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Super Tax on Corporates

The IMF pressure mounts — Tax burden on corporates to rise

The IMF pressure mounts — Tax burden on corporates to rise

As the country’s FX reserves continue to show further depletion to USD 8bn, the IMF “nod” appears to
be a non-negotiable and urgent priority of the government. In lieu of the same, Prime Minister Shehbaz
Sharif has announced the imposition of an additional super tax, also dubbed as “poverty alleviation tax”
on large corporates today, so as to augment tax collection.

Industries to be taxed at 10% for one year include: Cement, Steel, Sugar, Oil and gas exploration, Oil
refining, Oil marketing, Pharmaceutical, Fertilizer, Textile, Automobile, Tobacco, Beverages, Packaged
milk, Juices, Chemical, Airline and LNG terminals. As a result, the total levy will go up to 39% (29% is
the prevailing corporate tax rate).

For CY22 (tax year 2023), Banks will be taxed at corporate tax rate of 45%, alongside tax charge of
4% i.e. poverty alleviation, to be levied on the CY21 profit before tax, since banks are not included in
the list above. Clarity will be reached post Finance Act. However, if banks are imposed the same
guantum, this 4% will be replaced by 10% super tax.

For the above specified sectors, with a calendar year end, tax charge of 10% will be imposed on CY21
PBT, alongside normal corporate tax rate of 29% for CY22. Whereas for fiscal year end companies, a
10% charge will be levied on the FY22 PBT, alongside normal corporate tax rate of 29% for FY22.

Apart from the aforementioned sectors, calendar year end companies will bear the brunt of 4% levy on
CY21 PBT, alongside normal corporate tax rate of 29% for CY22. While fiscal year companies will pay
an additional 4% on FY22’s PBT, alongside normal corporate tax rate of 29% for FY22.
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Super Tax on Corporates

Impact on AHL Universe

Exhibit: Impact of 10% Super Tax on EPS (2022) of AHL Universe

PKR Before After Change Before After Change
E&P Chemicals
PPL 27.56 23.50 -14.7% LOTCHEM 4.39 3.96 -9.8%
POL 84.78 72.41 -14.6% EPCL 18.34 16.14 -12.0%
OGDC 37.07 31.52 -15.0% ICI 97.56 83.89 -14.0%
MARI 293.63 251.90 -14.2% OGMCs
Banks PSO 217.76 186.27 -14.5%
MCB 32.81 29.06 -11.4% APL 181.54 155.86 -14.1%
UBL 32.50 28.79 -11.4% SNGP 21.06 18.10 -14.1%
BAFL 12.28 10.90 -11.3% Autos
HBL 29.30 26.02 -11.2% INDU 264.07 227.31 -13.9%
ABL 18.66 16.54 -11.3% HCAR 17.58 14.58 -17.1%
NBP 18.38 16.27 -11.5% MTL 81.59 70.44 -13.7%
AKBL 9.66 8.52 -11.8% Textile
BOP 4.50 4.01 -10.9% NML 31.75 27.52 -13.3%
MEBL 23.58 20.89 -11.4% NCL 29.60 25.81 -12.8%
FABL 6.91 6.13 -11.2% FML 10.10 8.71 -13.7%
Fertilizer ILP 10.64 9.15 -14.1%
ENGRO 59.91 54.48 -9.1% Cement
FFC 17.74 15.36 -13.4% ACPL 13.79 11.76 -14.7%
FFBL 5.03 414 -17.7% DGKC 11.85 10.25 -13.5%
EFERT 12.22 9.98 -18.3% FCCL 4.00 3.42 -14.5%
Steel KOHC 30.11 25.71 -14.6%
ASTL 8.26 7.30 -11.6% LUCK 50.74 44.40 -12.5%
AGHA 411 3.61 -12.3% MLCF 5.54 4.76 -14.1%
Source (s): AHL Research
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‘Analyst Certification and Disclaimer

Analyst Certification: The research analyst(s) is (are) principally responsible for preparation of this report. The views expressed in this research report accurately reflect the personal views of the analyst(s) about the subject security (ies) or sector (or economy), and no part of
the compensation of the research analyst(s) was, is, or will be directly or indirectly related to the specific recommendations and views expressed by research analyst(s) in this report. In addition, we currently do not have any interest (financial or otherwise) in the subject
security (ies). Furthermore, compensation of the Analyst(s) is not determined nor based on any other service(s) that AHL is offering. Analyst(s) are not subject to the supervision or control of any employee of AHL’s non-research departments, and no personal engaged in

providing non-research services have any influence or control over the compensatory evaluation of the Analyst(s).

Equity Research Ratings
Arif Habib Limited (AHL) uses three rating categories, depending upon return form current market price, with Target period as Dec 2022 for Target Price. In addition, return excludes all type of taxes. For more details, kindly refer the following table;

Rating Description

BUY Upside* of subject security(ies) is more than +10% from last closing of market price(s)

HOLD Upside* of subject security(ies) is between -10% and +10% from last closing of market price(s)
SELL Upside* of subject security(ies) is less than -10% from last closing of market price(s)

Equity Valuation Methodology

AHL Research uses the following valuation technique(s) to arrive at the period end target prices;
- Discounted Cash Flow (DCF)

- Dividend Discount Model (DDM)

- Sum of the Parts (SoTP)

- Justified Price to Book (JPTB)

- Reserved Base Valuation (RBV)

Risks: The following risks may potentially impact our valuations of subject security (ies);
= Market risk

= Interest Rate Risk

= Exchange Rate (Currency) Risk

Disclaimer: This document has been prepared by Research analysts at Arif Habib Limited (AHL). This document does not constitute an offer or solicitation for the purchase or sale of any security. This publication is intended only for distribution to the clients of the Company
who are assumed to be reasonably sophisticated investors that understand the risks involved in investing in equity securities. The information contained herein is based upon publicly available data and sources believed to be reliable. While every care was taken to ensure
accuracy and objectivity, AHL does not represent that it is accurate or complete and it should not be relied on as such. In particular, the report takes no account of the investment objectives, financial situation and particular needs of investors. The information given in this
document is as of the date of this report and there can be no assurance that future results or events will be consistent with this information. This information is subject to change without any prior notice. AHL reserves the right to make modifications and alterations to this
statement as may be required from time to time. However, AHL is under no obligation to update or keep the information current. AHL is committed to providing independent and transparent recommendation to its client and would be happy to provide any information in
response to specific client queries. Past performance is not necessarily a guide to future performance. This document is provided for assistance only and is not intended to be and must not alone be taken as the basis for any investment decision. The user assumes the entire
risk of any use made of this information. Each recipient of this document should make such investigation as it deems necessary to arrive at an independent evaluation of an investment in the securities of companies referred to in this document (including the merits and risks
involved), and should consult his or her own advisors to determine the merits and risks of such investment. AHL or any of its affiliates shall not be in any way responsible for any loss or damage that may be arise to any person from any inadvertent error in the information
contained in this report.

Disclosure required under Research Analyst Regulations, 2015:
In order to avoid any conflict of interest, we hereby disclosed that;
Arif Habib Limited (AHL) has shareholding in OGDC, PPL, NBP, AKBL, MLCF, FCCL, FFBL, PSO and SNGP.
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