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APTMA rejects bonds meant to clear outstanding claims of industry 
 

  All Pakistan Textile Mills Association (APTMA) has rejected 

the prevalent form of bonds meant to clear outstanding claims of industry as no 

local bank is ready to discount these bonds.  
 

In a letter to Prime Ministers’ Advisor on Commerce, Textile, Industries and 

Production and Investment, Abdul Razak Dawood, the Association has conveyed its 
concerns and financial woes.  

 

According to the letter, total textile exports for the year 2018-19 were $ 13 billion 

and the current value of these exports at current exchange rate of Rs 156 was Rs 2 
trillion. The duration of the export cycle was 180 days (6 months) which requires a 

working capital of Rs 1 trillion to export goods worth $ 13 billion.  

 
The refinance limit of Rs 480 billion has been exhausted which requires industry to 

finance Rs 520 billion through own resources. Last year, the working capital was 

Rs 1.6 trillion to export $ 13 billion at an exchange rate of Rs 125 per dollar and 
the requirements for a six-month export cycle was Rs 800 billion out of which 

export finance limit was Rs 480 billion whereas Rs 320 billion was raised through 

self-financing which is Rs 200 billion (at exchange rate of Rs 125 pr dollar) higher 
than last year.  

 

The sales tax regime at 17 per cent on exports additionally requires Rs 25 to 30 

billion per month on $ 1.1 billion worth of textile exports each month.  
 

According to APTMA, current system of refunds after dispatching the goods will 

make it difficult for industry to self-finance Rs 180 billion to Rs 240 billion to 
continue financing the export requirement.  

 

The delay in payments of outstanding refunds has already precipitated a crisis in 
the textile sector to the extent which will significantly hinder any export growth. 

The refund policy has been to ensure refund within 7 days of Goods Declaration 

(GD) filed with customs.  
 

To further complicate the matter, the bonds against refunds issued by FBR are 

non-negotiable. The bonds issued are not of any value as no bank is willing to 

discount them for the following reasons: (i) bonds have been issued by Special 
Purpose Vehicle (SPV) of FBR; (ii) bonds are not guaranteed by Government of 

Pakistan and do not carry sovereign guarantee; (iii) there is no date mentioned on  

 
 



 

 

these bonds for encashment and only assurance is that the bonds will be paid in 
time; (iv) encashment of these bonds are also not clear and the mechanism of 

encashment has not been clarified; and (v) these bonds carry a 10 per cent simple 

interest.  
 

Under these circumstances and without a sovereign guarantee no bank in Pakistan 

is willing to discount these bonds.  
 

For the bonds to be of any value the following amendments are required: (i) bonds 

should carry sovereign guarantee and should be backed by GoP guarantee; (ii) 
bonds should be allowed to be used for payment of any government dues such as 

sales tax/ income tax or any other FBR dues; (iii) interest on these bonds should 

be linked to Kibor/ Treasury Bills discounting and should be compounded; and (iv) 

bonds should carry maturity date alongwith detailed procedure for encashment.  
 

The Association which has submitted shares its concerns with the Army Chief, 

General Qamar Javed Bajwa about its financial woes argues that currently the 
textile industry is undergoing the worst financial crisis emanating from the 

imposition of the 17 per cent sales tax, the CNIC condition for transactions which 

has effectively blocked the flow of money, and a four per cent withholding tax on 
every transaction within the sector. The liquidity crisis will result in massive de-

industrialization, a significant fall in exports and extremely unmanageable level of 

unemployment.  
 

The Association has urged the government to ensure liquidity of the market and 

restoration of market flows to avoid a market crash the likes of which has not been 

seen in Pakistan before.  
 

“This will require operationalizing the ‘faster’ system, paying all other pending 

refunds including Income Tax that have been settled, revision of the terms of the 
refund bonds and increasing the financing limited as well as extending tem to the 

indirect exporters,” said Shahid Sattar, Executive Director APTMA. 

 
__________________________ 

M. Siddique 

Secretary General 
0320-8364130 
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