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FBR mulling over options to fetch additional Rs600bn

ISLAMABAD: The FBR is mulling over different options to fetch additional Rs600 billion
through effective enforcement and administrative improvements as well as moving
ahead with one-time tax on sectors earning abnormal profits at difficult times, it is
learnt.

The FBR’s task for generating additional revenues becomes difficult in the wake of
severe slowdown on the economic front in post COVID-19 scenario and secondly the
sharp decline in POL prices also makes the task of tax machinery more complicated. It is
hard nut to crack so the FBR will have to really strive hard to achieve the envisaged
target in next financial year.

The government is all set to fix FBR’s annual collection target at Rs5,000 to Rs5,103
billion for next budget against revised target of Rs3,908 billion for outgoing fiscal,
indicating that it requires around 31 percent growth.

One top official of FBR confirmed to The News on Saturday night that with nominal
growth of 10 percent (GDP growth of 2 percent and inflation at 8 percent), the FBR’s
collection could go up to Rs4,400 billion and the tax elasticity could result in increasing
revenues to the tune of Rs4,500 billion.

The remaining Rs500 to Rs600 billion will be the real challenge for the tax collection
machinery, said the FBR official and added that the government and IMF were holding
technical parleys to expand GST in shape of value added tax (VAT) on whole supply of
value chain. The manufacturers, wholesalers and now retailers at all levels must come
into tax net, said the official. However, keeping in view difficult situation Pakistani
authorities might convince the IMF to delay its full implementation for time being.

Dr Khagan Najeeb, who has served as Advisor to the Ministry of Finance said that it is
estimated for FBR to collect around Rs3,950 billion this year. The way to go from
Rs3,950 billion to estimate of around Rs5,000 billion can entail a maximum effort on
monitoring, enforcement and compliance.

He said this should, along with nominal growth, give a revenue increase between 15 to
20 percent. “The remaining smaller gap can come by one time taxation of sectors
showing abnormal profits,” he added.

Dr Khagan said there is scope for doing risk based audits which can identify very
specific areas where there is a large tax gap. Initiating transfer pricing audits of
Multinational Enterprises (MNEs) can help collect taxes dues in Pakistan. He mentioned
that other areas like land tax are also possible even as a one-time push.
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Dr Khaqgan also said that an unprecedented drop in oil prices and subsequent hedging
can make room to collect Rs489 billion in petroleum levy and still have a low petroleum
price in the country.

When contacted, Chief Executive Officer (CEO) MAFA Capital Muzammil Islam on
Saturday said that likelihood to achieving Rs5.1 trillion tax target is possible if we adjust
FY20 tax targets with lockdown. He said that the government revenue proceeds would
have easily touched Rs4.4 trillion if nation doesn’t fall into lockdown. The biggest risk to
revenue collection is declining interest rates and decline in petroleum consumption, he
added. The government collected hefty withholding tax (WHT) on account of interest
income from both banks and individuals. The debt servicing is estimated to decline by
Rs1,000 billion. “More than Rs10 trillion worth of deposits expected to earn 40 percent
less from interest income in FY21”, he added.
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