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59th BUDGET OF PAKISTAN
On 5th June, 2006 the 59th budget of Pakistan was unveiled by the Minister of State. After a year the country will be
qualifying for senior citizenship allowances. The total outlay of Rs. 1.3 trillion has a budget deficit of Rs. 374 billion. The
budget hilights if read in line with the hilights of the Economic Survey of 2005-06, would give a better understanding of
the situation.

ECONOMIC SURVEY 2005-06:
• The real per capita GDP has grown by 4.7%.
• Per capita income has risen by 14.2% making it US$ 847 (Pak Rs 50,820).
• The inflation has decelerated from 9% in July 2005 to 6.2% in July 2006.
• Workers remittances have reached to US$ 4.5 billion (Pak Rs 270 billion)
• Exchange rate remained stable during the period.
• A sharp pickup in overall investment reaching at a new height of 20% of GDP.
• Food inflation decelerated from 9.7% to 3.6%.
• Highest ever direct foreign investment flow exceeded US$ 3.0 billion.

BUDGET 2006-07:
• The current budget is 20% higher than the last year.
• The revenue receipts are 53% (Rs.705 billion) of the total budget. The balance amount of Rs.610 billion will

be collected by way of external receipts (Rs.239 billion), provincial financing (Rs.86 billion), privatization (Rs.75
billion) and bank borrowings (Rs.140 billion).

• The current expenditure (Rs.880 billion) is double the development expenditure (Rs.435 billion).
• The current expenditure is top run by debt servicing and defence, both of these are 57% of the total budget.
• The tax revenue is targeted at Rs.841 billion, which is 15% higher than last year.
• Environment, community, health, cultural, educational and social services are only Rs.29 billion, which is 2.2%

of the total budget outlay.

OTHER HIGHLIGHTS OF THE BUDGET:
• 5% excise duty on bank and money changer services is suggested.
• The withholding tax on cash drawn from bank is increased from 0.1% to 0.2% and the calculation shall be

based on Rs.25,000 per day withdrawal.
• 2% CVT is imposed on all urban properties exceeding 500 square yards  at the recorded value.
• Sales tax exemption on computer and parts is withdrawn, however 5% customs duty is withdrawn.
• Taxable salary limit starts from Rs.150,000 (for women limit is Rs.200,000). The maximum salary tax has been

curtailed at 20%. The tax rates are elaborated and tabulated very minutely.
• 5% withholding tax is proposed on Income from house property, which shall be final discharge of tax liability.
• CVT and withholding tax on shares doubled.
• Minimum wage is raised to Rs.4000 per month.
• 15% raise is suggested in dearness allowance of Government servants.
• Customs duty on dairy farming, agricultural implements, storage equipments, medical equipment and medicines

is abolished or rationalized.
• Zero rating sales tax is applied on import of trucks of 5 ton and above capacity.
• Single stage sales tax @ 3 % is applied for retailers having annual turnover of more than Rs.5 million.
• 15% Excise duty is proposed on international air travel.
• 5% Excise duty on insurance services.

MANSHA MOHSIN DOSSANI KHAN & CO.
Dated: 06-06-06 Chartered Accountants

This handbook is general guideline and an attempt to answer the immediate queries of our clients and staff. While using this book please keep in mind
that they are our views, which are subject to the finalization of Finance Act 2006 by the legislators. No decisions should be taken on any issue without
professional advice. This handbook is property of our firm and is prepared for the exclusive use of our clients, staff and on request. The information given
in this handbook was correct at the time of going to press.
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COMPARATIVE BUDGETARY POSITION
2006-2007 & 2005-2006
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Net Federal Revenue Receipts

External Receipts

Bank Borrowing

Provincial Financing of PSDP

Privatization Proceeds

Change in Provincial Cash Balance

Net Capital Receipts

  2006-07   2005-06   Var. %
RECEIPTS ( R s .  I n  B i l l i o n )    

Tax Revenue (CBR and others) 840.92 732.62 14.78
Non Tax Revenue 241.89 194.76 24.20
Gross Revenue Receipts 1,082.81 927.38 16.76
Less: Provincial Share in Taxes 378.26 284.32 33.04

Net Federal Revenue Receipts 704.55 643.06 9.56
Net Capital Receipts 16.39 50.56 (67.59)
External Receipts 239.31 212.37 12.68
Provincial Financing of PSDP 85.62 43.80 95.46
Change in Provincial Cash Balance 53.82 30.65 75.56
Privatization Proceeds 75.00 20.00 275.00
Bank Borrowing 140.09 98.04 42.89

1,314.78 1,098.50 19.69

Break up of Receipts 2006-2007
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  2006-07   2005-06   Var. %
EXPENDITURE ( R s .  I n  B i l l i o n )    

Current Expenditure
General Public Services 504.29 503.11 0.23
Defence Affairs & Services 250.18 223.50 11.94
Public Order and Safety Affairs 22.46 18.72 19.99
Economic Affairs 74.66 56.45 32.26
Environment Protection 0.17 0.15 11.33
Community Amenities 1.04 0.86 20.93
Health Affairs & Services 4.73 4.13 14.48
Relational, Culture & Religion 2.74 2.31 18.66
Educational Affairs & Services 18.78 16.65 12.78
Social Services 0.73 0.62 17.42

879.78 826.50 6.45
Development Expenditure
Fedral Government 320.00 68.00 370.59
Provincial Governments 115.00 204.00 (43.63)

435.00 272.00 59.93

1,314.78 1,098.50 19.69

Break up of Expenditures 2006-2007
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• Withdrawal of excise duty on travel by train.

• Zero-rating of sales tax on dairy products and stationery items

• Providing sales tax zero-rating on import and supply of trucks and dumpers of 5 tons and above

• Levying upfront single stage sales tax on 30% value addition on import of pesticides.

• Zero-rating of sales tax on Compost (Non-chemical fertilizer).

• Reducing excise duty on reclaimed oil and introducing uniform rate of excise duty of Rs.2000/- for

all grades of Asphalt / Bitumen.

• Sales tax exemption on aircrafts of all types.

• Levying single stage tax @ 3% for retailers having annual turnover of more than 5 million rupees

per annum.

• Allowing input tax adjustment to retailers and wholesaler-cum retailers (Chain Stores) who opt to

pay sales tax at standard rate.

• Allowing commercial importers to file sales tax return on quarterly basis.

• Withdrawing of exemption of sales tax on computer hardware.

• Levying 15% excise duty on international air travel.

• Levy of excise duty @ 5% on non-fund services provided by financial services sector.

• Levying 5% excise duty on commission and brokerage of foreign exchange dealers, exchange

companies and money changers.

• Levying 5% excise duty on ‘franchise’ services.

• Cable TV operators to pay Rs.25/- per connection per month as excise duty.

• Enhancing the rate of excise duty from 3% to 5% on Insurance Service.

• Explicitly identifying telecommunication services in the First Schedule to the Excise Act.

• Introducing a consolidated return for sales tax and excise and prescribing annual return for corporate

sector.

• Simplifying and expediting the processing of sales tax refunds through authorized Chartered

Accountants.

• Incorporating the enabling provisions in the Federal Excise Act, 2005 to monitor production through

CCTV and technical experts.

• Amendment to prescribe 90 days time limit for filing of sales tax and excise revised return upon

Collector’s approval.

• Imposing higher penalties for repeated offences.

• Incorporating ‘Sales Tax Accounts’ in the list of records to be maintained by a registered person.

• Powers to search without warrant withdrawn under Sales Tax Act, 1990.

• Amending the excise legislation to disallow drawback of excise duty.

• Inclusion of financial & operating leases in the definition of supply.

• Amending section 10 of the Sales Tax Act, 1990 for clarity in law governing refunds.

• Providing the powers to the Board to fix the value of imported goods for sales tax purposes.

BUDGET 2006 HILIGHTS
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• Power to collect excise duty on minimum fixed price or sale price.

• Introducing the concept of Common Taxpayer Identification Number.

• Amending the Sales Tax law to initiate proceedings in cases of deliberate short filing, without giving

show cause notice.

• Prescribing penalty for non-submission of the summary of sale and purchase invoices.

• Enabling the Sales Tax officers to obtain third party information.

• Salary income, basic exemption limit proposed to be raised to Rs. 150,000/- with tax rates ranging

from 0.25% to 20% on the gross salary.

• Basic exemption limit proposed to be raised to Rs. 200,000/- for salaried and to Rs.125,000/- for

non-salaried women taxpayers.

• Reduction in tax rate for inter corporate dividends (from 10% to 5%) proposed.

• Exemption on corporatization of individual stock exchange membership proposed up to 30th June,

2007 along with exemption for room in the stock exchange.

• Removal of limit/restriction on expenses incurred by an employer on provision of perquisites to

employees proposed.

• Rationalization of Advance Tax estimate regime on the basis of current year income proposed.

• Reduction of the exemption of Withholding Tax from 100% to 75% in the case of certain importers

is proposed.

• Withholding Tax on import of motor cars and fertilizer by manufacturers proposed to be made

adjustable.

• Tax credit for investment in IPO's – limit for investment for tax credit proposed to be enhanced from

Rs.150,000 to Rs.200,000.

• Real Estate Investment Trust (REIT) income proposed to be exempt

• Minimum tax in the cases of Trading Houses proposed to be suspended for first 10 years.

• Services of Sizing and Weaving proposed to be deemed as exports.

• Tax rebate for Senior Citizens – age limit proposed to be reduced from 65 to 60 years.

• Agriculture income proposed to be excluded from personal tax rate card.

• Exemption to export of locally developed television programme proposed.

• Withholding Tax rate on government securities proposed to be rationalized.

• Withholding Tax on commission and brokerage proposed to be made uniform.

• Presumptive Tax Regime (PTR) proposed to be extended to services.

• Withholding tax on supplies of raw hides and skins proposed to be withdrawn to provide level playing

field.

• Upward adjustment in Withholding Tax rate on stock market transactions proposed.

• Upward adjustment in Withholding tax rate on cash withdrawals from banks proposed.

• Taxation of carryover trade (COT), (Badla) in Stock Exchanges – exemption available to Mutual

Funds proposed to be withdrawn.

• Withholding Tax rate proposed to be enhanced in cases where NTN/CNIC is not disclosed.

• Fixed Tax on income from property proposed.

• Monthly filing of Withholding Tax return/statement proposed to be made mandatory.
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• Provisions relating to deductibility of expense made through banking channel proposed to be

rationalized.

• Filing of return by Non-profit Organizations (NPOs) proposed to be made mandatory.

• CVT proposed to be imposed on investment in real estate.

• Vitamins used in the poultry feed industry have been exempted from customs duty, besides this,

duty on prefabricated buildings and disinfectants have been reduced to 5%.

• Special incentives introduced for development of dairy industry.

• Inputs of horticulture and floriculture sectors exempted from customs duty.

• Duty on inputs of fish farming reduced to lessen the cost of fish farming.

• Import of agriculture tractors exempted from customs duty to optimize the output of the agriculture

sector.

• Duty on equipment for assembly of CNG kits exempted,

• Bicycle parts and components exempted from duty.

• Duty on flat rolled steel products and articles reduced.

• Duty on cutting tools and machine tools reduced.

• Duty on electrical devices reduced.

• Duty on plastic materials reduced.

• Duty on different types of machinery reduced.

• Duty on inorganic and organic chemicals reduced.

• Chemicals used in textile processing industry exempted from duty.

• Inputs of leather and leather products exempted from duty.

• Duty on broadcasting equipment reduced.

• Computer hardware and parts exempted from duty.

• For promotion of medical tourism through quality hospitals and care facilities, rates of duty reduced.

• Duty on multi-axle trucks rationalized.

• The existing scheme for import of old/used vehicles under TR, Gift & Baggage schemes revised

to introduce a capping on aging of the vehicles.

• Additional allowances introduced for foreign exchange remittance card holders.
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ENLARGEMENT OF SCOPE OF PENSION FUND AND GRANT OF TAX
INCENTIVES

• The Bill seeks to enlarge the scope of Pension Fund by including following
two more new Funds:
• Approved Employment Pension or Annuity Scheme --- 2(3D)

means any employment related retirement scheme approved
under this Ordinance, which makes periodical payment to a
beneficiary i.e.,

• pension or annuity such as approved
• superannuation fund,
• public sector pension scheme and
• Employees Old-Age Benefit Scheme

• Approved Occupational Saving Schemes--- 2(3E)
means any

• approved gratuity fund or
• recognized provident fund

• Earlier 3 following Pension Funds were introduced by the Finance Act, 2005
• Approved Annuity Plan 2(3A)
• Approved Income Payment Plan 2(3B)
• Approved Pension Fund 2(3C)

• Earlier Pension Funds were required to be registered with SECP whereas
the newly inducted Pension Funds are required to be approved under the
Ordinance

• The clog placed on contribution exceeding of Rs. 500,000 to an Approved
Pension Fund is proposed to be lifted by making amendment in section
2(13B)

• The Bill also seeks to amend section 2(19A) and abolish the disqualification
of the eligible person for the purpose of Voluntary Pension System Rules,
2005, which states that, “the eligible person does not include an individual
who is not entitled to benefit under any other Approved Employment
Pension or Annuity Scheme.” The Bill further seeks to insert a proviso to
section 2(19A), which state the total tax credit shall not exceed limit
prescribed in section 63 available for the contribution made to:

• Approved Employment Pension; or
• Annuity Scheme; and
• Approved Pension Fund

• The eligible person deriving income chargeable to tax under the head
Salary or Income from Business shall be entitled to tax credit for the Tax
Year in respect of any contribution or tax paid at lower of the following:

• Total contribution or premium paid by the person in income year
• 20% of the person’s taxable income subject to joining of the person

at the age of 41 years or above, during first 10 years starting from
1st day of July, 2006 shall be allowed additional contribution of 2%
for each year of age exceeding 40 years but not exceeding 50%
of taxable income of preceding year; or

2(3D),2(3E),2(13B),
2(19A),63,156,156B,
Clause 57, Part I of
Second Schedule

INCOME TAX LAW

SECTION
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• Rs. 500,000.
• The benefit of tax credit shall not be allowed where the existing

balance has been transferred by the member of Approved
Employment Pension or Annuity Scheme or Approved Occupational
Saving Scheme to their individual pension accounts maintained
with one or more Pension Fund managers.

• The Bill also seeks to insert two new provisos in sub section 1 of section
156B to place limitation on the operation of deduction at source and whereby
the tax shall not be deducted in case of eligible persons suffering from any
disability mentioned in the Voluntary Pension System Rules, 2005 which
render him unable to continue with any employment at the age which he
may so select to be treated as retirement age or the age of date of disability
if not so elected by him, further the tax shall also not be deducted on the
share of nominated survivor of the deceased eligible person and would be
treated as if the eligible person had reached the age of retirement.

• The Bill further seeks to insert a proviso whereby the tax shall also not be
deducted in case of the balance in the eligible person’s individual pension
account is

• invested in an approved income payment plan of pension fund
manager or;

• paid to a Life Insurance Company for the purchase of Approved
Annuity Plan or:

• is transferred to another individual account of the eligible person
or;

• Survivor pension account in case of death of eligible person
maintained with any other Pension Fund Manager.

• The Bill also seeks to grant exemption by inserting clause (x) in sub clause
3 of clause 57 of second schedule, Part 1 to the Income Tax Ordinance
2001, whereby, the accumulated balance upto 25% received from the
Voluntary Pension System offered by Pension Fund Manager under the
Voluntary Pension System Rules, 2005 at the time of eligible person’s

• Retirement; or
• Disability rendering him unable to work; or
• Death by his nominated survivors.

• These amendments has been proposed to promote the retirement benefit
schemes, productive utilization of Funds and attractive return and relief to
the eligible person

RATIONALIZATION OF DEFINITION OF PERMANENT ESTABLISHMENT
• Bill seeks to rationalize the definition of permanent establishment and intend

to substitute the word “a” place of business with “fixed” place of business.
• The Bill also place a limitation by amending sub clause “c” of section 2(41)

and state that building, site, project and its connected supervisory activities
shall not fall within the definition of Permanent Establishment unless continue
for a period or periods aggregating more than 90 days with in a twelve
month period.

SECTION

2(41)
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PROMOTION OF INVESTMENT IN REAL ESTATE
• The Bill seeks to define and recognize Real Estate Investment Trust

Management Company for the purpose of Investment in Real Estate which
is to be approved, authorized and licensed by the SECP under the Real
Estate Investment Rules, 2006. Real Estate Investment Trust (REIT) which
consists of close and collective investment scheme constituted as a Unit
Trust Fund and managed by that Management Company.

• The Bill seeks to amend sub clause 2 of clause 57 of Second Schedule
and grant exemption to any income derived by Real Estate Investment Trust
approved by the SECP, subject to 90% distribution of its income of that year
among the unit holders

• The Bill also seeks to amend clause 11(i) of Part IV of Second Schedule
and grant immunity from the provision of section 113 regarding minimum
tax to a REIT approved by SECP under specified rules.

• The Bill also seeks to amend clause 33 of Part IV of Second Schedule and
grant exemption from the provision of section 151 and 233 regarding
deduction of tax on payment on account of profits on debts and brokerage
and commission respectively to an approved and authorized REIT

INCOMES BROUGHT UNDER PRESUMPTIVE TAX REGIME (PTR)
• The Bill seek to bring following incomes within the purview of PTR and shall

be chargeable to tax at the rates given hereunder:
RATE

Income from house property u/s 15 5%
Profit on debt

• Yield on account, deposit or certificate under National
Saving Scheme or Post Office Scheme on which tax
is deductible u/s (151a)

• Received from Banking Co. or Financial Institution
on which tax is deductible u/s (151b)

• Bonds, debentures, securities, instruments etc. paid
by Banking Co. Financial Institutions or Companies
on which tax is deductible u/s (151d)

Payment to Non Resident (Shifted from section 153(7), to
152) on account of following:

• Construction, assembly, installation and/or supervisory
activities contracts

• Other contracts for construction or services rendered
related thereto,

• Contract for advertising services rendered by TV
satellite channels

Payment on account of services to residents on which tax is
deductible u/s 153

• Where the income derived by a tax payer from the source which fall under
PTR he shall be liable to furnish statement showing such particulars as
prescribed and verified in term of section 115(4)

2(47A),
Clause 57 of
Part I, Sec.
Sch., Clause
11, 33 of
Part IV Sec.
Sch.

SECTION

10%

10%

10%

6%

6%

6%

6%

151, 152, 153, 115(4)
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WITHDRAWAL OF CONDITION FOR CLAIM OF EXCESSIVE PERQUISITES
AND ALLOWANCES AS DEDUCTIBLE EXPENSES

• The Bill seeks to omit clause K of section 21 by virtue of which any
expenditure on account of perquisites and allowances paid to employee by
employer in access of 50% of employee salary for a Tax Year was inadmissible.
Now all the perquisites and allowances paid by the employer to the employee
shall be admissible and could be claimed by the employer.

RE SHAPING MODE AND MANNER FOR PAYMENT AND  CLAIM OF EXPENSES
• The Bill seeks to substitute clause (l) of section 21 of the Ordinance and

states that the expenditure for a transaction paid or payable under single
head which in aggregate exceed 50,000 shall not be admissible unless

• Paid by cross cheque drawn on a bank; or
• By Cross bank draft; or
• Cross pay order; or
• Any other cross banking instrument showing transfer

of amount from the business bank account of the
tax payer.

• On line transfer of payment
• Payment through credit card, subject to the condition

that the transaction is verifiable from the bank
statement of payer and payee

• The above conditions shall not be applicable in respect of following cases:
• Expenditure not exceeding Rs. 10,000.
• Expenditure on account of :

• Utility bills
• Freight charges
• Travel fare
• Postage
• Payment of taxes, duties, fee, fines and other

statutory obligations

EXEMPTION OF PAYMENT TO FEDERAL GOVT., PROVINCIAL GOVT., LOCAL
AUTHORITY FORM DEDUCTION OR COLLECTION OF TAX AT SOURCE

• The Bill seeks to provide exemption from deduction or collection of advance
tax on payments made to Federal Govt., Provincial Govt., or a Local Authority,
except the payment to Provincial Govt or Local Authority on account of
income chargeable under the head Income from Business, carried out on
outside its jurisdiction area.

ENHANCEMENT OF LIMIT FOR CLAIM OF TAX CREDIT ON ACCOUNT OF
INVESTMENT IN SHARES

• The Bill seeks to amend section 62(2)C(c ) and intend to enhance one of
the limit for claim of credit on account of investment in shares from Rs
150,000 to Rs. 200,000.

SECTION

21K

21(L)

49(3)

62(2)



13

MANSHA MOHSIN
D O S S A N I
K H A N  &  C O .
Chartered Accountants

RATIONALIZATION OF DEFINITION OF RESIDENT
• The Bill seeks to replace eighty two days mentioned in clause (a) of Section

82 with eighty three days.

ENHANCING THE SCOPE OF TAX ON CERTAIN RETAILERS
• The Bill seeks to enhance the scope of tax on income of Retailers and all

the retailers being individual or AOP having turnover exceeding Rs. 5,000,000
for any Tax Year shall be liable to pay final tax @ 1% of Turnover, which
shall also form part of single stage Sales tax @ 3% ( 3 % sales tax includes
1% tax on income) on declared turnover.

• This facility was earlier available only to the following category of retailers
subject to above conditions

• Retailers of textile fabrics,
• article of apparel including ready made garments or

fashion ware,
• article of leather including

• foot ware,
• carpets,
• surgical goods, and
• sports goods.

WIDENING THE SCOPE OF TAX NET
• The Bill seeks to amend section 114 of the Income Tax Ordinance and

intend to make obligatory for filing return of Income to the following:
• Non Profit Organization (NPO) as defined in section 2(36)
• Any welfare institution approved under clause 58 of Part 1 of Second

Schedule

REVISION OF ORDER OF SUBORDINATE AUTHORITY BY THE REGIONAL
COMMISSIONER RELATING TO EXEMPTION CERTIFICATE

• The Regional Commissioner has been provided revision jurisdiction to be
exercised on its own motion or at the application of the taxpayer

• He shall be vested with the power to call for record of any proceedings
relating to issuance of exemption or lower rate certificates relating to
collection or deduction of tax at source under the Ordinance.

• He shall be empowered to revise the order of the subordinate passed in
respect of above proceedings

• The Regional Commissioner may conduct the inquiry if considers necessary
and after providing reasonable opportunity of being heard to the tax payer
could make an order as he may deem appropriate according to the
circumstances of the case.

RATIONALIZATION OF ALTERNATIVE DISPUTE RESOLUTION (ADR)
• Bill seeks to rationalize the provision of section 134A relating to Alternate

Dispute Resolution by replacing the word “Alternate” with the word “Alternative”
and expressly bringing the matter pending before the Appellant authority
within the ambit of Alternative Dispute Resolution.

SECTION

82

113B

114

122(5)

134A
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• By virtue of this amendment the aggrieved person may apply to the Board
for constitution of a Committee for resolution of any issue, hardship or
dispute described in the application

• The order passed by the Board in respect of matter pending before the
Appellate Authority may be place before the Appellant Authority for
consideration and appropriate order.

EXCLUSION OF CERTAIN INCOME FROM THE PURVIEW OF SECTION 147
AND FILING OF ESTIMATE OF TAX PAYABLE

• The Bill seeks to exclude following category of income chargeable to tax
from the purview of section 147 relating to advance payment of tax by the
tax payer

• Income chargeable to tax u/s 233 (Brokerage and Commission)
• Income chargeable to tax u/s 233 A (a) on account of purchase of

shares in lieu of commission earned by the members.
• Income chargeable to tax u/s 233 A(b) on account of sale of shares

in lieu of commission earned by the members.
• Bill also seeks to insert a new section 4a in section 147 whereby the

taxpayer is required to file estimate of tax payable to the Commissioner in
case the tax payable by him is likely to be more than the amount payable
u/s 147 at any time before the last instalment is due.

• The subsequent payment of instalment shall be according to the estimate
filed to the Commissioner of Income Tax after adjustment of tax already
paid.

• Where the advance tax paid is less than the 90% of the tax chargeable for
the relevant tax year, he shall be liable to pay additional tax @ 12% per
annum of the amount by which the tax paid by him falls short of the 90%
and the additional tax shall be calculated from the 1st day of April in that
year to the date on which assessment is made or the June 30, of the
financial year next following whichever is earlier.

CURTAILMENT OF POWER REGARDING REDUCTION OF RATE OF ADVANCE
TAX ON IMPORT FROM 100% TO 75%

• The Bill seeks to curtail the power of Commissioner granting 100% reduction
in rate of advance tax on import to 75% in respect of manufacturer importing
raw material exclusively used for the manufacturing of own use.

• Tax collected on import shall be final discharge of tax liability of the importer
except the following:

• raw material, plant, machinery, equipment and parts
by an industrial undertaking for its own use;

• fertilizer by manufacturer of fertilizer; and
• cars in CBU condition by manufacturer of cars.

• Bill seeks to provide concessional rate of tax collection at 2% on the import
of goods specified in clause 13G of Part II of Second Schedule and 1% on
the imported goods classified in clause 13H of Part II of Second Schedule.

• The Bill seeks to exempt some new items from provision of section 148
specified in clause 56 of Part IV of Second schedule.

SECTION

147

148
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PROPER PLACEMENT OF PROVISION REGARDING DEDUCTION OF TAX ON
PAYMENT TO NON RESIDENT ON ACCOUNT OF CONSTRUCTION CONTRACTS
FROM SECTION 153 TO SECTION 152

• The Bill seeks to delete sub section 3 of section 153 relating to payment
on account of construction contract and insert a similar new sub section
in section 152 dealing with deduction of tax on payment to non resident on
account of construction contracts, construction services and contract for
advertising services rendered by TV satellite channels. Tax shall be deducted
on the gross amount of the contract @ 6% which shall be final discharge
of tax liability in respect of income from such contracts.

BROADENING THE SCOPE OF SECTION 153 REGARDING WITHOLDING TAX
ON SALE OF GOODS AND SERVICES AND BRINGING THE SERVICES WITH
IN THE AMBIT OF PTR

• The Bill seeks to insert sub section 1(A) in section 153 whereby every
exporter or importer shall be liable to deduct tax from the payment in full
or part including a payment by way of advance to the resident person or
non resident person having permanent establishment in Pakistan for following
services:

• Stitching
• Dying
• Printing
• Embroidery
• Washing
• Sizing and
• Weaving

• These services shall be deemed to be export and tax shall be deducted
thereon according to the rates applicable to exports.

• Tax deductible on the services rendered or provided shall be final discharge
of tax liability of the person rendering services in respect of such service
income.

• Where a person fail to disclose his NTN or CNIC to the withholding agent,
the withholding agent shall deduct or collect tax on the payment made to
such person @2% over and above the rate prescribed in the 1st Schedule.

• Exporter or an Export House has been included in the definition of prescribed
persons for the purpose of section 153(1A).

WITHDRAWAL OF EXEMPTION OF WITHOLDING TAX ON PAYMENT OF RENT
UPTO RS. 300,000

• The Bill seeks to withdraw exemption available from deduction of tax on
account of payment of rent upto Rs. 300,000 by virtue of omission of sub
section 2 of section 156.

ELECTRONIC FURNISHING OF PRESCRIBED STATEMENTS AND EXTENSION
OF TIME BY THE COMMISSIONER

• Bill seeks to empower the Commissioner of Income tax to extend the time
for furnishing of statements after the due date where a person is required
to furnish prescribed statements make a request in writing to the
Commissioner and satisfy to the Commissioner about bona fide and
reasonable cause for non filing of statement within prescribed period of

SECTION

152

153

155

165



Budget Commentary 2006

16

time. The Commissioner after considering facts and causes of delay may
grant extension of time for filing of prescribed statement by an order in
writing.

• The Bill also add a new sub section 3 in section 165 whereby the CBR is
authorized to prescribe statement requiring any person to furnish periodically
in respect of any transaction in the prescribed Form and verified in the
prescribed manner.

• The Bill also seeks furnishing of prescribed monthly statement in addition
to quarterly and annual statement.

• Bill also seeks to empower the Board to make Rules for furnishing of
statements electronically and determination of eligibility of data and e-
intermediary.

RATIONALIZATION OF SECTION 206 RELATING TO CBR CIRCULARS
• The Bill seeks to correct sub section 2 of section 206 which states that “A

circular shall be binding on the CBR other than Commissioner Appeals”,
which is ambiguous and does not explicitly state whether it is binding on
the Income Tax Authorities or not, therefore it has been substituted and
new sub section has been inserted whereby a Circular issued by the CBR
shall be binding on

• all the Income tax Authorities,
• other persons employed in execution of the Ordinance

under the control of CBR.
• The CBR circulars, instructions, directions, clarifications, interpretations

shall not be binding on the Commissioner of Income Tax Appeals, exercising
quasi judicial authority

ENHANCEMENT OF WITHOLDING RATE FROM 0.1% TO 0.2% ON CASH
WITHDRAWALS FORM BANKS

• The Bill seeks to enhance the withholding tax rate from 0.1 % to 0.2 % on
the cash withdrawals from the banking company.

• Exemption from deduction of tax on the withdrawal of cash from bank shall
be limited to Rs. 25,000 per day and not on individual transaction of Rs.
25,000.

ENHANCEMENT OF RATE OF DEDUCTION AT SOURCE FROM 0.005% TO
0.01%

• Bill seeks to enhance the rate of withholding tax from 0.005% to 0.01% on
purchase/sale of shares in lieu of commission and trading of shares by the
member.

• Stock Exchanges registered in Pakistan shall collect tax on the purchase
and sale of shares in lieu of commission earned by the member and trading
of shares by such member.

GRANT OF EXEMPTION FROM MINIMUM TAX LIABILITY U/S 113 TO TRADING
HOUSE FOR FIRST 10 YEARS

• The Bill seeks to limit the unlimited exemption granted to Trading House
by imposing limit that the exemption from application of section 113 shall
be available only for the first 10 years starting from the Tax Year in which
business commenced.

SECTION

206

231A

233A

CL.57 Part IV,
2nd Sch.
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Rates of Tax for Individuals and Association of Persons

1 Where the taxable income does not exceed Rs.100,000 0%
2 Where the taxable income exceeds Rs.100,000 but does not exceed Rs.110,000 0.50%
3 Where the taxable income exceeds Rs.110,000 but does not exceed Rs.125,000 1.00%
4 Where the taxable income exceeds Rs.125,000 but does not exceed Rs.150,000 2.00%
5 Where the taxable income exceeds Rs.150,000 but does not exceed Rs.175,000 3.00%
6 Where the taxable income exceeds Rs.175,000 but does not exceed Rs.200,000 4.00%
7 Where the taxable income exceeds Rs.200,000 but does not exceed Rs.300,000 5.00%
8 Where the taxable income exceeds Rs.300,000 but does not exceed Rs.400,000 7.50%
9 Where the taxable income exceeds Rs.400,000 but does not exceed Rs.500,000 10.00%

10 Where the taxable income exceeds Rs.500,000 but does not exceed Rs.600,000 12.50%
11 Where the taxable income exceeds Rs.600,000 but does not exceed Rs.800,000 15.00%
12 Where the taxable income exceeds Rs.800,000 but does not exceed Rs.1,000,000 17.50%
13 Where the taxable income exceeds Rs.1,000,000 but does not exceed Rs.1,300,000 21.00%
14 Where the taxable income exceeds Rs.1,300,000 25.00%

Income of a woman taxpayer is not chargeable upto Rs. 125,000/- under this head

Rates of Tax for Salaried Individuals

1 Where the taxable income does not exceed Rs.150,000 0%
2 Where the taxable income exceeds Rs.150,000 but does not exceed Rs.200,000 0.25%
3 Where the taxable income exceeds Rs.200,000 but does not exceed Rs.250,000 0.50%
4 Where the taxable income exceeds Rs.250,000 but does not exceed Rs.300,000 0.75%
5 Where the taxable income exceeds Rs.300,000 but does not exceed Rs.350,000 1.50%
6 Where the taxable income exceeds Rs.350,000 but does not exceed Rs.400,000 2.50%
7 Where the taxable income exceeds Rs.400,000 but does not exceed Rs.500,000 3.50%
8 Where the taxable income exceeds Rs.500,000 but does not exceed Rs.600,000 4.50%
9 Where the taxable income exceeds Rs.600,000 but does not exceed Rs.700,000 6.00%

10 Where the taxable income exceeds Rs.700,000 but does not exceed Rs.850,000 7.50%
11 Where the taxable income exceeds Rs.850,000 but does not exceed Rs.950,000 9.00%
12 Where the taxable income exceeds Rs.950,000 but does not exceed Rs.1,050,000 10.00%
13 Where the taxable income exceeds Rs.1,050,000 but does not exceed Rs.1,200,000 11.00%
14 Where the taxable income exceeds Rs.1,200,000 but does not exceed Rs.1,500,000 12.50%
15 Where the taxable income exceeds Rs.1,500,000 but does not exceed Rs.1,700,000 14.00%
16 Where the taxable income exceeds Rs.1,700,000 but does not exceed Rs.2,000,000 15.00%
17 Where the taxable income exceeds Rs.2,000,000 but does not exceed Rs.3,150,000 16.00%
18 Where the taxable income exceeds Rs.3,150,000 but does not exceed Rs.3,700,000 17.50%
19 Where the taxable income exceeds Rs.3,700,000 but does not exceed Rs.4,450,000 18.50%
20 Where the taxable income exceeds Rs.4,450,000 but does not exceed Rs.8,400,000 19.00%
21 Where the taxable income exceeds Rs.8,400,000 20.00%

Income of a woman taxpayer is not chargeable upto Rs. 200,000/- under this head

FIRST SCHEDULE
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TAXABILITY OF SALARY INCOME

15,000 180,000 120,000 48,000 12,000 120,000 180,000 700 75 -625 -0.89 0.58% 0.04%

20,000 240,000 160,000 64,000 16,000 160,000 240,000 2,100 325 -1,775 -0.85 1.31% 0.14%

25,000 300,000 200,000 80,000 20,000 200,000 300,000 3,500 750 -2,750 -0.79 1.75% 0.25%

40,000 480,000 320,000 128,000 32,000 320,000 480,000 17,900 5,550 -12,350 -0.69 5.59% 1.16%

60,000 720,000 480,000 192,000 48,000 480,000 720,000 47,500 18,250 -29,250 -0.62 9.90% 2.53%

70,000 840,000 560,000 224,000 56,000 560,000 840,000 67,500 27,250 -40,250 -0.60 12.05% 3.24%

80,000 960,000 640,000 256,000 64,000 626,000 960,000 84,000 38,000 -46,000 -0.55 13.42% 3.96%

100,000 1,200,000 800,000 320,000 80,000 850,000 1,200,000 147,500 63,500 -84,000 -0.57 17.35% 5.29%

125,000 1,500,000 1,000,000 400,000 100,000 1,130,000 1,500,000 231,500 101,000 -130,500 -0.56 20.49% 6.73%

150,000 1,800,000 1,200,000 480,000 120,000 1,410,000 1,800,000 315,500 144,000 -171,500 -0.54 22.38% 8.00%

200,000 2,400,000 1,600,000 640,000 160,000 1,970,000 2,400,000 483,500 238,000 -245,500 -0.51 24.54% 9.92%

300,000 3,600,000 2,400,000 960,000 240,000 3,090,000 3,600,000 819,500 436,750 -382,750 -0.47 26.52% 12.13%

500,000 6,000,000 4,000,000 1,600,000 400,000 5,330,000 6,000,000 1,491,500 887,500 -604,000 -0.40 27.98% 14.79%

600,000 7,200,000 4,800,000 1,920,000 480,000 6,450,000 7,200,000 1,827,500 1,115,500 -712,000 -0.39 28.33% 15.49%

700,000 8,400,000 5,600,000 2,240,000 560,000 7,570,000 8,400,000 2,163,500 1,343,500 -820,000 -0.38 28.58% 15.99%

800,000 9,600,000 6,400,000 2,560,000 640,000 8,690,000 9,600,000 2,499,500 1,583,500 -916,000 -0.37 28.76% 16.49%

900,000 10,800,000 7,200,000 2,880,000 720,000 9,810,000 10,800,000 2,835,500 1,823,500 -1,012,000 -0.36 28.90% 16.88%

1,000,000 12,000,000 8,000,000 3,200,000 800,000 10,930,000 12,000,000 3,171,500 2,063,500 -1,108,000 -0.35 29.02% 17.20%

Per Month

Gross Salary
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TAX RATES UNDER FIRST SCHEDULE
Rate of Tax on certain persons u/s 113A(1) EXISTING PROPOSED

The rate of tax to be paid on turnover 0.75% No change

Rates of Tax for Companies

Where the taxpayer is a society or a cooperative society, the tax shall be payable at the rates applicable to the
public company or an individual, whichever is beneficial to the taxpayer

Rate of Dividend Tax u/s 5 (Received from a Company) EXISTING PROPOSED
- By a public company or an insurance company or any other

resident company, on gross amount 5% No change
- Any other case, on the gross amount of the dividend. 10% No change

Rate of Tax on Certain Payments to Non-residents u/s 6
- For royalty or fee for technical services, on the gross amount 15% No change

Rate of Tax on Shipping or Air Transport Income of a Non-resident Person u/s 7
- In the case of shipping income, on gross amount received or receivable 8% No change
- In case of air transport income, on gross amount received or receivable. 3% No change

Income From Property u/s 15
- On gross amount of rent received - 5%

Rate of Advance Tax u/s 148 for Imports
- To be collected by the Collector of Customs, of the value of the goods. 6% No change

Rate of Advance Tax u/s 151 for Profit on Debt
- On the yield or profit on DSC, Saving Deposits, TFC's, bank account

or deposits, securities, Post office saving a/c's 10% 10%
- Securities issued by Federal Govt., Provincial Govt., or Local authority 20% 10%

Rate of Advance Tax u/s 152 for Payment to Non Residents
- Profit on debt, royalties, fees or technical services 15% 15%
- Construction contracts, construction services and advertising services

by TV Satellite channels (Shifted from Division III) 6% 6%
- Other payments to non residents 30% 30%

Rate of Advance Tax u/s 153 for Payments for Goods and Services  

- Sale of goods
Sale of rice, cotton seed or edible oils, on the gross amount payable 1.50% 1.50%
Sale of any other goods, of the gross amount payable. 3.50% 3.50%

- Rendering of Services
Transportation services 2% 6%
others 5% 6%

- Execution of Contracts 6% 6%
- Non- Resident

Tax Year Banking Public Private Small
company company company companies

other than a other than a
banking banking

company company

2003 47% 35% 43%  
2004 44% 35% 41%  
2005 41% 35% 39%  
 2006  38% 35% 37% 20%
 2007  35% 35% 35% 20%
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Construction contracts, construction services and advertising services
by TV Satellite channels Shifted to Division II

Rate of Advance Tax u/s 154 for Exports EXISTING PROPOSED

The rate of tax to be deducted under sub-section (1), (3), (3A) or (3B) of section 154 shall be as set out in the
following table, namely:–

Exports listed in Part I of the Seventh Schedule 0.75% 0.75%
Exports listed in Part II of the Seventh Schedule 1.00% 1.00%
Exports listed in Part III of the Seventh Schedule 1.25% 1.25%
Exports listed in Part IV of the Seventh Schedule 1.50% 1.50%
Indenting commission 5% 5%

Rate of Advance Tax u/s 156 Prize on prize bond

- On a prize on prize bond, of the gross amount paid. 10% 10%
- On winnings from a raffle, lottery, prize on winning a quiz, prize offered

by companies for promotion of sale, or cross-word puzzle 20% 20%

Rate of Advance tax u/s 156A Petroleum Products

- Petrol pump operators 10% 10%

Rate of Advance Tax u/s 233(1) Brokerage and Commission

- Indenting commission agents, advertising agents and yarn dealers. 5% 10%
- Others. 10% 10%

Rate of Advance Tax u/s 233A for Collection of Tax by a Stock Exchange
Registered in Pakistan

- Purchase of shares as per clause (a) of sub-section (1) of section 233A. 0.005% 0.01%
- Sale of shares as per clause (b) of sub-section (1) of section 233A. 0.005% 0.01%
- Trading of shares as mentioned in clause (c) of sub-section

(1) of section 233A. 0.005% 0.01%
- Financing of carry over trades (Badla) as per clause (d) of sub-section

(1) of section 233A. 10% 10%

Rate of Advance Tax u/s 231A on cash withdrawal from a bank

- The Rate of tax to be deducted under section 231A
on cash withdrawal (per day transaction) 0.1% 0.2%
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Depreciation rate u/s 22 EXISTING PROPOSED

- Building (all types). 10% 10%
- Furniture (including fittings). 15% 15%
- Machinery and plant (not otherwise specified) 15% 15%
- Motor vehicles (all types) 15% 15%
- Ships 15% 15%
- Technical or professional books. 15% 15%
- Computer hardware including printer, monitor and allied items, 30% 30%
- Machinery and equipment used in manufacturing of IT products 30% 30%
- Aircrafts and aero engines. 30% 30%
- In case of mineral oil concerns the income of which is liable to be computed

in accordance with the rules in Part-I of the Fifth Schedule.
- Below ground installations 100% 100%
- Offshore platform and production installations. 20% 20%

Initial allowance u/s 23 50% 50%

Pre commencement expenditure u/s 25 20% 20%

THIRD SCHEDULE
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Clause Existing Proposed
No

Any income chargeable under head “Salary” received by a
Pakistani seafarer working on a foreign vessel provided that
such income is remitted to Pakistan, not later than two months
of the relevant income year, through normal banking channels.

Any pension received in respect of any service rendered by
a member of the Armed Forces of Pakistan or as an employee
of the Federal Government or a Provincial Government.

Any pension granted to any public servant to whom clause
(14) does not apply in respect of injuries received in the
performance of his duties.

Any pension granted to any public servant to whom clause
(15) does not apply who has been invalidated from service on
account of any bodily disability.

Any pension granted to the personnel of Armed Forces of
Pakistan (including personnel of the Territorial Force and the
National Service of Pakistan) in respect of injuries received
in the performance of their duties as such.

Any pension granted to the personnel of the Armed Forces of
Pakistan (including personnel of the Territorial Force and the
National Service of Pakistan) invalidated from service with
such Forces on account of bodily disability attributable to, or
aggravated by, such service.

Any pensions granted under the relevant rules to the families
and dependents of public servants or members of the Armed
Forces of Pakistan who die during service.

Any sum paid, for purpose of meeting the charges for gas,
water and electricity, or the value of gas, water and electricity
provided free of charge to an employee up to ten per cent of
the minimum of time scale, and where there is no time scale,
up to ten per cent of the basic salary.

Any amount received as flying allowance by pilots, flight
engineers and navigators employed by any Pakistani airline
or by Civil Aviation Authority.

Any amount notified as flying allowance payable to pilots, flight
engineers and navigators of the Pakistan Air Force.

Any amount notified as flying allowance payable to pilots, flight
engineers and navigators of the Pakistan Army and the Pakistan
Navy.

Any amount received as flying allowance by junior
commissioned officers or other ranks of Pakistan Armed
Forces.

Any amount notified as submarine allowance payable to officers
of the Pakistan Navy.

SECOND SCHEDULE
NOTE: Clauses amended, substituted, omitted are listed here under

Clauses not affected by the Bill have not been reproduced

Any income chargeable under head “Salary” received by a
Pakistani seafarer working on a foreign vessel or on Pakistan
flag vessels for 183 days or more during a tax year provided
that such income is remitted to Pakistan, not later than two
months of the relevant income year, through normal banking
channels.

Any pension –
(i) received in respect of services rendered by a member of
the Armed Forces of Pakistan or Federal Government or a
Provincial Government;
(ii) granted under the relevant rules to the families and
dependents of public servants or members of the Armed
Forces of Pakistan who die during service.”;

Omitted

Omitted

Omitted

Omitted

Omitted

Omitted

Omitted

Omitted

Omitted

Omitted

Omitted

4.

9.

10.

11.

14.

15.

18.

38.

42.

43.

44.

45.

46.

EXEMPTIONS AND TAX CONCESSIONS
(See section 53)

PART I
EXEMPTIONS FROM TOTAL INCOME
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Clause Existing Proposed
No

The value of rations issued in kind, or cash allowance paid in
lieu thereof, to members of Pakistan Armed Forces or of
Territorial Forces.

The value of rent-free quarters occupied by, or cash allowance
paid in lieu thereof, to members of the Pakistan Armed Forces,
including Territorial Force.

The conservancy allowance granted in lieu of free conservancy
to personnel below commissioned rank of Pakistan Armed
Forces and Territorial Force.

1-Any income from voluntary contributions, house property
and investments in securities of the Federal Government
derived by the following, namely:-
(i) National Investment (Unit) Trust of Pakistan established by
the National Investment Trust Limited, if not less than ninety
per cent of its Units at the end of that year are held by the
public and not less than ninety per cent of its income of the
year is distributed among the Unit-holders;
(ii) any Mutual Fund approved by the [Securities and Exchange
Commission of Pakistan] and set up by the Investment
Corporation of Pakistan, if not less than ninety per cent of its
Certificates at the end of that year are held by the public and
not less than ninety per cent of its income of that year is
distributed among the Certificate-holders; and (iii) Sheikh
Sultan Trust, Karachi.
(2) Any income derived by any Mutual Fund, investment
company, or a collective investment scheme approved by the
Securities and Exchange Commission or the National
Investment (Unit) Trust of Pakistan established by the National
Investment Trust Limited from any instrument of redeemable
capital as defined in the Companies Ordinance, 1984 (XLVII
of 1984), if not less than ninety per cent of its income of that
year is distributed amongst the Unit-holders.

(3) Any income of the following funds and institutions, namely:-
(i) a provident fund to which the Provident Funds Act, 1925
(XIX of 1925), applies; (ii) trustees on behalf of a recognized
provident fund or an approved superannuation fund or an
approved gratuity fund; (iii) a benevolent fund or group insurance
scheme approved by the Central Board of Revenue for the
purposes of this clause; (iv) Service Fund; (v) Employees Old
Age Benefits Institution established under the Employees Old
Age Benefit Act, 1976 (XIV of 1976); (vi) any Unit, Station or
Regimental Institute; and (vii) any recognized Regimental Thrift
and Savings Fund, the assets of which consist solely of deposits
made by members and profits earned by investment thereof;
[(viii) a Pension Fund approved by the Securities and Exchange
Commission of Pakistan under the Voluntary Pension System
Rules, 2005;] [(ix) any profit or gain or benefit derived by a
pension fund manager from a pension Fund approved under
the Voluntary Pension System Rules, 2005, on redemption of
the seed capital invested in pension fund as specified in the
Voluntary Pension System Rules, 2005.] Explanation.-For the
purpose of this clause, "Service Fund" means a fund which
is established under the authority, or with the approval of the
Federal Government for the purpose of - (a) securing deferred
annuities to the subscribers of payment to them in the event
of their leaving the service in which they are employed; or (b)
making provision for their wives or children after their death;
or (c) making payment to their estate or their nominees upon
their death.

(1) Any income of a trust or welfare institution [or non-profit
organization] specified in sub-clauses (2) and (3) from
donations, voluntary contributions, subscriptions, house
property, investments in the securities of the Federal
Government and so much of the income chargeable under
the head "Income from business " as is expended in Pakistan
for the purposes of carrying out welfare activities: Provided

Omitted

Omitted

Omitted

1-Any income from voluntary contributions, house property
and investments in securities of the Federal Government
derived by the following, namely:- (i) National Investment (Unit)
Trust of Pakistan established by the National Investment Trust
Limited, if not less than ninety per cent of its Units at the end
of that year are held by the public and not less than ninety per
cent of its income of the year is distributed among the Unit-
holders; (ii) any Mutual Fund approved by the [Securities and
Exchange Commission of Pakistan] and set up by the
Investment Corporation of Pakistan, if not less than ninety per
cent of its Certificates at the end of that year are held by the
public and not less than ninety per cent of its income of that
year is distributed among the Certificate-holders; and (iii)
Sheikh Sultan Trust, Karachi. (2) Any income derived by any
Mutual Fund, investment company, or a collective investment
scheme or a Real Estate Investment Trust approved by the
Securities and Exchange Commission or the National
Investment (Unit) Trust of Pakistan established by the National
Investment Trust Limited from any instrument of redeemable
capital as defined in the Companies Ordinance, 1984 (XLVII
of 1984), if not less than ninety per cent of its income of that
year is distributed amongst the Unit-holders.

(3) Any income of the following funds and institutions, namely:-
(i) a provident fund to which the Provident Funds Act, 1925
(XIX of 1925), applies; (ii) trustees on behalf of a recognized
provident fund or an approved superannuation fund or an
approved gratuity fund; (iii) a benevolent fund or group insurance
scheme approved by the Central Board of Revenue for the
purposes of this clause; (iv) Service Fund; (v) Employees Old
Age Benefits Institution established under the Employees Old
Age Benefit Act, 1976 (XIV of 1976); (vi) any Unit, Station or
Regimental Institute; and (vii) any recognized Regimental Thrift
and Savings Fund, the assets of which consist solely of deposits
made by members and profits earned by investment thereof;
[(viii) a Pension Fund approved by the Securities and Exchange
Commission of Pakistan under the Voluntary Pension System
Rules, 2005;] [(ix) any profit or gain or benefit derived by a
pension fund manager from a pension Fund approved under
the Voluntary Pension System Rules, 2005, on redemption of
the seed capital invested in pension fund as specified in the
Voluntary Pension System Rules, 2005.] Explanation.-For the
purpose of this clause, "Service Fund" means a fund which
is established under the authority, or with the approval of the
Federal Government for the purpose of - (a) securing deferred
annuities to the subscribers of payment to them in the event
of their leaving the service in which they are employed; or (b)
making provision for their wives or children after their death;
or (c) making payment to their estate or their nominees upon
their death; (x) the accumulated balance upto 25% received
from the voluntary pension system offered by a pension fund
manager under the Voluntary Pension System Rules, 2005 at
the time of eligible person’s: (a) retirement; or (b) disability
rendering him unable to work; or (c) death by his nominated
survivors.”

(1) Any income of a trust or welfare institution [or non-profit
organization] specified in sub-clauses (2) and (3) from
donations, voluntary contributions, subscriptions, house
property, investments in the securities of the Federal
Government and so much of the income chargeable under
the head "Income from business " as is expended in Pakistan
for the purposes of carrying out welfare activities:

47.

48.

49.

57.

58.
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Clause Existing Proposed
No

that in the case of income under the head "Income from
business", the exemption in respect of income under the said
head shall not exceed an amount which bears to the income
under the said head the same proportion as the said amount
bears to the aggregate of the incomes from the aforesaid
sources of income.
(2) A trust administered under a scheme approved by the
Federal Government in this behalf and established in Pakistan
exclusively for the purposes of carrying out such activities as
are for the benefit and welfare of-
(i) ex-servicemen and serving personnel, including civilian
employees of the Armed Forces, and their dependents; or
(ii) ex-employees and serving personnel of the Federal
Government or a Provincial Government and their dependents,
where the said trust is administered by a committee nominated
by the Federal Government or, as the case may be, a Provincial
Government.
(3) A trust or welfare institution [or non-profit organization]
approved by the Central Board of Revenue for the purposes
of this sub-clause.

[Any] amount paid as donation to the following institution,
foundations, societies, boards, trusts and funds, namely:_
(i) any Sports Board or institution recognised by the Federal
Government for the purposes of promoting, controlling or
regulating any sport or game;
(ii) deleted (iii) Fund for Promotion of Science and Technology
in Pakistan;
(iv) Fund for Retarded and Handicapped Children;
(v) National Trust Fund for the Disabled;
(vi) deleted
(vii) Fund for Development of Mazaar of Hazarat Burri Imam;
(viii) Rabita-e-Islami's Project for printing copies of the Holy
Quran;
(ix) Fatimid Foundation, Karachi;
(x) Al-Shifa Trust;
(xi) Bank of Commerce and Credit International Foundation
for Advancement of Science and Technology;
(xii) Society for the Promotion of Engineering Sciences and
Technology in Pakistan;
(xiii)deleted
(xiv)deleted
(xv)deleted
(xvi)deleted
(xvii)deleted
(xviii)deleted
(xix)deleted
(xx)deleted
(xxi) Sindh Governor's Relief Fund, 1990, for the Relief and
Rehabilitation of Victims of Violence in Sindh;
(xxii) Balochistan Governor’s Relief Fund for the relief and
rehabilitation of drought affected people of Balochistan;.
(xxiii) Citizens-Police Liaison Committee, Central Reporting
Cell, Sindh Governor House, Karachi;
(xxiv) ICIC Foundation;
(xxv) BCCI Foundation;
(xxvi) National Management Foundation;
(xxvii) Endowment Fund of the institutions of the Agha Khan
Development Network (Pakistan listed in Schedule 1 of the
Accord and Protocol, dated November 13, 1994, executed
between the Government of the Islamic Republic of Pakistan
and Agha Khan Development Network;
(xxviii) Shaheed Zulfiqar Ali Bhutto Memorial Awards Society;
(xxix) Iqbal Memorial Fund;
(xxx) Cancer Research Foundation of Pakistan, Lahore;
(xxxi) Shaukat Khanum Memorial Trust, Lahore;
(xxxii) Christian Memorial Hospital, Sialkot;
(xxxiii) National Museums, National Libraries and Monuments
or institutions declared to be National Heritage by the Federal
Government;
(xxxiv) Mumtaz Bakhtawar Memorial Trust Hospital, Lahore;
(xxxv) Kashmir Fund for Rehabilitation of Kashmir Refugees
and Freedom Fighters;
(xxxvi) Institutions of the Agha Khan Development Network
(Pakistan) listed in Schedule 1 of the Accord and Protocol,

Provided that in the case of income under the head "Income
from business", the exemption in respect of income under the
said head shall not exceed an amount which bears to the
income under the said head the same proportion as the said
amount bears to the aggregate of the incomes from the
aforesaid sources of income. (2) A trust administered under
a scheme approved by the Federal Government in this behalf
and established in Pakistan exclusively for the purposes of
carrying out such activities as are for the benefit and welfare
of-(i) ex-servicemen and serving personnel, including civilian
employees of the Armed Forces, and their dependents; or
(ii) ex-employees and serving personnel of the Federal
Government or a Provincial Government and their dependents,
where the said trust is administered by a committee nominated
by the Federal Government or, as the case may be, a Provincial
Government. (3) A trust or welfare institution [or non-profit
organization] approved by the Regional Commissioner of
Income Tax for the purposes of this sub-clause.

[Any] amount paid as donation to the following institution,
foundations, societies, boards, trusts and funds, namely:_
(i) any Sports Board or institution recognised by the Federal
Government for the purposes of promoting, controlling or
regulating any sport or game;
(ii) deleted
(iii) Fund for Promotion of Science and Technology in Pakistan;
(iv) Fund for Retarded and Handicapped Children;
(v) National Trust Fund for the Disabled;
(vi) deleted
(vii) Fund for Development of Mazaar of Hazarat Burri Imam;
(viii) Rabita-e-Islami's Project for printing copies of the Holy
Quran;
(ix) Fatimid Foundation, Karachi;
(x) Al-Shifa Trust;
(xi) Bank of Commerce and Credit International Foundation
for Advancement of Science and Technology;
(xii) Society for the Promotion of Engineering Sciences and
Technology in Pakistan;
(xiii)deleted
(xiv)deleted
(xv)deleted
(xvi)deleted
(xvii)deleted
(xviii)deleted
(xix)deleted
(xx)deleted
(xxi) deleted -2006
(xxii) deleted -2006
(xxiii) Citizens-Police Liaison Committee, Central Reporting
Cell, Sindh Governor House, Karachi;
(xxiv) ICIC Foundation;
(xxv) BCCI Foundation;
(xxvi) National Management Foundation;
(xxvii) Endowment Fund of the institutions of the Agha Khan
Development Network (Pakistan listed in Schedule 1 of the
Accord and Protocol, dated November 13, 1994, executed
between the Government of the Islamic Republic of Pakistan
and Agha Khan Development Network;
(xxviii) Shaheed Zulfiqar Ali Bhutto Memorial Awards Society;
(xxix) Iqbal Memorial Fund;
(xxx) Cancer Research Foundation of Pakistan, Lahore;
(xxxi) Shaukat Khanum Memorial Trust, Lahore;
(xxxii) Christian Memorial Hospital, Sialkot;
(xxxiii) National Museums, National Libraries and Monuments
or institutions declared to be National Heritage by the Federal
Government;
(xxxiv) Mumtaz Bakhtawar Memorial Trust Hospital, Lahore;
(xxxv) Kashmir Fund for Rehabilitation of Kashmir Refugees
and Freedom Fighters;
(xxxvi) Institutions of the Agha Khan Development Network
(Pakistan) listed in Schedule 1 of the Accord and Protocol,
dated November 13, 1994, executed between the Government
of the Islamic Republic of Pakistan and Agha Khan Development

61.
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dated November 13, 1994, executed between the Government
of the Islamic Republic of Pakistan and Agha Khan Development
Network; (xxxvii) Azad Kashmir President's Mujahid Fund,
1972 ; National Institute of Cardiovascular Diseases, (Pakistan)
Karachi; Businessmen Hospital Trust, Lahore; Premier Trust
Hospital, Mardan ; Faisal Shaheed Memorial Hospital Trust,
Gujranwala; Khair-un-Nisa Hospital Foundation, Lahore; Sind
and Balochistan Advocates' Benevolent Fund; Rashid Minhas
Memorial Hospital Fund; (xxxviii) Any relief [or] welfare fund
e s t a b l i s h e d  b y  t h e  F e d e r a l  G o v e r n m e n t ;
(xxxix) Mohatta Palace Gallery Trust; [ ]  [(xl)] Bagh-e-Quaid-
e-Azam project, Karachi [; and] [(xli) Any amount donated for
Tameer-e-Karachi Fund [:] ] [Provided that the amount so
donated shall not exceed-(a) in the case of an individual or
association of persons, thirty percent of the taxable income
of the person for the year; and (b) in the case of a company,
fifteen percent of the taxable income of the person for the
year.]

Any amount paid as donation to the President’s Relief Fund
for Tsunami Victims.]

Any income of the Institutions of the Agha Khan Development
Network (Pakistan) as contained in Schedule 1 of the Accord
and Protocol, dated November 13, 1994, executed between
the Government of the Islamic Republic of Pakistan and the
Agha Khan Development Network.

Any income of the Liaquat National Hospital Association,
Karachi

Any income derived by-
(i) Abdul Sattar Edhi Foundation, Karachi; and
(ii) Bilquis Edhi Foundation, Karachi.

Any income derived by Al-Shifa Trust, Rawalpindi

Any income derived by Fatimid Foundation, Karachi.

Any income of Hamadard Laboratories (Waqf) Pakistan.

Any income of National Memorial Bab-e-Pakistan Trust for the
assessment year commencing on or after the 1st day of July,
1994.]

Any profit on debt payable to a non-resident person in respect
of such private loan to be utilised on such project in Pakistan
as may be approved by the Federal Government for the
purposes of this clause, having regard to the rate of profit and
the terms of re-payment of the loan and the nature of project
on which it is to be utilised.

Network;
(xxxvii) Azad Kashmir President's Mujahid Fund, 1972 ; National
Institute of Cardiovascular Diseases, (Pakistan) Karachi;
Businessmen Hospital Trust, Lahore; Premier Trust Hospital,
Mardan ; Faisal Shaheed Memorial Hospital Trust, Gujranwala;
Khair-un-Nisa Hospital Foundation, Lahore; Sind and
Balochistan Advocates' Benevolent Fund; Rashid Minhas
Memorial Hospital Fund;
(xxxviii) Any relief [or] welfare fund established by the Federal
Government;
(xxxix) Mohatta Palace Gallery Trust; [ ]
[(xl)] Bagh-e-Quaid-e-Azam project, Karachi [; and]
[(xli) Any amount donated for Tameer-e-Karachi Fund [:] ]
[Provided that the amount so donated shall not exceed-
(a) in the case of an individual or association of persons, thirty
percent of the taxable income of the person for the year; and
(b) in the case of a company, fifteen percent of the taxable
income of the person for the year.]

Omitted

Any income derived by
i. Abdul Sattar Edhi Foundation, Karachi;
ii. Al-Shifa Trust, Rawalpindi.
iii. Bilquis Edhi Foundation, Karachi.
iv. Fatimid Foundation, Karachi.
v. Hamdard Laboratories (Waqf) Pakistan.
vi. International Islamic Trade Finance Corporation”.
vii. Islamic Corporation for Development of Private Sector;
viii. National Memorial Bab-e-Pakistan Trust for the assessment
year commencing on or after the 1st day of July, 1994.
ix. Pakistan Agricultural Research Council, Islamabad.
x. Pakistan Engineering Council;
xi. The corporatized entities of Pakistan Water and Power
Development Authority from the date of their creation upto the
date of completion of the process of corporatization i.e. till the
tariff is notified.
xii. The Institution of Engineers, Pakistan, Lahore.
xiii. The Institutions of the Agha Khan Development Network
(Pakistan) as contained in Schedule 1 of the Accord and
Protocol, dated November 13, 1994, executed between the
Government of the Islamic Republic of Pakistan and the Agha
Khan Development Network.
xiv. The Liaquat National Hospital Association, Karachi.
xv. The Pakistan Council of Scientific and Industrial Research.
xvi. The Pakistan Water and Power Development Authority
established under the Pakistan Water and Power Development
Authority Act, 1958 (W. P. Act XXXI of 1958).”;

Omitted

Omitted

Omitted

Omitted

Omitted

Omitted

Any profit on debt payable to a non-resident person,-
(i) in respect of such private loan to be utilized on such project
in Pakistan as may be approved by the Federal Government
for the purposes of this clause, having regard to the rate of
profit and the terms of repayment of the loan and the nature
of project on which it is to be utilized;
(ii) on a loan in foreign exchange against export letter of credit
which is used exclusively for export of goods manufactured or

63.

66.

67.

68.

69.

70.

71.

71A.

72.
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Any profit on debt payable to a non-resident person on a loan
in foreign exchange against export letter of credit which is
used exclusively for export of goods manufactured or processed
for exports in Pakistan.

Any profit on debt payable to a non-resident person being a
foreign individual, company, firm or association of persons in
respect of a foreign loan as is utilised for industrial investment
in Pakistan provided that the agreement for such loan is
concluded on or after the First day of February 1991, and is
duly registered with the State Bank of Pakistan.

Any income derived by the Pakistan Council of Scientific and
Industrial Research.

Any income derived by the Institution of Engineers, Pakistan,
Lahore.

Income of Pakistan Agricultural Research Council, Islamabad.

Any income derived by a mutual fund or an investment company
registered under the [1][Non-Banking Finance Companies
(Establishment and Regulation) Rules, 2003], or a unit trust
scheme constituted by an assets management company
registered under the Assets Management Companies Rules,
1995, if not less than ninety percent of its accounting income
of that year, as reduced by capital gains whether realized or
unrealized, is distributed amongst the unit or certificate holders
or shareholders as the case may be:] Explanation. For the
purpose of this clause the expressing “accounting income”
means income calculated under the Generally accepted
Accounting Principles and verified by the auditors.”

Profits and gains derived between the first day of July,2000
and the thirtieth day of June, 2007 both days inclusive, by a
venture capital company and venture capital fund registered
under Venture Capital Companies and Funds Management
Rules, 2000.
 

Any income derived by the Pakistan Water and Power
Development Authority, established under the Pakistan Water
and Power Development Authority Act, 1958 (West Pakistan
Act. No. XXXI of 1958).

(1) Profits and gains derived by a taxpayer from an industrial
undertaking for a period of five years from the date of
commencement of commercial production.

(2) The exemption under this clause shall apply to an
undertaking which is-

(a) set up between the first day of July, 1994, and the thirtieth
day of June,2000, both days inclusive;

(b) owned and managed by a company formed exclusively for
operating the said industrial undertaking engaged in fruit
processing and registered under the Companies Ordinance,
1984 (XLVII of 1984), and having its registered office in
Pakistan; and

processed for exports in Pakistan;
(iii) being a foreign individual, company, firm or association of
persons in respect of a foreign loan as is utilized for industrial
investment in Pakistan provided that the agreement for such
loan is concluded on or after the First day of February 1991,
and is duly registered with the State Bank of Pakistan.”;

Omitted

Omitted

Omitted

Omitted

Omitted

Explanation. For the purpose of this clause the expressing
“accounting income” means income calculated under the
Generally accepted Accounting Principles and verified by the
auditors.”.Any income derived by a mutual fund or an investment
company registered under the [1][Non-Banking Finance
Companies (Establishment and Regulation) Rules, 2003], or
a unit trust scheme constituted by an assets management
company registered under the Assets Management Companies
Rules, 1995, if not less than ninety percent of its accounting
income of that year, as reduced by capital gains whether
realized or unrealized, is distributed amongst the unit or
certificate holders or shareholders as the case may be:]
Explanation. For the purpose of this clause the expressing
“accounting income” means income calculated under the
Generally accepted Accounting Principles and verified by the
auditors.”. “Provided that the exemption under this clause shall
not be available in respect of any markup arising from
investment in Carry Over Trade (COT) transactions in the Stock
Exchanges:”;

Profits and gains derived between the first day of July,2000
and the thirtieth day of June, 2014 both days inclusive, by a
venture capital company and venture capital fund registered
under Venture Capital Companies and Funds Management
Rules, 2000.

Income of a person as represents a subsidy granted to him
by the Federal Government for the purposes of implementation
of any orders of the Federal Government in this behalf

Omitted

Omitted

73.

76.

95.

96.

97.

99.

101.

102A.

106A.
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(c) is not formed by splitting up or the reconstruction or
reconstitution of business already in existence or by transfer
to a new business of any machinery or plant in Pakistan at
any time before the commencement of the new business.

Profits and gains derived by a taxpayer from an electric power
generation project set up in Pakistan on or after the 1st day
of July, 1988. The exemption under this clause shall apply to
such project which is-

(a) owned and managed by a company formed for operating
the said project and registered under the Companies Ordinance,
1984 (XLVII of 1984), and having its registered office in
Pakistan:

(b) not formed by the splitting up, or the reconstruction or
reconstitution, of a business already in existence or by transfer
to a new business of any machinery or plant used in a business
which was being carried on in Pakistan at any time before the
commencement of the new business; and

(c) owned by a company fifty per cent of whose shares are
not held by the Federal Government or Provincial Government
or a local authority or which is not controlled by the Federal
Government or a Provincial Government or a local authority:

Provided that the condition laid down in sub-clause (a) shall
not apply to the Hub Power Company Limited [:]

[Provided further the exemption under this clause shall not
apply to oil fired power plants setup between 22 October ,
2002

Income from exports of computer software or IT services or
IT enabled services upto the period ending on 30th day of
June, 2016.
Explanation.- For the purpose of this clause –

(a) “IT Services” include software development, software
maintenance, system integration, web design, web
development, web hosting, and network design, and

(b) “IT enabled services” include inbound or outbound call
centres, medical transcription, remote monitoring, graphics
design, accounting services, HR services, telemedicine centers,
data entry operations and insurance claims processing.]

Any income derived by an individual from transfer of his
membership rights or shares of a stock exchange in Pakistan
to a company at any time between the first day of July, 2005,
and the thirtieth day of June, 2006.]

Income of Fugro Geodetic Limited from execution of contract
with the Government of Pakistan for survey for the establishment
of the Continental Shelf of Pakistan.]

Profits and gains derived by a taxpayer from an electric power
generation project set up in Pakistan on or after the 1st day
of July, 1988. The exemption under this clause shall apply to
such project which is-

(a) owned and managed by a company formed for operating
the said project and registered under the Companies Ordinance,
1984 (XLVII of 1984), and having its registered office in
Pakistan:

(b) not formed by the splitting up, or the reconstruction or
reconstitution, of a business already in existence or by transfer
to a new business of any machinery or plant used in a business
which was being carried on in Pakistan at any time before the
commencement of the new business; and

(c) owned by a company fifty per cent of whose shares are
not held by the Federal Government or Provincial Government
or a local authority or which is not controlled by the Federal
Government or a Provincial Government or a local authority:

Provided that the condition laid down in sub-clause (a) shall
not apply to the Hub Power Company Limited [:]

[Provided further the exemption under this clause shall not
apply to oil fired power plants setup between 22 October ,
2002 and 30th June 2006

Income from exports of computer software or IT services or
IT enabled services upto the period ending on 30th day of
June, 2016.
Explanation.- For the purpose of this clause –

(a) “IT Services” include software development, software
maintenance, system integration, web design, web
development, web hosting, and network design, and

(b) “IT enabled services” include inbound or outbound call
centres, medical transcription, remote monitoring, graphics
design, accounting services, HR services, telemedicine centers,
data entry operations, locally produced television programs
and insurance claims processing.]

Any income derived by an individual from transfer of his
membership rights or shares of a stock exchange in Pakistan
along with room in stock exchange to a company at any time
between the first day of July, 2005, and the thirtieth day of
June, 2007.]

Omitted

132.

133.
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In the case of a non-resident O&M Contractor payments,
received in full or in part including a payment by way of an
advance, for the operation and maintenance of a private sector
power project and transmission line projects approved by the
Federal Government shall be deemed to be the income of the
said O&M Contractor and charged to tax at the rate of five per
cent of such payments for a period of three years beginning
with the date of commencement of company's operations
which shall constitute the final discharge of tax liability by the
O&M Contractor under this Ordinance in respect of the said
project.

In the case of consortium of M/s. STFA Construction Company
of Turkey and M/s. JDN of Belgium (hereinafter referred to as
the contractor) all payments received in pursuance of the
contract agreement No. CEN-126/93, made with the Ormara
Naval Harbour Project Board, on the fourteenth day of June,
1993, for the construction of a Naval Harbour at Ormara
(including off-shore and land development works), chargeable
to tax in any assessment year, shall be deemed to be the
income of the contractor and charged to tax at the rate of three
per cent which shall constitute final discharge of contractor's
tax liability under this Ordinance.
 
In respect of remeltable and re rolleable scrap, the tax u/s 148
shall be collected @1% of the value of such goods as increased
by Custom Duty and Sales tax as leviable thereon
 

Omitted

Omitted

 
Tax under section 148 on the following items shall be collected
@ 1% of their import value as increased by customs duty and
sales tax, if any levied thereon:
i. Capital goods;
ii. Cement;
iii. Coal;
iv. Gold;
v. Mobile telephone sets;
vi. Silver;
vii. Sugar;
viii. Wheat;
ix. Raw wood;
x. Trucks in CBU condition having Gross Vehicle Weight
exceeding 5 tons classified under PCT headings 8704.3290
and 8704.9090;
xi. Dump trucks classified under PCT heading 8704;
xii. Buses classified under PCT heading 8702.1090;
xiii. medical, surgical, dental or veterinary machinery/ equipment,
fixtures, fittings, furniture and diagnostic kits not manufactured
locally covered by SRO 575(i)/2006 dated 05.06.2006 under
the Customs Act, 1969;
xiv. equipments relating to call centers not manufactured locally
covered by SRO 575(i)/2006 dated 05.06.2006 under the
Customs Act, 1969;
xv. Disinfectants used in poultry business covered by SRO
567(i)/2006 dated 05.06.2006 under the Customs Act, 1969;

xvi. pre-fabricated structures for poultry farms covered by SRO
567(i)/2006 dated 05.06.2006 under the Customs Act, 1969;

xvii. live stock and raw materials and intermediaries goods as
used in the manufacture of packing material for the packing
of dairy products covered by SRO 567(i)/2006 dated 05.06.2006
under the Customs Act, 1969;
xviii. ripening chambers, hot water treatment plant, vapor hot
treatment plant, modern cold storage, packing machinery,
power generating sets of 10 – 25 KVA and battery operated
fork lift trucks used in horticulture and floriculture business
covered by SRO 575(i)/2006 dated 05.06.2006 under the
Customs Act, 1969;
xix. processing and packing machinery/equipment required
for fish farming covered by SRO 575(i)/2006 dated 05.06.2006
under the Customs Act, 1969;
xx. medicines for cancer, drugs used for kidney dialysis and
kidney transplant, all type of vaccines for Hepatitis, Interferon
and other medicines for Hepatitis, all vaccines/anti-sera, cardiac
medicines, injection anti-D Immunoglobulin, blood bags CPDA.1,
all medicines for HIV/AIDS and all medicines for Thalassemia
covered by SRO 567(i)/2006 dated 05.06.2006 under the

11.

12.
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Services of stitching, dying, printing, embroidery or washing
rendered or provided to an exporter or an export house shall
be treated as export and chargeable to tax at the rate equal
to the rate of tax applicable to the exporter of goods to which
such services laid as specified in Division IV of Part III of the
First Schedule

Customs Act, 1969;
xxi. Broadcasting equipments covered by SRO 575(i)/2006
dated 05.06.2006 under the Customs Act, 1969; xxii. News
print covered by SRO 567
(i)/2006 dated 05.06.2006 under the Customs Act, 1969
“Explanation.- Capital goods mean any plant, machinery,
equipment, spares and accessories, classified in Chapters
84, 85 or any other Chapter of the Pakistan Customs Tariff,
required for,-
(i) the manufacture or production of any goods, and includes
refractory bricks and materials required for setting up a furnace,
catalysts, machine tools, packaging machinery and equipment,
refrigeration equipment, power generating sets and equipment,
instruments for testing, research and development, quality
control, pollution control and the like;
(ii) use in mining, agriculture, fisheries, animal husbandry,
floriculture, horticulture, live stock, dairy and poultry industry;

(iii) service sector as defined in Customs Act, 1969; This clause
shall supercede clause (iv) of SRO.593(I)/91 dated 30th June,
1991.

Tax under section 148 on the following items shall be collected
@ 2% of their import value as increased by customs duty and
sales tax, if any levied thereon:
(i) raw material for steel industry including remeltable; and re-
rollable scrap;
(ii) raw material for manufacturer of poultry feed; and
(iii) stationery.”

Services of sizing, weaving, stitching, dying, printing, embroidery
or washing rendered or provided to an exporter or an export
house shall be treated as export and chargeable to tax at the
rate equal to the rate of tax applicable to the exporter of goods
to which such services laid as specified in Division IV of Part
III of the First Schedule

13H.
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Where the taxable income, in a tax year, of a taxpayer aged
65 years or more on the first day of that tax year does not
exceed [400,000] rupees, his tax liability on such income shall
be reduced by 50%.
(2)-In addition to the reduction specified in sub-clause (1), the
tax payable by a full time teacher or a researcher, employed
in a non profit education or research institution including
government training and research institution duly recognized
by a Board of Education or a University or the [4][Higher
Education Commission], shall be further reduced by an amount
equal to [75]% of the tax payable after the aforesaid reduction.

Where the taxable income, in a tax year, of a taxpayer aged
60 years or more on the first day of that tax year does not
exceed [400,000] rupees, his tax liability on such income shall
be reduced by 50%.
(2)-The tax payable by a full time teacher or a researcher,
employed in a non profit education or research institution duly
recognized by Higher Education Commission, a Board of
Education or a University recognized by the Higher Education
Commission, including government training and research
institution, shall be reduced by an amount equal to 75% of tax
payable on his income from salary.”;

1A.

PART III
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The provisions of section 113, regarding minimum tax, shall
not apply to,-

(i) National Investment (Unit) Trust or a collective investment
scheme authorized or registered under the Non-banking
Finance Companies (Establishment and Regulation) Rule,
2003, or any other company in respect of turnover representing
transactions in shares, or securities listed on a registered stock
exchange;
(ii) petroleum dealers, in so far as they relate to turnover on
account of sale of petroleum and petroleum products,
notwithstanding their status as a company, a registered firm
or an individual, engaged in retail sale of petroleum and
petroleum products through petrol pumps for the purposes of
assessment of their income and determination of tax thereon:
Provided that this exemption shall not apply to the sale of
petroleum and petroleum products through petrol pumps which
are directly operated or managed by companies engaged in
distribution of petroleum and petroleum products.
Explanation.- For the removal of doubt it is declared that the
companies engaged in distribution of petroleum and petroleum
products other than through petrol pumps shall not be entitled
to the benefits of this exemption;
(iii) Hub Power Company Limited so far as they relate to its
receipts on account of sale of electricity;
(iv) Kot Addu Power Company Limited (KAPCO) for the period
it continues to be entitled to exemption under clause (138) of
Part-I of this Schedule;
(v) companies, qualifying for exemption under clause (132) of
Part-I of this Schedule, in respect of receipts from sale of
electricity;
(vi) Provincial Governments and local authorities, qualifying
for exemption under section 49 and other Government or semi-
Government bodies which are otherwise exempt from income
tax:
Provided that nothing shall be construed to authorize any
refund of tax already paid or the collection of any outstanding
demand created under the said section;
(vii) Pakistan Red Crescent Society;
(viii) special purpose, non-profit companies engaged in
scrutinizing the receivables of Provincial Governments or the
companies;
(ix) non-profit organizations approved under clause (36) of
section 2 or clause (58) or included in clause (61) of Part-I of
this Schedule;
(x) a taxpayer who qualifies for exemption under clause (133)
of Part-I of this Schedule, in respect of income from export of
computer software or IT services or IT enabled services;
(xi) a resident person engaged in the business of shipping
who qualifies for application of reduced rate of tax on tonnage
basis as final tax under clause (21) of Part II of the Second
Schedule;
(xii) a venture capital company and venture capital fund which
is exempt under clause (101) of Part-I of this Schedule;
(xiii) a Modaraba registered under the Modaraba Companies
and Modaraba (Floatation and Control) Ordinance, 1980 (XXXI
of 1980);
(xiv) Corporate and Industrial Restructuring Corporation (CIRC);
(xv) a Small Company as defined in section 2; and
(xvi) The corporatized entities of Pakistan Water and Power
Development Authority, so far as they relate to their receipts
on account of sales of electricity, from the date of their creation
upto the date of completion of the process of corporatization
i.e. till the tariff is notified.

The provisions of sections 151 and 233 shall not apply to any
person making payment to National Investment (Unit) Trust or

The provisions of section 113, regarding minimum tax, shall
not apply to,-

(i) National Investment (Unit) Trust or a collective investment
scheme authorized or registered under the Non-banking
Finance Companies (Establishment and Regulation) Rule,
2003, or a real estate investment trust approved and authorized
under the real estate investment trust rules 2006, or any other
company in respect of turnover representing transactions in
shares, or securities listed on a registered stock exchange;
(ii) petroleum dealers, in so far as they relate to turnover on
account of sale of petroleum and petroleum products,
notwithstanding their status as a company, a registered firm
or an individual, engaged in retail sale of petroleum and
petroleum products through petrol pumps for the purposes of
assessment of their income and determination of tax thereon:
Provided that this exemption shall not apply to the sale of
petroleum and petroleum products through petrol pumps which
are directly operated or managed by companies engaged in
distribution of petroleum and petroleum products.
Explanation.- For the removal of doubt it is declared that the
companies engaged in distribution of petroleum and petroleum
products other than through petrol pumps shall not be entitled
to the benefits of this exemption;
(iii) Hub Power Company Limited so far as they relate to its
receipts on account of sale of electricity;
(iv) Kot Addu Power Company Limited (KAPCO) for the period
it continues to be entitled to exemption under clause (138) of
Part-I of this Schedule;
(v) companies, qualifying for exemption under clause (132) of
Part-I of this Schedule, in respect of receipts from sale of
electricity;
(vi) Provincial Governments and local authorities, qualifying
for exemption under section 49 and other Government or semi-
Government bodies which are otherwise exempt from income
tax:
Provided that nothing shall be construed to authorize any
refund of tax already paid or the collection of any outstanding
demand created under the said section;
(vii) Pakistan Red Crescent Society;
(viii) special purpose, non-profit companies engaged in
scrutinizing the receivables of Provincial Governments or the
companies;
(ix) non-profit organizations approved under clause (36) of
section 2 or clause (58) or included in clause (61) of Part-I of
this Schedule;
(x) a taxpayer who qualifies for exemption under clause (133)
of Part-I of this Schedule, in respect of income from export of
computer software or IT services or IT enabled services;
(xi) a resident person engaged in the business of shipping
who qualifies for application of reduced rate of tax on tonnage
basis as final tax under clause (21) of Part II of the Second
Schedule;
(xii) a venture capital company and venture capital fund which
is exempt under clause (101) of Part-I of this Schedule;
(xiii) a Modaraba registered under the Modaraba Companies
and Modaraba (Floatation and Control) Ordinance, 1980 (XXXI
of 1980);
(xiv) Corporate and Industrial Restructuring Corporation (CIRC);
(xv) a Small Company as defined in section 2;
(xvi) The corporatized entities of Pakistan Water and Power
Development Authority, so far as they relate to their receipts
on account of sales of electricity, from the date of their creation
upto the date of completion of the process of corporatization
i.e. till the tariff is notified; and
(xvii) a morabaha bank or a financial institution approved by
the State Bank of Pakistan or the Securities and Exchange
Commission of Pakistan (SECP), as the case may be, for the
purpose of Islamic Banking and Finance in respect of turnover
under a morabaha arrangement.”;

The provisions of sections 151 and 233 shall not apply to any
person making payment to National Investment (Unit) Trust or

11.
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a mutual fund established by the Investment Corporation of
Pakistan or an investment company registered under the
Investment Companies and Investment Advisers Rules 1971
or a unit trust scheme constituted by an Asset Management
Company registered under the Asset Management Companies
Rules, 1995.

The provisions of [sub-section (7) of section 153] shall not
apply in respect of a non-resident person unless he opts for
the presumptive tax regime
Provided that a declaration of option is furnished in writing
within three months of the commencement of the [tax] year
and such declaration shall be irrevocable and shall remain in
force for three years.

The provisions of section 148, regarding withholding tax on
imports, shall not apply in respect of;-
(i) goods or classes of goods imported by contractors and
sub-contractors engaged in the execution of power project
under the agreement between the Islamic Republic of Pakistan
and Hub Power Company Limited;
(ii) such specially equipped motor vehicle or support equipment
imported by a disabled person, as is allowed by the Federal
Government;
(iii) such goods imported into Pakistan as are exempt from
customs duties and sales tax under Headings 9913, 9914 and
9915 of Sub-Chapter III of Chapter 99 of First Schedule the
Customs Act, 1969 (IV of 1969);
(iv) goods imported by direct and indirect exporters covered
under -
(a) Sub-Chapter 4 of Chapter XII of S.R.O. 450(I)/2001 dated
18.06.2001;
(b) Sub-Chapter 6 of Chapter XII of S.R.O. 450(I)/2001 dated
18.06.2001; and
(c) Sub-Chapter 7 of Chapter XII of S.R.O. 450(I)/2001 dated
18.06.2001;
(v) goods specified under Heading 9929, Sub-Chapter VIII of
Chapter 99 of the First Schedule to the Customs Act, 1969
(IV of 1969);
(vi) such mobile telephone sets as are exempt from custom
duty and are charged to sales tax in the manner prescribed
in the Notification No. S.R.O. 390(I)/2001, dated the 18th June,
2001;
(vii) plant, machinery and equipment and parts thereof imported
as are subject to 5% rate of customs-duty under Chapter 84
of the First Schedule to the Customs Act, 1969 (IV of 1969),
or are exempt from customs-duty or subject to a lower rate of
customs-duty under relevant Customs notifications;
(viii) agricultural tractors imported in CBU condition;
(ix) an indirect exporter as defined in the Duty and Tax
Remission for Export Rules, 2001 issued under Notification
No. S.R.O. 85(I)/2001, dated the 21st March 2001;
(x) import of wheat;
(xi) sugar imported in pursuance of Economic Coordination
Committee of the Cabinet’s decision No. ECC 16/2/2005 dated
08.02.2005; and
(xii) import of the following items, namely:-
(a) onions;
(b) potatoes;
(c) tomatoes;
(d) garlic;
(e) halal meat of-
(1) (i) goat; and
(ii) sheep; and
(2) beef; and
(f) live animals (bovine animals i.e. buffalos, cows, sheep,
goats and camels only).

The provisions of sections 148 and 153 shall not apply to
companies operating Trading Houses which-
(i) have paid up capital of exceeding Rs.250 million;
(ii) own fixed assets exceeding Rs.300 million at the close of
the Tax Year;
(iii) maintain computerized records of imports and sales of

a mutual fund established by the Investment Corporation of
Pakistan or an investment company registered under the
Investment Companies and Investment Advisers Rules 1971
or a unit trust scheme constituted by an Asset Management
Company registered under the Asset Management Companies
Rules, 1995, or a real investment trust, approved and authorized
under the Real Estate Investment Trust Rules, 2006, established
and managed by a REIT management company licensed
under the Real Estate Investment Trust Rules, 2006

The provisions of [sub-section (1B) of section 152 shall not
apply in respect of a non-resident person unless he opts for
the presumptive tax regime
Provided that a declaration of option is furnished in writing
within three months of the commencement of the  [tax] year
and such declaration shall be irrevocable and shall remain in
force for three years.

The provisions of section 148, regarding withholding tax on
imports, shall not apply in respect of;-
(i) goods or classes of goods imported by contractors and
sub-contractors engaged in the execution of power project
under the agreement between the Islamic Republic of Pakistan
and Hub Power Company Limited;
(ii) such specially equipped motor vehicle or support equipment
imported by a disabled person, as is allowed by the Federal
Government;
(iii) such goods imported into Pakistan as are exempt from
customs duties and sales tax under Headings 9913, 9914 and
9915 of Sub-Chapter III of Chapter 99 of First Schedule the
Customs Act, 1969 (IV of 1969);
(iv) goods imported by direct and indirect exporters covered
under -
(a) Sub-Chapter 4 of Chapter XII of S.R.O. 450(I)/2001 dated
18.06.2001;
(b) Sub-Chapter 6 of Chapter XII of S.R.O. 450(I)/2001 dated
18.06.2001; and
(c) Sub-Chapter 7 of Chapter XII of S.R.O. 450(I)/2001 dated
18.06.2001;
(v) goods specified under Heading 9929, Sub-Chapter VIII of
Chapter 99 of the First Schedule to the Customs Act, 1969
(IV of 1969);
(vi) Liquified Petroleum Gas (LPG)
(vii) Liquified Natural Gas (LNG)
(viii) agricultural tractors imported in CBU condition;
(ix) an indirect exporter as defined in the Duty and Tax
Remission for Export Rules, 2001 issued under Notification
No. S.R.O. 85(I)/2001, dated the 21st March 2001;
(x) Radio Navigational Aid Apparatus imported for an airport
on or after First January, 2006
(xi) deleted
(xii) import of the following items, namely:-
(a) onions;
(b) potatoes;
(c) tomatoes;
(d) garlic;
(e) halal meat of-
(1) (i) goat; and
(ii) sheep; and
(2) beef; and

(f) live animals (bovine animals i.e. buffalos, cows, sheep,
goats and camels only).
(xiii) deleted
(xiv) deleted

The provisions of sections 113, 148 and 153 shall not apply
to companies operating Trading Houses which-
(i) have paid up capital of exceeding Rs.250 million;
(ii) own fixed assets exceeding Rs.300 million at the close of
the Tax Year;
(iii) maintain computerized records of imports and sales of

41.

56.

57.
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Clause Existing Proposed
No

goods;
(iv) maintain a system for issuance of 100% cash receipts on
sales;
(v) present accounts for tax audit every year; and
(vi) is registered with Sales Tax Department:
Provided that the exemption under this clause shall not be
available if any of the aforementioned conditions are not fulfilled
for a tax year.

Provision of section 148 and 153 shall not apply to fully as
well as partly designed, assembled cypher devices, for use
within country as are verified by NTISB with reference to design
quality and quantity

goods;
(iv) maintain a system for issuance of 100% cash receipts on
sales;
(v) present accounts for tax audit every year; and
(vi) is registered with Sales Tax Department:
Provided that the exemption under this clause shall not be
available if any of the aforementioned conditions are not fulfilled
for a tax year;
Provided further that the exemption from application of section
113 shall be available for the first ten tax years, starting from
the tax year in which the business operations commenced.”

Provision of section 148 and 153 shall not apply to fully as
well as partly designed, assembled cypher devices, for use
within country as are verified by Cabinet Division (NTISB) with
reference to design quality and quantity

60.
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INTRODUCING CONCEPT OF COMMON TAX PAYER IDENTIFICATION NUMBER
• The Bill seeks to introduce the concept of common taxpayer identification

number which is an integral part of the reform process initiated by CBR.
This concept was neither defined earlier in the Sales Tax Act nor in the
Federal Excise Act, accordingly it is defined in both of the Act which means
the Registration no.

INTRODUCING COMPUTERIZED SYSTEM FOR CARRYING OUT THE
PURPOSES OF THE ACT

• The Bill seeks to introduce computerized system for carrying out the purpose
of the Act. For the effective operation and implementation of this concept
section 5AA and 50A has been inserted in the Act, whereby the Board is
authorized to prescribe the use of computerized systems for the purpose
of

• Receipt of application for registration
• Receipt of return
• Receipt of other declarations, informations, particulars required

under the law and Act.
• The Board may notify in the official gazette the registered person or classes

of persons or data which may be receipt through computerized system.
• The  Board is also conferred with the jurisdiction to make the rules for

regulating the submissions of returns or any other informations by the
person required to transmit or receipt through the computerized system
including the following functions:

• Authorization
• Suspension and cancellation of authorization
• Security of the information transmitted or received

• The Bill seeks to define the computerized system as a comprehensive
information technology system for carrying out the purpose of the Act to
be used by the:
• Board, or
• Any other office as may be notified by the Board

INTRODUCTION OF E-INTERMEDIARY AND THEIR APPOINTMENTS
• The Bill also seeks to define e-intermediary in line with the introduction of

computerized system for carrying out the objectives of the Act.
• The CBR is conferred with the powers to appoint a person as e- intermediary

to file electronically returns or other documents through notification in the
official gazette subject to certain conditions, limitations and restrictions
prescribed therein on behalf of the registered person

• The registered person has discretion to authorize such intermediary to file
returns or documents electronically

• Return filed by the authorized e-intermediary shall be treated to be filed by
the registered person.

• Where any act or deed is required under the Act to be done by the registered
person and that has been done by the authorized e-intermediary shall be

5A

SALES TAX LAW

SECTION

5AA, 50A

2(9)(a), 52A
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treated to have been done with the consent and knowledge of the registered
person and the registered person shall be liable for the act of authorized
e-intermediary

• Where the authorized e-intermediary submit any returns or documents
knowing to be false to avoid payment of tax or illegal claim of tax credit of
refund, he shall be jointly and severally liable for such act/evasion.

• The Board is also authorized to conduct and regulate the transaction of
business through authorized e-intermediary by notification in the official
gazette including their appointment, suspension or cancellation of their
appointment etc.

EXCISE DUTY DEEMED TO BE TREATED AS SALES TAX PAYABLE UNDER
THE SALES TAX ACT

• The Bill seeks to substitute clause (d) of sub section 14 of section 2, where
by the duties of excise on the excisable goods and excisable services under
the 2nd schedule and notified by the Federal Govt. under section 7 of the
Federal Excise Act shall be treated as tax payable u/s 3 of Sales tax Act,
1990

INCORPORATION OF SALES TAX ACCOUNT IN THE LIST OF RECORD TO
BE MAINTAINED BY REGISTERED PERSON

• The Bill seeks to define and incorporate Sales tax account in the list of
record required to be kept by the registered person under the Sales tax Act
and Rules framed there under.

• The Sales tax account has been defined as an account representing the
double entry record of transactions.

• Earlier sales tax record is maintained on single entry system and after this
amendment registered person is required to maintain sales tax record on
double entry system basis.

• The revenue authority could easily examine the payments, receipts,
receivables, payables and other accounts related to sales tax transactions,
which currently are not made available to the revenue authority due to
omission in the law.

BROADENING THE SCOPE OF SUPPLY AND SALES TAX NET
• The Bill seeks to include financial and operating lease within the ambit of

supply, therefore the word “financial or operating lease” which had been
excluded from the definition of supply now has been made part of the
definition of supply and will be chargeable to sales tax.

GRANTING THE POWER TO BOARD FOR FIXING THE VALUE OF IMPORTED GOODS
• The Bill seeks to substitute the first and second proviso of section 2(46)

whereby CBR was authorized to fix the value of taxable supply for the
purpose of sales tax, whereas now the CBR is authorized to fix the value
of taxable supplies as well as of imported goods or class of goods and for
that purposes can fix different values for different classes or descriptions
of same types of imported goods or supplies.

• Where the value of goods fixed by the Board is less than the value at which
the goods are imported or supply is made by the registered person, the
value of such goods shall be unless otherwise directed by the Board shall

2(29A), 22

SECTION

2(33)

2(46)

2(14)(d)
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be the value at which the goods are imported or supply is made.
• The practice of minimum value addition has been exercised by the CBR

for the earlier years and this amendment is in line with that practice.

REMOVAL OF ANOMALY IN THE DEFINITION OF WHOLESALE
• The Bill seeks to amend the definition of Wholesale to remove the anomalies

whereby, a person whose income is not liable to tax under Income tax
Ordinance but has deducted tax at source u/s 153 of the Ordinance was
included on the definition of wholesaler, now the person who deducts the
Income tax at source under the Ordinance shall also be included in the
definition of Wholesaler, whether his income is liable to tax or not under
the Ordinance

DISALLOWING INPUT TAX IN CASE TAX NOT DEPOSITED IN THE GOVT. TREASURY
• The Bill seeks to insert clause (ca) in sub section 1 of section 8, whereby

the input tax claimed shall not be allowed unless such sales tax has been
deposited in the Govt. treasury by the respective supplier.

• This amendment is introduced to prevent the fake and flying invoices and
safe guard the revenue of the State.

• Refund shall also not be made unless sales tax has already been paid to
the exchequer.

INTRODUCING CONCEPT OF JOINT AND SEVERAL LIABILITY OF ALL THE PERSON
INVOLVED IN THE SUPPLY CHAIN

• The Bill seeks to enact a new provision in the Sales tax Act by enacting
section 8A whereby, all the persons involved in the supply shall be jointly
and severally liable in respect of tax payable regarding that supply, previous
supply or subsequent supply if remained unpaid due to fake or flying invoice
or other fraudulent schemes.

• This amendment is also made to protect and prevent the evasion of Sales
tax revenue and to hold all the person in supply chain responsible for
misappropriated Govt. revenue.

BROADENING AND SIMPLIFYING THE SCOPE OF REFUND
• The Bill seeks to remove the restriction of claim of refund related to zero

rated supplies, thus enlarging the scope of refund which shall be available
on all input incurred shall be refunded not later than 30 days of filing the
return, subject to conditions specified by CBR.

• New refund rules has also been issued envisaging minimum documentation,
simplified procedures, centralized disbursements and on line payment of
refund, further provision for on line submission of refund claim have also
been made thereby minimising tax payer interface and normal scrutiny in
respect of verifiable inputs.

RECOVERY OF SHORT PAID TAX WITHOUT SHOW CAUSE NOTICE
• The Bill proposes to substitute section 11A and whereby the revenue

authority is empowered to recover short tax paid alongwith default surcharge
from the person by stopping removal of goods from its business and
attachment of business bank accounts.

2(47)

SECTION

8

8A

10

11AA
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• The recovery action of wilfully short paid tax could be initiated without prior
show cause notice.

• The stoppage of removal of goods and attachment of business accounts
for recovery of wilful short paid tax shall not affect recovery mode and
measures provided u/s 48 of the Act or Rules made there under.

• However, Show cause notice shall be mandatory for imposing penalty u/s
33 of the Act in respect of amount of tax short paid calculated by comparing
the amount of sale tax payable shown in the return and the amount of sales
tax actually paid.

EXEMPT PERSON NEED NOT TO GET VOLUNTARY REGISTRATION
• The Bill seeks to omit sub section 4 of section 14 by virtue of which any

person entitled to exemption can waive off exemption right and can register
himself under the Sales Tax Act, he could also opted to pay tax at the rate
applicable to such supply under the law and such person could not be
deregistered thereafter till the expiry of two years from the date of his
voluntary registration.

• After the proposed amendment the person exempt from the sales tax
provisions are neither could opt for registration nor otherwise required to
register under the law.

INTRODUCTION OF FILING QUARTERLY AND ANNUAL RETURNS MANUAL AS
WELL AS THROUGH E-FILING

• The Bill seeks to omit the word “Monthly” from the marginal note of section
26 due to introduction of new concept of quarterly and annual returns.

• The word “bank” employed in sub section 1 of section 26 has been omitted
due to the reason that return could be filed directly to the Collectorate or
through e-filing.

• The Board is empowered to require any person or class of persons to
submit return electronically on quarterly and annual basis through notification
in the official gazette.

• The returns filed electronically shall be treated to have been validly filed
for the purpose of sub section 1 of section 26.

• CBR shall make the rules for filing, determining eligibility of data, appointment
of intermediary and transmission of the same under the digital signature.

IMPOSING RESTRICTION ON FILING OF REVISED RETURN
• The Bill seeks to substitute sub section 3 of section 26 and enact a new

sub section 3 whereby following three conditions are imposed for filing
revised return;

• Existence of any omission or wrong declaration in the original
returns

• Seeking prior approval of Collector of Sales Tax having
jurisdiction over the case

• Filing of revised return with in 90 days from the date of filing
of original return under sub section 1 or 2 of section 26.

AUDIT OF REFUNDS BY FIRM OF CHARTERED ACCOUNTANTS
• The Bill seeks to confer power on the Board to exercise through notification

14(4)

SECTION

26

26(3)

32A
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in the official gazette to appoint firm of Chartered Accountants as defined in
the Chartered Accountants Ordinance, 1961 to conduct audit of refunds claims.

• The proposed amendment will expedite the disposal of refund applications
and will also save the time and cost of the refund claimants.

• The amendment also protect and save guard the State revenue as the
refund application shall be  scrutinized and examined by the highly qualified
professionals and only the genuine and bonafide refund claims shall be
determined.

33

SECTION

IMPOSITION OF PENALTY
• The Bill seeks to propose the following new penalties

PENALTY (Rs.)

25,000/-

Twice of penalty

25,000/- or 100% of
tax involved which
ever is higher,
further
imprisonment  for a
term of one year or
with fine equal to the
loss of tax involved
or both

OFFENCE

Non filing of summary of sale and
purchase invoices

Repetition of offence

Any person who knowingly or dishonestly:
• access to computerized system to gain

benefit without authority
• unauthorizedly disclose, publish etc.

information obtained from computerized
system.

• falsify record or information stored in
computerized system.

• damages or impair computerized
system.

• damages, impair, duplicate tape/disk
or other media from computerized
system.

• unauthorizedly use, unique, user
identifier of other registerd person for
transmission of information to
computerized system.

• Not comply with or contra verse of any
condition prescribed for security.

SECTION

26(5)

General

50A

POWER TO CALL DOCUMENTS, INFORMATION OR RECORD FROM THE
REGISTERED PERSON

• The Bill seeks to confer jurisdiction on an officer not below the rank of Dy.
Collector of Sales tax by issuing notice in writing to call from the registered
person Sales Tax record who shall

• Produce documents, records to the Sales Tax officer necessary
for audit inquiry or investigation

• Allowed to take extract or copy of such record
• Appear for question answering relating to audit investigation

or inquiry.
• The above officer conducting audit inquiry or investigation may by notice

in writing call any record or document from any person, department,
company or organization which he considers necessary for that purpose.

• The Board is also authorized to issue a notice in writing for calling information,

38B
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data, record from any person, department or organization for the purpose
of framing policies or administration of Income Tax, Custom, Sales Tax or
Federal Excise laws.

• Such persons shall be obliged to furnish requisitioned information to the
Board or officers within the time specified in the notice.

ABOLISHING THE SEARCH WITHOUT SEARCH WARRANT
• The Bill seeks to abolish section 40A of the Sales tax Act, which authorize

the authority to carry out search without warrant in emergent cases.
• After the withdrawal of said section no search could be conducted without

obtaining search warrant fro the Magistrate.
• The proposed amendment would also suppress the misuse of power by

the revenue authority and also is in line with the pronouncement of the
Supreme Court of Pakistan.

EXTENSION OF TIME FOR ADJUDICATION OF PENDING MATTERS
• The proposed amendment seeks to extend the time for adjudication of

pending matters on 30th day of June, 2006 upto 31st December, 2006.
• The amendment shall be retrospective in nature as the phrase “shall be

deemed always to have been extended” has been implied on the proposed
amendment.

• The proposed amendment may also expose to reopen the time barred
cases under sub section 4 of section 11 and sub section 3 of section 36.

• The proposed amendment also seeks that the amendment shall not be
effected by any decision or judgment of any forum, authority or courts on
the issue of limitation.

WITHDRAWAL OF CONDITION FOR DEPOSIT OF 15% OF PRINCIPAL FOR FILING
OF APPEAL

• The Bill proposes to abolish condition of deposit of 15% of principal amount
of tax for filing of appeal.

• The withdrawal of condition is in line with the judgment of the High Court
declaring such condition un Islamic and depriving the aggrieved person
from seeking justice.

ADDITIONAL COLLECTOR ENTITLED TO PREFER APPEAL TO THE APPELLAT
TRIBUNAL

• The proposed amendment seeks to substitute the word “ Sales Tax
department” with the word “An officer of sales tax not below the rank of
Additional Collector” for the purpose of filing of appeal to the appellate
Tribunal

EMPOWERING ADDITIONAL COLLECTOR TO PREFER APPLICATION FOR
REFERENCE TO HIGH COURT

• The Bill seeks to withdraw the power vested with the Dy. Collector for filing
reference to the High Court and confer to the Additional Collector authorized
by the Collector.

• The consequential amendment is also proposed in sub section 7 and 10
of section 47 to synchronize with the proposed amendment.

• The Bill also propose to legalize the appeal or reference filed by any officer

40A

SECTION

45

45B

46

47
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lower than the rank of Collector with the approval of the Collector and such
appeal is pending before the Appellate forum or Court shall always be
deemed to have been filed by the Collector.

• This amendment is also proposed to nullify the effect of judgment of Supreme
Court of Pakistan in case of M/s Al-Faiz Industries (Pvt.) Ltd. reported 2006
SCMR 129

BROADENING THE SCOPE OF ADR
• The Bill seeks to rationalize the provision of section 47A and inline with the

amendment made in Income Tax law, Customs and Federal Excise dealing
with Alternative Dispute Resolution by substituting the word “Alternate” with
the word “Alternative”.

• The Bill also seeks to bring expressly the matters pending before the
appellate authority and High Courts in the ambit of ADR.

• The Board is empowered to constitute committee of the specified persons
for resolution of disputes

• The registered person shall be entitled to make the payment in accordance
with the order passed by the Board under the scheme of ADR and the
same shall be submitted to the Appellate authority for consideration or
appropriate order.

AMENDMENTS IN THIRD SCHEDULE
• The following new taxable supplies have been added in the Third Schedule

which shall be chargeable to sales Tax @15% of the retail price printed,
embossed by the manufacturer on the articles, packets etc, in term of sub
section 2 of section 3;

• Toilet paper and tissue paper 4818.1000 and 4818.2000
• Spices sold in retail packing bearing brand names and trade

marks 09.04, 09.06, 09.08 and 09.10
• Electric bulbs including energy saving lamps and fluorescent

tube lights 85.39
• Snacks including potato chips sold in retail packing19.05 and

20.05
• Shoe polish and shoe cream 3405.1010

• The Bill seeks to omit foot ware from the ambit of Third Schedule therefore
it shall not be chargeable to Sales Tax on the basis of retail price but on
the regular scheme of Sales tax u/s 3(1).

47A

SECTION
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AMENDMENTS IN SIXTH SCHEDULE FOR BROADNING THE SCOPE OF TAX
• The Bill seeks to withdraw exemptions given to the following items in terms

of section 13(1) read with Sixth Schedule;

SECTION

0401.1000, 0401.2000,
0401.3000,
0402.1000, 0402.2100
and 0402.9100.
 
0401.1000, 0401.2000,
0401.3000,
0402.1000, 0402.2100,
0402.2900,
0402.9100 and 0402.9900

0403.1000

0404.1010 and 0404.1090

0405.1000

0405.9000
 
0406.1010, 0406.2000,
0406.3000,
0406.4000 and 0406.9000

8471.1000, 8471.3010,
8471.3020,
8471.3090, 8471.4110,
8471.4190,
8471.4910, 8471.4990,
8471.5000,
8471.6010, 8471.6020,
8471.6030,
8471.6040, 8471.6050,
8471.6061,
8471.6069, 8471.6071,
8471.6079,
8471.6080, 8471.6090,
8471.7010,
8471.7020, 8471.7030,
8471.7040,
8471.7050, 8471.7090,
8471.8010,
8471.8020, 8471.8030,
8471.8040,
8471.8050, 8471.8060,
8471.8090,
8471.9010, 8471.9020,
8471.9090,
8473.3010, 8473.3020,
8473.3030
and 8473.3090

• The bill also seeks to substitute entry 43 of sixth schedule dealing with aircraft of
unlaiden weight exceeding 8,000 kg. excluding those for recreational or pleasure
purposes. Under the newly inserted entry all types of aircraft shall be entitled to
exemption even meant for recreational or pleasure purposes. This amendment will
facilitate only to high class of the society to enjoy recreation and pleasure.

4.

5.

6.

7.

8.

9.

10.

40.

Fresh, liquid and dried milk without addition of sugar
or any other sweetening matter whether packed or not.

Cream excluding those packaged and sold under brand
name or trademark.

Plain yogurt excluding packaged or sold under
trademark or brand name.

Whey excluding packaged or sold under brand names
or trademarks.

Butter not sold under brand names or trademarks.
Desi ghee derived from milk.

Desi ghee derived from milk.

Cheese excluding packaged or sold under brand names
or trademarks.

Computer hardware including laptops, notebooks, PCs
mainframe and other peripheral units and parts thereof.
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SUBJECTSRO #

S.R.O. 523(I)/2006 Rescinding of SRO 338 (1)/2002

S.R.O. 524(I)/2006 Designated branches of NBP

S.R.O. 525(I)/2006 Zero-Rating of five export oriented sectors

S.R.O. 526(I)/2006 Zero-Rating of Electrical Energy-KESC

S.R.O. 527(I)/2006 Zero-Rating of Electrical Energy-LESCO

S.R.O. 528(I)/2006 Zero-Rating of Electrical Energy-FESCO

S.R.O. 529(I)/2006 Zero-Rating of Electrical Energy-MEPCO

S.R.O. 530(I)/2006 Zero-Rating of Electrical Energy-GEPCO

S.R.O. 531(I)/2006 Zero-Rating of Electrical Energy-HESCO

S.R.O. 532(I)/2006 Zero-Rating of Electrical Energy-IESCO

S.R.O. 533(I)/2006 Zero-Rating of Electrical Energy-PESCO

S.R.O. 534(I)/2006 Zero-Rating of Electrical Energy-LIEDA

S.R.O. 535(I)/2006 Zero-Rating of Natural Gas-SSGCL

S.R.O. 536(I)/2006 Zero-Rating of Natural Gas-SNGPL

S.R.O. 537(I)/2006 Zero-Rating of Natural Gas for Captive Power Units- SSGCL

S.R.O. 538(I)/2006 Zero-Rating of Natural Gas for Captive Power Units-SNGPL

S.R.O. 539(I)/2006 Appointment of Chartered Accountants for Special Audits

S.R.O. 540(I)/2006 Appointment of functionaries of ADRC

S.R.O. 541(I)/2006 Extent of Exemption from Sales tax & CD on Cell phones

S.R.O. 542(I)/2006 Exemption of sales tax on agricultural machinery

S.R.O. 543(I)/2006 Filing of Monthly Statement of Production Data

S.R.O. 544(I)/2006 Fixation of value of supply of locally produced Coal

S.R.O. 545(I)/2006 Retail Price Taxation of imported Cigarettes

S.R.O. 546(I)/2006 Rescinding of SRO 511(I)/1997 & 497(I)/2004

S.R.O. 547(I)/2006 Rescinding of SRO 77(I)/2005 & 525(I)/2005

S.R.O. 548(I)/2006 Zero Rating of Dairy, Stationery Products & Trucks

S.R.O. 549(I)/2006 In-admissibility of input against coal supply

S.R.O. 550(I)/2006 Services on which F.E.Duty shall be levied in VAT Mode.

(Advertising, Facilities for travel, Carriage of goods by air, Shipping agents,

Telecommunication services)

S.R.O. 551(I)/2006 Zero Rating of Compost

S.R.O. 552(I)/2006 Exemption of sales tax on dried milk

S.R.O. 553(I)/2006 Fixation of value addition of 30% on imported Pesticides

S.R.O. 554(I)/2006 Rescinding of SRO 575(I)/2005 dt.31.08.2002

HILIGHTS OF SRO’S



43

MANSHA MOHSIN
D O S S A N I
K H A N  &  C O .
Chartered Accountants

SUBJECTSRO #

S.R.O. 555(I)/2006 Sales Tax Rules, 2006.

S.R.O. 556(I)/2006 Appointment of officers of LTUs

S.R.O. 557(I)/2006 Units falling under LTU, Karachi

S.R.O. 558(I)/2006 Units falling under LTU, Lahore

S.R.O. 559(I)/2006 Submission of Monthly Invoice Summary

S.R.O. 560(I)/2006 Sales Tax Special Procedures Rules, 2006.

S.R.O. 563(I)/2006 Fixation of Crystalline Sugar value at import stage

S.R.O. 564(I)/2006 Fixation of Crystalline Sugar value on local supply

SALES TAX RULES, 2006 (snapshots)

REGISTRATION, COMPULSORY REGISTRATION AND DE-REGISTRATION
• The following persons engaged in making of taxable supplies in Pakistan (including zero-rated supplies)

are required to be registered in the manner specified in this chapter, namely:-
• a manufacturer whose annual turnover from taxable supplies, made in any tax period during the last

twelve months exceeds five million rupees;
• a retailer whose value of supplies, in any period during the last twelve months exceeds five million

rupees;
• an importer;
• a wholesaler (including dealer) and distributor; and
• a person required, under any other Federal law or Provincial law, to be registered for the purpose of

any duty or tax collected or paid as if it were a levy of sales tax to be collected under the Act

FILING OF ANNUAL SALES TAX RETURN
• Every registered person, being a private or public limited company, shall file annual sales tax return, in the

form as set out in STR- 10, for a financial year by the 30th September of the following financial year, with
the Collector having jurisdiction.

ELECTRONIC FILING OF SALES TAX RETURN
• The registered persons, as noted below, instead of filing paper copies of the return as stipulated hereinbefore,

shall file returns electronically, in the manner described hereinafter:
• the registered persons falling in the jurisdiction of the Large Taxpayers Units, Karachi and Lahore; and
• the private and public limited companies registered in other Collectorates of Sales Tax.

• Provided that a registered person, other than those mentioned above, may also opt for electronic filing of
sales tax return in the same manner.

FILING OF REFUND CLAIM
• Monthly sales tax return filed by a claimant shall be treated as a refund claim once all the supportive

documents including the requisite data in the format or software (RCPS), has been received.

REFUND OF EXCESS INPUT TAX
• A registered person claiming refund of excess input mentioned in the adjustment advice and which could

not be consumed or adjusted within the stipulated time, shall furnish copy of relevant adjustment advice(s)
and a consolidated month-wise stock statement in respect of taxable inputs for the last three months through
the specified format.

• Refund of such excess input tax shall be sanctioned only to the extent of amount validated by the RRAS.
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INTRODUCTION OF AUDIT FOR THE PURPOSE OF CUSTOM DUTY
• The Bill proposes to insert sub section (bba) of section 2, substituting

section 26 and inserting new section 26A and section 26B.
• The Bill define the audit as examination of books record, stock, inventory

of goods relating to import, export and other business activities of the
person in order to ascertain their liability of duties and taxes and compliance
of relevant law.

• The Bill also make it mandatory for any person to whom notice in writing
is served by the appropriate Custom officer for furnishing of information
relating to import, export, purchases, storage,  shall submit all such records
information and books for the purpose of audit, inquiry or investigation
under the Act.

• Custom officer shall also be allowed to take extract or copy of the documents
and such person shall also be bound to answer all the question put on him
regarding such record, documents etc.

• The appropriate Custom officer shall also be authorized u/s 26 to call for
any information from any person, company, department or organization for
the purpose of audit, investigation or inquiry.

• The appropriate officer of Custom is empowered to conduct the audit in
accordance with the rules framed by the Board.

• The appropriate Custom officer for the purpose of audit, inquiry or investigation
or to ascertain correctness of declaration, determination of duties, taxes,
surcharge, fine penalties or compliance of law may serve a reasonable
notice for production of required record for examination within a period
specified in the notice.

• The appropriate officer is also authorized to summon by giving notice and
allowing reasonable time who have imported, exported, transported or
stored goods in bonded warehouse or filed goods declaration draw back
or refund claims or to any officer, employee or agent of such person and
also to any person having possession, custody or care for record and
documents to appear before him within a reasonable time and to produce
required record and give testimony under oath.

• The Appropriate Custom Officer is also empowered to visit to the business
premises after giving notice in writing specifying the date of visit to any
person of his business or manufacturing premises, registered office or any
place where any goods, stock, documents relating to on going audit are
kept.

• The appropriate Custom officer can also inspect the record, goods,
documents, nature of source of funds and assets and any record required
to be maintained under Federal or Provincial law.

• Such Officer also authorized to take into custody the record, document as
deemed fit after signing receipt, subject to certain conditions prescribed
therein.

2(bba), 26, 26A, 26B

CUSTOMS LAW

SECTION
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DEFINING THE WORD DOCUMENT AND GOODS DECLARATION
• The Bill proposes to define the word documents in line with the introduction

of concept of audit and substituting the word “Bill of Entry and Bill of export”
with “goods declaration” through out the Act.

• The “Goods Declaration” has been redefined to mean goods declaration
filed u/s 79,104,131,139 or 144 and includes a goods declaration electronically
filed.

• The term “Document” means a goods declaration application for claim of
refund, duty draw backs or repayment of duty, import or export, general
manifest, packing list, commercial invoice etc. and also includes information
recorded transmitted, stored, label marking, map plan, graphs, photograph
films, negative tapes other devices.

DEFINING OF ELECTRONICALLY DUTY DRAWBACK FILING AND PAYMENT
SYSTEM

• The Bill also seeks to define electronic duty draw back filing and payment
system in line with the introduction of computerized system and filing of
goods declaration electronically and through authorized e-intermediary.

• The word has not been actually been defined but means, electronic duty
drawback filing and payment system as specified by the rules.

EXTENDING THE SCOPE OF ARREARS
• The Bill seeks to omit word “outstanding” placed before the word arrear in

sub section (w) of section 2 and add “any other amount” in the ambit of
arrears in addition to duty, surcharge, fine or penalty already available
therein.

LEVY OF SURCHARGE
• The Bill seeks to levy surcharge @ 1.5% per month of the total amount of

arrears if a person fails to pay the arrears within prescribed time.
• The surcharge levied above shall be in addition to the arrears.
• The “Surcharge” has been defined as an amount or charge required to be

paid u/s 21a, 83, 86, 98 and 202a.
• The surcharge shall be calculated from the due date on which arrear was

required to be paid to the date preceding the date on which same was
actually paid

ENHANCEMENT OF POWERS AND DUTIES OF CUSTOMS OFFICERS
• The Bill seeks to enhance the power and duties of the Custom Officers by

conferring the power and duties to be exercised provided by the rules as
well. Earlier the Custom Authorities were empowered to exercise the power
and duties conferred by the Act only.

LEVY OF ADDITIONAL DUTY
• The Bill seeks to grant jurisdiction to Federal Govt. to levy additional Custom

Duty on all or any of the goods specified in first schedule at the rate not
exceeding 75% of the value of goods determined u/s 25, through notification
in the official gazette.

2(kka)

SECTION

2(w)

2(z)

4

2(kkb)

18
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• The above additional duty shall be in addition to the duty imposed under
sub section 1 or 3 of section 18 or under any other law for the time being
enforce.

• The notification shall be effective from the date specified therein irrespective
of the date of publication of such notification.

LEVY OF SURCHARGE ON THE DEFERMENT OF CUSTOM DUTY
• A surcharge shall be levied where deferment of Custom Duty is allowed by

the Board at the rate not exceeding 15% p.a. payable on the deferred
amount from the date and in the manner and rules as prescribed by the
Board.

POWER TO DETERMINE CUSTOM VALUE
• The Bill seeks to empower the Collector Customs on his own motion or the

Director of Custom Valuation on a reference made to him by any person
to determine the custom value of any goods imported into or exported
outside Pakistan in accordance with the scheme and sequential order
mentioned in section 25.

• The above custom value shall be taken into account for the purpose of
assessment of custom value of the relevant imported or exported goods.

• Where there is a conflict in determining the custom value the Director
General Custom Valuation shall be entitled to determine the custom value.

LIMIT ON THE POWER OF CUSTOM AUTHORITY TO TAKE OVER IMPORTED
GOODS

• The Bill seeks to limit a condition of approval of Board for taking over
imported goods by the Assistant Collector for the purpose of  sale against
offer from third party, where declared value is not actual transaction value
subject to other conditions and limitations provided in section 25C.

BROADENING THE SCOPE OF FALSE STATEMENT, ERRORS FOR THE
PURPOSE OF PREVENTION OF EVASION OF CUSTOM DUTY

• The Bill seeks to enlarge the scope of term “false statement and error” for
the purpose of prevention of evasion of custom duty and safeguard of
revenues. Accordingly the word “any amount payable by him under the Act”
has been inserted in place of “duty payable by him”.

• After the amendment the invoking of section 32 shall not be limited to the
amount of custom duty payable by the importer or exporters but shall be
extended to any amount payable by him under the Act.

ENHANCING THE TIME AND ALLOWING LOADING AND DISCHARGING ROUND
THE CLOCK WHERE COMPUTERIZED SYSTEM IN OPERATION

• The Bill seeks to enhance the time for loading and discharge of goods and
allow the loading and discharge of goods round the clock and on all days
subject to the condition that Custom computerized system is in operation.

PRESCRIBING TIME LIMIT FOR ENTRY FOR HOME CONSUMPTION OR
WAREHOUSING

21A

SECTION

25A

25C

32

65

79
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• The Bill seeks that the owner of imported goods is required to make entry
of such goods within ten days of arrival of those goods for home consumption,
warehousing or for ant other approved purposes.

• Entry could be made by filing true declaration of good ingrowth complete
and correct particulars supported by commercial invoice and other import
related documents in accordance with the rule and form prescribed by the
Board.

• Owner is also required to assess and pay his liability of duties, taxes and
others.

• Owner is also entitled to examine his goods before filing of entry and correct
particulars of goods if inspection request is tendered to the custom authority
and permitted by the authority after examining the case.

• Entry shall not be filed prior to 10 days of the expected time of arrival of
vessel.

DEEMED ORDER U/S 179 WHERE REQUEST FOR  CLEARANCE BY THE
IMPORTER IS NOT ALLOWED

• The Bill seeks to insert sub section 6 in section 80 whereby the request
made by importer for clearance is not allowed by the officer of Customs
not below the rank of Assistant Collector an assessment or decision made
u/s 80 shall for the purpose of section 193 be deemed to be order u/s 79.

POWER TO ALLOW IMPORT OR EXPORT ON EXECUTION OF BOND IN
CERTAIN CASES

• The Bill seeks to grant power to an office of Customs not below the rank
of Assistant Collector to allow the import and export of goods on execution
of bonds and on providing surety or security and subject to such conditions
and limitations imposed by the authority and within the stipulated time.

• The referred Customs officer shall cancel the bond as discharge in full and
shall deliver it to the person who had executed and entitled to receive it
provided the condition agreed upon are fulfilled within the stipulated time
and such person shall not be liable to any penalty under this Act or under
any other law.

• In case of failure to fulfil the stipulated conditions within the specified time,
the referred Customs officer is entitled to enforce the bond in addition to
the other action available under the law.

CURTAILMENT OF TIME FOR CLEARANCE OF GOODS FROM 30 DAYS TO
20 DAYS

• The Bill seeks to curtail the period of 30 days to 20 days for clearance of
goods from the port after unloading of goods.

• The goods not cleared, warehoused, transshipped or exported or removed
from the port with in 20 days shall be auctioned in accordance with the
rules, conditions, restrictions and limitations prescribed therein.

INTRODUCING ELECTRONIC EXCHANGE OF INFORMATION AND
AUTHENTICATION THROUGH CUSTOM COMPUTERIZED SYSTEM

• The Bill propose to recognize any declaration, document, record, accounts,

SECTION

80(6)

81A

82

155Q
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notice, order, payments, authorization, information received , delivered or
provided by the custom authority shall be deemed to have been delivered,
provided or done under the Act through electronically through the custom
computerized system.

• This amendment is in line with the amendment made in Income tax, Excise
and Sales tax law and to expedite the process and to save the time and
cost of both tax payer and Revenue.

CORRECTION OF CLERICAL ERROR
• The Bill seeks to correct clerical errors committed in communicating the

data electronically and the Collector of Customs is authorized in this respect
to direct for correction of errors subject to the condition that no person shall
alter any data in the custom computerized system.

IMPOSITION OF NEW PENALTIES
• The Bill seeks to impose the following new penalties for violation of provision

of Customs Act.

155R

SECTION

156R

If a person contravenes any
provisions of section 26,
26A,26B

If the goods declaration is not
filed within the prescribed period
of ten days

If any person commits an
offence under section 211

Such person shall be liable to a
penalty not exceeding one
mil l ion rupees and upon
conviction before a special
judge, to imprisonment for a
term not exceeding one year or
both.

The owner of such goods shall
be liable to a penalty not
exceeding one hundred
thousand rupees.

Such person shall be liable to a
penalty not exceeding one
million rupees

26(1) and
26(4), 26A,
26B

79

96

ADJUSTMENT OF POWER OF ADJUDICATION
• The Bill seeks to adjust the power of adjudication authority regarding

confiscation of goods or imposition of penalty under the Act in terms of
amount of duty and other taxes involved.

CUSTOM AUTHORITIES LIMIT
Additional Collector Without limit
Deputy Collector Not exceeding Rs. 500,000/-
Assistant Collector Not exceeding Rs. 250,000/-

• The above power limits shall not be applicable to the conveyance.
• The CBR is authorized to fix or vary the power of all the Custom Officers

irrespective of their territorial jurisdiction.

179
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EXTENSION OF TIME FOR ADJUDICATING OF PENDING MATTER
• The proposed amendment seeks to extend the time for adjudication of

pending matters on 30th day of June, 2006 upto 31st December, 2006.
• The amendment shall be retrospective in nature as the phrase “shall be

deemed always to have been extended” has been implied on the proposed
amendment.

• The proposed amendment may also expose to reopen the time barred
cases for whatever reasons.

• The proposed amendment also seeks that the amendment shall not be
effected by any decision or judgment of any forum, authority or courts on
the issue of limitation.

BROADENING THE SCOPE OF ADR
• The Bill seeks to rationalize the provision of section 195C and inline with

the amendment made in Income Tax law, Sales tax and Federal Excise
dealing with Alternative Dispute Resolution by substituting the word “Alternate”
with the word “Alternative”.

• The Bill also seeks to bring expressly the matters pending before the
appellate authority and High Courts in the ambit of ADR.

• The Board is empowered to constitute committee of the specified persons
for resolution of disputes.

• The Bill also provides that the Constituted committee shall make
recommendations within 45 days of its constitution in respect of resolution
of dispute as it may deem fit and this stipulated period may be extended
by the Board for another 45 days on the request of the Committee.

• The registered person shall be entitled to make the payment in accordance
with the order passed by the Board under the scheme of ADR and the
same shall be submitted to the Appellate authority for consideration or
appropriate order.

ALLOWING ADDITIONAL COLLECTOR AUTHORIZED BY THE COLLECTOR
TO APPEAL TO THE HIGH COURT

• The Bill seeks to withdraw the power vested with the Collector for filing
appeal to the High Court and confer to the Additional Collector authorized
by the Collector.

• The consequential amendment is also proposed in sub sections of section
196 to synchronize with the proposed amendment.

• The Bill also propose to legalize the appeal or reference filed by any officer
lower than the rank of Collector with the approval of the Collector and such
appeal is pending before the Appellate forum or Court shall always be
deemed to have been filed by the Collector.

• This amendment is also proposed to nullify the effect of judgment of Supreme
Court of Pakistan in case of M/s Al-Faiz Industries (Pvt.) Ltd. reported 2006
SCMR 129

MAINTENANCE AND RETENTION OF RECORD
• The Bill seeks to provide mandatory provisions for maintenance of record

relating to international trade and business transactions required to be

179

SECTION

195C

196

221
221A
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carried out under the Act by the following;
• Importers,
• Exporters,
• Claimant of duty drawback, refunds or any notified concessions,
• Terminal operators,
• Owner of warehouses,
• Custom agents and
• Licensed custom bonded carriers,

• The prescribed record shall be maintained by the above persons for such
period of not less than 3 years in such form and manners as notified by the
CBR.

• The above provisions shall not be applicable to the following;
• baggage’s of the passengers,
• baggage’s of the crew of the conveyance and
• recipient of gifts.

ACCESS TO THE PREMISES AND RECORD BY THE OFFICERS OF CUSTOM
• The Bill seeks to provide jurisdiction and power to the appropriate officer

of the custom to visit any business or manufacturing place where any raw
material , components accessories etc. imported at notified reduced rate
of duties, taxes or manufactured process are stored.

• He is also authorized to inspect the goods, stock documents and data by
virtue of proposed amendment.

• He is also authorized to take stock of goods imported, manufactured, stored
and quantity thereof.

• The above section cannot be invoked unless a written notice is given to the
concerned person.

SECTION

SUBJECT

211A

SRO #

S.R.O. 565 (I)/2006 Concessionary rate of duty as incentive for local manufacturing of goods

S.R.O. 573 (I)/2006 Notification-RD-Ferrous & non-ferrous scrap & waste

S.R.O. 567 (I)/2006 General Exemption Notification

S.R.O. 574 (I)/2006 Amendment in DTRE Rules

S.R.O. 575 (I)/2006 Exemption on machinery equipments

S.R.O. 576 (I)/2006 Exemption of duty and taxes on vehicle imported by privileged person /organization

/ office at the stage of their disposal.

S.R.O.577 (I)/2006 Exemption of duty and taxis on vehicles’ imported by diplomatic representatives

/ mission at the stage of the disposal

S.R.O.578 (I)/2006 Rescind of SRO77(I)/2005 dated 06.08.2005

S.R.O.579 (I)/2006 Amendment is SRO 554(I)/1998 dated 12.6.98

HILIGHTS OF SRO’S
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DEFINITIONS:
• The bill proposes to define due date and duty due, in order to clarify section 4, for

the filing of return and payment of duty. Due date is defined as 15th day of the
month following the end of the month or any date as specified in the official Gazette.
“Duty due” means duty in respect of clearances made during month and shall be
paid on the last day of the month.

DUTIES SPECIFIED IN THE FIRST SCHEDULE TO BE LEVIED
• The levy of excise duty is corrected from 50% to 15%, to bring it at par with other

schedules etc.

FILING OF RETURN AND PAYMENT OF DUTY ETC.
• In this section the terms defined in section 2 for due date and duty due are utilized

to make it more comprehensive and fool proof. A time limit of 90 days is proposed
for the revision of return and also approval of collector shall be required for revision.
Previously there was no time limit or approval required.

ZERO RATE OF DUTY AND DRAWBACK OF DUTY
• The board has taken the power to prohibit the payment of duty drawback, refund

or adjustment on exported goods. This is new addition, which is quite open in the
hands of the board.

DETERMINATION OF VALUE FOR THE PURPOSES OF DUTY
• A proviso is added to enable the board to opt on the higher of the values of minimum

price determined by the board or the sale price of the goods.

INVOICES
• A new section is added to enable the board to ask for electronically generated sales

invoices, of the goods and services they deem fit. As yet no goods or services are
required to file electronically generated sales invoices.

POWERS OF ADJUDICATION
• In this section time for adjudication for all the cases pending as on 30th June 2006

is increased to 31st December 2006.

APPEALS TO COLLECTOR
• With this insertion, the Collector (Appeals) is given the power to pass the orders

after hearing, but he cannot remand the case for de novo consideration.

APPEALS TO THE APPELLATE TRIBUNAL AND REFERENCE TO HIGH COURT
• In this the power to file an appeal or reference is given to Additional collector

authorized by the collector, which was previously Deputy Collector, Collector or not
defined. In addition a time limit of 30 days is also fixed for making an application
to the High Court.

ALTERNATIVE DISPUTE RESOLUTION
• Now the cases pending before the Appellate Authority or High Court can also be

resolved in the ADR committee. In the ADR committees, retired district and session
judges and representatives of trade association and bodies can also be included.
In these committees in addition to one Additional Collector, there has to be two non
departmental members. An addition is made, whereby the registered person has
to pay the duty determined by the Board on the recommendation of the Committee
and then go for the Appellate Authority or Court, where the case is pending for
hearing, for the final consideration.

ACCESS TO RECORDS AND POSTING OF EXCISE STAFF
• An insertion is made, whereby the Board is authorized to install close circuit TV

system anywhere in the factory premises to monitor production of any goods.

FIRST SCHEDULE
Cigarettes
• A slight upward revision in slabs and rate of duty has been made.

Lubricants
• The lubricants whether packed or not are now levied at 10% of retail price. Previously

2

FEDERAL EXCISE ACT, 2005

SECTION

3

4

5

12

18

31

34

33

38

45
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they were levied at Rs.7.50 per litre.

Petroleum Bitumen
• Excise duty shall be applied on these items @ Rs.2000 per metric ton.

International Air travel
• Excise duty at the rate of 15% of the charges shall be applied on all international

air travel.

Railway fare
• The excise duty on travel by rail is abolished, which was previously charges @

12.5%.
• Telecommunication services: the following telecommunication services shall be

exposed to duty @ 15% of the charges.

SECTION

(i) Telephone services
(ii) Fixed line voice telephone service
(iii) Wireless telephone
(iv)Cellular telephone
(v) Wireless Local Loop telephone
(vi)Video telephone
(vii) Payphone cards
(viii) Pre-paid calling cards
(ix) Voice mail service
(x) Messaging service
(xi) Short Message service (SMS)
(xii) Multimedia message service (MMS)
(xiii) Bandwidth services
(a) Copper line based
(b) Fibre-optic based

(c) Co-axial cable based
(d) Microwave based
(e) Satellite based
(xiv) Telegraph
(xv) Telex
(xvi) Telefax
(xvii) Store and forward fax services
(xviii) Audiotext services
(xix) Teletext services
(xx) Trunk radio services
(xxi) Paging services
(xxii) Voice paging services
(xxiii) Radio paging services
(xxiv) Vehicle tracking services
(xxv) Burglar alarm services

Insurance services
• The insurance services excise duty rate has been increased from 3% to 5% of the

gross premium paid. The various insurance services have been defined for levy of
duty, these are i) Goods insurance ii) Fire insurance iii) Theft insurance iv) Marine
Insurance and v)Other insurances.

Services provided by banks
• This new duty is imposed on the service charges charged by the bank on various

defined services @ 5% of such charges. These services include:

Foreign Exchange Brokers
• Excise duty of 5% of charges for service provided or rendered by a foreign exchange

broker including any authorized dealer of foreign exchange to customer shall be
levied.

Cable TV operators
• TV cable operator shall pay an excise duty of Rs.25 per connection per month.

Franchise services
• Franchise services are now subject to excise duty @ 5% of charges.

THIRD SCHEDULE
• Telecommunication services:

Following telecommunication services are exempt from excise duty:
Internet, data communication network services, software exporters registered with
PSEB, data and internet services licensed by PTA.

Letter of credit
Guarantee
Brokerage
Issuance of pay order and demand drafts
Bill of exchange charges
Transfer of money including Telegraphic
transfer, mail transfer and electronic
transfer

Providing bank guarantees
Bill discounting commission
Safe deposit lockers fee
Safe vaults
Credit and debit card issuance,
processing and renewal
Commission and brokerage on foreign
exchange dealings


