 
2013-14 Finance Act has been 
withdrawn.

OICCI RECOMMENDATIONS INCORPORATED 
IN THE FEDERAL BUDGET 2014-2015
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IPR PROTECTION IN PAKISTAN 
– THE NEED OF THE HOUR

World Intellectual Property Day was 
celebrated globally on April 26, 2014. 
Overseas Investors Chamber of 
Commerce and Industry (OICCI) also 
joined the celebration and published an 
article “Intellectual Property Rights (IPR): 
Driver of a Knowledge Economy” in a 
leading newspaper written by Saad 
Amanullah, OICCI Managing Committee 
Member and Chairman of the IPR 
Sub-Committee. OICCI also issued a 
press release urging the government to 
show demonstrable support for protection 
of Intellectual Property Rights (IPR), a key 
indicator of business climate closely 
monitored by existing and potential foreign 
investors.  
 
According to an OICCI survey, IPR 
violations are widespread, resulting in 

significant financial and social loss to 
business entities, government and people 
of Pakistan. 

OICCI strongly supports protection of IPR, 
comprising trademarks, copyrights and 
patents, as this is critical for attracting 
Foreign Direct Investment (FDI) in 
Pakistan besides encouraging innovation 
in society and containing rapid brain drain. 

As an example of the huge amounts 
spend on innovative research, leading 
multinational pharmaceutical and 
healthcare multinationals, spend between 
15 to 20 percent of their revenue on 
research and development to introduce 
new products. If proper IPR protection is 
not given to these innovative products the 
respective companies may not be willing 

to introduce proprietary products in such 
markets.  

OICCI is also concerned that Pakistan 
has been on the US IPR Watch List 301 
for many years which may deter potential 
foreign investors. 

OICCI is continuously engaged with the 
government in emphasizing that 
Intellectual Property Organization of 
Pakistan Act 2012 (IPOP), approved on 
6th December 2012 and supported by key 
stakeholders, including OICCI, should be 
fully implemented, including nomination of 
the IPOP Chairman, formation of the 
IPOP Policy Board and establishing the 
intellectual property rights tribunals to 
adjudicate IPR violations, which are 
essential features of the IPOP Act. 

SNAPSHOT OF MEMBERS SUCCESS STORIES

Result of the survey done internally to measure the growth in turnover and profit over the 
period 2009-2013 and comparative survey done for 2009-2012 of the 57 OICCI member 
companies listed on the Karachi Stock Exchange.

COMPOUND ANNUAL GROWTH RATE OF OICCI LISTED COMPANIES 2009-2013

Annual Capital Expenditure

Billion

PKR129
Value of Total Assets

Billion

PKR6,128 
Profit Before Tax Turnover

13.94%
15.83%

16.96%
19.41%

2009-2013

Compound Annual Growth Rate

2009-2012
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PHARMA BUREAU ACTIVITIES

2014 started much in the 
same way as 2013 
ended, yet another 
difficult year for the 
pharmaceutical industry 
in Pakistan. The year 
began with a renewed 
and vigorous discussion 
on the issue of pricing. 
As you are all aware 
Pakistan has one of the 
highest levels of price 
control in the world and 
the anomaly in Pakistan 
is that despite drugs 
being decontrolled and 
the government’s own 
gazette formula for 
annual input cost 
increase adjustment for 
price controlled 
products, the Drug 
Regulatory Authority of 

Pakistan will not allow 
the same to be applied to 
drugs.

After many representations to and 
meetings with the regulators on the pricing 
issue the Policy Board of the DRAP, 
recognizing the industry’s problems, 
recommended a price increase of 15% on 
certain products. SRO 1002 was issued in 
December and immediately withdrawn by 
the government. Its withdrawal was a 
huge set-back to the industry which had 
been working tirelessly for several months 
with the new government in Islamabad. 
The Pharma Bureau has continued to 
engage with the DRAP and other 
stakeholders, demanding for a justifiable 
inflationary adjustment in the immediate 
term and a transparent Pricing Policy in 
the long term.

In February, the PB and its members met 
with A. Q. Javed Iqbal, Director QA & Lab 
Testing DRAP. The meeting provided an 
excellent opportunity for members of the 
Pharma Bureau to raise their concerns 
with Javed Iqbal. Mr. Javed Iqbal thanked 
the Pharma Bureau for agreeing to meet 
with him and briefed the members on the 
various issues. The Director QA also 
welcomed such candid meetings and 
welcomed feedback from PB’s members. 

Following on from the success of the 
QMS Seminar Phase I conducted in 
Lahore on 11th October 2013, the PB in 
collaboration with International Health 
Partners and Pakistan Pharma Forum 
organized a 2-day QMS Seminar at the 
Hotel Avari Lahore from the 30th of April 
till the 1st of May. 
The workshop topics, based on the 
feedback from Phase I were on 
Documentation, Lifecycle Equipment 
Management and Environment Health 
and Safety.

Dr. Farid Khan (Head Trainer), Mariuam 
Qaiser (GSK – UK) and Emma Hancox 
(International Health Partners) were the 
Instructors and carried out the workshop 
with the help of the facilitators, nominated 
by our member firms.

The workshop was a success with high 
levels of participation from the Drug
Testing Laboratories, Central Drug Labs 
as well as from members of the DRAP 
and local manufacturers. The Pharma 
Bureau would like to thank all the 
facilitators who helped make this seminar 
a success.

The PB has also actively engaged with 
the media to clear the misconceptions 
held of the pharma industry. A series of 
meetings were held with journalists to 
highlight the key issues of the industry.
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EVENTS AT THE CHAMBER 

Tariq Bajwa; Chairman Federal Board of Revenue;  
accompanied by Mr. Shahid Hussain Asad; 
Member Inland Revenue-Policy/Official 
Spokesperson FBR;  Muhammad Ashraf Khan; 
Member Inland Revenue–Operations; and  Nisar 
Muhammad Khan; Member Customs Member 
Customs; visited the OICCI on March 28, 2014, for 
a meeting with OICCI members.

Tashfeen Khalid Niaz; 
Chairman Sindh 
Revenue Board (SRB); 
and Mushtaque Kazmi; 
Advisor on Taxes; visited 
the OICCI for an 
interactive session with 
members on April 17, 
2014, to discuss OICCI’s 
2014-15 Taxation 
Proposals for Sindh.  

OICCI President, Asad S. Jafar and CE/Secretary 
General M. Abdul Aleem released the results of the 
Business Confidence Index Survey – wave 8, to 
Business Editors and senior journalists of the print 
and electronic media on March 25, 2014.

A US delegation comprising of two Congressional Staff members 
from the US Senate Foreign Relations Committee in Washington - 
Damian Murphy and Michael Phelan; US Consul General Karachi - 
Michael Dodman; Deputy Mission Director USAID - Leon Waskin; 
Bureau of International Narcotics and Law Enforcement Affairs 
(INL) - John LaRochelle; Senior Budget Advisor, US Department of 
State - Susanna Guajardo; Political/Economic section Chief, US 
Consulate Karachi - Anupama Prattipati; Economic Specialist, US 
Consulate, Karachi - Fahd Zaidi and Economic Assistant, US 
Consulate Karachi - Rahmat Jalil; visited the OICCI on Wednesday, 
February 19, 2014. 

Miles Young; Chairman of the US-Pakistan Business Council 
and CEO of Ogilvy & Mather; along with Esperanza Gomez 
Jelalian; Executive Director, US-Pakistan Business Council; and 
Director, South Asia, US Chamber of Commerce, Carolyn 
Breham; Vice President, Global Government Relations & Public 
Policy, Procter & Gamble and member of the Board of Directors 
of the U.S.–Pakistan Business Council, who came to Pakistan 
from the USA to promote business and trade between the two 
countries; visited the OICCI on Thursday March 20, 2014. Moin 
M Fudda; Country Director, Center for International Private 
Enterprise; Taher A. Khan; Chairman and Founder Interflow 
Group of Companies, Pakistan; Fazli Qadir, Executive Vice 
President, EPC; and Chief Technology Officer, Hecate Energy; 
Kamran Qamar; Business Unit Controller, Grains and Oilseeds 
Asia and Pakistan, Cargill Singapore; Ashraf Qazi; Chief 
Executive Officer, Pak American Investment Group, LLC and 
member of the Board of Directors of the US–Pakistan Business 
Council and David Wilhelm; Chief Strategy Officer, Hecate 
Energy also came with the visitors. 

Launch of the OICCI Business Confidence Index Survey    
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Ahmed Chinoy; H.I.S.I, Chief of Citizens Police Liaison 
Committee (CPLC); Sindh along with Zubair Chhaya; Chief 
ZRC Malir and  Ghulam Abbas Badami; Head of Task 
Force for Special Assignment; visited the OICCI on 
Tuesday, April 15, 2014, for an interactive session with 
senior security executives of OICCI member companies.

His Excellency Dr. Cyrill Nunn, Ambassador of Germany, 
Hans Juegen Paschke, Consul  General & Deputy Head of 
Mission and Shazia Shaikh, Trade and Economic Officer, 
Embassy of Germany visited the OICCI on Monday, March 
17, 2014.

NTC Chairman Prince Abbas Khan and 
Director General Abdul Khaliq visited the 
OICCI on Thursday, 13 February, 2014. This 
was the first ever visit of NTC hierarchy to 
the OICCI.

Patrick Moody; Head of the Pakistan and 
Afghanistan Department, British Foreign 
office in London; and John Tucknott; British 
Deputy High Commissioner and Director 
UKTI; visited the OICCI on March 13, 2014. 

Consul General Mr Akira 
Ouchi and Consul Mitsuhiro 
Kobayashi of the 
Consulate-General of 
Japan, visited the OICCI on 
Friday, February 14, 2014. 

The traditional OICCI golf 
tournament for the “Merchants 
Cup”, which was started over 
ninety years ago in 1923 and is 
one of the oldest running Golf 
Trophies of the country, was 
played on Sunday, March 2, 
2014, at the Karachi Golf Club. 
The winning team Ms. Maliha 
Elahi and Mr. Siyyid Tahir 
Nawazish being presented the 
trophy by Mr. Asad S. Jafar.

A Japanese TV and press delegation 
comprising of eight journalists led by Akira 
Ikegami; a well-known TV personality in Japan, 
freelance journalist and author; visited the 
OICCI on Thursday March 6, 2014. They were 
accompanied by Kimihide Ando; the previous 
OICCI President. 
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OICCI BUILDING AVAILABLE FOR RENT

FACILITIES AVAILABLE FOR MEMBERS

The first floor in the OICCI Building measuring approximately 
13,200 square feet, out of which 1,200 square feet can be 
separated and accessed independently, is available for rent. 
Located on Talpur Road, adjacent to I. I. Chundrigar Road, the 
85 year old heritage structure stands proudly at the centre of 
Karachi’s business hub and at walking distance from the State 
Bank of Pakistan as well as the Head Offices of many leading 
organization and financial institutions in the country.
The overall environment and facilities available at the premises 
are as per the standards of health and safety conditions 
necessary for a productive working atmosphere. The building has 
wide spacious rooms, high roofs, elegant wood work, and 
wooden doors. Car parking facility for 25-30 cars will be included 
in the tenancy agreement. 

Members may utilize the Main Council Hall which can accommodate 75-80 persons and board room (10-15 persons), which can be 
used for holding AGMs, EGMs, Conferences, Seminars, Corporate Training Sessions, and Workshops etc.  Members can also utilize 
the state-of-the-art Video Conferencing and Multimedia facilities available at the chamber at reasonable rates.

OVERSEAS INVESTORS CHAMBER OF COMMERCE & INDUSTRY (OICCI)

Chamber of Commerce Building, Talpur Road, P.O. Box 4833, Karachi 74000, Pakistan
Phone +92 (21) 32410814
Fax +92 (21) 32427315
Email info@oicci.org
Website: www.oicci.org 

If you have a specific matter to discuss, you may direct your queries and feedback to the relevant department.

Mr. Agha Ashraf
Assistant Manager Corporate Affairs

021 – 32410814-5 Ext 19
agha.ashraf@oicci.org

Ms. Sakina Chakera
Research Officer

021 – 32410814-5 Ext 13
schakera@oicci.org

Ms. Janet Joseph
PR & Publications Officer

021 – 32410814-5 Ext 15
janet@oicci.org

Mr. Shaiq M. Qureshi
Communications Officer

021 – 32410814-5 Ext 17
shaiq.qureshi@oicci.org

Ms. Shumaila Shakoor
Communications Officer

021 – 32410814-5 Ext 22
shumaila.shakoor@oicci.org

Mr. Waqar Arif
I. T. Officer

021 – 32410814-5 Ext 14
waqar.arif@oicci.org


