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FOREWORD

This edition is 22nd in the series of FBR publications. It contains a detailed analysis of the four taxes administered by the Federal Board of Revenue. It is a compendium of information on all important aspects of federal taxes and covers the performance of last five years. It reflects appraisal of the performance of the tax collecting departments of FBR and serves as the basis for further improvement and appropriate policy decisions.

FBR believes in transparency, team work and responsiveness as core values which serve as main guiding principles in performance of its functions as a progressive and modern organization. These values are pursued in formulation of tax policy as well as improvement in tax collecting mechanism. A manifestation of this endeavor is also reflected in sharing FBR Yearbook with all stakeholders through the statistical presentation and analysis.

I appreciate the efforts of Mr. Nisar Mohammad, Member (Strategic Planning, Reforms & Statistics) and Mr. Umar Wahid Director (Research & Statistics) for compiling the Yearbook with comprehensive details. FBR believes in engaging all stakeholders in consultative dialogue for narrowing the gap between its performance and expectations.

 ( Ali Arshad Hakeem )

Secretary Revenue Division/

Chariman, FBR

PREFACE

The FBR year book 2011-12 is a regular annual publication which encompasses the detailed analysis and historical statistical data relating to Federal Taxes.

The Year Book 2011-12 has been divided into two parts. Part one contains the history of FBR, and brief commentary on the performance of federal tax administered by FBR.

Part two of the publication consists of detailed statistical data of federal taxes collected during last five years. The collection figures as contained in the current edition of Year Book have been reconciled both at field and national level with the AGPR, Islamabad.

Mr. Umar Wahid, Director (R&S) and his team has made commendable efforts in bringing out this valuable publication. Their hard work is highly appreciated.

To make the future edition of the Year Book more comprehensive and useful for researchers, fiscal analysts and tax administrators, suggestions and comments from our valued readers will be highly appreciated.

 ( Nisar Muhammad )

Member (SPR&S), FBR

PART – I

FEDERAL BOARD OF REVENUE 

A BRIEF PROFILE

CHAPTER - 1PRIVATE 

Federal Board of Revenue
A Brief Profile

The present Federal Board of Revenue was created as Central Board of Revenue in April 01, 1924 through enactment of the CBR Act, 1924. In 1944, a full-fledged Revenue Division was created under the Ministry of Finance. After independence, this arrangement continued up to 31st August 1960. On the recommendations of the Administrative Re-organization committee, CBR was made an attached department of the Ministry of Finance. In 1974, further changes were made to streamline its functions. Consequently, the post of Chairman CBR was created with the status of ex-officio Additional Secretary and Secretary Finance was relieved of his duties as ex-officio Chairman of the CBR.

To remove further impediments in the exercise of administrative powers of a Secretary to the government and effective formulation and implementation of fiscal policy measures, the status of the Revenue Division was restored under the Ministry of Finance on October 22, 1991. It was abolished in January, 1995 and CBR was reverted back to the pre 1991 position. However, it was again re-established on December 01, 1998. The Revenue Division continues to exist since then. In the wake of restructuring of its functions, CBR has adopted new Act under which it has been renamed as Federal Board of Revenue (FBR) since July 2007. 

Functions of Revenue Division/ FBR
In the existing setup, the Chairman, FBR, being the executive head of the Board has the responsibilities of:

· Formulation and administration of taxation policy;

· Levy and collection of federal taxes;

· Quasi-judicial function of hearing of appeals;

· Enter into double-taxation treaties with other countries;

· Liaise with all Ministries as well as Chambers of Trade and Industry; and

· Provide an up-date on FBR activities to the President and the Prime Minister of Pakistan.

Organizational Set-up
The Chairman, FBR is assisted by 13 Members. There are four operational Members i.e., IR Policy, Customs, IR Operation(North) and IR Operation(South) four support Members namely Strategic Planning, Legal, HRM, Administration. The functional Members are Taxpayers Audit, FATE, Accounting, Training. Besides this top tier, senior management also includes various Director Generals and two Chief Collectors North and South.
All Domestic taxes, i.e., income and corporate taxes, sales tax and Federal Excise have been co-located within three Large Taxpayer Units (LTUs), and 18 Regional Tax Offices (RTOs). Whereas, tax collection at imports are being handled by 15 Model Customs Collectorates (MCCs).
The names of Secretaries/Ex-officio Chairmen, full time Chairmen; Secretary General Revenue Division/ Chairmen and Vice Chairmen, who headed the Revenue Division/CBR from August 14, 1947 onwards, are presented below for ready reference.

Finance Secretaries/ Ex-Officio Chairmen, CBR (14.08.1947 to 10.10.1971)

1)
Sir Victor Turner
14.08.1947
01.02.1950


2)
Mr. Abdul Qadir
01.02.1950
25.02.1952


3)
Mr. Mumtaz Hassan
25.02.1952
01.11.1958


4)
Mr. H. A. Majid
01.11.1958
29.07.1960


5)
Mr. M. Ayub
29.07.1960
19.06.1961


6)
Mr. Mumtaz Mirza
19.06.1961
06.03.1963


7)
Mr. M. M. Ahmed
06.03.1963
30.05.1966


8)
Mr. Ghulam Ishaq Khan
31.05.1966
08.09.1970


9)
Mr. A.G.N. Kazi
08.09.1970
10.10.1971

Chairmen, CBR (11.10.1971 to 03.10.1991)

1)
Mr. M. Zulfiqar
11.10.1971
17.11.1973


2)
Mr. Riaz Ahmad
17.11.1973
30.09.1974


3)
Mr. M. Zulfiqar
01.10.1974
12.11.1975


4)
Mr. N. M. Qureshi
12.11.1975
14.12.1980


5)
Mr. Fazlur Rahman Khan
14.12.1980
11.08.1985


6)
Mr. I. A. Imtiazi
11.08.1985
20.08.1988


7)
Syed Aitezazuddin Ahmed
20.08.1988
02.01.1989


8)
Mr. Ghulam Yazdani Khan
22.01.1989
11.08.1990


9)
Mr. Ahadullah Akmal
16.08.1990
24.07.1991


10)
Mr. Sajjad Hassan
24.07.1991
03.10.1991

Secretary Revenue Division/ Chairmen, CBR (03.10.1991 to 11.01.1995)

1)
Mr. Sajjad Hassan
03.10.1991
03.11.1992


2)
Mr. M. Mubeen Ahsan
03.11.1992
03.05.1993


3)
Qazi M. Alimullah
03.05.1993
17.07.1993


4)
Mr. Javed Talat
26.07.1993
01.07.1994 


5)
Mr. A.R. Siddiqi
11.07.1994
11.01.1995

Vice Chairman, Chairmen CBR (13.07.1995 to 06.11.1998) 

1)
Alvi Abdul Rahim     
(13.07.1995  to 28.08.1996)


(Remained vice Chairman of CBR before becoming Chairman CBR)


2)
Mr. Shamim Ahmed 
28.08.1996
11.11.1996


3)
Mr. Hafeezullah Ishaq
11.11.1996
02.01.1998


4)
Mr. Moinuddin Khan
02.01.1998
06.11.1998

Secretary Revenue Division/ Chairmen, CBR (07.11.1998 to 17.05.2009)

1)
Mian Iqbal Farid
07.11.1998
06.11.1999


2)
Mr. Riaz Hussain Naqvi
08.11.1999
02.07.2001


3)
Mr. Riaz Ahmad Malik
03.07.2001
11.03.2004


4)
Mr. M. Abdullah Yusuf
12.03.2004
14.06.2006


5)
Mr. Ahmad Waqar
23.07.2008
17.05.2009

Secretary General Revenue Division/ Chairman, FBR


1)
Mr. M. Abdullah Yusuf
14.06.2006
23.07.2008

Chairmen, FBR


1)
Mr. Sohail Ahmed
18.05.2009
18.03.2010

Secretary Revenue Division/ Chairmen, FBR


1)
Mr. Sohail Ahmed
19.03.2010
 20.12.2010

2)
Mr. Salman Siddique
21.12.2010
 21.01.2012

3)
Mr. Mahmood Alam
21.01.2012
 13.02.2012

4)
Mr. Mumtaz Haider Rizvi
13.02.2012
 11-07-2012
            5)
Mr. Ali Arshad Hakeem
11-07-2012        to date
List of Directors of the Directorate of Research and Statistics, FBR

	S.No.
	Name of Directors
	From
	To

	1
	Dr. B.Azhar
	01-12-1967
	29-11-1971

	2
	Mr. R.M.U Sulman
	01-07-1974
	31-05-1979

	3
	Mr. Blund Akhtar
	21-08-1979
	14-09-1979

	4
	Mr. Masood Ahmad Dahir
	15-09-1979
	14-02-1980

	5
	Mr. Riaz Hussain Naqvi
	25-02-1980
	30-04-1980

	6
	Khawaja Habib-Ullah
	30-04-1980
	02-08-1980

	7
	Raja Muhammad Akram Azam
	02-08-1980
	01-12-1980

	8
	Mr. Muhammad Afzal
	01-12-1980
	04-06-1981

	9
	Mr. Muhammad Tariq
	05-06-1981
	31-12-1981

	10
	Mr. Gulzar Ahmad Qureshi
	04-01-1982
	20-07-1982

	11
	Mr. Alvi Abdur Rahim
	15-08-1982
	08-05-1983

	12
	Khawaja Habib-Ullah
	16-05-1983
	08-08-1983

	13
	Mr. Muhammad Maqsood
	08-08-1983
	03-02-1985

	14
	Dr. B.A.Azhar
	03-02-1985
	12-09-1985

	15
	S.M. Yehia
	15-09-1985
	10-10-1992

	16
	Mr. M. Mushiruddin
	11-10-1992
	12-11-2000

	17
	Mr.Muhammad Iqbal Khattak
	05-02-2000
	04-06-2001

	18
	Mr. Muhammad Arshard Perwaiz
	25-08-2001
	19-07-2002

	19
	Raja Sikandar Khan
	19-07-2002
	08-09-2003

	20
	Mr. Abdul Ghanni Channa
	18-09-2003
	19-11-2003

	21
	Mr. Liaquat Ali Chaudhry
	20-11-2003
	24-01-2005

	22
	Mr. Najeeb Qadir
	15-07-2005
	06-12-2012

	23
	Mr. Umar Wahid
	06-12-2012
	Todate
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Chapter-2

Economy and Resource Mobilization

The Economy
Pakistan economy has observed frequent internal and external shocks since 2007 and onwards. The sharp increase in international oil and food prices, the internal security threats due to campaign against terrorism and the repeated natural disasters in the form of successive floods have buffeted the macroeconomic strategy with shock after shock. Domestically, the deteriorating law and order situation together with energy crisis have drastically impacted economic growth. The campaign against extremism with its connected destruction of physical infrastructure, and the associated rise in expenditure has all taken their toll. The growth in our export markets has slowed down compared to last year. Gross Domestic Product (GDP) growth has been stuck at a level, which is half of the level of Pakistan’s long-term trend potential of about 6.5 percent per annum and is lower then what would be required for sustained increases in employment and income and a reduction in poverty.
Amidst the critical challenges, the government’s strategy continued to focus on regaining macroeconomic stability. There have been some successes. Pakistan has been able to withstand the pressures and improve its performance in some key areas such as the check on inflation, the increase in exports and revenue generation and maintenance of comfortable foreign exchange reserve levels. 

The economy is now showing signs of modest recovery. The commodity producing sectors and especially the agriculture sector are doing better. Some improvement is also witnessed in the Large Scale Manufacturing (LSM) sector. The Service sector also gained from healthy trade activities and the improvements in the commodity producing sectors. The smooth functioning of the supply chains is playing a key role in improving the economic situation and ensuring the availability of essential items. Pakistan has the potential to grow at 6 to 7 percent in the next couple of years.

The GDP growth for 2011-12 was projected at 4.2 percent on the back of 3.4 percent growth in Agriculture, 2 percent growth in LSM and 5 percent in Services sectors. However, the torrential rains in Sindh province during August 2011 compelled the government to revise its GDP growth target to 3.6 percent from 4.2 percent on the basis of 2.5 percent growth in Agriculture, 1.5 percent in LSM, and 4.4 percent growth in services sector (Economic Survey of Pakistan 2011-12).

The revised growth targets have been met and marginally exceeded. The economy has shown resilience. GDP growth for 2011-12 has been 3.7 percent as compared to 3.0 percent (revised) in the previous fiscal year 2011. The Agriculture sector recorded a growth of 3.1 percent against a target of 3.4 percent and previous year’s growth rate of 2.4 percent. The Large Scale Manufacturing sector grew by 1.8 percent as compared to the target of 2.0 percent and against the growth of 1.2 percent in the last year. Although the Services sector recorded steady growth of 4.0 percent as compared to 4.5 percent in 2010-11, this was lower than the target of 5.0 percent set for the outgoing year. (Economic Survey of Pakistan 2011-12)

It may be highlighted that Pakistan’s economy is very closely linked with rest of the world due to its high external sector exposure. The International Monetary Fund (IMF) has warned that the Euro Zone debt crises is escalating and dragging the entire World Economy (IMF report 2012). Several countries of the Euro zone are important trading partners of Pakistan. As such, any untoward development in these countries could have a substantial negative impact on the economy of Pakistan. A contraction or stagnation in economic activity in the global economy, can potentially affect the level of our exports, Foreign Direct Investment (FDI) and home remittances adversely. 

FBR Revenue Collection
On the revenue front, despite unfavorable economic conditions, FBR has been able to collect Rs. 1,882.7 billion at the end of the fiscal year 2011-12. A growth rate of 20.8 percent over last year collection has been attained despite 37.4 percent higher refunds were paid back to the taxpayers

Another improvement has been witnessed in relative term the Tax-GDP ratio has increased to 9.1 percent from the lowest level of 8.8 percent during 2010-11. This is a positive gain of resource mobilization efforts of the organization. Detailed analysis on the performance of FBR is as follows: 

Collection vs Target.
The FBR revenue target for the FY: 2011-12 was fixed at Rs.1,952  billion at the time of announcement of Federal Budget. The target was linked with expected growth in GDP, the rate of inflation, tax buoyancy and other key economic indicators such as growth in the Large Scale Manufacturing sector and imports. To reach the target of growth at 25.3 percent was required over the actual collection of Rs. 1,558 billion during Fiscal Year 2010-11.  Unfortunately, FBR remained confronted with general economic slowdown right from the beginning of the year. There was a negative growth in imports during second half of the years except June where the growth was positive. Since import taxes i.e. Customs duty, sales tax on import, withholding tax on import and FED at import stage, constitutes more than 35 percent of the total revenue collection of FBR, thus resource mobilization efforts were badly impacted accordingly. Secondly, manufacturing sector, which is base for domestic taxes, has also exhibited negative growth during first half of the year; therefore, revenue realization from the manufacturing sector and related businesses has also been badly affected. Another, factor behind low growth scenario was shortages of energy in the country throughout the year. The consumption of energy in the industrial sector i.e. electricity and gas has declined by 6.5 percent and 2.6 percent respectively (Economic Survey 2011-12). Resultantly production process slowed down and tax efforts of FBR were adversely affected. However, the macroeconomic indicators slightly improved during second half of the year, but could not bridge the gap that had been created during the first half of the year.
 Despite these adverse economic situations, FBR has performed well during the fiscal year 2011-12. Table-1 indicates that though the assigned target has been missed by a margin of 3.7 percent, however, a healthy growth of 20.8 percent has been attained at the end of the year.
Table 1: Historial Collection Trend
(Rs. in Billion)

	Year
	Targets
	Collection
	Growth

(%)
	Target Achieved (%)

	2007-08
	1,000
	1,008
	-
	100.8

	2008-09
	1,179
	1,161
	15.2
	98.5

	2009-10
	1,380
	1,327
	14.3
	96.2

	2010-11
	1,588
	1,558
	17.4
	98.1

	2011-12
	1,952
	1,883
	20.8
	96.4


If we look at tax wise performance with respect to target achievement it is evident from Table-2 that except Customs Duty rest of the taxes have missed their assigned targets. Customs Duty has achieved rather surpassed the target by a margin of 0.9 percent which is a positive sign.

Table 2: Tax-Wise Targets and collection during FY: 2011-12

(Rs. in Billion)

	Description
	Targets
	Collection: 2011-12
	Achievement of Target (%)

	
	
	
	

	Direct Taxes
	745
	738.4
	99.1

	Sales Tax (Total)
	852
	804.9
	94.5

	Federal Excise
	140
	122.5
	87.5

	Customs Duty
	215
	216.9
	100.9

	All Taxes
	1,952
	1,882.7
	96.5


Comparison of Revenue Collection FY: 2011-12 and 2010-11
FBR has collected Rs. 1,882.7 billion during FY: 2011-12, as against Rs. 1,558 billion during FY: 2010-11. The additional revenue added by FBR has been Rs 324.7 billion during FY: 2011-12, which is all time high in the history of FBR. The performance is commendable when viewed in the context of low growth scenario confronted throughout year. It may also be highlighted that peak period of the economy was from 2003-04 to 2006-07, when all the macroeconomic indicators were on the rise; the real GDP growth was ranging between 5-7 percent however the additional revenue in a single year was not to that extent. This achievement has been made despite around Rs. 40 billion or 37.4 percent higher refunds/rebates has been paid back to the taxpayers as compared to previous years. 
Table-3 below elucidates tax wise performance during the period under review. All the four taxes have exhibited healthy performance except FED where negative growth of 10.8 percent has been recorded. Major reasons behind the negative growth is abolition of Special Excise Duty (SED) both at import and domestic stages, reduction of FED rates of beverages from 12 percent to 6 percent and also reduction of FED rates on cement from Rs 700 per Metric ton to Rs 500 per Metric ton. The collection under direct taxes has been 738.4 billion which is higher by 22.6% as compared to the corresponding period of last year. Similarly, an amount of Rs. 804.9 billion has been collected under the sales tax head during FY: 2011-12 indicating a growth of 27.1% over the collection of Rs. 633.4 billion in the comparable period of last year. This is partially due to the tax base broadening efforts of the Government by removing major sales tax exemptions and Zero rating. Sales tax collection from imports has registered a healthy growth of 39.4%. Around 15% growth has been yielded in sales tax collection from domestic side. 
As far as customs duty is concerned, an amount of Rs. 216.9 billion has been collected during the year 2011-12. The collection of customs duty has recorded a growth of 17.3% over the collection of Rs 184.9 billion in the corresponding period of last year. This achievement has been made despite modest growth of 6.1% in the dutiable import during the period under review. Figure -1 indicate historical revenue collection trend.

Table 3: Tax-Wise Comparaison of Revenue Collection                                     during FY: 2011-12 and FY: 2010-11
(Rs. in Billion)

	  Description
	2011-12
	2010-11
	Change
(%)

	
	
	
	

	Direct Taxes
	738.4
	602.4
	22.6

	Sales Tax (Total)
	804.9
	633.4
	27.1

	Federal Excise 
	122.5
	137.4
	-10.8

	Customs Duty
	216.9
	184.8
	17.3

	All Taxes
	1,882.7
	1,558.0
	20.8
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HISTORICAL TREND OF REVENUE COLLECTION


Tax-wise performance:-
Direct Taxes:
Currently direct taxes have two main component i.e., income tax and Workers Welfare fund (WWF) and Worker Profit Participation Fund (WPPF). Wealth tax has been abolished long ago, however, minor collection in installments of left over cases are still reported. Similarly, CVT has been transferred to the provinces under the new NFC award, but small amount of leftover cases is reported. Both Wealth tax and CVT are having negligible contribution in the direct taxes collection. 
Direct taxes are the second major source of federal taxes revenue after sales tax. The net collection of Direct taxes has been recorded at Rs. 738.4 billion during 2011-12, indicating a growth of 22.6 percent over the collection of corresponding period last year. The collection from income tax has increased by 22.1 percent when compared with previous year (Table-4). Its share in total direct taxes has also witnessed minor decrease from 96.7 percent in FY: 2010-11 to 96.3 percent in FY: 2011-12. However, the decline in WWF collection by Rs. 7.4 billion has affected the overall growth in direct taxes. Figure-2 indicate historical trend of direct taxes.
Table 4: Direct taxes Collection
(Rs. In Million)
	Tax Head
	2011-12
	2010-11
	% Growth
	% Share in Direct Taxes

	
	
	
	
	2011-12
	2010-11

	Income Tax
	711,017
	582,424
	22.1
	96.3
	96.7

	CVT
	126
	132
	-4.6
	0.0
	0.0

	W WF & WPPF
	27,275
	19,886
	37.2
	3.7
	3.3

	Wealth Tax
	5.6
	9
	37.8
	0
	0.0

	Direct Taxes
	738,424
	602,451
	22.6
	100.0
	100.0
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Figure-2  TREND OF DIRECT TAXES COLLECTION


As explained above income tax is the major source of revenue of direct taxes therefore, our attention is focused on this tax. Income tax has three major components i.e., Collection on demand, Withholding tax and Voluntary payments. The component-wise collection of income tax is given in the following table-5. A significant increase of over 80 percent has been observed in collection from demand creation followed by voluntary payments which has recorded 21 percent increase during 2011-12. Withholding tax has registered a growth of 17.5 percent. 
Table 5: Components of Income Tax Collection and Performance
(Rs. In Million)

	Tax Head
	2011-12
	2010-11
	% Growth
	% Share in Direct Taxes

	
	
	
	
	2011-12
	2010-11

	(A) Out of     Demand
	130,054
	72,182
	80.2
	16.0
	11.5

	(B) Voluntary payments
	 237,366
	196,065
	21.0
	29.2
	31.2

	(C) Withholding Taxes
	420,088
	357,836
	17.5
	51.8
	56.9

	     Miscellaneous
	24,016
	3,019
	696.5
	3.0
	0.5

	Gross
	811,524
	629,102
	29.0
	100.0
	100.0

	Refund
	91,560
	46,678
	96.2
	
	

	Net
	719,964 
	582,424
	23.6
	
	


However, the percentage shares of WHT in total income tax during FY: 2011-12 was recorded at 51.8 percent which was 56.9 percent in FY: 2010-11. The share of voluntary payments has declined to 29.2 percent which was 31.9 percent as compared to last year. A major shift has been recorded in demand creation where the share has gone up to 16 percent during FY: 2011-12 from 11.5 percent last year. 
Withholding Tax:
Withholding tax is an accepted mechanism for ensuring the coverage of income tax collection and is levied at source of certain types of economic activities in the economy. It is a sort of advance tax in nature. Unlike the income tax, the impact of withholding taxation gets transferred to the consumer due to its time of applicability. 
The growth pattern within WHT collection has been presented in the following table. A substantial increase in percentage growth has been observed in collection from dividends, bank interest and securities, telephone, commission, imports and salaries. The contribution from top 13 WHT heads has been included in the following table. 


Table 5: Major Heads of Withholding tax Collection
(Rs. In Million)

	Description
	2011-12
	2010-11
	Growth

%
	% Share in Total WHT

	
	
	
	
	2011-12
	2010-11

	Contracts 
	108,403
	99,319
	   9.15
	25.8
	27.8

	Imports  
	85,334
	66,399
	28.5
	20.3
	18.6

	Salaries 
	57,338
	45,581
	25.7
	13.7
	12.6

	Telephone 
	36,921
	28,672
	33.9
	8.8
	8.0

	Exports 
	23,277
	24,061
	-3.2
	5.5
	6.7

	Bank Inter.& Securities 
	33,824
	23,584
	43.4
	8.1
	6.6

	Electricity Bills   
	14,635
	14,313
	2.2
	3.5
	4.0

	Dividends 
	17,620
	12,003
	46.8
	4.2
	3.4

	Cash Withdrawal 
	9,266
	10,630
	12.8
	2.2
	3.0

	Technical Fee 
	81,55
	7,789
	4.7
	1.9
	2.2

	Surcharge 
	1,550
	7,389
	-79.0
	0.4
	2.1

	Commission 
	5,967
	4,590
	30.0
	1.4
	1.3

	Transport 
	3,379
	3,387
	-0.2
	0.8
	0.9

	Sub-Total
	405,669
	347,717
	16.8
	96.6
	97.2

	Others
	14,419
	10,119
	39.8
	3.4
	2.8

	Withholding Tax
	420,088
	357,836
	17.5
	100
	100.0


Sales Tax
Sales Tax is the top leading source of federal tax revenue and has gained importance over time. The sales tax share in federal tax revenues during the FY: 2011-12 has been recorded around 42.8 percent. The net collection of sales tax stood at Rs. 805 billion entailing a growth of 27.2 percent over last year. The target of sales tax has been achieved to the extent of 94.5 percent. The refund payments at Rs. 45 billion, has declined by 10.9 percent as compared to previous year. 
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Sales Tax (Domestic) 
Sales Tax Domestic contributes 46.5 percent in total sales tax collection during 2011-12. An overview of the sales tax (domestic) collection indicates that it remained highly concentrated. The top fifteen commodities have generated 88.9 percent of total STD collection during FY: 2011-12. POL product alone has contributed 40.9 percent in STD collection. Telecommunication has been the second source with double digit contribution in collection of sales tax domestic. The share of remaining major revenue spinners has been in single digit. The performance of major revenue spinners of sales tax (domestic) for the FY: 2011-12 compared with 2010-11 have been given at Table-6.

Table 6: Major Revenue Spinners of Sales Tax (Domestic) FY: 2011-12
(Rs in Million)
	Description
	2011-12
	2010-11
	Growth  %
	% Share in STD

	
	
	
	
	2011-12
	2010-11

	POL Products
	153,399
	154,686
	-0.8
	40.9
	41.2

	Telecommunication
	49,237
	53,256
	-7.6
	13.2
	14.2

	Natural Gas
	33,134
	26,793
	23.7
	8.9
	7.1

	Services
	17,549
	20,654
	-15.1
	4.7
	5.5

	Electric Energy
	16,837
	13,272
	26.9
	4.5
	3.5

	Cigarettes
	12,522
	11,527
	8.6
	3.3
	3.1

	Sugar
	12,771
	     7,314
	74.6
	3.4
	2.0

	Beverages
	8,821
	8,357
	5.6
	2.4
	2.2

	Cement
	8,160
	4,944
	65.0
	2.2
	1.3

	Tea
	6,246
	5,671
	10.1
	1.7
	1.5

	Scrap of iron & Steel
	3,783
	2,272
	66.5
	1.0
	0.6

	Iron & Steel Products
	2,784
	4,474
	-37.7
	0.7
	1.2

	Food Products
	2,654
	2,722
	-2.5
	0.7
	0.7

	Motor Cars
	2,484
	2,514
	-1.2
	0.7
	0.7

	Auto Parts
	2,410
	2,511
	-4.0
	0.6
	0.7

	Sub Total:
	332,791
	320,967
	3.7
	88.9
	85.5

	Share (%) in total
	88.9
	85.5
	 
	
	 

	Others
	41,709
	54,531
	-23.5
	11.1
	14.5

	Grand Total:-
	374,500
	375,498
	-0.3
	100
	100.0


Sales tax on Imports:-
The collection of sales tax on imports (STM) depends on the volume and composition of imports. The details of STM collection indicates consistency in concentration as the fifteen major commodity groups have contributed 86.9 percent in 2011-12 as well as in last year. The POL Products is again the top revenue spinner in Sales Tax Imports collection with 36.5 percent share. The other commodity groups that played vital role in achieving the growth of 39.4 percent in collection includes Fertilizer, Chemicals, Mechanical Machinery, Electrical Machinery, Vehicles and Edible oil. The details of top 15 commodity groups in collection of sales tax imports FY: 2011-12 are given in the following Table-7.
 Table-7:   Major Revenue Spinners of Sales Tax Collection at Imports
FY: 2011-12

(Rs in Million) 

	Description
	2011-12
	2010-11
	Growth  %
	% Share in CD

	
	
	
	
	2011-12
	2010-11

	POL Products
	157,278
	110,543
	42.3
	36.5
	35.8

	Edible Oil
	34,898
	28,598
	22.03
	8.1
	9.3

	Vehicles
	28,100
	19,795
	42.0
	6.5
	6.4

	Plastic Resins etc.
	26,102
	24,575
	6.2
	6.1
	7.9

	Machinery & Mech. Appl.
	22,638
	12,640
	79.1
	5.3
	4.1

	Iron and Steel
	21,809
	19,010
	14.7
	5.1
	6.2

	Fertilizer
	18,900
	1,769
	968.7
	4.4
	0.6

	Electrical Machinery
	14,099
	9,664
	45.9
	3.3
	3.1

	Organic Chemicals
	9,582
	8,374
	14.4
	2.2
	2.7

	Oil Seeds & Oleagin etc.
	8,858
	6,437
	37.6
	2..0
	2.1

	Paper & Paper Board
	7,377
	7,964
	-7.4
	1.7
	2.5

	Organic/Inorganic Chemic.
	6,470
	2,204
	193.6
	1.5
	0.7

	Misc. Chemical Products.
	6,436
	5,369
	19.9
	1.5
	1.7

	Rubber Products
	6,102
	5,397
	13.1
	1.4
	1.8

	Tea & Coffee.
	5,654
	5,879
	-3.8
	1.3
	1.9

	Sub Total:
	374,303
	268,217
	39.6
	86.9
	86.9

	% Share in  total:
	86.9
	86.9
	-
	-
	-

	Others
	56,096
	40,477
	38.6
	13.1
	13.1

	Grand Total:
	430,399
	308,694
	39.4
	100
	100


Customs Duty:
The Customs duty is one of the important sources of federal tax collection. It has contributed 18.9 percent in the indirect taxes and 11.5 percent in total taxes collection during the FY: 2011-12. The customs duty collection (Net) at Rs.217 billion has increased by 17.3 percent.  The assigned target of Rs. 215 billion has been achieved. The size of customs duty collection also plays a vital role in forming the base for calculation of other taxes collection at import stage like sales tax on imports, Federal Excise duty at imports and withholding taxes at Imports. 
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The 15 major commodity groups (chapters) contributed 64.9 percent of the total customs duty during 2011-12 (Table-8). This share was 69 percent last year, indicating a decline of 4.1 percent. The share of collection from only one commodity group i.e., Vehicles (Ch.87) is in double digit.  The contribution from the rest of top 14 revenue spinners remained in single digit. The chapter wise details of customs duty indicate that collection from vehicles exhibited a growth of 53.4 percent over last year. The performance of edible Oil is positive. However, POL products has registered negative growth of 18 percent. The details of major fifteen sectors growth in CD collection and their contribution are presented in the following table. 
Table 8: Customs Duty Major Revenue Spinners of FY: 2011-12
(Rs in Million)
	Description
	 2011-12
	2010-11
	Growth  %
	% Share in CD

	
	
	
	
	2011-12
	2010-11

	Vehicles
	43,090
	28,097
	53.4
	19.1
	14.5

	Edible Oil
	18,417
	17,263
	6.7
	8.2
	8.9

	POL Products
	17,554
	21,402
	-18.0
	7.8
	11.1

	Machinery and Mech. Appl.
	11,606
	10,929
	6.2
	5.2
	5.7

	Electrical Machinery
	9,928
	9,528
	4.2
	4.4
	4.9

	Plastic Resins etc.
	8,807
	8,832
	-0.3
	3.9
	4.6

	Iron and Steel
	7,813
	7,574
	3.2
	3.5
	3.9

	Paper & Paperboard
	6,574
	7,277
	-9.7
	2.9
	3.8

	Textile Materials
	4,289
	4,453
	-3.7
	1.9
	2.3

	Organic Chemicals
	3,873
	3,923
	-1.3
	1.7
	2.0

	Tea & Coffee
	3,548
	3,542
	0.2
	1.6
	1.8

	Staple Fibers
	3,328
	3,213
	3.6
	1.5
	1.7

	Dyes and Paints
	2,538
	2,753
	-5.3
	1.1
	1.4

	Dairy Produce
	2,479
	2,769
	-10.5
	1.1
	1.4

	Ceramic Products
	2,414
	2,024
	19.3
	1.1
	1.0

	Sub Total:
	146,258
	133,579
	9.6
	64.9
	69.0

	Others
	79,101
	59,801
	32.1
	35.1
	31.0

	Gross
	225,359
	193,380
	16.5
	100.0
	100.0

	Refund/Rebate
	8453
	8,527
	-0.9
	
	

	Net
	216,906
	184,853
	17.3
	
	


Federal Excise Duty (FED)
Federal Excise Duties are levied on domestic production, imports and few services rendered in the country. The FED is an important component of federal taxes. The major excisable commodities include cigarettes, cement, beverages, natural gas and POL products, whereas excisable services like Services provided by property developers and promoters, and Air Travel. 
The following graph indicates trend of FED collection. The fall of its share from 1967-68 onward shows the impact of policy decisions of shifting the commodities from Federal Excise Mode to Sales Tax Mode. A strong desire of the financial managers prevailed for several years to reduce the number of taxes from four to three by abolishing of Federal Excise tax regime. However, the continued and rising financial constrains did not leave enough space for its implementation. The share of federal excise in total federal tax collection started increasing from 2005-06, with the addition of certain commodities in its tax net. Its contribution in total tax collection is still important, in term of revenue generation.
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The collection of FED, during 2011-12 was Rs.122.5 billion as compared to Rs.137.4 billion last year and posted a negative-e growth of 10.8 percent.  The target for FED collection has not been achieved. The collection from Cigarettes has been the major revenue spinner with 43.6 percent share in total FED collection during 2011-12. The other two sources with double digit share of 10 percent respectively in collection of Cement and Natural Gas. Table 9 indicates that the highest contribution in achieving the 13.6 percent growth in collection from FED has been made by Cigarettes (Rs.53.5 billion), followed by Natural Gas (5.8 billion). The collection from Cement & Beverages has shown a decline. The collection from Services has declined by 5.4 percent mainly due to shifting of insurance and banking services from FED to Sales Tax regime. The major commodities of FED for the FY: 2011-12 have been compared with FY: 2010-11 in the following table-9.
Table 9: FED Collection of Major Revenue Spinners
                                  FY: 11-12 and FY: 10-11
 (Rs.in Million)
	Description
	2011-12
	2010-11
	Growth (%)
	% Share in Total FED

	
	
	
	
	 2011-12
	2010-11

	Cigarettes
	53,493
	47,070
	13.6
	43.6
	34.2

	Cement
	12,686
	15,469
	-17.9
	10.0
	11.2

	Natural Gas
	12,032
	11,656
	3.2
	10.0
	8.3

	Services
	10,425
	11,023
	-5.4
	8.0
	8.0

	Beverages
	7,920
	9,148
	-13.4
	6.4
	7.0

	POL Products
	5,839
	5,120
	14.0
	5.0
	3.7

	1% Special excise duty
	4,440
	24,613
	-81.9
	4.0
	18.0

	Perfumery & Cosmetics
	2,436
	2,024
	20.4
	2.0
	1.4

	Sub Total
	109,271
	126,123
	13.4
	89.1
	91.8

	Share (%) in Total
	89.1
	91.8
	-2.9.
	
	0.0

	Other 
	13,431
	11,234
	19.6
	10.9
	8.2

	FED (Gross)
	122,703
	137,357
	-10.7
	100
	100

	Refunds
	239
	3
	7866.6
	
	

	FED (Net)
	122,464
	137,354
	-10.8
	 
	 


Chapter-3
Centralized Sales Tax Refund Office (CSTRO)

In order to facilitate the taxpayers and to ensure speedy disposal of sales tax refund cheques, Centralized Sales Tax Refund Office (CSTRO) has been established on 28th September 2010 in the office of the Directorate of Research and Statistics (DR&S) FBR Islamabad. The Director (DR&S) has been assigned the additional responsibilities of Chief (CSTRO) since 28th September 2010.  CSTRO has issued 92,824 cheques amounting to Rs 108.515 billion since creation of this office.

Standard Operating Procedure (SOP) set for CSTRO are as follows:
These SOP’s are for the operation of refunds relating to Sales Tax to be followed by the CSTRO, PRAL and RTOs/LTUs.
The CSTRO will prepare/print cheques against Refund Payments Orders (RPOs) generated by RTOs/LTUs either using STARR system or by ERS. Manually prepared RPOs by field offices will be entered into STARR system by respective sanctioning officer using a secure user ID and password provided to this purpose. These RPOs will be available to CSTO for cheque issuance in the manner as the RPOs generated by the system.
The authorized personnel should ensure that the RPOs fed into the refund system are free from errors, duplications and does not require any alteration.

The PRAL team managing STARR operations is responsible to make RPOs available to CSTRO as prepared by the system for printing of cheques after three working days of its issuance. Once RPOs have been made available to CSTRO, PRAL will ensure RPOs are not available to RTOs/LTUs for rollback or cancellation. 

The system will maintain audit trail for all type of transactions. The PRAL will be responsible for disaster recovery arrangements in accordance with the equipment provided by FBR. The PRAL will make improvements in the system as per requirement of user and duly approved by the Member concerned. 

The principal nominee will be Chief (CSTRO) FBR (Signatory) and Chief Account Officer of RTO treasury Islamabad (Co-Signatory) will sign on the cheques which are generated/printed by the computer system.

Alternative nominee(s) of the above said signatories who will sign on the cheques in the absence of principal nominee(s) will be nominated from time to time by the Board on the recommendation of Chief (CSTRO).

The treasury will be responsible for obtaining cheque books from the Board and provide to CSTRO for use and for reconciliation.
The CSTTRO will only issue cheques against RPOs which are appearing in the system and will print the cheques through the system. The CSTRO will not issue hand written or manual cheques, except with the approval of the Member and these cheques will be fed in the system by PRAL team.

The RTO, Islamabad treasury attached will CSTRO will be responsible for maintenance of proper records as required by the rules and regulations. 

The CSTRO will cancel cheques and re-issue through system in lieu of cheques which are not presentable in the SBP for payment due to wrong bank account numbers, stolen, lost, mutilated, expired, destroyed or any other valid reason after proper documentation or retrieval of original cheques where possible.

The CSTRO and the attached RTO, Islamabad, Sales Tax treasury will ensure proper liaison with the SBP and provision of required documents.
Performance of CSTRO

Since creation of CSTRO, speedy disposal of cheques to the taxpayers has been ensured that can be substantiated with the fact that till date total number of 92,824 cheques have been issued amounting to Rs 108.515 billion. Year wise break up is given in the following table-10: 

Table 10: Table Cheques Issued by CSTRO till 29th January, 2013

	S.No.
	Year
	No. of cheques
	Rs. in Billion

	1.
	28-Sep- 2010 To 30-June-2011
	48,284
	40.673

	2.
	01-July-2011 To 30-June-2012
	30,913
	45.258

	3.
	01-July-2012 To 29-Jan-2013
	13,627
	22.584

	
	Total upto date:
	92,824
	108.515


Contact:


Umar Wahid


Director(R&S)


�HYPERLINK "mailto:Umar2wahid@yahoo.com"�Umar2wahid@yahoo.com�


Phone: 051-9202441


Fax: 051-9205679


February, 2013
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Figure-1:  Historical Trend of Revenue Collection





Figure-2:  Trend of Direct Taxes Collection





Figure-3: Historical Trend of Sales Tax Collection
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Figure-4: Trend of Customs Duties Collection
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Figure-5: Trend of Federal Excise Duty Collection
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				2006-07		175.909		133.487		309.396		71.804		132.299		333.737		847.236		8.5		2006-07		8.5

				2007-08		196.034		181.396		377.430		92.137		150.663		387.861		1,008.091		9.1		2007-08		10.0

				2008-09		203.715		248.029		451.744		117.455		148.403		443.548		1,161.150		10.1		2008-09		11.6

				2009-10		247.246		269.102		516.348		124.784		160.273		525.977		1,327.382		9.4		2009-10		9.4

				2010-11		308.648		324.709		633.357		137.354		184.853		602.450		1,558.014		8.8		2010-11		8.8

				2011-12		430.399		374.500		804.899		122.464		216.906		738.424		1,882.693		6.5		2011-12		6.5

																																										HISTORICAL TREND OF DIRECT TAXES

																																										HISTORICAL TREND OF DIRECT TAXES

				9,969		10,830		20,799		28,305		61,821		28,851

				11,057		12,464		23,521		31,546		61,400		36,771

				14,304		16,075		30,379		34,520		64,240		43,452

				23,260		20,314		43,574		43,691		77,653		61,660

				28,090		21,751		49,841		51,115		88,916		78,165

				35,889		19,779		55,668		55,265		86,094		85,060

				29,705		24,237		53,942		62,011		74,496		103,182

				43,010		29,095		72,105		60,605		65,292		110,207

				67,261		49,450		116,711		55,784		61,659		112,950

				88,554		65,011		153,565		49,080		65,047		124,585

				92,779		73,782		166,561		47,186		47,818		142,505

				105,605		89,534		195,139		44,754		68,836		151,898

				125,875		93,292		219,167		45,552		91,045		165,079

				144,845		238,537		383,382		53,104		115,374		183,372

				171,543		155,693		327,236		55,272		138,384		224,988

				175,980		170,445		346,425		71,805		132,299		333,736

				196,123		209,782		405,905		92,137		150,663		387,861

				203,778		274,962		478,740		117,455		148,403		443,548

				247,272		297,851		545,123		124,784		160,273		525,977

				308,648		324,709		633,357		137,354		184,153		602,450
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TREND OF CUSTOMS DUTIES COLLECTION



		



Direct Taxes

YEAR

Rs. in Billion

TREND OF DIRECT TAXES COLLECTION



		



YEAR

Rs. in Billion

TREND OF FEDERAL EXCISE DUTY COLLECTION



		



YEAR

Rs. in Billion

HISTORICAL TREND OF REVENUE COLLECTION



		

								Direct Taxes

												Total

						1992-93		36771

						1993-94		43452

						1994-95		61660

						1995-96		78165

						1996-97		85060

						1997-98		103182

						1998-99		110207

						1999-00		112950

						2000-01		124585

						2001-02		142505

						2002-03		151898

						2003-04		165079

						2004-05		183372

						2205-06		224988

						2006-07		333736

						2007-08		387861

						2008-09		443548

						2009-10		525977

						2010-11		602450

						2011-12		338242





		

								FED

												Total

						1992-93		31.546

						1993-94		34.520

						1994-95		43.691

						1995-96		51.115

						1996-97		55.265

						1997-98		62.011

						1998-99		60.605

						1999-00		55.784

						2000-01		49.080

						2001-02		47.186

						2002-03		44.754

						2003-04		45.552

						2004-05		53.104

						2205-06		55.272

						2006-07		71.805

						2007-08		92.137

						2008-09		117.455

						2009-10		124.784

						2010-11		137.354

						2011-12		122,464






