GOVERNMENT OF PAKISTAN

REVENUE DIVISION

***

Islamabad, the 30th August, 1999


S.R.O 987(1) / 99 . In exercise of the powers conferred by sub-section (1) of section 13 of the Sales Tax Act, 1990, read with Serial No. 44 in the Sixth Schedule to the said Act, the Federal Government is pleased to notify the following plant and machinery, excluding such imported plants and machinery as are manufactured locally and also excluding generators, generating sets, wires and cables and maintenance spares , for the purpose of exemption from Sales Tax , namely:-
(a) Plant and machinery, operated by power of any description, as are imported or purchased locally by a registered person to be used for the manufacture of taxable goods by the registered person;

(b) Apparatus and appliances, including metering and testing apparatus and appliances specifically adapted for use in conjunction with the machinery specified in clause (a) above;

(c) Mechanical and electrical control and transmission gear adopted for use in conjunction with machinery specified in clause (a) ; and

(d) Component parts of machinery as specified in clause (a), (b) and (c) identifiable for use in , or with, such machinery but excluding the maintenance spares for current  use.

1. The  aforesaid plant and machinery shall be exempt from sales tax subject to the following limitations, conditions and procedures, namely:-

(1) The importer or purchaser of the locally manufactured machinery, as well as the case may be, holds 

a valid sales tax registration issued in his favor showing his registration category as “manufacturer”;

(2) The registered person declares his sales tax registration number, NTN number, common tax payer identification number and import registration number on the bill of entry filled at the time of import;

(3) The importer or purchaser of locally – manufactured machinery shall declare the description of taxable goods and its respective PCT heading numbers that he is manufacturing or intends to manufactures with such plant and machinery and shall also declare the intended site for the installation of said machinery;

(4) the importer or purchaser of the locally manufactured machinery shall submit an indemnity bond set out in Annex-I or II, as the case may be, to the extent of sales tax exemption under this notification binding himself to pay the sales tax so exempted and additional sales tax in case of his failure to fulfill the condition specified in this notification, to the Collector of customs or Collector of Sales Tax, as the case may be.  This indemnity bond shall not be discharged till the submission of installation-cum-production certificate issued by an officer not below the rank of Assistant Collector of Sales Tax of the respective in the form set out in Annex-III or IV, as the case may be;

(5) the machinery imported or purchased locally shall not be removed from the premises declared under clause (3) at the time of import of purchase before the expiry of seven years of the date of bill of entry or date of sales tax invoices or before the expiry of five years from the date of commencement of commercial production of taxable goods, whichever is earlier.  If he intends to shift the machinery to a place other than the place declared under clause (4) he shall obtain prior permission from the Collector of Sales Tax having jurisdiction.

(6) if the importer or purchaser of locally manufactured machinery intends to sell the said machinery before expiry of the stipulated period, to an unregistered person, he shall pay the total amount of sales tax exempted and shall obtain permission for the same before giving its delivery to the buyer.  In case the intends to sell it to a registered person, the purchaser/receiver of such machinery shall submit an indemnity bond for the remaining period after seeking prior permission from the Collector of Sales Tax having jurisdiction over the seller and also after giving due intimation to the Collector of Sales Tax having jurisdiction over the registered buyer.  In such a case of sale to registered person, the liability to pay tax shall be deemed, in terms of sub-section (3A) of Section 3 of the Sales Tax Act, 1990,to be of the person (registered buyer) receiving the goods:

(7) the importer or purchaser of locally manufactured machinery shall start commercial production of the taxable goods within two years of the date of Bill of Entry or sales tax invoice, as the case may be; and

(8) the breach of any condition specified in this notification or non submission of installation-cum-production certificate within the stipulated time, shall be deemed to be tax fraud and shall be punishable under relevant provision of the Sales Tax Act, 1990.  Besides the sales tax exempted under this notification and additional sales tax shall be recovered under section 202of the Customs Act, 1969, read with or under section 48 of the Sales Tax Act, 1969 and the Sales Tax Act, 1990.

