REPORT OF THE STANDING COMMITTEE ON CAB[NET SECRETARIAT
ON THE SPECIAL ECONOMIC ZONES (AMENDMENT) BILL, 2015

{ORDINANCE NO. XVIII OF 2015)

1. Chairman of the Standing Committee on Cabinet Secretdriat, have the
honour to present the report of the Standing Committee on the Bill further to amend
the Special Economic Zones Act, 2012 (XX of 2012) [the Special Economic Zones
(Amendment) Bill, 2015] (Ordinance No. XVIII of 2015) referred to the Standing

Committee on 18th December, 2015,

2. The Committee comprises the following Members:

1. Rana Muhammad Hayat Khan, MNA
Sardar Mansab Ali Dogar, MNA
Malik Ibrar Ahmad, MNA

Syed Javed Ali Shah, MNA

Sardar Muhammad Irfan Dogar, MNA
Ms. Parveen Masood Bhatti, MNA
Ms. Ni'ghat Parveen Mir, MNA

Ms. Shahnaz Saleem, MNA

9. Mrs. Seema Mohiuddin Jamecli, MNA
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10. Ms. Farhana Qamar. MNA Member
11, Ms. Marriyum Aurangzeb, MNA Member
12.  Mr. Abdul Retiman Khan Kanju, MNA Member
13. Dr. Mahreen Razaque Bhutto, MNA Member
14.  Pir Shafgat Hussain Jilani, MNA  Member
15. Mr. Roshan D n Junejo, MNA Member
16. Mr. Asad Umar, MNA Member
17.  Ms. Nafeesa [hayatullah Khan Khattak, MNA Member
18. Moulvi Agha Muhammad, MNA Member
19, Syed Ali Raza Abidi. MNA Member
20. Sheikh Aftab Ahmed _ Ex-officio
Minister Incharge for Cabinet Secretariat Member

3. The Commtittee in its meeting held on 9th March, 2016, considered
the above-mentioned Fill and recommended that the Bill (Annex-A) as introduced
in the National Assembly may be passed. '

: Sd/-
RANA MUHAMMAD HAYAT KHAN,
Chairman
Standing Committee on Cabinet Secretariat.

Sd/-
ABDUL JABBAR ALIL
Secretarv.

Islamabad, the dth April, 2016.

ANNEX-A

[As REPORTED BY THE STANDING COMMITTEE]
A
B
Surther 10 cmend the Special Economic Zones Act, 2012

WHEREAS it is expedient further to amend the Special Economic Zones
Act. 2012 (XX of 2012), for the purposes hereinafter appearing;

. Itis hereby enzcted as follows:
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1. Short title and commencement.— (1) This Act may be called the
Special Economic Zones (Amendment) Act, 2016,

(2) It shall come into force at once.

2. Amendment of section 3, Act XX of 2012.—1In the Special Economic
Zones Act, 2012 (XX of 2012), hereinafier referred to as the said Act, in section 3,
for clause (n}, the following shall be substituted, namely:—

“(n) “Special Economic Zone™ or “(SEZ)" mcans a geographically
defined and delimited area which has been approved and notified
by the BOA; ™.

3. Amendment of section 15, Act XX of 2012.—In the said Act. in
section 15,—

(i) forsub-section (2), the following shall be substituted, namely:—

“(2) From the commencement of the Special Economic Zones
(Amendment) Ordinance, 2015 (XVUI of 2015}, only new
entrants and new industries that are setup after the establishment
of the SEZ may avail SEZ enterprise benefits under this Act.”,

and .
(ii} sub-sections (3), (4) and (3} shall be omitted.

4, Amendment of section 16, Act XX of 2012.— In the said Act, in
section 16,—

(i) sub-section (1) shall be omitted; and

(i) sub-section (2)and sub-section (3) shall be renumbered as sub-section
(1) and sub-section (2), respectively.

5. | Omission of section 33, Act XX of 2012.— In the said Act, scction 33
shall be omitted.

6. Amendment of section 36, Act XX of 2012.—In the said Act, in
section 36,—

(i) for clause (a), the following shall be substituted, namely:—

“(a} onc time exemption from all custom-duties and taxes on plant
and machinery imported into Pakistan except the ilems listed
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unde- Chapter 87 of the Pakistan Customs Tariff, for the setting
up ol an SEZ subject to verification by the BOL; ™ and

(i) inclause(b), for the word “Exemption™ occurring in the beginning, the
word “exemption™ shall be substituted and for the word “ten” the
word “five” shall be substituted.

7. Amendment of section 37, Act XX of 2012.—in the said Act, in section
31—

(i) forclause (a), the following shail be substituted, namely: -

“{(a) onet me exemption from custom-duties and taxes on import of
plant and machinery into SEZ except items listed under Chapter 87
of th: Pakistan Customs Tariff, for installation in that zone
enterrise subject to verification by the BOI; ™ and

(i) for clause {b}, the following shall be substituted namely:—

“(b) cxemption from all taxes on income for enterprises commencing
commercial production by the thirtieth June, 2020, in the SEZs
for the next ten years:

“Provided that exemption from all taxes on income for those
zone enterprises or firms which commence commercial production
after 1he aforesaid date shall be for the next five years”.

STATEMENT OF OBJECTS AND REASONS

Special Economic Zones Act, 2012 was promulgated to encourage industrial
infrastructore in the couatry. The purpose was to facilitate domestic and foreign
investors to invest in manufacturing sector of Pakistan offering them special exemptions
and inventive leading to reduced cost of doing business with efficient infrastructure.
The Act provides for duty free import of plant, machinery and equipment and income
tax holidays of 10 years lor zone developers as well as zone enterprises.

After its promul 2ation, Provincial Governments, chambers of commerce
and potential investors raised voice about major lacuna in the law whereby SEZs
have been declared outside the customs area of Pakistan. This renders the custom
duty exemptions meaningless at the time of imports since the finished products
manufactured in SEZs would be liable for payment of heavy customs duty for sale
in domestic markets. Th s has made SEZs similar to Export Processing Zones in
incentives and facilitics.
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Keeping in view the above, BOI conducted a detailed in-house analysis of
SEZ Act. The services of an independent fegal advisor were also engaged to review
the Act. BOT also requested comments of the relevant stakeholders i.e. Ministries
of Finance, Commerce, Industries, FBR, Law Division and provincial Government
including Gilgit-Baltistan, were also conducted.

After the amendments, SEZs shall be within the customs territory of
Pakistan and Zone Enterprises would be able 1o sell their products in domestic
markets without payment of customs and other duties which will attract more foreign
investors to establish their industries in SEZs,

The amendments in the Ordinance will make the SEZ regime more
investment and business friendly and encourage development of SEZs in Pakistan.
The investor friendly law will encourage rapid industrialization and economic activity
in the country leading to job creation, technology transfer and development of
industrial infrastructure.

SHAIKH AFTAB ARMED,
Minister of State for Parliamentary Affairs,
Minister-in-charge.

ABDUL JABBAR ALI,
Secretary.
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