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PREFACE
The budget for 2018-19 was announced by Federal Finance Minister on 27th April, 2018. The
proposed changes are effective from 1st July unless an earlier date is given for effectiveness
of a particular provision. Our comments on the budget provisions provide basic understanding
of amendments expected to be brought about however, it is recommended that for giving
detailed understanding our advice may be sought. In no case, our firm, partnrers or staff will
be liable for any error or omission in presentation of information in this document.
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ECONOMIC SCENARIO

The economic scenario of the country depicts a very mixed picture keeping in view the macro
economic factors detailed in Economic Survey of Pakistan 2018-19. Although growth rate of
5.8% is encouraging and inflation is relatively under control, public borrowing has increased
and current account deficit has also increased. The huge population figure finally made public
give rise to various economic challenges. The base interest rate has been increased to 6 %
from 5.75% mainly to counter potential inflation effects. The increase in collection of taxes is
significant but the question is for how long without comprehensively increasing the tax base,
such an increase in collection of taxes could be maintained. A lot of positive economic outlook
is dependent on project of CPEC. Following are key positives and negatives in current
Economic scenario:
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Growth rate is reasonable stable with current financial year growth being 5.8%. All major
sectors of economy have shown signs of growth as well. Total revenues have increased by
19.8% which is a positive. Growth of tax revenue amounting to Rs 394.1 Billion and an
increase of 17 % since last financial year is encouraging. The stock market has seen new
highs in the current financial year, though it started declining at near the end of financial year.
The inflation percentage at average has decreased by 0.23% in current financial year as
compared to previous one. Exports have achieved a growth of 13.1% in current financial year.
The remittance increased by 3.6% which was a slight increase as compared to last financial
year. Net foreign direct investment (FDI) increased by 4.1% in current financial year. CPEC
project was a contributor in this positive change.
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Total expenditure has increased by 14% in current financial year. Imports have registered an
increase of 15.7% and have nullified the effect of increase in exports in same financial year.
State Bank of Pakistan’s liquid foreign exchange reserves decreased by US $ 4.5 billion
during current financial year. Further, the current account deficit increased by 50.5 percent
and reached to US$ 12.03 billion (3.8 percent of GDP) during current financial year. The
major contributor in this variable was increase of 20.7 percent in the trade deficit and it
amounted to US$ 22.3 billion. Total Public Debt has increased in current financial year by Rs
1,942 billion or 9.3% which is huge cause of concern. The 6th National Population and
Housing Census which was held after 19 years confirms population of 207.77 million. This is
a very serious ever increasing number. It is a big challenge to cater to needs of this large
population and to convert these individuals to contribute to per capita income of Pakistan in
a strong manner and not to add burden to the economy.
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BRIEF ON MACRO ECONOMIC INDICATORS
In light of Economic Survey of Pakistan, following is a brief snapshot of major macro economic
variables. The growth momentum remained above 5 percent for the last two years in a row
and reached 5.79 percent in FY2018 which is 13 years high on account of a strong
performance in agriculture, industry and services sectors which grew by 3.81 percent, 5.80
percent and 6.43 percent, respectively.
Total revenues grew by 19.8 percent to reach Rs 2,384.7 billion (6.9 percent of GDP) during
July-December, FY2018 against Rs 1,990.6 billion (6.2 percent of GDP) in the same period of
FY2017. The impressive performance both in tax and non tax revenues attributed to this
significant rise in total revenues. During first nine months of current fiscal year, FBR has been
able to collect around Rs 2,626.6 billion against Rs 2,268.7 billion during the same period of
FY2017, posting a growth of 15.8 percent.
Total expenditure increased by 14.0 percent during July-December, FY2018 and stood at Rs
3,181.0 billion (9.2 percent of GDP) against Rs 2,789.7 billion (8.7 percent of GDP) in the
same period of FY2017.
The cautious monetary policy stance consolidated the gains from historic-low policy rate at
5.75 percent till January, FY2018. The SBP has changed the monetary policy stance in
January 2018 by 25 bps to 6 percent.The stock market continued its upward trend reaching to
all time high. KSE 100 witnessed its highest level 52,876.46 Index on May 24, 2017 in the
history. The average inflation during first nine months of the current fiscal year, July-March FY
2018 has been contained at 3.78 percent which was lower than the level observed during the
same period of last year recorded at 4.01 percent. Exports during July-March FY2018 reached
to US$ 17.1 billion as compared to US$ 15.1 billion in July- March FY2017 , registered a
growth of 13.1 percent. Pakistan imports were up by 15.7 percent in the first nine months of
the current fiscal year, rising from $ 38,369 million during FY2017 (July- March) to 44,379
million, showing an increase of $ 6010 million in absolute term.
The SBP’s liquid foreign exchange reserves declined by US $ 4.5 billion during July-March
FY2018. The current account deficit widened by 50.5 percent and reached to US$ 12.03 billion
(3.8 percent of GDP) during July- March FY2018. This was mainly due to 20.7 percent
widening in the trade deficit, amounted US$ 22.3 billion. The remittances registered a
significant growth of 3.6 percent during July-March FY 2018 against the decline of 2.0 percent
last year, and reached to US$ 14.6 billion during first nine month of current year as compared
to US$ 14.4 billion during the same period last year. Net Foreign Direct Investment (FDI)
inflows rose 4.4 percent to US$ 2.1 billion in July- March FY2018, against US$ 2.0 billion of
the same period last year. While China continued to have a major share (accounting 55
percent in overall inflows), significant FDI from other countries like Malaysia and UK also
witnessed during this year. Total public debt stood at Rs 22,820 billion at end December 2017
while Total Debt of the government was Rs 20,878 billion. Total public debt recorded an
th
increase of Rs 1,413 billion during first six months of current fiscal year. The 6 National
Population and Housing Census was held after 19 years. The last census was held in 1998.
Its provisional results have been released which shows that total population is 207.77 million.
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BUDGET AT A GLANCE
COMPARISON & BREAK UP OF BUDGET 2018-19
2018-19
2017-18
Rupees in Billions
Revenue
Tax revenue
Non-tax revenue
Gross revenue receipts
Public account receipt – net
Total receipts
Less:
Provincial share in Federal taxes
Net revenue receipts
Expenditure
Current expenditure
Development expenditure

Deficit

JUNAIDY SHOAIB ASAD
CHARTERED ACCOUNTANTS

4,889
772

4,147
845

5,661
127
5,788

4,992
69
5,061

(2,590)
3,198

(2,316)
2,745

5,023
1,152
6,175

4,450
1,063
5,513

(2,977)

(2,768)
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Bank Borrowing
19%

RECEIPTS

Exstimated
Provincial Surplus
5%

External Receipts
(Net)
7%

Net Revenue
Receipts
59%

Capital Receipts
(Non-Bank)
10%

EXPENDITURE
Development
Expenditure
20%

Current
Expenditure
80%
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BREAK-UP OF TAX REVENUE
Petroleum Levy
6%

Gas Infrastructure
Cess
2%

Federal Excise Duty
6%

Sales Tax
35%

Natural Gas
Surcharge
0%

Others
1%

Income Tax
35%

Customs Duty
15%

Workers’
Welfare Fund
0%
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BUDGET HIGHLIGHTS
INCOME TAX
SCOPE OF TAXES


Rate of AOPs and individuals including business and salaries individuals has proposed to
be reduced. Now, all the individuals shall be charged to tax at similar rates. (Division I,
Part I, First Schedule)



Reduced rate of tax for companies has been proposed for 2019 and onwards. Tax rate for
tax year 2018 shall be 30% (Division II, Part I, First Schedule)



Applicability of super tax is proposed to be extended till tax year 2020. Further, reduced
rates of super tax has been proposed from tax year 2018 to 2021 (Section 4B)



Rate of tax on undistributed profits is proposed to be reduced from 7.5% to 5%. Threshold
for distribution of after tax profits has proposed to be reduced from 40% to 20%. Further,
distribution by way of bonus issue has been excluded for the purpose of distribution
(Section 5A)



Rate of tax on fee for offshore digital services rendered by non-resident person in Pakistan
having no permanent establishment is proposed at rate of 5%. (Section 6)



Cost of capital asset acquired as gift from relative only shall be considered at fair market
value at the time of acquisition or transfer for the purpose of computing capital gains. Nonrecognition of gain or rules shall apply only in case of gift from relatives (Section 37 & 79)



The income arising to the shareholder of a company from issuance of bonus shares has
proposed to be excluded from the purview of income chargeable to tax under the head
“Income from other sources” (Section 39)



Adjustment of unabsorbed depreciation and amortization has proposed to be carried
forward for adjustment against income chargeable under the head “income from business”
of following tax year to the extent of 50% of net taxable income for that year and balance
loss shall be carried forward for adjustment in subsequent tax years until completely set
off. However, the restriction on said adjustment upto 50% shall not be applicable where
the taxable income for the year is less than ten million rupees.(Section 57 & 59)



Maximum threshold for investment in shares and life insurance premium has proposed to
be increased from Rs. 1.5 million to 2 million for availing tax credit. (Section 62)



Time period for purchase and installation of plant and machinery for the purpose of availing
tax credit for investment in plant and machinery for extension, expansion, balancing,
modernization and replacement of the plant and machinery already installed has proposed
to be increased from 30th June 2019 to 30th June 2021 (Section 65B)



Time period of incorporation of the company and setup of industrial undertaking for tax
credit through equity investment is proposed to be increased from 30th June 2019 to 30th
June 2021.(Section 65D)
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Time period for installation of plant and machinery for the purpose of availing tax credit
through equity investment by the industrial undertaking established before 1st July 2011
has proposed to be increased from 30th June 2019 to 30th June 2021 (Section 65E).



Consideration of provisions regarding local and foreign source of income, application of
avoidance of double taxation agreements and provisions relating to anti-avoidance has
been proposed while computing income and tax for banking companies in addition to the
provisions of Seventh Schedule to the Ordinance (Section 100A)



Business income of non-resident person from import of goods in Pakistan from splitting
the composite contract and fee for offshore digital services is proposed to be considered
as Pakistan Source Income subject to certain conditions. (Section 101)



Gain from disposal of asset outside Pakistan of an asset located in Pakistan of a nonresident company shall be Pakistan Source and chargeable to tax at rate of 15% of the
gross amount paid as consideration subject to certain conditions (Section 101A)



The Commissioner is proposed to authorize to re-characterize the transaction for anti-tax
avoidance in terms of section 109 of the Ordinance even in case where double tax
agreements are applicable. (Section 107)



The Commissioner is proposed to be authorized to re-characterize the transaction in
respect of an entity or a corporate structure that does not have an economic or commercial
substance or was created as part of the tax avoidance scheme. (Section 109)



The taxable income of resident person is proposed to include the income attributable to
controlled foreign company subject to certain conditions (Section 109A)



A return of individual having foreign income and assets is proposed to be accompanied
with foreign income and assets statements as prescribed under section 116A of the
Ordinance. (Section 114 & 116A)



Threshold of tax payment from 25% to 10% has proposed to be reduced in order to avail
stay against recovery proceedings where the appeal is pending before the Commissioner
Inland Revenue Appeals.(Section 140)



One-fourth of 110% of the turnover of the latest assessed tax year is proposed to be
considered for computation of advance tax under section 147 where the taxpayer fails to
estimate turnover or there is no turnover for the quarter. Further, the banking company is
also proposed to be included for the purpose of estimation and payment of advance tax
under sub-section (4A) and (6) of section 147 of the Ordinance. (Section 147)



Tax collected at the import stage is proposed to be minimum tax in respect of goods
imported and supplied without any value addition. Further, rate of tax on import of coal has
also been proposed (Section 148)



Rental REIT scheme is proposed to collect tax at the rate of 7.5% from individual. (Section
150)



Threshold for exemption from deduction of tax on account of supply of goods and services
has proposed to be increased. Further, limitation of year for AOP and individuals as a
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withholding agent is proposed to be withdrawn. Further, rate of tax for non-filers in case of
supply of goods and contracts has proposed to be increased(Section 153)


Penalty for late filing of withholding statement has proposed to be reduced. Further,
penalty for non-filing of foreign income and asset statement has also been proposed.
(Section 182)



Non-filers are proposed to be excluded from filers list if return is filed after the due dates
or extended due dates. Provision regarding automatic selection of case for audit in case
of late filing of return has proposed to be withdrawn. (Section 182A and 214D)



Restriction on purchase and transfer of motor vehicles and immovable property in the
name of person is proposed in case of non-filers (Section 227C)



Collection of tax by stock exchange from stock broker is proposed to be adjustable
(Section 233A)



Rate of collection of tax on sale of certain petroleum product to petrol pump operators and
distributors has been proposed (Section 236HA)



Collection of tax on issuance of bonus shares has proposed to be withdrawn (Section
236M and 236N)



Collection of tax at specified rates on remittance abroad through payment from credit card,
debit card and prepaid card has been proposed (Section 236Y)

Exemptions and Tax Concessions


Exemption from total income has been proposed in respect of certain allowances to armed
forces personnel (Clause 39A, Part I)



Income of certain institutions, trust and organizations are proposed to be exempt (Clause
57 and 66 of Part I)



Donations paid to certain institutions are proposed to be exempt (Clause 61 Part I)



Exemption has been proposed in respect of gains derived by a person on transfer of capital
assets and profit on debt on bonds issued by the Pakistan Mortgage Refinance Company
(Clause 90A and 110C Part I)



Exemption available to Modaraba in respect of income from manufacturing activity has
proposed to be withdrawn. (Clause 100 Part I)



Profits and gains derived by a refinery set up between the 1st day of July, 2018 and the
30th day of June, 2023 with minimum 100,000 barrels per day production capacity is
proposed to be exempt for a period of twenty years (Clause 126BA Part I)



Tax liability has proposed to be reduced by 50% in respect of film making in Pakistan
(Clause 7 and 8 Part III)



Exemption from minimum tax under section 113 has been proposed in respect of public
sector universities (Clause 11A Part IV)
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Exemption from deduction of tax under section 153(1)(b) has been proposed for SSGC
and Pakistan LNG Terminal Ltd on account of re-gastification charges (Clause 11E Part
IV)



Dividends paid to Transmission Line Projects has proposed to be exempt from withholding
of tax under section 150 (Clause 12A Part IV)



Option available to commercial importer to opt out from FTR is proposed to be withdrawn
(Clause 56A Part IV)



Reduced rate of minimum tax under section 113 at the rate of 0.5% has proposed to be
extended in case of companies operating trading houses. (Clause 57 Part IV)



Exemption from application of section 111 in respect of certain cases has been proposed
(Clause 86 Part IV)



Companies engaged in the business of inspection, certification, testing and training service
is proposed to be included in service sectors for which exemption from minimum tax under
section 153(3)(b) of the Ordinance is available. Further, the provisions applicable till 2018
has proposed to be extended till 2019. (Clause 94 Part IV)



Exemption from collection of advance tax insurance premium has been proposed in
respect of certain insurance companies. (Clause 100 Part IV)



Exemption from audit under section 177 and 214C has been proposed if audit has been
conducted in any of the preceding three tax years. However, the Commissioner may select
a person for audit with the approval of the Board. (Clause 105 Part IV)

SALES TAX
SCOPE OF TAXES


The Finance bill has proposed that the Commissioner or officer Inland Revenue shall
provide appeal effect or pass a new order of assessment as directed by Commissioner-IR
(Appeals), Appellate Tribunal-IR, High Court or Supreme Court of Pakistan within one year
from the end of the financial year in which the order has been passed.



The Finance bill has further proposed to restrict the selection of audit by the Commissioner
once in every three years.



The Finance bill has also proposed to reduce the amount required to be paid to obtain
automatic stay against recovery proceedings from 25% to 10% of the amount of tax.



The Finance bill has proposed to fix default surcharge at the rate of 12% instead of KIBOR
plus 3%.



It is further proposed not to allow input tax credit import of scrap of compressors falling
under PCT heading 7204.4940.



The Finance bill has proposed not to allow input tax credit / refundable import of capital
goods at reduced rate under Standard Implementation Agreement, under Policy
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Framework for Private Sector Transmission Line Projects, 2015 and Projects Specific
Transmission Services Agreement.
TAXABILITY AND EXEMPTION


The Finance bill has proposed to increase the rate of further tax charged from the
unregistered person from 2% to 3%.



Stationary items are proposed to be included in the Fifth Schedule (zero rated goods),



Sales tax on agriculture machinery is also proposed to be reduced from 7% to 5%.



The Finance bill also proposes to reduce sales tax on natural gas from 10% to 5% supplied
to fertilizer plant..



The Finance bill has proposed to reduce sales tax at the rate of 3% on all fertilizers which
was charged specifically or at the rate of 5%



The Finance bill has proposed to reduce sales tax on LNG imported by Pakistan State Oil
Limited and Pakistan LNG Limited from 17% to 12%.



The Finance bill likewise proposes to reduce sales tax on supply of RLNG by M/s Pakistan
State Oil Limited and M/s Pakistan LNG Limited to M/s SNGPL from 17% to 12%.



The Finance bill has proposed to reduce sales tax to 5% from current applicable rate of
17% on import of 19 cinematographic equipment for the period of five years commencing
on July 1, 2018 subject to limitations and conditions imposed under the Customs Act, 1969.



The Finance bill has proposed to reduce sales tax on import of capital goods under
Standard Implementation Agreement, under Policy Framework for Private Sector
Transmission Line Projects, 2015 and Projects Specific Transmission Services Agreement
from 17% to 5%.



The Finance bill has proposed to reduce sales tax to 12% from 17% on import of lithium
iron phosphate batteries.



Exemption from Sales tax is also proposed on the import and supply of the following items:
o Paper weighing 60 g/m2 for printing of Holy Quran imported by Federal or
Provincial Governments and Nashiran-e Quran as per quota determined by
IOCO
o Fish Feed
o Fans for Dairy Farms
o Preparations for Making Animal Feed
o Bovine Semen
o Promotional and advertising materials for display at exhibitions
o Hearing aids
o LNG imported by fertilizer manufacturers for use as feed stock
o Goods supplied to German Development Agency.


The Finance bill has proposed to exempt the following from charging sales tax on
import of:
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o

Plant, machinery, equipment by M/s China State Construction Engineering
Corporation Limited, M/s China Communication Construction Company and
M/s China Railway Corporation with certain limitation and procedures.

o

Construction materials and goods by M/s China State Construction
Engineering Corporation Limited.

o

Machinery, equipment, raw materials and components by Karachi Shipyard
Engineering Works Limited.

o

21 types of computer parts by manufacturers registered with and certified by
Engineering Development Board for assembling and manufacturing of personal
computers and laptops in accordance with quota determined by IOCO.

o

Plant and machinery other than vehicles by zone developers of Special
Economic Zone (SEZ)

FEDERAL EXCISE DUTY
SCOPE OF TAXES


The Finance bill has proposed that the Commissioner or officer Inland Revenue to provide
appeal effect or pass a new order of assessment as directed by Commissioner-IR
(Appeals), Appellate Tribunal-IR, High Court or Supreme Court of Pakistan within one year
from the end of the financial year in which the order has been passed.



The Finance bill proposes to restrict the selection of audit by the Commissioner once in
every three years.



The Finance bill also proposes to reduce the amount required to be paid to obtain
automatic stay against recovery proceedings from 25% to 10% of the amount of tax.



The bill propose to fix default surcharge at the rate of 12% instead of KIBOR plus 3%.
TAXABILITY AND EXEMPTION



First and Third Schedule to the Act are also proposed to be amended.



The Finance bill has proposed to exempt federal excise on commission paid by State Bank
of Pakistan and its subsidiaries to banking companies for handling banking services of
Federal or Provincial Governments as State Bank’s agents.
HEALTH LEVY ON TOBACCO



The Finance bill has proposed to impose Health Levy at the rate of 10 rupees per kilogram
of tobacco that would be collected from the purchaser including manufacturer of cigarettes
by Pakistan Tobacco Board at the time of collecting cess on tobacco.
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MOBILE HANDSET LEVY


The Finance bill proposes to charge a mobile handset levy on import of handset at the rate
of Rs.1,000 on mobile exceeding Rs.10,000 but not exceeding Rs.40,000. Rs.3,000 on
mobile exceeding Rs.40,000 but not exceeding Rs.80,000. Rs.5,000 on mobile exceeding
80,000.
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SIGNIFICANT AMENDMENTS
INCOME TAX
SECTION 4B Super tax for rehabilitation of temporary displaced person
Super Tax was initially imposed for the tax year 2015 on banking and other
companies having income of Rs 500 million or more and the provision was
subsequently extended till 2017. Applicability of Super Tax is now proposed to
be extended till 2020.
Further, the successive reduced rates of Super Tax are proposed from tax year
2019 and onwards. The proposed rates are as under:
S. No.

Person

Rate of super tax
Rate(percentage of income)
Tax Year
2018
(3)

Tax Year
2019
(4)

Tax Year
2020
(5)

Tax Year
2021

(1)

(2)

(6)

1.

Banking company

4%

3%

2%

0%

2.

Person other than
a banking
company, having
income equal to or
exceeding Rs. 500
million

3%

2%

1%

0%

SECTION 5A Tax on undistributed profits
Tax at the rate of 7.5 percent was imposed on public company, other than
scheduled bank and modaraba, on undistributed profit under section 5A of the
Ordinance. Tax rate for undistributed profits is now been proposed to be
reduced from 7.5% to 5% for tax year 2018 and onwards.
Further, the threshold of distribution of after tax profit is now proposed to be
reduced from 40% to 20%. However, distribution by way of bonus shares is
now proposed to be excluded. Therefore, only cash distribution of 20% of after
tax profit shall be considered for non chargeability of tax on undistributed profit.
SECTION 6

Tax on certain payments to non-residents
Finance bill has proposed to tax fee for offshore digital services rendered by
non-resident person in Pakistan at rate of 5%. The said tax shall be the final
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tax of person receiving fee for offshore digital services having no permanent
establishment in Pakistan.
However, such services rendered through permanent establishment (PE) of
non-resident person in Pakistan shall be excluded from purview of this section
and income derived by PE shall be chargeable to tax under the head “Income
from Business”
The clause (22B) of section 2 of the Ordinance is proposed to be inserted for
definition of the term “fee for offshore digital services” which is reproduced as
under:
“Fee for offshore digital services” means any consideration
for providing or rendering services by a non-resident person for
online advertising including digital advertising
space,
designing, creating, hosting or maintenance of websites,
digital or cyber space for websites, advertising, e-mails, online
computing, blogs, online content and online data, providing
any facility or service for uploading, storing or distribution of
digital content including digital text, digital audio or digital video,
online collection or processing of data related to users in
Pakistan, any facility for online sale of goods or services or any
other online facility.”
Further, every banking company or a financial institution remitting outside
Pakistan an amount of fee for offshore digital services to non-resident shall
collect / deduct tax at the rate of 5% of gross amount of fee as provided under
Division IV of Part I of First Schedule to the Ordinance.
Section 8

General Provisions relating to taxes imposed under section 5, 5A, 5AA,
6, 7, 7A and 7B
Finance bill has proposed to exclude section 5A “Tax on undistributed profits”
from the purview of Final Tax as currently provided under sub-section (1) of
section 8 of the Ordinance. This proposed amendment in clarificatory in
nature as the tax chargeable under section 5A is already a one time tax on
undistributed profits.

Section 18

Income from Business
Finance bill proposes to clarify that taxes paid under the following sections
which are chargeable to tax at specified rates under Final Tax Regime (FTR)
as provided under section 8 shall not be again chargeable to tax under the head
“Income from business”.
Section
Section 5A

Description
Tax on undistributed profits

Section 5AA
Section 6
Section 7

Tax on return on investment in sukuks
Tax on certain payments to non-residents
Tax on shipping and air transport income of non-resident
person
Tax on shipping of a resident person

Section 7A
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Section 37
& 79

Capital Gains & Non-recognition rules
According to the provision contained in section 37 and 79 of the Ordinance no
gain or loss will arise on disposal of assets by reason of gift of assets and it is
treated as non taxable event, therefore, no liability on account of capital gain
tax arises. Finance bill has now proposed that cost of capital asset acquired as
gift from relative only shall be taken at fair market value at the time of acquisition
or transfer. Due to proposed amendment, value of capital asset received as gift
from person other than relative would be taken at the cost of that asset in the
hands of donor and chargeable to tax.
For the purpose of this section, relative means:
a) An ancestor, a descendant of any of the grandparents, or an adopted child,
of the individual, or of a spouse of the individual; or
b) A spouse of the individual or of any person specified in (a) above.
Further, section 79 has also proposed to be amended for non-recognition of
gain on asset acquired as gift from relative only as defined above. In case of
disposal of asset as gift between non-relatives, person disposing off the goods
shall be required to compute capital gain on the basis of market value of the
said asset

Section 37A Capital Gain on disposal of securities
Finance bill has proposed to extend the rate of capital gain tax applicable for
tax year 2018 to tax year 2019 as well.
Section 39

Income from other sources
Through Finance Act 2014 the Federal Government imposed tax at the rate of
5 percent on bonus shares issued by listed and unlisted companies. Finance
bill has proposed to exclude the income arising to the shareholder of a
company from issuance of bonus shares from the purview of income
chargeable to tax under the head “Income from other sources”. Consequently
section 236M and 236N which requires payment / deduction of tax on bonus
shares also proposed to be deleted.

Section 57
& 59

Carry forward of business losses & Limitation on set off and carry
forward of Losses
According to the existing provision of Ordinance unabsorbed depreciation,
initial allowance and un-amortized intangibles can be fully set off against
income from business. Finance bill has proposed that the unadjusted loss for
the year attributable to deduction allowed on account of depreciation, initial
allowance, first year allowance and intangibles shall be carried forward for
adjustment against income chargeable under the head “income from business”
of following tax year to the extent of 50% of net taxable income for that year
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Section 62

and balance loss shall be carried forward for adjustment in subsequent tax
years until completely set off. However, the restriction on said adjustment upto
50% shall not be applicable where the taxable income for the year is less than
ten million rupees.
Tax credit for investment in shares and insurance
Finance bill has proposed to increase maximum threshold for investment in
shares and life insurance premium from Rs. 1.5 million to 2 million for availing
tax credit.

Section 65B Tax credit for investment
Finance bill has proposed to extend the period tax credit for further two years
for investment in plant and machinery for extension, expansion, balancing,
modernization and replacement of the plant and machinery already installed.
Such proposed extended period is 1st July 2010 to 30th June 2021. Currently
such period will be ending on 30th June 2019.Section 65 B of the Ordinance
allows tax credit of 10 percent of the amount invested against tax payable
including minimum and final tax payable.
Section 65D Tax credit for newly established industrial undertaking
Section 65D allows tax credit for new industrial undertaking on equity
investment of atleast seventy percent raised through new issue of shares for
cash consideration. Finance bill has proposed to extend period of incorporation
of the company and setup of industrial undertaking from eight years to ten years
i.e. 1st July 2011 to 30th June 2021. Presently, said period is 1st July 2011 to
30th June 2019.
Section 65E Tax credit for industrial undertakings established before the first day of
July 2011
Section 65E allows tax credit for a company set up before 01 July 2011 and
invest through equity of atleast seventy percent raised through new issue of
shares for cash consideration in expansion or new project. Finance bill has
proposed to extend the period of installation of plant and machinery for the
purpose of availing tax credit from eight to ten years i.e. 1st July 2011 to 30th
June 2021. Presently said period is between 1st July 2011 to 30th June 2019.
Section 100A Special provisions relating to banking business
Finance bill has proposed to insert sub-section (3) which requires consideration
of provisions provided under Chapter VII and VIII of the Ordinance while
computing income and tax payable for banking business. Income and tax
chargeable for banking company is currently computed in accordance with the
Seventh Schedule to the Ordinance. However, after the proposed amendment
provisions of Chapter VII and VIII which includes provisions regarding local and
foreign source of income, application of avoidance of double taxation
agreements and provisions relating to anti-avoidance shall be considered while
computing income and tax thereon.
Section 100C Tax credit for certain person
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Section 100C deals with tax credit or exemption of non-profit organization, trust
and welfare institutions. Finance bill has proposed to allow hundred percent tax
credit for non-profit organization, trust or welfare institution in respect of income
representing profit on debt form microfinance banks also in addition to profit on
debt from scheduled banks.
Section 101 Geographical source of income
Business income of a non-resident person directly or indirectly attributable to
import of goods in Pakistan is proposed to be considered as Pakistan Source
Income irrespective of the fact that title to the goods passes outside Pakistan
and if such import is part of an overall arrangement for the supply of goods,
installation, construction, assembly, commission, guarantees or supervisory
activities and all or principal activities are undertaken or performed either by
the associates of the person supplying the goods or its permanent
establishment, irrespective of the fact that the goods are imported in the name
of the person, associate of the person or any of the person. Purpose of the
proposed amendment is avoid splitting of composite contract into number of
contract.
Further, sub-section (12A) is proposed to be inserted which provides that a fee
for offshore digital services shall be Pakistan-Source income, if it is:(a) paid by a resident person, except where the fee is payable in respect of
services utilized in a business carried on by the resident outside
Pakistan through a permanent establishment; or
(b) borne by a permanent establishment in Pakistan of a non-resident
person
Section 101A Gain on disposal of assets outside Pakistan
Finance bill has inserted new section 101A to the Ordinance which proposes
that the gain from disposal outside Pakistan of an asset located in Pakistan of
a non-resident company shall be Pakistan Source. The person acquiring the
asset from the non-resident person shall deduct and deposit tax at rate of 15%
of the gross amount paid as consideration subject to following minimum
threshold:
(a) 20% of fair market value less cost of acquisition of the asset; or
(b) 10% of fair market value of the asset
In case of asset in any share or interest in a non-resident company, such asset
shall be treated to be located in Pakistan, where
(a) The share or interest derives, directly or indirectly, its value wholly or
principally from the assets located in Pakistan if fair market value of such
assets exceeds Rs. 100 million and represents atleast 50% of the value of
all the assets owned by the non-resident company
(b) Shares or interest representing 10% or more of the share capital of the nonresident company are disposed or alienated
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In case entire assets by the non-resident company are not located in Pakistan,
the income of non-resident company from disposal of assets shall be
considered to the extent it is reasonably attributable to assets located in
Pakistan and determined as may be prescribed.
Where assets are held in Pakistan by the non-resident company through a
resident company, directly or indirectly, such resident company shall be
required to furnish the detail of disposal of assets in prescribed format to the
Commissioner within 60 days of the transaction or within such time as required
by the Commissioner. Such resident company shall also be required to collect
advance tax on disposal of asset at the rates mentioned above within 30 days
of transaction of disposal.
If tax has been paid on disposal of assets by a non-resident company under
this section, the provisions of section 22(8), 37 and 37A shall not apply.
Section 107 Agreement for the avoidance of double taxation and prevention of fiscal
evasion
The Federal Government may enter into tax treaty for avoidance of double
taxation with any country. Finance bill has proposed to empower the
Commissioner to re-characterize the transaction for anti-tax avoidance in terms
of section 109 of the Ordinance even in case where double tax agreements are
applicable.
Sub-section (3) of section 109 has also proposed to be inserted to authorize
the Commissioner for re-characterization of transaction in line with above
amendment.
Section 108 Transactions between associates
Section 108 of the Ordinance empower Commissioner to distribute and allocate
income between associates on an arms length basis. Finance bill has proposed
to empower the Board to obtain country-by-country report where applicable in
respect of transaction between associates.
Section 109 Re-characterization of income and deductions
Section 109 empowers Commissioner to recharacterise transaction in order to
avoid tax avoidance scheme. The addition in the list of re-characterization of
transactions by the Commissioner has been proposed which would include to
disregard an entity or a corporate structure that does not have an economic or
commercial substance or was created as part of the tax avoidance scheme.
Further, sub-section (3) of section 109 is also proposed to be inserted to
authorize the Commissioner for re-characterization of transaction for anti-tax
avoidance where double tax agreements are also applicable.
.
Section 109A Controlled foreign company
Finance bill has inserted new section that proposes that the taxable income of
resident person shall include the income attributable to controlled foreign
company. The income of a controlled foreign company shall be an amount
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equal to the taxable income of that company and the amount attributable
income for a tax year shall be computed in accordance with following formula:A x (B/100)
Where –
A
B

is the amount of income of a controlled foreign company under
sub-section (2); and
is the percentage of capital or voting rights, whichever is higher,
held by the person, directly or indirectly, in the controlled foreign
company

The amount of attributable income shall be treated as zero, if the capital or
voting rights of the resident person is less than 10%. Further, the income of a
controlled foreign company shall be treated as zero, if it is less than Rs. 10
million.
Controlled foreign company shall mean a non-resident company, if
(a) More than 50% of the capital or voting rights of the non-resident
company are held, directly or indirectly, by one or more persons
resident in Pakistan or more than 40% of the capital or voting rights of
the non-resident company are held, directly or indirectly, by a single
resident person in Pakistan
(b) Tax paid, after taking into account any foreign tax credits available to
the non-resident company, on the income derived or accrued, during a
foreign tax year, by the non-resident company to any tax authority
outside Pakistan is less than 60% of the tax payable on the said income
under the Ordinance
(c) The non-resident company does not derive active business income
(d) The shares of the company are not traded on any stock exchange
recognized by law of the country or jurisdiction of which the non-resident
company is resident for tax purposes
For the purpose of clause (c) above, a company shall be treated to have derived
active business income, if
(a) more than eighty percent of income of the company does not include
income from
dividend, interest, property, capital gains, royalty,
annuity payment, supply of goods or services to an associate, sale or
licensing of intangibles and management, holding or investment in
securities and financial assets; and
(b) principally derives income under the head “income from business” in
the country or jurisdiction of which it is a resident.
The attributable to controlled foreign company taxed in Pakistan under this
section shall not be taxed again when the same income is received in Pakistan
by the resident taxpayer.
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Section 111 Unexplained income or assets
An amendment has been proposed in sub-section (2) which provides that
where the investment, money, valuable article or expenditure is discovered by
the Commissioner and is situated or incurred outside Pakistan and concealed
income is foreign-source, the addition to taxable income in respect of such
unexplained income or asset shall be made in the tax year immediately
preceding the tax year of discovery.
Where investment, money, valuable article or expenditure is situated or
incurred in Pakistan or concealed income is Pakistan-source, the addition shall
be made in the income of the tax year to which such amount relates.
Further, sub-section (4) has also proposed to be amended to place the
restriction on remittance of foreign exchange through normal banking channel
upto Rs. 10 million in respect of which source will not require to be disclosed.
Presently, any amount of remittance of foreign exchange through normal
banking channel is exempt from disclosure of source.
Furthermore, Finance bill has proposed to exclude certain transactions from
the purview of section 111 of the Ordinance which are as follows
(a) The provisions of section 111 shall not apply to
i.

investment made by an individual in a greenfield industrial
undertaking directly or as an original allottee in the purchase
of shares of a company establishing an industrial
undertaking or capital contribution in an association of
persons establishing an industrial undertaking;

ii.

investment made by an association of persons in an
industrial undertaking; And

iii.

investment made by a company in an industrial
undertaking— if the said investment is made on or after the
1st day of January, 2014 and commercial production
commences on or before the 30th day of June, 2019.

(b) The concessions given in this clause shall also apply to investment
made in –
i.

construction industry in corporate sector;

ii.

low cost housing construction in the corporate sector;

iii.

livestock development projects in the corporate sector

iv.

new captive power plants; and

v.

mining and quarrying in Thar coal, Balochistan and Khyber
Pakhtunkhawa
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a) The concessions given in sub-clause (a) shall not apply to
investment made ini.

arms and ammunitions;

ii.

explosives;

iii.

fertilizers;

iv.
v.

sugar;
cigarettes;

vi.

aerated beverages;

vii.

cement;

viii.

textile spinning units;

ix.

flour mills

x.

vegetable ghee; and

xi.

cooking oil manufacturing

(a) The term green field industrial undertaking shall include
expansion projects for the
(b) Immunity under this clause shall not be available to proceeds of
crime relating to offences under the following laws, namely:(i)

Control of Narcotics Substances Act, 1997;

(ii)

Anti Terrorism Act, 1997; and

(iii)

Anti-Money Laundering Act, 2010.

Section 114 Return of Income
An individual require to file foreign income and assets statements under section
116A is also proposed to file return of total income along with said statement.
Section 116A Foreign income and assets statement
Finance bill has proposed that every resident individual taxpayer having foreign
income of not less than US$ 10,000 or having foreign assets with a value of not
less than US$ 100,000 shall be required to file foreign income and assets
statement in the prescribed format which shall include following:
(a) the person’s total foreign assets and liabilities as on the last day of the
tax year
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(b) any foreign assets transferred by the person to any other person during
the tax year and the consideration for the said transfer; and
(c) complete particulars of foreign income, the expenditure derived during
the tax year and the expenditure wholly and necessarily for the
purposes of deriving the said income
Section 121 Best judgment assessment
Finance bill has proposed that best judgment assessment order shall be issued
by the officer within two years from the end of the tax year in which notice is
issued to the taxpayer regarding furnishing of return under section 114(4) of
the Ordinance. After expiry of two years after the tax year in which notice for
filing of return was issued for any tax year, best judgment assessment shall be
barred by time.
Section 134A Alternative Dispute Resolution
Finance bill has proposed that the committee shall consist of following persons:
(i)

an officer of Inland Revenue not below the rank of
Commissioner

(ii)

a person form a panel comprising of retired Chartered
Accountants and Advocate;

(iii)

a retired judge of a High Court

Cost Accountants, Income Tax practitioners and reputable taxpayers are
excluded from being a member of the Committee after the said proposed
amendment.
Proceedings under this section shall only be initiated unless the appeals
pending before the appellate authority is withdrawn. In case order of withdrawal
is not communicated within 75 days of the appointment of the committee, the
said committee shall be dissolved.
Where proceedings will be initiated by the committee, decision is required to
be made by the committee within 120 days of the appointment excluding the
days for communicating the order of the withdrawal of appeal before appellate
authority. If the committee would fail to decide the dispute within 120 days, the
Board shall dissolve the committee and the matter shall be decided by the
Appellate Authority.
Section 140 Recovery of tax from persons holding money on behalf of taxpayers
Finance bill proposes to amend proviso under sub section (1) whereby the
taxpayer will be required to pay 10% instead of 25% of tax due to obtain
automatic stay against recovery proceedings till the decision of the
Commissioner Appeals.
Section 147 Advance tax paid by the taxpayer
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Finance bill has proposed that where the taxpayer fails to provide turnover or
the turnover for the quarter is not known for the purpose of computation of
advance tax for the quarter, turnover shall be taken as one-fourth of 110% of
the turnover of the latest assessed tax year. Further, the banking company is
also proposed to be included for the purpose of estimation and payment of
advance tax under sub-section (4A) and (6) of section 147 of the Ordinance.
Section 148 Imports
Finance bill has proposed to include the tax collected at import stage as
minimum tax on import of goods which are sold in the same condition as they
were when imported. Further, option available to commercial importer to opt
out from FTR is proposed to be withdrawn after omission of clause 56B of Part
IV of the Second Schedule to the Ordinance.
Further, rate of tax on import of coal under Part II of First Schedule to the
Ordinance is proposed to be 4% for filers and 6% for non-filers.
Section 150 Advance tax on dividends
Finance bill has proposed the collection of advance tax at the rate of 7.5% from
individual by a rental REIT scheme.
Section 152 Payment to non-residents
The Finance bill now proposes that deduction of tax from payment to
permanent establishment in Pakistan of non-resident person on account of
services shall be minimum tax. Where services pertains to the corporate
service sectors provided under clause 94 of Part IV of Second Schedule to the
Ordinance, the excess amount of tax collected shall be adjusted against the
normal tax liability of the company and unadjusted amount shall be carried
forward for adjustment in immediately succeeding five tax years. The company
may also claim exemption from deduction of tax by payment of 2% of advance
tax on total turnover from all source and after submission of undertaking for
presentation of accounts for audit.
Section 153 Payments for goods, services and contracts
Finance bill has proposed to exclude following from the ambit of withholding of
taxes on payments received on account of following:
(i)

In case of supply of goods where payment is less than Rs.
75,000 in aggregate in a financial year

(ii)

In case of services where payment is less than Rs 30,000 in
aggregate in a financial year

Further, time limitation for becoming a withholding agent in case of Individual
and Association of Person (AOP) having turnover of Rs. 50 million has been
removed. Presently, the Individual or AOP having turnover exceeding Rs. 50
million in a tax year 2009 and 2007 respectively and onwards is prescribed as
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withholding agent. After the proposed amendment, any Individual or AOP
having turnover exceeding Rs. 50 million in any previous tax year shall become
a withholding agent. Furthermore, builders and developers are also includes in
the list of withholding agents.
The rate of deduction of tax in respect of supply of goods and contracts for nonfilers has proposed to be increased.
Section 165A Furnishing of information by banks
Every banking company is proposed to provide information to the Board in
respect of following:
(a) A list of persons containing particulars of cash withdrawals exceeding
Rs. 50,000 in a day and tax deductions thereon for filers and non-filers,
aggregating to Rs. 1 million or more during each preceding calendar
month
(b) A list containing particulars of deposit aggregating to Rs. 10 million or
more made during the preceding calendar month
(c) A list of payments made by any person against bills raised in respect of
a credit card issued to that person, aggregating to Rs. 200,000 or more
during the preceding calendar month
Section 177 & Audit 214C
Clause 105 of Part IV of the Second Schedule to the Ordinance has proposed
to be inserted which provides for exclusion of cases for audit under section 177
and 214C relating to a person whose income tax affairs have been audited in
any of the preceding three tax years. Provided that the Commissioner may
select a person under section 177 for audit, with approval of the Board.
Section 182 Offences and penalties
Finance bill has proposed to amend penalty for non-furnishing statement under
section 115, 165, 165A or 165B. Penalty shall be Rs. 5,000 if the person had
already paid tax required to be collected or deducted and to be reported in the
statement within due date and filed statement within 90 days from the due dates
for filing the statement and Rs. 10,000 otherwise.
In case a person fails to furnish a foreign assets and income statement within
the due date, such person shall be liable to penalty of 2% of the foreign income
or value of the foreign assets for each year of default
Section 182A Return not filed within due date
Finance bill has proposed to penalize the non-filing of return of income under
section 114 of the Ordinance within due date or extended due dates in an
exceptional manner. Such late filers shall not be included in active taxpayer list
and shall not be allowed to carry forward loss pertaining to the tax year for
which return is late filed.
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Section 214D Automatic selection for audit
Finance bill has proposed to omit the provision regarding automatic selection
of case for audit in case of late filing of return. Such amendment is in line with
proposed action for late filers as prescribed under section 182A of the
Ordinance.
Section 227C Restriction on purchase of certain assets
Finance bill has proposed that non-filers will not be able to register any motor
vehicle or immovable property in his name unless person becomes a filer

Section 230F Directorate General of Immovable Property
Finance bill has proposed the appointment of the Directorate General of
Immovable Property who shall determine the fair market value of immovable
property transferred through valuer or an expert where he has reason to believe
that where consideration of such transfer in the instrument of transfer is
understated for the following purposes:
(a)

The avoidance or reduction of withholding tax obligation under the
Ordinance

(b)

Concealment of unexplained amount referred to in sub-section (1) of
section 111 representing investment in immovable property; or

(c)

Avoidance or reduction of capital gains tax under section 37

Where the Director General is satisfied that the fair market value of property
exceeds the consideration by more than 50% of such consideration, it may after
approval of the Board may make an order for acquisition of the immovable
property under this section. However, proceedings under this section shall not
be initiated in respect of any immovable property after expiration of a period of
six months from the end of the month in which the instrument of transfer in
respect of such property is registered, recorded or attested.
The aggrieved person may file appeal against the said acquisition order before
the Appellate Tribunal of Immovable Property within sixty days of the service
of a copy of such order.
Where advance tax on purchase of immovable property at the rate of 1% of fair
market value under section 236K shall be applicable and other provision of
section 111, 236C and 236W shall not apply.
Section 233A Collection of tax by a stock exchange registered in Pakistan
Finance bill has proposed to tax income of stock brokers under Normal Tax
Regime (NTR) For tax year 2018, tax collected under this section is final tax
Section 236HA

Tax on sale of certain petroleum products
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Every person selling petroleum products to a petrol pump operator or distributor
is proposed to collect advance tax at the rate of 0.5% of ex-deposit sale price
for files and 1% for non-filers where such operator or distributor is not allowed
a commission or discount. The tax deductible under this section shall be final
tax.
Section 236Y Advance tax on persons remitting amounts abroad through credit or debit
or prepaid cards
Finance bill has proposed collection of advance tax by banking companies at
the time of transfer of any sum remitted outside Pakistan, on behalf of any
person who has completed a credit card, debit card or a prepaid card
transaction with a person outside Pakistan. Such advance tax shall be 1% for
filers and 3% for non-filers. The tax collected under this section is adjustable.
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FIRST SCHEDULE
PART I
Division I

Rates of tax for individuals including business and salaries
S.No.

Taxable income

(1)

(2)

Rate of tax
(3)

1.

Where the taxable Income does not
exceed Rs. 4,00,000

0%

2.

Where the taxable Income exceeds
Rs.4,00,000 but does
not exceed Rs. 8,00,000

Rs.1,000

3.

Where the taxable Income exceeds
Rs.8,00,000 but does not exceed Rs.
12,00,000

Rs.2,000

4

Where the taxable income exceed
Rs.12,00,000 but does not exceed
Rs.24,00,000

5

6

Where the taxable income exceeds
Rs.24,00,000 but does not exceed
Rs.48,00,000
Where the taxable income exceeds
Rs.48,00,000

5% of the amount exceeding
Rs.12,00,000
Rs. 60,000 + 10% of the
amount exceeding Rs.
24,000,000

Rs. 300,000 + 15% of the
amount exceeding
Rs.48,00,000

Rates of tax for Association of Person
S. No.

Taxable Income

(1)
1.

2.

3.

(2)

Rate of Tax
(3)

Where the taxable
income does not
exceed Rs.400,000
Where the taxable
income exceeds Rs.400,000 but does
not exceed Rs.1,200,000

5% of the amount
exceeding
Rs.400,000

Where the taxable income exceeds
Rs.1,200,000 but does not exceed
Rs.2,400,000

Rs.40,000 + 10% of
the amount exceeding
Rs.1,200,000
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4.

Where the taxable income exceeds
Rs.2,400,000 but does not exceed
Rs.3,600,000

Rs.160,000 + 15% of
the amount exceeding
Rs.2,400,000

5.

Where the taxable income exceeds Rs.
3,600,000 but does not exceed
4,800,000
Where the taxable income exceeds Rs
4,800,000 but does not exceed Rs
6,000,000
Where the taxable income exceeds
Rs.6,000,000

Rs.340,000 + 20% of the
amount exceeding Rs.3,600,000

6.

Division II

Rate of tax for companies

Tax Year

Rate of Tax

2019

29%

2020

28%

2021

27%

2022

26%

2023 and onwards

25%"

Division IIA
S. No.

Rs.580,000 + 25% of the
amount exceeding
Rs.4,800,000
Rs.880,000 + 30% of the
amount exceeding
Rs.6,000,000;

Rates of Super Tax
Person

Rate of super tax
Rate(percentage of income)
Tax Year
2018

(5)

Tax Year
2021

(2)

1.

Banking company

4%

3%

2%

0%

2.

Person other than
a banking
company, having
income equal to or
exceeding Rs. 500
million

3%

2%

1%

0%
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PART III
Division III

Payments for goods and service
Company

Non Company

Filer

Non-Filer

Filer

Non-Filer

Goods

4%

8%

4.5%

9%

Services

8%

14.5%

10%

17.5%

Contracts

7%

14%

7.5%

15%

PART IV
Division XI

Advance tax on functions and gatherings
S. No.

Rate of tax

(1)
1.

2.

(2)
5% of the bill ad
valorem or
Rs. 20,000 per
function, whichever is
higher

(3)
For Islamabad, Lahore, Multan,
Faisalabad, Rawalpindi, Gujranwala,
Bahawalpur, Sargodha, Sahiwal,
Shekhurpura, Dera Ghazi Khan,
Karachi, Hyderabad, Sukkur, Thatta,
Larkana, Mirpur Khas, Nawabshah,
Peshawar, Mardan, Abbottabad,
Kohat, Dera Ismail, Khan, Quetta,
Sibi, Loralai,

5% of the bill ad
For
Khuzdar,
cities other
Derathan
Murad
those
Jamali
mentioned
and
valorem or Rs.
above”;
10,000 per function, Turbat.
whichever is higher
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SECOND SCHEDULE EXEMPTIONS
PART I

EXEMPTION FROM TOTAL INCOME

Clause (39A)

Any amount paid as kit allowance, ration allowance, special messing
allowance, SSG allowance, Northern Areas compensatory allowance,
special pay for Northern Areas and height allowance to the Armed
Forces personnel.

Clause (57)

Income of the following funds / institution are proposed to be exempt:
1. Khyber Pakhtunkhwa Retirement Benefits and Death
Compensation Fund.
2. Khyber Pakhtunkhwa General Provident Investment Fund.
3. Khyber Pakhtunkhwa Pension Fund

Clause (61)

Donation to following institutions are proposed to be exempt:
1.
2.
3.
4.

Pakistan Sweet Home, Angels and Fairies Place.
Al-Shifa Trust Eye Hospital.
Aziz Tabba Foundation.
Sindh Institute of Urology and Transplantation, SIUT Trust
and Society for the Welfare of SIUT.
5. Sharif Trust.
6. The Kidney Centre Post Graduate Institute.
7. Pakistan Disabled Foundation.
Clause 66

Income of the following are proposed as exempt:
1.
2.
3.
4.
5.
6.
7.
8.
9.
10.
11.
12.
13.

Third Pakistan International Sukuk Company Limited
SAARC Energy Centre.
Pakistan Bar Council.
Pakistan Centre for Philanthropy.
Pakistan Mortgage Refinance Company Limited.
Aziz Tabba Foundation.
Al-Shifa Trust Eye Hospital.
Saylani Welfare International Trust.
Shaukat Khanum Memorial Trust.
Layton Rahmatullah Benevolent Trust (LRBT).
The Kidney Centre Post Graduate Training Institute.
Pakistan Disabled Foundation.
Forman Christian College.

Clause 72A

Any Income derived by Sukook holder in relation to Sukook issued by
the Third Pakistan International Sukook Company Limited including any
gain on disposal of such Sukook is proposed to be exempt.

Clause 90A

Any profit on debt derived by any person on bonds issued by Pakistan
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Clause 100

Mortgage Refinance Company to refinance the residential housing
mortgage market, proposed to be exempt for a period of five years with
effect from the 1st day of July, 2018
Exemption available to Modaraba in respect of income from
manufacturing activity has proposed to be withdrawn.

Clause 110C

Any gain by a person on transfer of a capital asset, being a bond issued
by Pakistan Mortgage Refinance Company to refinance the residential
housing mortgage market, proposed to be exempt during the period
from the 1st day of July, 2018 till the 30th day of June, 2023.

Clause 126BA

Profits and gains derived by a refinery set up between the 1st day of
July, 2018 and the 30th day of June, 2023 with minimum 100,000
barrels per day production capacity is proposed to be exempt for a
period of twenty years beginning in the month in which the refinery is
set up or commercial production is commenced, whichever is later.
Exemption under this clause shall also be available to existing
refineries, if—
a) existing production capacity is enhanced by at least 100,000
barrels per day;
b) the refinery maintains separate accounts for income arising from
aforesaid additional production capacity; and
c) the refinery is a deep conversion refinery.

PART II

REDUCTION IN TAX RATES

Clause 24AA

The reduced rate of tax is proposed, under section 152 in the case of
M/S CR-NORINCO JV (Chinese Contractor) as recipient, on
payments arising out of commercial contract agreement signed with
the Government of Punjab for installation of electrical and mechanical
(E&M) equipment for construction of the Lahore Orange Line Metro
Train Project, shall be 6% of the gross amount of payment.

PART III

REDUCTION IN TAX LIABILITY

Clause 7

The amount of tax payable by foreign film-makers from making films in
Pakistan is proposed to be reduced by fifty percent on income from
film-making in Pakistan

Clause 8

The amount of tax payable by resident companies deriving income from
film-making is proposed be reduced by fifty percent on income from filmmaking.

PART IV

EXEMPTION FROM SPECIFIC PROVISONS

Clause 11A

(xxx) Minimum tax under section 113 is proposed to be withdrawn from
tax year 2014 and onwards in respect of public sector universities
established solely for educational purposes and not for the purposes of
profit with effect from 1 July 2013.
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Clause 11E

Payment received by Sui Southern Gas Company Limited and Pakistan
LNG Terminal Limited from Sui Northern Gas Pipelines Limited on
account of re-gasification charges has proposed to be exempt from
withholding under section 153(1)(b) of the Ordinance.

Clause 12A

Dividend paid to Transmission Line Projects under Transmission Line
Policy 2015 is proposed to be exempt from withholding under section
150 of the Ordinance.

Clause 57

Reduced rate of minimum tax under section 113 at the rate of 0.5% has
proposed to be extended in case of companies operating trading
houses.

Clause 60A

The provisions of section 148 shall not apply for import of plant,
machinery and equipment including dumpers and special purposes
motor vehicles imported by the following for construction of SukkurMultan section of Karachi-Peshawar Motorway project and Karakorum
Highway (KKH) Phase-II (Thakot to Havellian Section) of CPEC project
respectively, namely
a) M/s China State Construction Engineering Corporation Ltd.
(M/s CSCEC); and
b) M/s China Communication Construction Company (M/s
CCCC).

Clause 60AA

The provisions of section 148 of the Income Tax Ordinance,
2001(XLIX of 2001), shall not apply for import of construction
materials or goods up to a maximum of 10,898.000 million rupees
imported by China State Construction Engineering Corporation (M/s
CSCEC) for construction of Sukkur-Multan section of KarachiPeshawar Motorway project of National Highway Authority under
CPEC.

Clause 60B

The provisions of section 148 shall not apply on import of thirty-five
armoured and security vehicles imported by or for Ministry of Foreign
Affairs, Government of Pakistan meant for security of visiting foreign
dignitaries, subject to the following conditions, namely: b) that the vehicles imported under this clause shall only be used
for the security purpose of foreign dignitaries and will be
parked in Central Pool of Cars (CPC) in the Cabinet Division
for further use as and when needed; and
c) that the importing Ministry at the time of import shall furnish an
undertaking to the concerned Collector of Customs to the
extent of customs-dues exempted under this clause on
consignment to consignment basis binding themselves that the
vehicles imported under this clause shall not be re-exported,
sold or otherwise disposed of without prior approval of the
Board and in the manner prescribed therefore.
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Clause 60C

The provision of section 148 shall not apply on import of equipment to
be furnished or installed for Rail Based Mass Transit Projects in
Lahore, Karachi, Peshawar and Quetta under CPEC.

Clause 63

Lahore University of Management Sciences, Lahore is proposed
deemed to have been approved by the Commissioner as non-profit
organization under section 2(36) of the Ordinance.

Clause 94

Companies engaged in the business of inspection, certification, testing
and training service is proposed to be included in service sectors for
which exemption from minimum tax under section 153(3)(b) of the
Ordinance is available. Further, such exemption has proposed to be
extended till 30th June 2019. The tax year subject to audit has proposed
to be extended till 2019 and undertaking for submission of accounts for
audit is also required to be filed by November 2018..

Clause 100

The provisions of section 236U shall not apply to an insurance
company collecting premium under(a) Crop Loan Insurance Scheme (CLIS); and
(b) Livestock Insurance Scheme (LIS).”;
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SALES TAX
Section 3

Scope of Tax
As per the provisions of section 3(1A) of the Act, further tax at the rate of 2% is
required to be charged of the value in addition to the normal sales tax on
account of supply to unregistered person. The Finance bill now proposes to
increase the rate of further tax to 3% on supply of goods to unregistered person.

Section 8

Tax Credit not allowed
Section 8 of the Act restricts the claim of input tax. The Finance bill now
proposes to add “import of scrap compressors” in the list on which input tax
adjustment / claim is being disallowed.

Section 11B Assessment giving effect to an order
The Finance bill seeks to insert a new section whereby a time period has been
defined to give appeal effect or pass a new order within one year from the end
of financial year by the Officer Inland Revenue / Commissioner on the order
passed by Commissioner (Appeals), Appellate Tribunal, High Court or
Supreme Court.
The said limitation shall not be applied if an appeal or reference has been filed
on order of Appellate Tribunal or a High Court.
This provision would largely be of limited or no use as the department being
aggrieved with the order would certainly prefer an appeal against the order of
ITAT or High Court.
Section 25

Access to record, documents, etc
Section 25 empowers the Commissioner to conduct audit of the taxpayer. The
Finance Bill seeks to insert a proviso to sub-section (2) of section 25 which will
restrict the Commissioner’s right for conducting audit only once in every 3
years.

Section 34

Default Surcharge
According to the provision contained in section 34 of the Act the taxpayer are
required to pay default surcharge at the rate KIBOR plus three percent. The
Finance bill now proposes to amend the rate of default surcharge at the rate
of 12% per annum on the amount of tax due or the amount erroneously
refunded.

Section 47A Alternate Dispute Resolution
Finance bill has proposed that the committee shall consist of following persons:
(i)

an officer of Inland Revenue not below the rank of
Commissioner
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(ii)

a person form a panel comprising of retired Chartered
Accountants and Advocate;

(iii)

a retired judge of a High Court

Cost Accountants, Income Tax practitioners and reputable taxpayers are
excluded from being a member of the Committee after the said proposed
amendment.
Proceedings under this section shall only be initiated unless the appeals
pending before the appellate authority is withdrawn. In case order of withdrawal
is not communicated within 75 days of the appointment of the committee, the
said committee shall be dissolved.
Where proceedings will be initiated by the committee, decision is required to
be made by the committee within 120 days of the appointment excluding the
days for communicating the order of the withdrawal of appeal before appellate
authority. If the committee would fail to decide the dispute within 120 days, the
Board shall dissolve the committee and the matter shall be decided by the
Appellate Authority.
Section 48

Recovery of arrears of tax
The Finance bill proposes to amend proviso under sub section (1) whereby the
taxpayer will be required to pay 10% instead of 25% of tax due to obtain
automatic stay against recovery proceedings till the decision of the
Commissioner (Appeals).
FIFTH SCHEDULE

Fifth Schedule contains list of item which are zero rated. The Finance bill seeks to insert
following items in the Fifth Schedule. These items are currently exempt under section 13 and
are appearing in Sixth Schedule resulting in disallowance of any input tax paid by the
taxpayer. It is however pertinent to note that, the said items are inadvertently perhaps still
appearing in The Sixth Schedule.
Serial
No.
(1)
(xx)
(xxi)
(xxii)
(xxiii)
(xxiv)
(xxv)
(xxvi)
(xxvii)

Description
(2)
Colors in sets (PCT heading 3213.1000).
Writing, drawing and marking inks (PCT heading. 3215.9010 and
3215.9090)
Erasers (PCT heading 4016.9210 and 4016.9290)
Exercise books (PCT heading 4820.2000)
Pencil sharpeners (PCT heading 8214.1000)
Geometry boxes (PCT heading 9017.2000)
Pens, ball pens, markers and porous tipped pens (PCT heading 96.08)
Pencils including color pencils (PCT heading 96.09)”.;
SIXTH SCHEDULE
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The Finance bill propose following amendments in 6th Schedule in respect of exemptions.
Inclusion in Table-I (Imports or Supplies)
Serial
No.

Description

Heading Nos. of
the First
Schedule to the
Customs act,
1969 (IV of 1969)
4802.5510

“137.

Paper weighing 60 g/m2 for printing of Holy Quran
imported by Federal or Provincial Governments and
Nashiran-Quran as per quota determined by IOCO

138.

Fish Feed

Respective
heading

139.

Fans for dairy farms

8414.5990

140.
141.

Bovine semen
Preparations for making animal feed

0511.1000
2309.9000

142.

Promotional and advertising material including
technical literature, pamphlets, brochures and other
give-aways of no commercial value, distributed free of
cost by the exhibitors
(i) Hearing aids (all types and kinds)
(ii) Hearing assessment equipment;
(a) Audiometers
(b) Tympanometer
(c) ABR
(d) Oto Acoustic Omission

9920(3)

144.

Liquefied Natural Gas imported by fertilizer
manufacturers for use as feed stock

2711.1100

145.

Plant, machinery, equipment including dumpers and
special purpose motor vehicles, if not manufactured
locally, imported by M/s China State Construction
Engineering Corporation Limited (M/s CSCECL) for the
construction of Karachi – Peshawar Motorway (SukkurMultan Section) and M/s China Communication
Construction Company (M/s CCCC) for the
construction of Karakorum Highway (KKH) Phase-II
(Thakot – Havellian Section) subject to the following
conditions:

Respective
heading

143.

(i)

that the exemption under this Notification shall
only be available to contractors named above;

(ii)

that the equipment and construction
machinery imported under this Notification shall
only be used for the construction of the
respective allocated projects;
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(iii)

that the importer shall furnish an indemnity
bond, in the prescribed manner and format as
set out in Annex-A, at the time of import to the
extent of customs-duties exempted under this
Notification on consignment to consignment
basis;

(iv)

that the Ministry of Communications shall certify
in the prescribed manner and format as set out
in Annex-B that the imported equipment and
construction machinery are bonafide
requirement for construction of Sukkur – Multan
Section (392.0 km) of Karachi -Peshawar
Motorway or for the Construction of Karakorum
Highway(KKH) Phase-II – Thakot to Havellian
Section (118.057 km) as the case may be;

(v)

for the clearance of imported goods through
Pakistan Customs Computerized System the
authorized officer of the Ministry shall furnish all
relevant information, as set out in Annex B,
online against a specific user ID and password
obtained under section 155D of the Customs
Act, 1969 (IV of 1969). In Collectorates or
Customs stations where the Pakistan Customs
Computerized System is not operational, the
Director Reforms and Automation or any other
person authorized by the Collector in this behalf
shall enter the requisite information in the
Pakistan Customs Computerized System on
daily basis, whereas entry of the data obtained
from the customs stations which have not yet
been computerized shall be made on weekly
basis;

(vi)

that the equipment and construction machinery,
imported under this Notification, shall not be reexported, sold or otherwise disposed of without
prior approval of the FBR. In case goods are
sold or otherwise disposed of with prior
approval of FBR the same shall be subject to
payment of duties as may be prescribed by the
FBR;

(vii)

in case the equipment and construction
machinery, imported under this Notification, is
sold or otherwise disposed of without prior
approval of the FBR in terms of para (vi) above,
the same shall be subject to payment of
statutory rates of customs duties as were
applicable at the time of import;
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146.

(viii)

notwithstanding the condition at Para (vi) and
(vii) above, equipment and construction
machinery, imported under this Notification,
may be surrendered at any time to the
Collector of Customs having jurisdiction,
without payment of any customs duties, for
further disposal as may be prescribed by the
FBR;

(ix)

the indemnity bond submitted in terms of
para (iii) above by the importer shall be
discharged on the fulfillment of conditions
stipulated at para (vi) or (vii) or (viii) above,
as the case may be; and

(x)

that violation of any of the above mentioned
conditions shall render the goods liable to
payable of statutory rate of customs duties
leviable on the date of clearance of goods in
addition to any other penal action under
relevant provisions of the law.

Equipment, whether or not locally manufactured,
imported by M/s China Railway Corporation to be
furnished and installed in Lahore Orange Line Metro
Train Project subject to the following conditions:
(a)

Respective
heading

that the equipment imported under this
Notification shall only be used in the aforesaid
Project;

(b) that the importer shall furnish an indemnity
bond, in the prescribed manner and format as
set out in Annex-C to this Notification, at the
time of import to the extent of sales tax exempted
under this Notification on consignment to
consignment basis;
(c)

that the Punjab Mass Transit Authority,
established under the Punjab Mass Transit
Authority Act, 2015 (ACT XXXIII of 2015),
hereinafter referred as the Regulatory Authority,
shall certify in the prescribed manner and format
as set out in Annex-D to this Notification that
the imported equipment is
bona fide
requirement of the Project under the
Contract No. PMA-CR- NORINCO-OL, dated
20.04.2015, hereafter referred as the contract,
signed between the Regulatory Authority and
CR-NORINCO;
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(d)

(e)

in the event a dispute arises whether any
item is entitled to exemption under this
Notification, the item shall be immediately
released by the Customs Department against a
corporate guarantee, valid for a period of six
months, submitted by the importer. A certificate
from the Regulatory Authority duly verified by
the Transport and Communication Section of
the Ministry of Planning, Development and
Reform, that the item is covered under this
Notification shall be given due consideration by
the Customs Department towards finally
resolving the dispute. Disputes regarding the
local manufacturing only shall be resolved
through the Engineering Development Board of
the Federal Government;
for the clearance of imported equipment
through Pakistan Customs Computerized System
the authorized officer of the Regulatory
Authority shall furnish all relevant information,
as set out in Annex-D to this Notification, online
against a specific user ID and password
obtained under section 155D of the Customs
Act, 1969 (IV of 1969). In Collectorates or
Customs stations where the Pakistan Customs
Computerized System is not operational, the
Director Reforms and Automation or any other
person authorized by the Collector in this behalf
shall enter the requisite information in the
Pakistan Customs Computerized System on daily
basis, whereas entry of the data obtained from
the customs stations which have not yet been
computerized shall be made on weekly basis;

(f)

that the equipment, imported under this
Notification, shall not be re-exported, sold or
otherwise disposed of without prior approval of
the Federal Board of Revenue (FBR). In case
goods are sold or otherwise disposed of with
prior approval of FBR the same shall be subject
to payment of sales tax as may be prescribed by
the FBR;

(g)

in case the equipment, imported under this
Notification, is sold or otherwise disposed of
without prior approval of the FBR in terms of
condition (f), the same shall be subject to
payment of statutory rates of sales tax as were
applicable at the time of import;

(h)

notwithstanding the condition (f) and (g),
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equipment imported under this Notification may
be surrendered at any time to the Collector of
Customs having jurisdiction, without payment of
any sales tax, for further disposal as may be
prescribed by the FBR;
(i)

the indemnity bond submitted in terms of
condition (b) above shall stand discharged on
submission of a certificate from the Regulatory
Authority to the effect that the equipment has
been installed or consumed in the said Project.
In case the equipment is not consumed or
installed in the project the indemnity bond shall
be discharged on fulfillment of conditions
stipulated at (f) or (g) or (h), as the case may be;
and

(j)

that violation of any of the above conditions
shall render the goods liable to payment of
statutory rate of sales tax leviable on the date of
clearance of goods in addition to any other
penal action under relevant provisions of the
law.

Explanation. For the purpose of this provision,
“equipment” shall mean machinery, apparatus,
materials and all things to be provided under the
contract for incorporation in the works relating to
Lahore Orange Line Metro Train Project.”;

147.

Goods supplied to German Development Agency
(Deutsche Gesellschaft für Internationale
Zusammenarbeit) GIZ

Respective
heading

148.

Imported construction materials and goods imported
by M/s China State Construction Engineering
Corporation Limited (M/s CSCECL), whether or not
locally manufactured, for construction of KarachiPeshawar Motorway (Sukkur-Multan Section) subject
to fulfilment of same conditions, limitations and
restrictions as are specified under S. No. 145 of this
table, provided that total incidence of exemptions of
all duties and taxes in respect of construction materials
and goods imported for the project shall not exceed
ten thousand eight hundred ninety-eight million
rupees.

Respective
heading
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Inclusion in Table-III
Annexure
“17.

18.

19.

Machinery, equipment, raw materials,
components and other capital goods
for use in building, fittings,
repairing or refitting of ships,
boats or floating structures
imported by Karachi Shipyard
and Engineering
Works Limited.
The following parts for assembling
and manufacturing of personal
computers and laptops:
(i) Bare PCBs
(ii) Power Amplifier
(iii) Microprocessor/ Controllers
(iv) Equipment for SMT Manufacturing
(v) Laptop batteries
(vi) Adopters
(vii) Cooling fans
(viii) Heat sink
(ix) Hard Disk SSD
(x) RAM/ROMS

(xi) System on
Chip/FPGA-IC
(xii) LCD / LED Screen
(xiii) Motherboards
(xiv) power supply
(xv) Optical Drives
(xvi) External Ports
(xvii) Network cards
(xviii) Graphic cards
(xix) wireless cards
(xx) micro phone
(xxi) Trackpad
Plant and machinery, except the
items listed under Chapter 87 of
the Pakistan Customs Tariff,
imported for setting up of a Special
Economic Zone (SEZ) by zone
developers and for installation in that
zone by zone enterprises, on one
time basis as prescribed in the SEZ
Act, 2012 and rules thereunder
subject to such condition,
limitations and restriction as a Federal
Board of Revenue may impose from
time to time.
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8534.0000
8542.3300
85.42
8486.2000
8506.5000
8504.4020
8414.5190
7616.9920
8471.7020
8471.7060
and
8471.7090
85.42
8528.7211
8534.0000
84.73
8471.7040
8536.2090
8517.6990
8471.5000
8517.6970
8518.3000
8471.6020
9917(2)

Nil

If imported by
manufacturers and
assemblers of
computers and
laptops, registered
with and certified by
Engineering
Development Board
in accordance with
quota determined
by IOCO

Nil”; and
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EIGHTH SCHEDULE
The Finance bill proposes following amendments:
Table-I
25.

26.

27.

Agricultural tractors

8701.9020
8701.9220 and
8701.9320
Tillage and seed bed preparation
equipment:
(i) Rotavator
8432.8010
(ii) Cultivator
8432.2910
(iii) Ridger
8432.8090
(iv) Sub soiler
8432.3900
(v) Rotary slasher
8432.8090
(vi) Chisel plow
8432.1010
(vii) Ditcher
8432.1090
(viii) Border disc
8432.2990
(ix) Disc harrow
8432.2100
(x) Bar harrow
8432.2990
(xi) Mould board
8432.1090
plow
(xii) Tractor
8430.6900
rear or front
blade
(xiii) Land
8430.6900
leveller or land
planer
(xiv) Rotary tiller
8432.8090
(xv) Disc plow
8432.1090
(xvi) Soil-scrapper
8432.8090
(xvii) K.R.Karundi
8432.8090
(xviii) Tractor
8701.9020
mounted trancher
(xix) Land leveller
8430.6900
(xx)Laser Land
8432.8090
leveler

5%

Seeding or planting equipment:
(i) Seed-cum
8432.3010
fertilizer drill
(wheat, rice
barley, etc.)
(ii) Cotton or
8432.3090
maize planter
with fertilizer
attachment
(iii) Potato planter
8432.3090
(iv) Fertilizer or
8432.4100

7%
5%
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manure spreader
or broadcaster
(v) Rice
transplanter
(vi) Canola or
sunflower drill
(vii) Sugarcane
planter

8432.3090
8432.3100
8432.3900

28.

Irrigation, drainage application
equipment:
(i) Tubewells
8421.2100,
filters or
8421.9990
strainers
(ii) Knapsack
8424.2010
sprayers
(iii) Granular
8424.2010
applicator
(iv) Boom or
8424.2010
field sprayers
(v) Self propelled
8424.2010
Sprayers
(vi) Orchard
8424.2010
sprayer

7%
5%

29.

(i) Harvesting, threshing and storage
equipment:
(ii) Wheat thresher
8433.5200
(iv) Maize or
8433.5200
groundnut
thresher or sheller
(v)
Groundnut
8433.5900
digger
(vi) Potato
8433.5300
digger or
harvester
(vii) Sunflower
8433.5200
thresher
(viii) Post hole
8433.5900
digger
(ix) Straw balers
8433.4000
(x)
Fodder rake
8433.5900
(xi) Wheat or
8433.5900
rice reaper
(xii) Chaff or
8433.5900
fodder cutter
(xiii) Cotton picker
8433.5900
(xiv) Onion or
8433.5200
garlic harvester
(xv) Sugar
8433.5200
harvester

7%
5%
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(xvi) Tractor
trolley or forage
wagon
(xvii) Reaping
machines
(xviii)Combined
harvesters
(xix)
Pruner/shears
30.

33.

35.

8716.8090

8433.5900
8433.5100
8433.5900

Post-harvest handling and
processing & miscellaneous
machinery:
(i) Vegetables
8437.1000
and Fruits
cleaning and
sorting or grading
equipment
(ii) Fodder and
8433.4000
feed cube maker
equipment
Urea, whether or
3102.1000
not in aqueous
solution
DAP
Respective
heading

36.

NP (22-20)

Respective
heading

37.

NP (18-18)

Respective
heading

38.

NPK-I

Respective
heading

39.

NPK-II

Respective
heading

40.

NPK-III

Respective
heading

41.

SSP

Respective
heading

42.

CAN

Respective
heading

43.

Natural gas

Respective
heading
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5%

5%

Rs. 100
per 50
kg bag
Rs. 168
per 50
kg bag
Rs. 165
per 50
kg bag
Rs. 251
per 50
kg bag

Nil

Rs. 222
per 50
kg bag
Rs. 341
per 50
kg bag
Rs. 31
per 50
kg bag
Rs. 98
per 50
kg bag
10%
5%

If manufactured from
gas other than
imported LNG
If manufactured from
gas other than
imported LNG
If manufactured from
gas other than
imported LNG
If manufactured from
gas other than
imported LNG
If supplied to fertilizer
plants for use as feed
stock in manufacturing

If manufactured from
gas other than imported
LNG
If manufactured from
gas other than imported
LNG
If manufactured from
gas other than imported
LNG
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48.

Liquefied Natural
Gas

2711.1100

5%

49.
“50.

Fish feed
LNG

2309.9090
2711.1100

10%
12%

51.

RLNG

2711.2100

12%

52.

Fertilizers (all
types)

Respective
heading

3%

53.

The following cinematographic
equipment imported during the period
commencing on the 1st day of
July, 2018 and ending on the 30th
day of June,
2023.
(i) Projector
9007.2000
(ii) Parts and
9007.9200
accessories for
projector
(iii) Other
9032.8990
instruments and
apparatus for
cinema
(iv) Screen
9010.6000
(v)
9010.9000
Cinematographic
parts and
accessories
(vi) 3D Glasses
9004.9000
(vii) Digital Loud
8518.2200
Speakers
(viii) Digital
8519.8190
Processor
(ix) Sub-woofer
8518.2990
and Surround
Speakers
(x) Amplifiers
8518.5000
(xi) Audio rack
7326.9090
and termination
board
8537.1090
(xii) Music
8519.8990
Distribution
System
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of fertilizer
Imported by fertilizer
manufacturers for use
as feed stock
Nil
If imported by M/s
Pakistan
State Oil and M/s
Pakistan
LNG Limited
If supplied by M/s
Pakistan State Oil and
M/s Pakistan LNG
Limited to M/s SNGPL
Nil

Subject to same
limitations and
conditions as are
specified in Part- 1 of
Fifth Schedule to the
Customs Act, 1969 for
availing 3%
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54.

(xiii) Seats
(xiv) Recliners
(xv) Wall Panels
and metal profiles
(xvi) Step Lights
(xvii) Illuminated
Signs
(xviii) Dry Walls
(xix) Ready Gips
lithium iron
phosphate battery
(Li-Fe- PO4)

9401.7100
9401.7900
7308.9090
9405.4090
9405.6000
6809.1100
3214.9090
8506.5000

12%

Nil” and

Table-II
“9

Capital goods otherwise not exempted, for
Transmission Line Projects.

Respective
heading

The concession
will be available in
respect of those
Transmission Line
Projects which are
being executed
under Standard
Implementation
Agreement under
Policy Framework
for Private Sector
Transmission Line
Projects, 2015 and
Projects Specific
Transmission
Services
Agreement.
Provided that sales
tax charged under
this provision
shall be nonadjustable and nonrefundable.
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FEDERAL EXCISE DUTY
Section 8

Default Surcharge
According to the provision contained in section 8 of the Act the taxpayer are
required to pay default surcharge at the rate KIBOR plus three percent. The
Finance bill now proposes to amend the rate of default surcharge at the rate
of 12% per annum on the amount of tax due or the amount erroneously
refunded from KIBOR plus three percent.

Section 14B Assessment giving effect to an order
The Finance bill seeks to insert a new section whereby a time period has been
defined to give appeal effect or pass a new order within one year from the end
of financial year by the Officer Inland Revenue / Commissioner on the order
passed by Commissioner (Appeals), Appellate Tribunal, High Court or
Supreme Court.
The said limitation shall not be applied if an appeal or reference has been filed
on order of Appellate Tribunal or a High Court.
This provision would largely be of limited or no use as the department being
aggrieved with the order would certainly prefer an appeal against the order of
ITAT or High Court.
Section 37

Deposit, pending appeal, of duty demanded or penalty levied
The Finance bill proposes to amend proviso under sub section (3) whereby the
taxpayer will be required to pay 10% instead of 25% of tax due to obtain
automatic stay against recovery proceedings till the decision of the
Commissioner (Appeals).

Section 38

Alternate Dispute Resolution
Finance bill has proposed that the committee shall consist of following persons:
(i)

an officer of Inland Revenue not below the rank of
Commissioner

(ii)

a person form a panel comprising of retired Chartered
Accountants and Advocate;

(iii)

a retired judge of a High Court

Cost Accountants, Income Tax practitioners and reputable taxpayers are
excluded from being a member of the Committee after the said proposed
amendment.
Proceedings under this section shall only be initiated unless the appeals
pending before the appellate authority is withdrawn. In case order of withdrawal
is not communicated within 75 days of the appointment of the committee, the
said committee shall be dissolved.
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Where proceedings will be initiated by the committee, decision is required to
be made by the committee within 120 days of the appointment excluding the
days for communicating the order of the withdrawal of appeal before appellate
authority. If the committee would fail to decide the dispute within 120 days, the
Board shall dissolve the committee and the matter shall be decided by the
Appellate Authority.
Section 46

Audit
Section 46 of the Act empowers the Commissioner to conduct audit of the
taxpayer. The Finance bill seeks to insert a sub-section (10) which will restrict
the Commissioner’s right to conduct audit only once in every 3 years.
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FIRST SCHEDULE
The bill propose the following amendment in 1th Schedule
Table I
Excisable Goods
9.

Locally produced cigarettes if there onpack printed retail price exceeds four
thousand five hundred rupees per
thousand cigarettes.

24.02

Rupees three thousand
and seven hundred and
forty per thousand
Cigarettes
Rupees
three
thousand
nine
hundred and sixty four per
thousand cigarettes

10.

10a.

13.

Locally produced cigarettes if their onpack printed retail price exceeds two
thousand nine hundred and twenty-five
rupees per thousand cigarettes but does
not exceed four thousand five hundred
rupees per thousand cigarettes.

Locally produced cigarettes if their onpack printed retail price does not
exceed two thousand nine hundred and
twenty-five rupees per thousand
cigarettes.

Portland cement, aluminous cement, slag
cement, super sulphate cement and
similar hydraulic cements, whether or not
coloured or in the form of clinkers
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24.02

Rupees one thousand six
hundred and seventy per
thousand cigarettes.
Rupees
one
Thousand seven hundred
and seventy per thousand
cigarettes

24.02

25.23

Rupees eight hundred
per thousand cigarettes
Rupees eight hundred
and forty eight per
thousand cigarettes”;
and
One rupee and twenty five
paisa per kilogram
One rupee and fifty paisa
per kilogram
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Third Schedule
(Conditional exemption)
Table I
22.

Equipment, whether or not locally
manufactured, imported by M/s China Railway
Corporation to be furnished and installed in Lahore
Orange Line Metro Train Project subject to the
following conditions:
(a)

that the equipment imported under this
Notification shall only be used in the
aforesaid Project; that the importer shall
furnish an indemnity bond, in the
prescribed manner and format as set out in
Annex-A to this Notification, at the time of
import to the extent of sales tax
exempted under this Notification on
consignment to consignment basis;

(b)

that the Punjab Mass Transit Authority,
established under the Punjab Mass
Transit Authority Act, 2015 (ACT XXXIII
of 2015), hereinafter referred as the
Regulatory Authority, shall certify in the
prescribed manner and format as set out in
Annex-B to this Notification that the
imported equipment is bona fide
requirement of the Project under the
Contract No. PMA-CR-NORINCO-OL,
dated 20.04.2015, hereafter referred as the
contract, signed between the Regulatory
Authority and CR-NORINCO;

(c)

in the event a dispute arises whether any
item is entitled to exemption under this
Notification, the item shall be immediately
released by the Customs Department
against a corporate guarantee, valid for a
period of six months, submitted by the
importer. A certificate from the Regulatory
Authority duly verified by the Transport and
Communication Section of the Ministry of
Planning, Development and Reform, that
the item is covered under this Notification
shall be given due consideration by the
Customs Department towards finally
resolving the dispute. Disputes regarding
the local manufacturing only shall be
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resolved through the Engineering
Development Board of the Federal
Government;
(d)

for the clearance of imported
equipment through Pakistan Customs
Computerized System the authorized officer
of the Regulatory Authority shall furnish all
relevant information, as set out in Annex-B
to this Notification, online against a specific
user ID and password obtained under
section 155D of the Customs Act, 1969
(IVof 1969). In Collectorates or Customs
stations where the Pakistan Customs
Computerized System is not perational, the
Director Reforms and Automation or any

(e)

other person authorized by the Collector in
this behalf shall enter the requisite
information in the Pakistan Customs
Computerized System on daily basis,
whereas entry of the data obtained from the
customs stations which have not yet been
computerized shall be made on weekly
basis;

(f)

that the equipment, imported under this
Notification, shall not be re-exported, sold or
otherwise disposed of without prior approval
of the Federal Board of Revenue (FBR). In
case goods are sold or otherwise disposed
of with prior approval of FBR the same shall
be subject to payment of sales tax as may
be prescribed by the FBR;

(g)

in case the equipment, imported under
this Notification, is sold or otherwise
disposed of without prior approval of the
FBR in terms of condition (f), the same shall
be subject to payment of statutory rates of
sales tax as were applicable at the time of
import;

(h)

notwithstanding the condition (f) and
(g),equipment imported under this
Notification may be surrendered at any time
to the Collector of Customs having
jurisdiction, without payment of any sales
tax, for further disposal as may be
prescribed by the FBR;
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(i)

the indemnity bond submitted in terms of
condition (b) above shall stand discharged
on submission of a certificate from the
Regulatory Authority to the effect that the
equipment has been installed or consumed
in the said Project. In case the equipment is
not consumed or installed in the project
the indemnity bond shall be discharged on
fulfillment of conditions stipulated at (f) or
(g) or (h), as the case may be; and

(j)

that violation of any of the above
conditions shall render the goods liable to
payment of statutory rate of sales tax
leviable on the date of clearance of goods in
addition to any other penal action under
relevant provisions of the law.
Explanation. For the purpose of this
provisions, “equipment” shall mean
machinery, apparatus, materials and all
things to be provided under the contract for
incorporation in the works relating to Lahore
Orange Line Metro Train Project.

23.

Imported construction materials and goods imported
by M/s China State Construction Engineering
Corporation Limited (M/s CSCECL), whether or not
locally manufactured, for construction of KarachiPeshawar Motorway (Sukkur-Multan Section) subject
to fulfilment of same conditions, limitations and
restrictions as are specified under S.No.145 of
Table-1 of Sixth Schedule to the Sales Tax Act,
1990, provided that total incidence of exemptions of
all duties and taxes in respect of construction
materials and goods imported for the project shall
not exceed ten thousand eight hundred ninety-eight
million rupees.

Respective heading”; and

Table II
14.

Commission paid by State Bank of Pakistan and its
subsidiaries to National Bank of Pakistan or any
other banking company for handling banking
services of Federal Or Provincial Governments as
State Bank of Pakistan’s agents
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