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VISION & MISSION 

 

 

THE PROFESSION LEADERS to deliver unique professional services to our 
clients with complete independence and integrity rendered by a well groomed, 
professionally trained, committed & motivated team 

ENVIRONMENT conducive to creativity, job security, personal & professional 
growth and development of team members with adherence to ethical practices 

TRAINING FACILITIES with dedication to groom the professionals with an aim 
to make them leaders in the chosen disciplines 

Notice: 
RASG is also pleased to notify its valued clients, friends and associates that our 
website, www.rasgco.com has been uploaded with a specific interactive section of 
the Tax Commentary, 2012 and a digital copy of the Commentary can also be 
downloaded both in 'MS Word' and 'PDF' formats. 

Special Thanks: 
For the excellent teamwork displayed by the staff of RASG as well as our other 
associates and printers during the preparation of this document 
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                                           Preamble 
 
 
 
 
Alhamdulillah! 
 
 
RIAZ AHMAD SAQIB GOHAR & CO. RASG is pleased to present the ‘highlights, 
comparison and comments’ on this year’s budget to its client, friends and associates. While 
developing this document every endeavor has been made to keep the presentation simple, 
with the view to help our readers understand the amendments in the various statutes 
through the Finance Bill, 2012. 
 
This commentary reflects our understanding of the legislation and we recommend that 
reference should be made to the precise wording of the Bill wherever necessary. We would 
also recommend that the professional advice should be sought before acting upon the any 
amendments. 
 
It is quite a satisfying and enjoyable moment as I write these final words to conclude out toil 
of presenting RASG’S Tax Commentary 2012. As ever! I am grateful to my passionate 
team who has worked hand in hand and heart to heart with me throughout the night to 
complete this document in time. 
 
If I have to conclude about the impression the proposed changes in the tax statutes create; 
I would say that these are definitely aimed at tightening the assessment, recovery and 
appellate proceedings. On the other hand, various positive changes have been proposed 
under the head of tax credit, group relief, reduction in tax rates for salaried individuals, 
basic exemptions to AOPs’, enhancement of basic threshold on cash withdrawals from 
banks, etc.  
 
Finally, It has always been our endeavor to go an extra mile to serve our client and your 
encouragement motivates us to ensure better results.  
 
 
Regards 
 
 
 
Gohar Manzoor 
Managing partner 
June 01, 2012 
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HIGHLIGHTS 
 

INCOME TAX 

• Presumptive Tax regime for the Importers, Exporters and Supplier of goods is 
proposed to be rationalized by giving option to the tax payer to pay atleast 60%, 50% 
& 70% of their tax already deducted and opt out of Presumptive Tax Regime.  

 
• Minimum Tax @ 1% is proposed to be reduced to 0.5% only for retailers.  

 
• Per day cash withdrawal limit of Rs. 25,000/- without collection of tax from banks is 

proposed to be enhanced to Rs. 50,000/- 
 
• Basic threshold of income exempt from Income Tax has been proposed to be 

enhanced from Rs. 350,000/- to Rs. 400,000/- and are being made applicable for 
AOPs (Association of Persons) also. Until now AOP’s income was subject to straight 
tax rate of 25% thus bringing a source of relief to them. 

 
• In order to facilitate the taxpayer, existing straight rates on taxable income are 

proposed to be substituted. Newly introduced slab rates will reduce the tax liability at 
large. The existing tax slabs are also proposed to be reduced to 5 for Salaried & 
Business sector taxpayers.  

 
• To attract more investment towards stock market and insurance sector the ceiling of 

investment is proposed to be increased to Rs. 1,000,000/- from the existing limit of 
Rs. 500,000/- and tax credit on such investment is proposed to be increased to 20% 
from 15%. The restriction of holding period of investment is also proposed to be 
reduced. 

 
• To provide relief to the salaried taxpayers who obtain soft loans from their 

employers, loan upto Rs. 500,000/- would not be considered for the determination of 
perquisites. Furthermore, the bench mark rate applicable to loan above Rs. 500,000 
in such cases has also been fixed at 10%. 

 
• To motivate regular taxpayers, Taxpayer Honour Card Scheme is proposed to be 

announced. The holder of this card will be given various privileges in Nadra, 
Passport Offices, etc.  

 
• The condition of withholding tax on interest paid on loan to intra Group Company is 

proposed to be withdrawn. 
 

• The condition of withholding tax on payment on account of insurance or re-insurance 
premium to P.E. of a Non-Resident is proposed to be exempted from withholding of 
Income Tax. 

 
• Capital Gain tax @ of 10% and 5% is proposed to be levied on disposal of 

immovable property if disposed within one year of holding the property or within two 
years respectively. 

 
• Increased tax rates are proposed to be levied on dividend received by banks. 
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• Tax withholding @ 1% by Manufacturers is proposed to be collected on sales made 
to traders & distributor. This advance tax deduction will be adjustable against tax 
liability of traders & distributor. 

 
• Immovable properties in Islamabad is proposed to be excluded from Capital Value 

Tax (CVT) 
 

• The value of passenger transport vehicle not plying for hire is proposed to be 
increased to Rs. 2,500,000/- for the purpose of calculating depreciation. 

 
• The rate of initial allowance on new buildings is proposed to be reduced to 25%. 

 
• Exemption available to Venture Capital companies & Funds is proposed to be 

enhanced upto the year 2024. 
 

SALES TAX 
• A uniform rate of 16% Sales Tax is proposed to be levied on all goods previously 

charged at 22% and 19.5% to remove anomaly in rates of sales tax. 
 
• Increased rate of sales tax at Rs. 8/Kwh is proposed to be levied on Steel sector. 

 
• Supplies against international tender are proposed to be shifted to exempted sector 

from zero rated regime. 
 

• Cotton seed oil is proposed to be transferred from exempted sector to zero rated 
regime. 

 
• Section 11 and Section 36 of the Sales Tax Act, 1990 are proposed to be 

harmonized. 
 
FEDERAL EXCISE DUTY 
 

• F.E.D on cement is proposed to be reduced from Rs. 500/PMT to Rs 400/PMT. 
 

• It has been proposed to levy FED only on services rendered in respect of air travel 
from Pakistan. Previously the same was levy able on services rendered in respect of 
air travel to or from Pakistan. 

 
• An upward revision in the retail price tiers of locally produced cigarettes is being 

proposed to be made to enhance the FED. 
 

• FED on ‘live stock insurance’ and services provided by Asset Management 
Companies is being proposed to be exempted. 
 

• Substitution of zero-rating with exemption on various items such as remeltable scrap 
and sprinkler is being proposed. 
 

• It is proposed to reduce the number of goods liable to FED. 
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ECONOMIC OVERVIEW  
According to Economic Survey of Pakistan 2011-12 launched by Finance Minister Dr. Abdul 
Hafeez Shaikh on Friday, June 01, 2012, the government has met the revised GDP 
growth target at 3.7 percent during the outgoing financial year 2011-2012. The resilience 
of the economy of Pakistan has been tested several times by one crisis after another. The 
economy has witnessed numerous domestic and external shocks from 2007 onwards. 
Despite numerous challenges, the economy performed better in 2011-12 than many 
developed and developing economies. These included sharp increase in fuel and 
commodity prices, recessionary trend globally and weak inflows. Domestically, economy 
was struck by heavy rains in Sindh and parts of Balochistan costing $ 3.7 billion. 
 
The economy is now showing signs of modest recovery. The commodity producing sectors 
and especially the agriculture sector are doing better. Some improvement is also witnessed 
in the Large Scale Manufacturing (LSM) sector. Agriculture sector registered the growth 
of 3.13 percent against 2.38 percent last year. 
 
The GDP growth for 2011-12 was projected at 4.2 percent on the back of 3.4 percent 
growth in Agriculture, 2 percent growth in LSM and 5 percent in Services sectors. However, 
the torrential rains in Sindh province during August 2011 compelled the government to 
revise its GDP growth target to 3.6 percent from 4.2 percent on the basis of 2.5 percent 
growth in Agriculture, 1.5 percent in LSM, and 4.4 percent growth in services sector. The 
revised growth targets have been met and marginally exceeded. 
 
HISTORICAL GDP GROWTH RATE SHOWS FOLLOWING TREND 
 

 
SECTORAL CONTRIBUTION TO THE GDP GROWTH (% POINTS)    
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AGRICULTURE 
 
The agriculture sector, an essential component of Pakistan’s economy, exhibited a 
growth of 3.1 percent as compared to 2.4 percent during 2010-11. 
 
Cotton production has increased by 18.6 % over the last year’s production, Wheat 
production has decreased by 6.7 % as compared to last year production, Rice production 
has increased by 27.7 % over the last year and Sugarcane production has improved by 4.9 
% from last year. 
 
MANUFACTURING & MINING 
 
During the current fiscal year (2011-12), Large Scale Manufacturing (LSM) posted a growth 
of 1.05 % against the target of 2.0 percent compared to growth of 0.98 % during the same 
period last year. 
 
Pharmaceutical production has increased by 10.9 % in 2011-12, Textile products showing 
an increase of 0.8 % in 2011-12 and Wood products exhibited a growth of 7.4 %. The 
cement production capacity in Pakistan has increased to 44 million tons in 2011-12 from 30 
million tons in 2006-07 due to the establishment of new cement plants. During 2011-12 the 
four sectors of the automobile industry such as Buses, Cars, LCVs and two/three wheelers 
have shown positive growth of 23 %, 9.1 %, 5.7 % and 3.1 % respectively. The mining and 
quarrying sector exhibited a growth of 4.4 % in 2011-12 as against -1.3 % last year. 
Chromite, Flourite, Bauxite, Chalk and Natural gas posted a positive growth of 591.5 %, 
111.3 %, 82.2 %, 82.2 % and 4.0 % respectively. 
 

INFLATION  
 

Core inflation is estimated at 10.4 percent during July-April 2011-12. The inflation rate 
as measured by the changes in Consumer Price Index (CPI) stood at 10.8 percent during 
(July-April) of the current fiscal year 2010-11, as against 13.8 percent in the comparable 
period of last year. 
 The food inflation is estimated at 11.1 percent and non-food 10.7 percent, against 18.8 percent and 
10.8 percent in the corresponding period of last year. The Wholesale Price Index (WPI) during July-
April, 2011-12 on annual average basis has recorded at 11.2 percent as against 21.0 percent of last 
year.  
 
The Sensitive Price Indicator (SPI) recorded at 8.5 percent during July-April, 2011-12 against 18.1 
percent of last year. 
The increase in overall inflation rate during the current year 2011-12 is attributable to the increase in 
world commodity and fuel prices, disruption in domestic supply chain by the floods. 
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ANNUAL CPI INFLATION BY MAJOR GROUPS 
 

 

TRADE AND PAYMENTS  
 
Overall exports recorded a positive growth of 0.1 percent during the first ten months (July-April) of 
the current fiscal year. Imports during the first ten months (July-April) of the current fiscal year 
(2010-11) increased by 14.7 percent compared with the same period of last year. Worker’s 
Remittances totaled $ 10.88 billion in July-April 2010-11 as against $ 9.05 billion in the comparable 
period of last year, depicting an increase of 20.2 percent. The current account deficit stood at $ 
3,394 million during July-April 2011-12. This deficit in the current account was largely caused by 
the widening of trade and services account deficit reached to $ 2,347 million. 
 
EXTERNAL AND DOMESTIC DEBT  
 
Total public debt registered an increase of Rs.1,315 billion and stood at Rs.12,024 billion during 
the  first nine months of current fiscal year (2011-12). Public debt as a percent of GDP stood at 58.2 
percent by end-March 2012 as compared to 55.5 percent of GDP during the same period last year. 
Pakistan External Debt and Liabilities (EDL) stock was recorded at $60.3 billion as of March 2012. 
During July-March 2012, $179 million was added to the EDL stock. As a percentage of GDP in 
dollar terms, the EDL was down by 200 basis points in July-March, 2012 compared to fiscal year 
2010-11 (28.5 percent) and approximately to 26.5 percent. 
 
EDUCATION, HEALTH & NUTRITION 
 
The literacy rate for Pakistan’s population (10 years and above) is 58 percent during 2010-11, 
as compared to 57 percent in 2008-09 as the survey conducted by Pakistan Social and Living 
Standard Measurement (PSLM). At present, there are 972 hospitals, 4,842 dispensaries, 5,374 
basic health units and 909 maternity and child health centers in Pakistan. 
 
 
 
 

  On Average Basis (%) Point 
Contribution July –

Apr 
July –
Apr 

July -
Apr 

July –Apr Commodity Group Weights 

2010-11 2011-12 2010-11 2011-12 
General (CPI) 100.0 13.8 10.8 13.8 10.8
Food, & Non Alcoholic 
Beverages 

34.8 18.8 11.1 6.6 3.9
Alcoholic Beverages& Tobacco 1.4 11.8 7.5 0.2 0.1
Non-Food 65.2 10.8 10.7 7.0 6.9
Non-Food Non Energy 53.5 9.3 10.4 5.0 5.6
Clothing & Foot wear 7.6 11.4 14.9 0.9 1.1
Housing, Water ,Elec. Gas & 
other Fuel 

29.4 11.0 7.5 3.2 2.2
Furnishing &Household Equip. 
Maintenance 

4.2 9.2 17.4 0.4 0.7
Health 2.2 8.1 11.1 0.2 0.2
Transport 7.2 11.2 15.5 0.8 1.1
Communication 3.2 13.8 0.6 0.4  

0.0Recreation & culture 2.0 5.3 5.7 0.1 0.1
Education 3.9 6.6 12.3 0.3 0.5
Restaurant & Hotels 1.2 16.5 13.7 0.2 0.2
Miscellaneous 2.1 13.3 19.9 0.3 0.4
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POPULATION, LABOUR FORCE AND EMPLOYMENT  
 
Pakistan is the sixth largest country in the word in terms of population with the total labor force of 
57.24 million and is the 9th largest country in the world with respect of the size of its labor 
force in 2011.  
 
Total unemployment rate has increased from 5.6 % in 2009-10 to 6.0 % in 2010-11. About 3.4 
million labour forces are estimated as unemployed in 2010-11. 
Agriculture dominates the distribution of employed persons among all the major sectors leading at 
45 % of total labour force during 2010-11; the employment share by manufacturing sector has 
increased from 13.2 % in 2009-10 to 13.7 % in 2010-11 and wholesale and retail trade has 
decreased from16.3 percent to 16.2 %. 
 
 

TRANSPORT AND COMMUNICATION  
 
The current road network of Pakistan is about 261,595 kilometers, catering to eleven million 
vehicles of all types; including 181,940 KM of high type roads and 79,655 KM of low type roads.  
 
NHA road network is around 12,000 km, which is merely 4 percent of the overall road network, but 
takes 80 percent of Pakistan’s commercial traffic. At present, NHA has launched 16 new 
development projects covering a length of above 500 Km inclusive of a number of bridges, flyovers 
and interchanges.   
 
During the last two year, heavy rains and floods severely damaged road network approximately 
8,385 km and 190 km railway lines damaged including bridges and allied structures. 
 
A new dry port was set up at Prem Nagar near Raiwind industrial area, Lahore through Public 
Private Partnership at a cost of Rs. 494.0 million. During the calendar year 2010, PIA earned the 
revenue of around Rs. 116.02 billion as compared to last year of Rs. 107 billion. A purchase 
agreement of five Boeings 777 has been signed. Karachi Port Trust handled a total of 27.8 million 
tons of cargo during the first 9 months of the current fiscal year. The consolidated revenues of 
PNSC group during July-March 2011-12 were Rs. 6,640 million as compared to Rs. 6772 million last 
year. Port Qasim Authority handled 19.7 million tones cargo during July-March 2011-12. 
 
Revenues of the telecom sector during the current fiscal year, standing at Rs. 363 billion 
compared to the last year 344.2 billion prove an increase of 5.4 percent. Total Cellular subscribers 
reached 118.3 million by the end of March 2012 as compared to 108.9 million last year. Broadband 
subscribers reached 1.9 million at the end of February 2012. 
 

ENERGY  
 

Crude Oil  
Production of crude oil during July-March 2011-12 remained 66,032 barrels per day as against 
65,997 barrels per day during the corresponding period of last year, showing an increase of 0.05 
percent. The transport sector consumed 6,832.9 million tones of petroleum products, followed by 
power sector (8,139 million tons) and industrial sector had shown positive growth of 24.2 percent in 
the consumption of petroleum products during the current fiscal year. 
 
Natural Gas  
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The average production of natural gas during July-March 2011-12 was 4236.06 million cubic feet 
per day (Mmcfd) as against 4050.64 (Mmcfd) during the corresponding period of last year showing 
an increase of 4.57 percent.  Natural gas in the form of CNG posted a positive growth of 10.8 
percent during July-March 2011-12. 
 
 

Electricity  
The installed capacity of PEPCO system is 20,986 MW as of June 2011; with hydro 6627 MW and 
thermal 14,359 MW; compared to 20,681 MW in first nine months of the last fiscal year.   
 
WAPDA is executing, on priority basis, the projects such as 969 MW-Neelum Jhelum, 1410 MW-
Tarbela 4th Extension, 7100 MW-Bunji, 4320 MW-Dasu, 740-MW Munda Dam and most 
mentionable 4500 MW-Diamer Bhasha Dam projects, to cope with the increasing demand of power. 
 
The household sector consumed 44 percent of the total electricity generated followed by industrial 
(26 percent), government (12.3 percent), agriculture (10.4 percent) and commercial (6.8 percent) 
during July-March 2011-12. 
 
LPG currently contributes only 0.5 percent to the total primary energy supply in the country of which 
87 % of its demand is met through local production. The rest is imported. Presently there are 3331 
CNG stations operating throughout the country. Supply of coal during July-March 2010-11 has 
been recorded at 7.7 million tonnes compared to 8.1million tonnes in the first nine months of last 
fiscal year; showing a negative growth of 5.1 percent.  The major users of coal are the cement 
sector and brick kilns; consumed 60 percent and 39 percent during July-March 2010-11, as 
compared to 62 percent consumption of coal in cement industry and 37 percent in brick kiln industry 
last year.   
 

FLOOD IMPACT ASSESSMENT 
 
Severe monsoon rains triggered floods in Southern Pakistan at an unprecedented scale, both in 
terms of volume and intensity, engulfing all 23 districts of Sindh Province and adjoining areas of 
northern Balochistan Province. 
 
Approximately, 9.6 million people were affected in Sindh and Balochistan as a result of the 
floods; 520 people died and more than 1180 people were injured. According to World Bank and 
Asian Development Bank report, 27,000 sq.Km area damaged in Sindh province out of the total 
27,370 sq. Km. The flood caused total or partial damages to an estimated 998,376 housing units in 
Sindh and Balochistan. The highest damage occurred in the agriculture, livestock and fisheries 
sector, has been estimated at Rs.160 billion (US$ 1.84 billion). The total damage caused by 2011 
floods has been estimated [direct damage and indirect losses] amounting to Rs.324.5 billion (US$ 
3.7 billion). 
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INCOME TAX ORDINANCE, 2001 
 

 
DEFINITIONS SECTION 2(35AA) 
Existing Proposed Amendment 
 

 
“New Clause Shall be Inserted” 

 

(35AA) NCCPL means National Clearing 
Company of Pakistan Limited, which is a 
company incorporated under the Companies 
Ordinance, 1984 (XLVII of 1984) and licensed 
as “Clearing House by the Securities and 
Exchange Commission of Pakistan; and 

 
COMMENTS:  A definition of National Clearing Company has been added. 
 
 
TAXABLE INCOME/TOTAL INCOME SECTION 9 & 10(A,B) 
Existing Proposed Amendment 
The taxable income of a person for a tax 
year shall be the total income of the person 
for the year reduced (but not below zero) by 
the total of any deductible allowances under 
Part IX of this Chapter of the person for the 
year. 
 
 
 

“New Clauses shall be Inserted” 

 

After the word income, occurring for the 
second time, the expression under clause (a) 
of section 10 shall be inserted; 
 
 
 
For the words person‘s income under each of 
the heads of income for the year a hyphen 
shall be substituted and thereafter the 
following clauses shall be added, namely:-  
 
(a) Person‘s income under all heads of 
income for the year; and  
 
(b) person‘s income exempt from tax under 
any of the provisions of this Ordinance.; 

 
COMMENTS: To provide for the amendment in section 10, in section 9 the words “under clause 
(a) of section 10” are being inserted. 
 
The definition of Total Income is being made more exhaustive by defining the heads of income 
which will be included as Total Income i.e. all heads of income of a person including income 
which is exempt under any provision of this Ordinance. 
 
 
SOFT LOANS TO EMPLOYEES UP TO 
RS. 500,000 NOT TO BE INCLUDED 
AS PERQUISITE – BENCHMARK 
RATE FIXED AT 10% 

SECTION 13(7)PROVISO 
SUB-SECTION 14 CLAUSE (A)(II) 

Existing Proposed Amendment 
 

 
“New Proviso shall be Inserted” 

 
 
 
 
For the tax years next following the tax year 
referred to in sub-clause (i), the rate for each 

 

In the proviso, for full stop at the end a colon 
shall be substituted; 
Provided further that the above sub-section 
shall not apply to loans not exceeding five 
hundred thousand rupees.; and 
 
 
For the words and commas such rate, if any, 
as the Federal Government may, by 
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SOFT LOANS TO EMPLOYEES UP TO 
RS. 500,000 NOT TO BE INCLUDED 
AS PERQUISITE – BENCHMARK 
RATE FIXED AT 10% 

SECTION 13(7)PROVISO 
SUB-SECTION 14 CLAUSE (A)(II) 

successive year taken at one percent above 
the rate applicable for the immediately 
preceding tax year, but not exceeding such 
rate, if any, as the Federal Government may, 
by notification, specify in respect of any tax 
year; 

notification, specify the words “ten per cent 
per annum” shall be substituted; 

 
COMMENTS: This section deals with valuation of perquisites chargeable to tax under the head 
of salary income. While sub-section 7 deals with soft loans  provided by the employer to its 
employees either on no profit basis or where the profit on loan paid by the employee is lesser 
than the profit on loan computed at the benchmark rate. Now a new proviso is being added in 
this sub-section whereby, if any soft loan has been given to an employee by an employer up to 
Rs. 500,000, the difference of the profit forgone by the employer will not be added as a 
perquisite of the employee in his salary. 
Furthermore, the benchmark interest rate applicable to loans exceeding Rs. 500,000 has also 
been restricted to 10%. According to the existing provisions this rate was progressive and was 
to be increased by 1% above the rate applicable for the immediately preceding tax year.  
 
 
IMMOVABLE PROPERTY TO BE 
TAXED UNDER CAPITAL GAINS 

SECTION 37(1A) 
SUB-SECTION 5(B)(C) 

Existing Proposed Amendment 
 

 
 

“New Sub-Section shall be added” 
 
 
 
 
 

(b) any property with respect to which the 
person is entitled to a depreciation deduction 
under section 22 or amortisation deduction 
under section 24; 
 
(c) any immovable property; 3[or] 

 

Notwithstanding anything contained in sub-
sections (1) and (3), gain arising on the 
disposal of immovable property, held for a 
period up to two years, by a person in a tax 
year, shall be chargeable to tax in that year 
under the head Capital Gains at the rates 
specified in Division VIII of Part I of the First 
Schedule. 
 
After semicolon ; the word “or” shall be added; 
and  
 
 

 
“Clause (c) shall be Omitted” 

 
COMMENTS:  A new provision is being added to discourage the speculation and short term 
trading in the real estate market. According to the proposed provisions a tax on the gain arising 
on the disposal of immovable property held for a period up to 2 years shall be chargeable to tax 
under the head of capital gains as per the following rates: 
 

S. No. Period Rate of Tax 
1. Where h`olding period of immovable 

property is up to one year. 
10% 

2. Where holding period of immovable 
property is more than one year but 
not more than two years. 

5% 

 
In sub-section 5 of this section which defines the term “Capital Asset” and excludes certain type 
of assets from the provisions/applicability of capital gains, the clause ( c ) for8 “any immovable 
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IMMOVABLE PROPERTY TO BE 
TAXED UNDER CAPITAL GAINS 

SECTION 37(1A) 
SUB-SECTION 5(B)(C) 

property” is proposed to be omitted, thus making away to tax the gain on disposal of immovable 
property. 
 
 
CAPITAL GAINS ON SALES OF 
SECURITIES 

SECTION 37A(1), (1A) 

Existing Proposed Amendment 
The capital gain arising on or after the first 
day of July 2010, from disposal of securities 
held for a period of less than a year, shall be 
chargeable to tax at the rates specified in 
Division VII of Part I of the First Schedule: 
 
Provided that this section shall not apply if 
the securities are held for a period of more 
than a year:  
 
Provided further that this section shall not 
apply to a banking company and an 
insurance company. 
 
 
 
 

“New Sub-Section shall be added” 
 

 

After the word “year”, occurring for the first 
time, the comma and words ―, other than a 
gain that is exempt from tax under this 
Ordinance shall be inserted; and  
 
 
 
 
 
 
 
 
 
 
The gain arising on the disposal of a security 
by a person shall be computed in accordance 
with the following formula, namely:-  

A - B 
Where – 
A is the consideration received by the person 
on disposal of the security; and  
 
B is the cost of acquisition of the security. 

 
COMMENTS: To provide for those capital gains which are exempt from tax necessary 
correction is being made in sub-section 1 of this section. 
Furthermore, sub-section 1A is being proposed to be added  which provides for the following  
method for computation of gain arising on the disposal of a security :  
 

A - B 
Where –  
                A is the consideration received by the person on disposal of the security; and  
                B is the cost of acquisition of security. 
 
 
INCOME FROM OTHER SOURCES SECTION 39(1)(cc) 
Existing Proposed Amendment 
 

“New Clause shall be added” 

 

Additional payment on delayed refund under 
any tax law; 

 
COMMENTS:  A new clause is being added namely “additional payment on the delayed refund 
under any tax law,” which will provide for inclusion as “Income from other sources”.  
 
EXEMPTIONS AND TAX 
CONCESSIONS IN SECOND 
SCHEDULE 

SECTION 53(1A) 

Existing 

 

Proposed Amendment 
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EXEMPTIONS AND TAX 
CONCESSIONS IN SECOND 
SCHEDULE 

SECTION 53(1A) 

Where any income which is exempt from tax 
under any provision of the Second Schedule, 
such income, as may be specified in the said 
Schedule and subject to such conditions as 
may be specified therein, shall be included in 
the total income, however the tax shall not 
be payable in respect of such income. 

 
 

 
Sub Section shall be Omitted” 

 
 
 

 
COMMENTS: In this section sub-section 1A provided for inclusion of income which is exempt 
from tax in the total income of the person. Now, this sub-section is proposed to be omitted as 
the definition of total income under section 10 has been re-drafted to include such exempt 
income. 
 
 
LIMITATIONS ON SETOFF AND 
CARRIED FORWARD OF LOSSES  

SECTION 59A(1)(2)(3)&(4) 

Existing Proposed Amendment 
In case of an association of persons to which 
sub-section (3) of section 92 applies, any 
loss which cannot be set off against any 
other income of the association of persons in 
accordance with section 56, shall be dealt 
with as provided under sub-section (2) of 
section 93.  
 
Nothing contained in section 57, section 58 
or section 59 shall entitle an association of 
persons, to which sub-section (3) of section 
92 applies to have its loss carried forward 
and set off thereunder. 
 
In case of association of persons, to which 
sub-section (3) of section 92 does not apply, 
any loss of such association shall be set off 
or carried forward and set off only against 
the income of the association.  
 
Nothing contained in section 56, 57, 58 or 59 
shall entitle -  
 
(a) any member of an association of 
persons…………………..forward and set off, 
against his income; or 
 
(b) any person who has succeeded, in such 
capacity, any………………………..against 
his income, any loss sustained by such other 
person. 

 

 
 

“Sub Section shall be Omitted” 
 
 
 
 
 
 
 

“Sub Section shall be Omitted” 
 
 
 
For the words, figures, commas and brackets, 
to which sub-section (3) of section 92 does 
not apply, any loss for such association the 
words any loss shall be substituted; and  

 

The words, figures, comma and brackets to 
which sub-section (3) of section 92 does not 
apply,  shall be omitted;  
 

 
COMMENTS: The proposed amendments are to make the provisions of this section in harmony 
with the provisions of section 92 as in the previous years the relevant changes in section 92 
were made.  
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TAX CREDIT FOR INVESTMENT IN 
SHARES AND INSURANCE  

SECTION 62(5) 

Existing Proposed Amendment 
B is the person‘s taxable income for the tax 
year; and  
 
C is the lesser of —  
(a) the total cost of acquiring the shares, or 

the total contribution or premium paid by 
the person referred to in sub-section (1) 
in the year;  

(b) fifteen per cent of the person‘s taxable 
income for the year; or  

(c) five hundred thousand rupees. 
 
The person has made a disposal of the 
share within thirty six months of the date of 
acquisition, the amount of tax payable by the 
person for the tax year in which the shares 
were disposed of shall be increased by the 
amount of the credit allowed. 

 

For the word fifteen, the word twenty shall be 
substituted; and  

 

For the words five hundred thousand rupees 
the words “one million rupees” shall be 
substituted; and 
 
 
 
 
For the word “thirty six” the word twenty four 
shall be substituted; 

 
COMMENTS: In order to promote investment in securities and insurance sector various 
incentives are being proposed by enhancing the limit of investment eligible for tax credit from  
15 % to 20 % of the taxable income and the existing limit of investment of Rs. 500,000 in 
securities or insurance premium is also being increased to Rs. 1,000,000/-. The retention of 
period of securities is also being reduced from 36 months to 24 months. The amended formula 
for the computation of tax credit would be as under: 
 

(A/B) x C 
Where –  
                 A is the amount of tax assessed to the person for the tax year before allowance of 

any tax credit under this part; 
                 B is the person’s taxable income for the tax year; and 
                 C is the lesser of –  

(a) The total cost of acquiring the shares, or the total contribution or 
premium paid by the person referred to in sub-section (1) in the 
year; 

(b)  Twenty percent of the person’s taxable income for the year; 
OR 

                                                  (C)  1 million rupees. 
 
While the provisions specifying the retention period of shares will read as under after 
amendment:  
 
(3) Where –  

(a) a person has been allowed a tax credit under sub-section1  in a tax year in respect of 
the purchase of a  share; and 

(b) The person has made a disposal of the share  within twenty four months of the date of 
acquisition, 

The amount of tax payable by the person for the tax year in which the shares were disposed of 
shall be increased by the amount of the credit allowed 
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TAX CREDIT FOR INVESTMENT SECTION 65B(4)(5)(6) 
Existing Proposed Amendment 
Where a taxpayer being a company invests 
any amount in the purchase of plant and 
machinery, for the purposes of balancing, 
modernization and replacement of the plant 
and machinery, already installed therein, in 
an industrial undertaking set up in Pakistan 
and owned by it, credit equal to ten per cent 
of the amount so invested shall be allowed 
against the tax payable by it in the manner 
hereinafter provided. 
 
Where no tax is payable by the taxpayer in 
respect of the tax year in which such plant or 
machinery is installed, or where the tax 
payable is less than the amount of credit, the 
amount of the credit or so much of it as is in 
excess thereof, as the case may be, shall be 
carried forward and deducted from the tax 
payable by the taxpayer in respect of the 
following tax year, and so on, but no such 
amount shall be carried forward for more 
than two tax years, however, the deduction 
made under sub-section (2) and this sub-
section shall not exceed in aggregate the 
limit specified in sub-section (1).  
 
Where any credit is allowed under this 
section and subsequently it is discovered by 
the Commissioner Inland Revenue that any 
one or more of the conditions specified in 
this section was, or were, not fulfilled, as the 
case may be, the credit originally allowed 
shall be deemed to have been wrongly 
allowed and the Commissioner Inland 
Revenue may, notwithstanding anything 
contained in this Ordinance, re-compute the 
tax payable by the taxpayer for the relevant 
year and the provisions of this Ordinance 
shall, so far as may be, apply accordingly.] 
 
 
 
 

 
 
 
 
 
 
 

“New Sub-section shall be added” 

 

After the word ―payable‖, the commas and 

the words ―, including on account of 
minimum tax and final taxes payable under 

any of the provisions of this Ordinance,‖ shall 

be inserted; and  
 
 
The provisions of this section shall apply 
mutatis mutandis to a company setup in 
Pakistan before the first day of July, 2011, 
which makes investment during first day of 
July, 2011 and 30th day of June, 2016, for the 
purposes of balancing, modernization and 
replacement of the plant and machinery 
already installed in an industrial undertaking 
owned by the company. However, credit equal 
to twenty per cent of the amount so invested 
shall be allowed against the tax payable, 
including on account of minimum tax and final 
taxes payable under any of the provisions of 
this Ordinance. The credit shall be allowed in 
the year in which the plant and machinery in 
the purchase of which the investment as 
aforesaid is made, is installed therein.  
 
Where no tax is payable by the taxpayer in 
respect of the tax year in which such plant or 
machinery is installed, or where the tax 
payable is less than the amount of credit as 
aforesaid, the amount of the credit or so much 
of it as is in excess thereof, as the case may 
be, shall be carried forward and deducted 
from the tax payable by the taxpayer in 
respect of the following tax year and so on, 
but no such amount shall be carried forward 
for more than two tax years in the case of 
investment referred to in sub-section (1) and 
for more than five tax years in respect of 
investment referred to in sub-section (4), 
however, the deduction made under this 
section shall not exceed in aggregate the limit 
specified in sub-section (1) or sub-section (4), 

as the case may be.‖;  
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TAX CREDIT FOR INVESTMENT SECTION 65B(4)(5)(6) 
 
 
Where any credit is allowed under this section 
and subsequently it is discovered by the 
Commissioner Inland Revenue that any one 
or more of the conditions specified in this 
section was, or were, not fulfilled, as the case 
may be, the credit originally allowed shall be 
deemed to have been wrongly allowed and 
the Commissioner, notwithstanding anything 
contained in this Ordinance, shall re-compute 
the tax payable by the taxpayer for the 
relevant year and the provisions of this 
Ordinance shall, so far as may be, apply 
accordingly. 

 
COMMENTS: These sections provide for tax credit to be allowed for investment. Various 
amendments are being proposed in this section which are being summarized as under:  
In sub-section 1 a credit equal to 10 % of the amount invested in the purchase of plant and 
machinery for the purposes of balancing, modernization and replacement (BMR) of plant and 
machinery already installed is allowed against the tax payable. Now, it is proposed to clarify that 
minimum tax and the final taxes payable under any of the provisions of this Ordinance shall be 
construed to include as tax payable. The proposed amendment in sub-section 5 further provides 
that incase where no tax is payable in respect of the tax year in which such plant or machinery 
is installed or the tax payable is less than the amount of credit; such excess amount can be 
carried forward up to two succeeding years.  
                                                                              
The existing sub-section 4 and 5 are being replaced by new sub-sections while sub-section 6 is 
being added. According to the proposed sub-section 4 the provisions of this shall apply to;  

• A company setup before 1st July 2011.  
• Such company should make investment in BMR of plant and machinery already installed 

in an industrial undertaking owned by the company. 
• Such investment should be made during the period from 1st July 2011 to 30th June 2016. 

A credit equal to 20 % of the amount so invested will be allowed in the year in which such plant 
and machinery is installed. The proposed amendment in sub-section 5 further provides that 
incase where no tax is payable in respect of the tax year in which such plant or machinery is 
installed or the tax payable is less than the amount of credit; such excess amount can be 
carried forward up to five succeeding years. 
 
The proposed sub-section 6 is similar to the provisions of existing sub-section 5 as sub-section 
5 has been renumbered as sub-section 6. It mainly provides that in case of any discovery by the 
Commissioner Inland Revenue that the conditions of this section were not met, he may proceed 
to re-compute the tax payable for the relevant year.   
 
 
TAX CREDIT FOR NEWLY 
ESTABLISHED INDUSTRIAL UNDER 
TAKINGS  

SECTION 65D(1)(2)(3)(4)(5) 

Existing Proposed Amendment 
 

“New Clause shall be added” 
 
 
 

“New Clause shall be added” 

 

For the words for manufacturing in Pakistan 
the words including corporate dairy farming 
shall be substituted;  

After the words a new industrial undertaking, 
occurring for the second time, the words 
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TAX CREDIT FOR NEWLY 
ESTABLISHED INDUSTRIAL UNDER 
TAKINGS  

SECTION 65D(1)(2)(3)(4)(5) 

 
 
 
 

“New Clause shall be added” 
 
 
 

The industrial undertaking is set up with 
hundred per cent equity owned by the 
company. 
 
 
 
 

“New Proviso shall be added” 
 
 
 
 

The amount of credit admissible under this 
section shall be deducted from the tax 
payable by the taxpayer in respect of the tax 
year in which the plant or machinery referred 
in sub-section (1) is purchased and installed. 
 
Where any credit is allowed under this 
section and subsequently it is discovered, on 
the basis of documents or otherwise, by the 
Commissioner Inland Revenue that any of 
the condition specified in this section was not 
fulfilled, the credit originally allowed shall be 
deemed to have been wrongly allowed and 
the Commissioner Inland Revenue may, 
notwithstanding anything contained in this 
Ordinance, re-compute the tax payable by 
the taxpayer for the relevant year and the 
provisions of this Ordinance shall, so far as 
may be, apply accordingly. 

including a corporate dairy farm shall be 
inserted; and  

After the word payable the commas and the 
words , including on account of minimum tax 
and final taxes payable under any of the 
provisions of this Ordinance, shall be inserted; 
 
For the words and full stop owned by the 
company. the words and semicolon raised 
through issuance of new shares for cash 
consideration; shall be substituted; and  

Provided that short term loans and finances 
obtained from banking companies or non-
banking financial institutions for the purposes 
of meeting working capital requirements shall 
not disqualify the taxpayer from claiming tax 
credit under this section.; 
 

 
 

“Sub-Section shall be Omitted” 
 
 
 

For the word condition the word conditions 
shall be substituted;  

For the word “was” the word “were” shall be 
substituted; and  
 
 
For the purposes of this section and sections 
65B and 65E an industrial undertaking shall 
be treated to have been setup on the date on 
which the industrial undertaking is ready to go 
into production, whether trial production or 
commercial production.; 

 
COMMENTS: The benefits of this section are also being offered to corporate dairy farming. The 
salient features of this section after amendment are as follows: 

i. There should be company formed for establishing and operating a new industrial under 
taking including a corporate dairy farm 

ii. Such company should have been incorporated and industrial undertaking is setup 
between 1st July 2011 and 30th June 2016. 

iii. Such industrial undertaking should be managed by a company formed for operating 
such industrial undertaking, registered under the Companies Ordinance, 1984 and 
having its registered office in Pakistan.  

iv. Such industrial undertaking should not have been established by splitting up or 
reconstruction or reconstitution of an undertaking already in existence or by transfer of 
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TAX CREDIT FOR NEWLY 
ESTABLISHED INDUSTRIAL UNDER 
TAKINGS  

SECTION 65D(1)(2)(3)(4)(5) 

machinery or plant from an industrial undertaking established in Pakistan any time 
before 1st July 2011. 

v. The industrial undertaking must be setup with 100 % equity raised through issuance of 
new shares for cash consideration. However, any short term loan or finance obtained 
from banking company or non banking financial institution for the purpose of meeting 
working capital requirement shall not disqualify the tax payer from claiming tax credit. 

 
Any company meeting the above conditions shall be given a tax credit equal to 100 % of the tax 
payable on the taxable income arising from such industrial undertaking for a period of five years 
beginning from the date of setting up or commencement of commercial production; whichever is 
later. 
 
It has been further clarified that for the purpose of this section and sections 65B and 65E an 
industrial undertaking shall be treated to have been setup on the date on which industrial 
undertaking is ready to go into production, whether trial production or commercial production. 
 
 
TAX CREDIT FOR INDUSTRIAL 
UNDERTAKINGS ESTABLISHED 
BEFORE 1ST JULY 2011 

SECTION 65E 

Existing Proposed Amendment 
Where a taxpayer being a company invests 
any amount, with hundred per cent equity 
investment, in the purchase and installation 
of plant and machinery for the purposes of 
balancing, modernization, replacement, or 
for expansion of the plant and machinery 
already installed in an industrial undertaking 
setup in Pakistan before the first day of July 
2011, a tax credit shall be allowed against 
the tax payable in the manner provided 
hereinafter, in the same proportion, which 
exists between the total investment and such 
equity investment made by the industrial 
undertaking. 
 
 
 
 
 
 
 
 
The provisions of sub-section (1) shall apply 
if the plant and machinery is purchased and 
installed at any time between the first day of 
July, 2011, and the 30th day of June, 2016.  
 
 
 
 
 
 

 

Where a taxpayer being a company, setup in 
Pakistan before the first day of July, 2011, 
invests any amount, with hundred per cent 
new equity raised through issuance of new 
shares, in the purchase and installation of 
plant and machinery for an industrial 
undertaking, including corporate dairy 
farming, for the purposes of-  
 
(i) expansion of the plant and machinery 
already installed therein; or  

(ii) undertaking a new project,  
 
a tax credit shall be allowed against the tax 
payable in the manner provided in sub-section 
(2) and sub-section (3), as the case may be, 
for a period of five years beginning from the 
date of setting up or commencement of 
commercial production from the new plant or 
expansion project, whichever is later.; 
 
Where a taxpayer maintains separate 
accounts of an expansion project or a new 
project, as the case may be, the taxpayer 
shall be allowed a tax credit equal to one 
hundred percent of the tax payable, including 
minimum tax and final taxes payable under 
any of the provisions of this Ordinance, 
attributable to such expansion project or new 
project. 
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TAX CREDIT FOR INDUSTRIAL 
UNDERTAKINGS ESTABLISHED 
BEFORE 1ST JULY 2011 

SECTION 65E 

 
The amount of credit admissible under this 
section shall be deducted from the tax 
payable by the taxpayer in respect of the tax 
year in which the plant or machinery referred 
in sub-section (1) is purchased and installed 
and for the subsequent four years. 
 
 
Where no tax is payable by the taxpayer in 
respect of the tax year in which such plant or 
machinery is installed, or where the tax 
payable is less than the amount of tax credit, 
the amount of such credit or so much of it as 
is in excess thereof, shall be carried forward 
and deducted from the tax payable by the 
taxpayer in respect of the following tax year:  
 
Provided that no such amount shall be 
carried forward for more than four tax years:  
 
Provided further that deduction made under 
sub-section (1) and under this sub-section 
shall not exceed in aggregate the limit of the 
tax credit specified in sub-section (1).  
 
 
 
 
 
 

“New sub-section shall be added” 
 
 
 
 
 
 
 
Where any credit is allowed under this 
section and subsequently it is discovered, on 
the basis of documents or otherwise, by the 
Commissioner Inland Revenue that any of 
the condition specified in this section was not 
fulfilled, the credit originally allowed shall be 
deemed to have been wrongly allowed and 
the Commissioner Inland Revenue may, 
notwithstanding anything contained in this 
Ordinance, re-compute the tax payable by 
the taxpayer for the relevant year and the 
provisions of this Ordinance shall apply 
accordingly.] 
 

 
In all other cases, the credit under this section 
shall be such proportion of the tax payable, 
including minimum tax and final taxes payable 
under any of the provisions of this Ordinance, 
as is the proportion between the new equity 
and the total equity including new equity.  
 
The provisions of sub-section (1) shall apply if 
the plant and machinery is installed at any 
time between the first day of July, 2011 and 
the 30th day of June, 2016.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The amount of credit admissible under this 
section shall be deducted from the tax 
payable, including minimum tax and final 
taxes payable under any of the provisions of 
this Ordinance, by the taxpayer in respect of 
the tax year in which the plant or machinery 
referred to in sub-section (1) is installed and 
for the subsequent four years. 
 
 
 
 
 
 
“shall be renumbered as sub-section (6)” 
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TAX CREDIT FOR INDUSTRIAL 
UNDERTAKINGS ESTABLISHED 
BEFORE 1ST JULY 2011 

SECTION 65E 

 
 
 
 
 

“New Sub-section shall be added” 
 

 
For the purposes of this section, ‗new equity‘ 
means equity raised through fresh issue of 
shares against cash by the company and shall 
not include loans obtained from shareholders 
or directors:  
 
Provided that short term loans and finances 
obtained from banking companies or non-
banking financial institutions for the purposes 
of meeting working capital requirements shall 
not disqualify the taxpayer from claiming tax 
credit under this section.; 

 
COMMENTS:  This section relates to allowing of tax credit to industrial undertakings setup 
before 1st July 2011. The salient features of this section after the proposed amendments are as 
under: 

i. The tax payer should be a company setup before 1st July 2011. 
ii. The company should invest 100 % in new equity raised through issuance of new shares 

and shall not include loans obtained from share holder or directors. However, any short 
term loan or finance obtained from banking company or non banking financial institution 
for the purpose of meeting working capital requirement shall not disqualify the tax payer 
from claiming tax credit. 

iii. The new equity must be used for the purchase and installation of plant and machinery 
for an industrial undertaking including corporate dairy farming. 

iv. The purpose should be expansion of plant and machinery already installed or 
undertaking a new project. 

v. The plant and machinery should have been installed any time between 1st July 2011 and 
30th June 2016. 

 
Any company meeting the above conditions shall be given a tax credit equal to 100 % of the tax 
payable attributable to such expansion project or new project on the taxable income arising from 
such project for a period of five years beginning from the date of setting up or commencement 
of commercial production from the new plant or expansion project, whichever is later. In case of 
more than one project or where separate books of accounts are not being maintained for each 
project then the tax credit will be in proportion to the new equity and total equity including new 
equity. 
 
COST SECTION 76(11) 
Existing Proposed Amendment 

 
“New Sub-section shall be added” 

 

Notwithstanding anything contained in this 
section, the Board may prescribe rules for 
determination of cost for any asset.; 

 
COMMENTS:  This section deals with determination of cost of an asset for the purpose of this 
Ordinance. By virtue of the proposed amendment the Board has been empowered to prescribe 
rules for the determination of cost for any asset. 
 
 
CONSIDERATION RECEIVED SECTION 77(6) 
Existing Proposed Amendment 
 

“New sub-Section shall be added” 

 

Notwithstanding anything contained in this 
section, the Board may prescribe rules for 
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CONSIDERATION RECEIVED SECTION 77(6) 
determination of consideration received for 
any asset. 

 
COMMENTS: This section deals with determination of consideration received by a person on 
disposal of an asset for the purpose of this Ordinance. By virtue of the proposed amendment 
the Board has been empowered to prescribe rules for the determination of the amount of 
consideration received. 
 
 
SPECIAL PROVISION RELATING TO 
CAPITAL GAIN TAX 

SECTION 100B(NEW) 

Existing Proposed Amendment 
 
 
 

“New Section shall be added” 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

“New Section shall be added” 
 

 

(1) Capital gains on disposal of listed 
securities and tax thereon, subject to section 
37A, shall be computed, determined, collected 
and deposited in accordance with the rules 
laid down in the Eighth Schedule.  
 
(2) The provisions of sub–section (1) shall not 
apply to the following persons or class of 
persons, namely:-  
 
 (a) a mutual fund;  

(b) a banking company, a non-banking 
finance company, and an insurance company 
subject to tax under the Fourth Schedule;  

(c) a modaraba;  

(d) a ―foreign institutional investor‖ being a 

person  
registered with NCCPL as a foreign 
institutional investor; and  

(e) any other person or class of persons 
notified by the Board. 

 
COMMENTS:  Through an Ordinance a much awaited rescue ruling exercising the executive 
powers was promulgated with the hope that under the revised Capital Gain Tax (CGT) regime, 
stock market would attract new investment which would further increase revenue collection. 
Now the provisions of the Ordinance are being made part of the Income Tax Ordinance, 2001. 
As we have already issued our comments through Our “The Impact” Series therefore, we are 
reproducing the same: 
 
The salient features of the changes introduced through the Ordinance are being discussed here 
under: 

1. Capital value tax (CVT) @ 0.01% of the purchase value on purchase of shares of a 

public company listed on a registered stock exchange has been imposed. The CVT on 
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SPECIAL PROVISION RELATING TO 
CAPITAL GAIN TAX 

SECTION 100B(NEW) 

stock market transactions was abolished in the past. 

2. Under the Income Tax ordinance, 2001, no enquiries regarding the nature and source of 

investment (calculated in a prescribed manner) in the shares would be made; 

• from the coming into force of a new Schedule i.e. Eighth Schedule (Rules for 

computation of capital gains on listed securities) up to June 30, 2014 where amount 

remains invested for a period of 120 days.  

• for investment made prior to the introduction of a new Schedule i.e. Eighth Schedule 

(Rules for computation of capital gains on listed securities) and the amount remains 

invested for a period of 45 days up to June 30, 2012. 

Furthermore, The tax on capital gains, if any, has to be duly discharged through National 
Clearing Company of Pakistan Limited (NCCPL) automated system in collaboration with The 
Central Depository Company of Pakistan Limited , a statement of investments is to be filed with 
the Commissioner along with the return of income and wealth statement for the relevant tax 
year within the due date as provided in section 118. 
 
The NCCPL shall issue a certificate to the taxpayer for filing along with the return of income. 
The NCCPL is also required to furnish to the Board within 30 days of the end of each quarter, a 
statement of capital gains and tax computed thereon. The amendment also provides for the 
regular system and procedural audits of NCCPL on quarterly basis by Pakistan Revenue 
Automation Limited (Pral), or any other company or firm approved by the Board and any 
authority appointed under section 209, not below the level of Additional Commissioner Inland 
Revenue. 
 

The ordinance seeks to amend Finance Act, 1989, Income Tax Ordinance, 2001 and shall 
come in force at once. 

AMENDMENTS IN FINANCE ACT, 1989 
 
Capital Value Tax 
Scope of Capital Value Tax has been enhanced by levying tax at the rate of 0.01 per cent of the 
purchase value on purchase of shares of a public company listed on a registered stock 
exchange in Pakistan through amendments made in Section 7 of the Finance Act, 1989. 
 
AMENDMENTS IN INCOME TAX ORDINANCE, 2001 
 
Section 2 of the Income Tax Ordinance has been amended whereby following definition of 
NCCPL being inserted by adding a new clause 35AA. 

(35AA) “NCCPL” means National clearing Company of Pakistan Limited, which is 
a company incorporated under the Companies Ordinance, 1984 (XLVII of 1984) 
and licensed as “Clearing House” by the Securities and Exchange Commissioner 
of Pakistan,”; 
 

Capital Gain Tax 
Special Provisions relating to Capital Gain Tax has been introduced through insertion of Section 
100B and corresponding Eighth Schedule providing rules for the computation of capital gains on 
listed securities.  
Sub-section 2 of newly inserted Section 100B excluded following persons or class of persons 
from the applicability of aforesaid Section: 



Tax Commentary 2012   

  24 
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• a mutual fund; 

• a banking company, a non-banking company, and an insurance company subject to tax 

under the Fourth Schedule; 

• a modaraba; 

• a ‘foreign institutional investor’ being a person registered with NCCPL as a foreign 

institutional investor; and 

• any other person or class of persons notified by the Board. 

Section 233A 
Collection of advance tax by a Stock Exchange registered in Pakistan at the rate of 0.01 percent 
on traded value from its members in respect of trading of shares by the members has been 
deleted through omitting clause (c) of Section 233A and corresponding clause (iii) in Division IIA 
of Part IV. 
 

 

FIRST SCHEDULE 
Part I 

Division VII 
Following changes in rates of tax to be paid under Section 37A shall be made through the 
Ordinance. 

S. No. Period Tax Year Rate of Tax (%) 
   Before 

Amendment 
After 

Amendment 
1. Where holding period 

of a security is less 
than six months 

2011 
2012 
2013 
2014 
2015 

10 
10 

12.5 
15 

17.5 

10 
10 
10 
10 

17.5 
     

2. Where holding period 
of a security is six 

months or more but 
less than twelve 

months 

2011 
2012 
2013 
2014 
2015 
2016 

7.5 
8 

8.5 
9 

9.5 
10 

7.5 
8 
8 
8 

9.5 
10 

     
3. Where holding period 

of a security is twelve 
months or more 

 0 Omitted 

 
 

EIGHTH SCHEDULE [Section 100B] 
 

RULES FOR THE COMPUTATION OF CAPITAL GAINS ON LISTED SECURITIES 
MANNER AND BASIS OF COMPUTATION OF CAPITAL GAINS AND TAX 
THEREON. 
  
1. Tax on capital gains on disposal of listed securities, subject to tax under section 37A, 
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and to which section 100B apply, shall be collected and deposited on behalf of taxpayers 

by NCCPL in the prescribed manner for which NCCPL shall develop an automated 

system. 

2. Central Depository Company of Pakistan Limited shall furnish information as required by 

NCCPL for discharging obligations under this Schedule. 

3. NCCPL shall issue an annual or a shorter period certificate to the taxpayer in respect of 

capital gains subject to tax under this Schedule which is required to be filed along with 

the return of income of the taxpayer and such certificate shall be conclusive evidence in 

respect of the income under this Schedule. 

4.  A statement of capital gains and tax computed thereon shall be furnished to the Board 

within thirty days of the end of each quarter by the NCCPL. 

5. Capital gains computed under this Schedule shall be chargeable to tax at the rate 

applicable in Division VII of Part I of the First Schedule. 

 
 

SOURCES OF INVESTMENT 
 
1. The Ordinance seeks to enhance relaxation to investors by providing that no enquiries 

as to the nature and source of the amount invested shall be made for any investment 

made prior to enforcement of this Schedule in the listed securities subject to the 

following conditions: 

• a statement of investments along with the return of income and wealth 

statement for tax year 2012 is filed with the Commissioner; and 

• the amount remains invested for a period of forty five days up to 30th of June 

2012, in the prescribed manner. 

2. No enquiries as to the nature and source of the amount invested in shares of public 

listed company from the date of coming into force of this Schedule till June 30, 

2014, shall be made subject to the following conditions: 

• the amount remains invested for a period of one hundred and twenty days in 

the prescribed manner; 

• tax on capital gains, if any, has duly been discharged in the prescribed 

manner; and 

• a statement of investments along with the return of income and wealth 

statement for the relevant tax year is filed with the Commissioner;  

3. For the purpose of this rule, amount of investment shall be calculated in the prescribed 

manner, excluding market value of net open sale position in futures and derivatives, if 

such sale is in a security that constitutes the said investment. 
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CERTAIN PROVISIONS OF THIS ORDINANCE NOT TO APPLY 
 
The respective provisions for collection and recovery of tax, advance tax and deduction of tax at 
source laid down in the Parts IV and V of Chapter X shall not apply on the income from capital 
gains subject to tax under this Schedule and these provisions shall apply in the manner as laid 
down in the rules made under this Ordinance, except where the recovery of tax is referred by 
NCCPL to the Board. 
 
PAYMENT OF TAX COLLECTED BY NCCPL TO THE BOARD 
 
The amount collected by NCCPL on behalf of the Board shall be deposited in a separate bank 
account with National Bank of Pakistan and the said amount shall be paid to the Board along 
with interest accrued thereon on yearly basis by July 31st next following the financial year in 
which the amount was collected. 
 
PERSONS TO WHOM THIS SCHEDULE SHALL NOT APPLY 
 
If a person intends not to opt for determination any payment of tax as laid down in this 
Schedule, he shall file an irrevocable option to NCCPL after obtaining prior approval of the 
Commissioner in the manner prescribed. In such case the provisions of rule 2 shall not apply. 
 
RESPONSIBILITY AND OBLIGATION OF NCCPL 
 
1. Regular system and procedural audits of NCCPL on quarterly basis shall be conducted 

to verify the implementation of this Schedule and rules made under this Ordinance by 

any of the following authorities: 

• Pakistan Revenue Automation Limited (PRAL), a company incorporated 

under the Companies Ordinance, 1984 (XLVII of 1984);  or 

• any other company or firm approved by the Board; or 

• any authority not below the level of an Additional Commissioner Inland 

Revenue appointed under section 209 of the Ordinance. 

2. NCCPL shall implement the recommendations if any, of the audit report as approved by 

the Commissioner and make adjustments for short or excessive deductions. However, 

no penal action shall be taken against NCCPL on account of any error, omission or 

mistake that has occurred from application of the audited system.  

3. NCCPL shall be empowered to refer a particular case for recovery of tax to the Board in 

case NCCPL is unable to recover the amount of tax. 

TRANSITIONAL PROVISIONS - In respect of tax year 2012, for the period commencing 
from coming into force of this Schedule till June 30, 2012, the certificate issued by NCCPL 
under rule 1(4) shall be the basis of capital gains and tax thereon for that period. 

 
 
GEOGRAPHICAL SOURCE OF 
INCOME 

SECTION 101(6) 

Existing Proposed Amendment 
A dividend shall be Pakistan-source income 

 

For the words and full stop paid by a resident 
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GEOGRAPHICAL SOURCE OF 
INCOME 

SECTION 101(6) 

if it is paid by a resident company. 
 
 
 
 

“New Clause shall be added” 
 

 
“New Clause shall be added” 

 

company. a hyphen shall be substituted and 
thereafter the following clauses shall be 
added, namely:-  
 
 
Paid by a resident company; or  
 
 
Dividend as per provisions of sub-clause (f) of 
clause (19) of section 2. 

 
COMMENTS: This section provides for determination of various geographical sources of 
income. Sub-section 6 of this section provided that a dividend income shall be a Pakistani 
source income if it is  paid by a resident company now it is proposed to add second criteria 
where by a dividend as per provisions of sub-clause (f) of clause 19 of section 2 shall also be a 
Pakistani source income. According to sub-clause (f) of clause 19 of section 2 dividend includes 
remittance of after tax profit of a branch of a foreign company operating in Pakistan.  
 
 
MINIMUM TAX ON THE INCOME OF 
CERTAIN PERSONS 

SECTION 113(1)EXPLANATION 

Existing Proposed Amendment 
 

 
“New explanation after sub-section  “1” 

shall be added” 

 

Explanation.- For the purpose of this sub-
section, the expression tax payable or paid 
does not include tax already paid or payable 
in respect of deemed income which is 
assessed as final discharge of the tax liability 
under section 169 or under any other 
provision of this Ordinance. 

 
COMMENTS:  It is proposed to add an explanation under this section whereby the expression  
“tax payable and paid” would not include tax already paid or payable in respect of deemed 
income which is assessed as final discharge of the tax liability under section 169 (tax collected 
or deducted as a final tax) or under any other provision of this Ordinance. 
 
 
RETURN OF INCOME 

 
SECTION 114(6) 

Existing Proposed Amendment 
every company; 
 
any person not covered by clause 8[(a), (ab), 
(ac) or (ad)] who, 
 
 
 
 

“New Clause shall be added” 
 
 

 

“Shall be Omitted” 
 
For the full stop a semicolon and the word 
“and” shall be substituted 
 
Taxable income declared is not less than and 
loss declared is not more than income or loss, 
as the case may be, determined by an order 
issued under sections 121, 122, 122A, 122C, 
129, 132, 133 or 221:  
 
Provided that if any of the above conditions is 
not fulfilled, the return furnished shall be 
treated as an invalid return as if it had not 
been furnished. 
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MINIMUM TAX ON THE INCOME OF 
CERTAIN PERSONS 

SECTION 113(1)EXPLANATION 

COMMENTS:  This sub-section provides for filing of revised return by a tax payer in case any 
omission or wrong statement is discovered subject to the following conditions: 
 

(a) It is accompanied by the revised accounts or revised audited accounts, as the case 
maybe; and 

(b) The reasons for the revisions of return in writing, duly signed, by the taxpayers are filed 
with the return. 

(c)  
Now it is proposed to add clause ( C ) to the above whereby to qualify for filing of revised return 
the taxable income declared should not be less than and loss declared not more than income or 
loss as the case may be determined by an order issued under section 121 (Best judgment 
assessment), 122 (Amendment of assessments). 122A (Revision by the Commissioner), 122C 
(Provisional assessment), 129 (Decision in appeal), 132 (Disposal of appeals by the Appellate 
tribunal), 133 (Reference to High Court), 221 (Rectification of mistakes).  
This is a very harsh amendment  as even a genuine omission cannot be rectified by filing a 
revised return unless the revised declaration fulfills the conditions laid down under clause ( C ) 
above. 
 
 
ASSESSMENTS SECTION 120(6) 
Existing Proposed Amendment 
No notice under sub-section (3) shall be 
issued after the end of the financial year in 
which return was furnished, and the 
provisions of sub-section (1) shall apply 
accordingly. 

 

For the words end of the financial year in 
which return was furnished the word expiry of 
one hundred and eighty days from the end of 
the financial year in which return was 
furnished shall be substituted; 

 
COMMENTS: Under the current provisions no notice can be issued by a Commissioner to the 
tax payer to fulfill the deficiencies where a tax payer has not furnished complete return of 
income after the end of the financial year in which the return was furnished. It is proposed to 
extend this limitation period by 180 days from the end of the financial year in which the return 
was furnished.  
 
 
BEST JUDGMENT ASSESSMENT SECTION 121(1) 
Existing Proposed Amendment 
Where a person fails to — 2[ ]  
 
3[(aa) furnish a statement as required by a 
notice under sub-section (5) of section 115; 
or]  
 
(b) furnish a return as required under section 
143 or section 144; or  
 
(c) furnish the statement as required under 
section 116; or  
 
(d) produce before the Commissioner, or any 
person employed by a firm of chartered 
accountants 4[or a firm of cost and 
management accountants] under section 
177, accounts, documents and records 
required to be maintained under section 174, 

 

After the words “tax due thereon” the words 
and commas ”and the assessment, if any, 
treated to have been made on the basis of 
return or revised return filed by the taxpayer 
shall be of no legal effect” shall be inserted. 
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BEST JUDGMENT ASSESSMENT SECTION 121(1) 
or any other relevant document or evidence 
that may be required by him for the purpose 
of making assessment of income and 
determination of tax due thereon,  
 
The Commissioner may, based on any 
available information or material and to the 
best of his judgment, make an assessment 
of the taxable income 5[or income] of the 
person and the tax due thereon. 
 
COMMENTS: This section deals with the powers of the Commissioner for making best 
judgment assessment subject to fulfillment of certain conditions. Now, it is proposed to add  an 
additional condition whereby the assessment treated to have been made on the basis of return 
or revised return filed by the tax payer shall be of no legal effect. 
 
 
AMENDMENT OF ASSESSMENTS SECTION 122(1)(5A) 
Existing Proposed Amendment 
Subject to this section, the Commissioner 
may amend an assessment order treated as 
issued under section 120 or issued under 
section 121, 1[or issued under section 59, 
59A, 62, 63 or 65 of the repealed 
Ordinance,] by making such alterations or 
additions as the Commissioner considers 
necessary 2. 
 
Subject to sub-section (9), the Commissioner 
may amend, or further amend, an 
assessment order, if he considers that the 
assessment order is erroneous in so far it is 
prejudicial to the interest of revenue. 

 

After the figure 121 the comma and words or 
issued under section 122C shall be inserted; 
and  

The words, commas and the figures issued 
under section 59, 59A, 62, 63 or 65 of the 

repealed Ordinance‖ shall be omitted. 

 
 
After the word “may” a comma shall be 
inserted and thereafter the words and 
commas “after making, or causing to be 
made, such enquiries as he deems 
necessary,” shall be inserted. 

 
COMMENTS: Under this section the powers of the Commissioner to amend an assessment 
order are being enhanced to treat assessment order issued under section 122C (provisional 
assessment) by making such alterations or additions and after making or causing to be made 
such enquiries as the commissioner deems/considers necessary. While the reference of the 
provisions of sections contained in the repealed Ordinance are being deleted. 
 
 
PROVISIONAL ASSESSMENTS SECTION 122C(2)PROVISO 
Existing Proposed Amendment 
Provided that the provisions of sub-section 
(2) shall not apply if return of income 
alongwith wealth statement, wealth 
reconciliation statement and other 
documents required under sub-section (2A) 
of section 116 are filed by the person for the 
relevant tax year during the said period of 
sixty days. 

 

After the words “the person” the words “being 
an individual or an association of persons” 
shall be inserted; and 
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PROVISIONAL ASSESSMENTS SECTION 122C(2)PROVISO 
 
 
 

“New Proviso shall be added” 
 

 
“Provided further that the provisions of sub-
section (2) shall not apply to a company if 
return of income tax alongwith audited 
accounts or final accounts, as the case may 
be, for the relevant tax year are filed by the 
company electronically during the said period 
of sixty days.”; 

 
COMMENTS: Under the existing law in sub-section 2, in case a person files various documents 
for the relevant tax year within 60 days from the date of service of order of the provisional 
assessment, the assessment made under this section cannot be treated as final assessment. 
The documents mentioned in this proviso have no relevance to the documents required to be 
filed by a company. Now, it is proposed to further clarify by insertion of the words “an individual 
or an association of person”. A new proviso is being added whereby in case, if a company files 
its return of income along with audited accounts or final accounts for the relevant tax year 
electronically before the expiry of 60 days from the date of service of order of the provisional 
assessment, the assessment made under this section cannot be treated as final assessment. 
 
 
APPEAL TO THE COMMISSIONER 
(APPEALS) 

SECTION 127(1) 

Existing Proposed Amendment 
Any person dissatisfied with any order 
passed by a Commissioner or an 2[Officer of 
Inland Revenue] under section 121, 122, 
143, 144, 3[162,] 170, 182, 4[ ] 5[or 205], or 
………………………………appeal to the 
Commissioner (Appeals) against the order. 

 

For the words “a provisional” the word “an” 
shall be substituted; 
 
 
 
 

 
COMMENTS: Seeks to remove lacuna. 
 
 
PROCEDURE IN APPEAL SECTION 128(1A) 
Existing Proposed Amendment 
 
 
 

“New Sub-section shall be added” 
 

 

Where in a particular case, the Commissioner 
(Appeals) is of the opinion that the recovery of 
tax levied under this Ordinance, shall cause 
undue hardship to the taxpayer, he, after 
affording opportunity of being heard to the 
Commissioner against whose order appeal 
has been made, may stay the recovery of 
such tax for a period not exceeding thirty days 
in aggregate.” 

 
COMMENTS: According to the proposed amendment Commissioner appeal is being given 
powers to grant stay to the tax payer for an aggregate period of not exceeding 30 days after 
affording an opportunity to the Commissioner of being heard against whose order appeal has 
been made. 
 
 
DECISIONS IN APPEAL 

 
SECTION 129(5)(6)(7) 

Existing Proposed Amendment 
Where the Commissioner (Appeals) has not 
made an order on an appeal before the 
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PROCEDURE IN APPEAL SECTION 128(1A) 
expiration of 4[four] months from the end of 
the month in which the appeal was lodged, 
the relief sought by the appellant in the 
appeal shall be treated as having been given 
and all the provisions of this Ordinance shall 
have effect accordingly.  
 
For the purposes of sub-section (5), any 
period during which the hearing of an appeal 
is adjourned on the request of the appellant 
shall be excluded in the computation of the 
period of 5[four] months referred to in that 
sub-section.  
 
The provisions of sub-section (5) shall not 
apply unless a notice by the appellant stating 
that no order under sub-section (1) has been 
made is personally served by the appellant 
on the Commissioner (Appeals) not less than 
thirty days before the expiration of the period 
of 1[four] months. 

 
“Sub-section shall be Omitted” 

 
 
 
 
 
 
 

“Sub-section shall be Omitted” 
 
 
 
 
 
 

“Sub-section shall be Omitted” 

 
COMMENTS: Under the existing provisions of this section it was mandatory for the 
Commissioner (Appeals) to decide the case within a limited period failing which the relief sought 
by the applicant is deemed to have been given. Now, these restrictions by the omission of sub-
section (5)(6)(7) are being withdrawn. 
 
 
APPOINTMENT OF THE APPELLATE 
TRIBUNAL 

SECTION 130(4)(i)(ii) 

Existing Proposed Amendment 
He is an officer of Inland Revenue equivalent 
to the rank of Regional Commissioner; or 
 
 
A Commissioner Inland Revenue or 
Commissioner Inland Revenue (Appeals) 
having at least five years experience as 
Commissioner or Collector. 
 
The Federal Government shall appoint a 
member of the Appellate Tribunal as 
Chairperson of the Tribunal and, except in 
special circumstances, the person appointed 
should be a judicial member. 

 

After the words “Inland Revenue” the word 
“Service” shall be inserted. 
 
 
For the word “five” the word “three” shall be 
substituted; 
 
 
 
For the words and commas and, except in 
special circumstances, the person appointed 

should be a judicial member‖ shall be 

omitted. 
 
COMMENTS:  Seeks to provide for change of nomenclature 
 
 
APPEAL TO THE APPELLATE 
TRIBUNAL 

SECTION 131(5)PROVISO 

Existing 

 

Proposed Amendment 
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APPEAL TO THE APPELLATE 
TRIBUNAL 

SECTION 131(5)PROVISO 

Provided that where recovery of tax has 
been stayed by the Appellate Tribunal by an 
order, such order shall cease to have effect 
on the expiration of a period of three months 
following the date on which it is made, 
unless the appeal is decided, or such order 
be withdrawn by the Appellate Tribunal 
earlier:  
 
Provided further that the Appellate Tribunal 
shall not make an order which has the effect 
of staying the recovery of tax beyond the 
period of six months in aggregate.]  
 
2[Provided further that the Appellate Tribunal 
may stay the recovery of the tax on filing the 
appeal which order will remain operative for 
thirty days and during which period a notice 
shall be issued to the respondent and after 
hearing the parties, order may be confirmed 
or varied as the Tribunal deems fit but stay 
order shall in no case remain operative for 
more than one hundred and eighty days. 

“Provided that if on filing of application in a 
particular case, the Appellate Tribunal is of 
the opinion that the recovery of tax levied 
under this Ordinance and upheld by the 
Commissioner (Appeals), shall cause undue 
hardship to the taxpayer, the Tribunal, after 
affording opportunity of being heard to the 
Commissioner, may stay the recovery of such 
tax for a period not exceeding one hundred 
and eighty days in aggregate:  
 
Provided further that in computing the 
aforesaid period of one hundred and eighty 
days, the period, if any, for which the recovery 
of tax was stayed by a High Court, shall be 
excluded.” 

 
COMMENTS:  It is proposed to substitute the first second and third provisos under sub-section 
5 whereby the Appellate Tribunal in genuine hardship cases may stay recovery of tax for a 
period of 180 days in aggregate. The Tribunal can exercise this power after affording an 
opportunity of being heard to the Commissioner. For the purpose of calculating 180 days, period 
of stay granted by the High Court shall be excluded. 
 
 
DUE DATE FOR PAYMENT OF TAX SECTION 137(2)PROVISO 
Existing Proposed Amendment 
7[Provided that the tax payable as a result of 
provisional assessment 8[order] under 
section 122C, as specified in the notice 
under sub-section (2) shall be payable 
9[immediately] after a period of sixty days 
from the date of service of the notice. 
 

“New Proviso shall be added” 

 

For full stop at the end a colon shall be 
substituted. 
 
 
 
 
“Provided further that the taxpayer may pay 
the tax payable prior to expiry of the period of 
sixty days specified in the first proviso.” 

 
COMMENTS: Seeks to provide option to taxpayer for payment of tax voluntarily 
 
 
IMPORTS 

SECTION 148(7)(8) 

Existing Proposed Amendment 
The tax collected under this section shall be 
a final tax 1[except as provided under sub-
section (8)] on the income of the importer 
arising from the imports subject to sub-
section (1) and this sub-section shall not 
apply in the case of import—  

 

After the word “tax”, occurring for the first 
time, the words “required to be” shall be 
inserted; 
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IMPORTS 

SECTION 148(7)(8) 

(a) raw material, plant, machinery, 
equipment and parts by an industrial 
undertaking for its own use;  
(b) fertilizer by manufacturer of fertilizer; and  
(c) 2[motor vehicles] in CBU condition by 
manufacturer of 3[motor vehicles].]  
4[(d) large import houses, who,-  
(i) have paid-up capital of exceeding 
Rs.5[250] million;  
(ii) have imports exceeding Rs.500 million 
during the tax year;  
(iii) own total assets exceeding Rs.6[350] 
million at the close of the tax year;  
(iv) is single object company;  
(v) maintain computerized records of imports 
and sale of goods;  
(vi) maintain a system for issuance of 100% 
cash receipts on sales;  
(vii) present accounts for tax audit every 
year;  
(viii) is registered with Sales Tax 
Department; and  
(ix) make sales of industrial raw material of 
manufacturer registered for sales tax 
purposes.] 
 
The tax collected from a person under this 
section on the import of edible oil 2[and 
packing material] for a tax year shall be 
[minimum] tax. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
After the word “tax”, occurring for the first 
time, the words “required to be” shall be 
inserted; 

 
COMMENTS:  Seeks to remove ambiguity in section 148(7). 
 
 
PROFIT ON DEBT SECTION 151(3) 
Existing Proposed Amendment 
Tax deducted under this section shall be a 
final tax on the profit on debt arising to a 
taxpayer other than a company 

 

For the word “deducted”, the word 
“deductible” shall be substituted; 

 
COMMENTS:  Seeks to replace the word deducted with deductible in section 151(3). 
 
 
PAYMENTS TO NON-RESIDENTS SECTION152(1AAA)(2)(2A) 
Existing Proposed Amendment 
 
 

“New Sub-section shall be added” 
 
 
 
 
The tax deducted under sub-section (1A) 
shall be a final tax on the income of a non-

 

“Every person making a payment for 
advertisement services to a non-resident 
media person relaying from outside Pakistan 
shall deduct tax from the gross amount paid at 
the rate specified in Division IIIA of Part III of 
the First Schedule.” 
 
For the word “deducted” the word “deductible” 
shall be substituted;  
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PAYMENTS TO NON-RESIDENTS SECTION152(1AAA)(2)(2A) 
resident person arising from a contract.]  
 
 
The tax deducted under sub-section (1AA) 
shall be a final tax on the income of the non-
resident person arising out of such payment.] 
 
Subject to sub-section (3), every person 
paying an amount to a non-resident person 
(other than an amount to which sub-section 
(1) 5[or sub-section (1A) 6[, (1AA)] applies)] 
shall deduct tax from the gross amount paid 
at the rate specified in Division II of Part III of 
the First Schedule. 
 
 
 

“New Sub-section shall be added” 
 
 
 
 
that is subject to deduction of tax under 
section 149, 150, 153, 155 7[,] 156 8[or 233]; 

 
 
 
For the word “deducted” the word “deductible” 
shall be substituted;  
 
 
 
After the brackets, figure and letters “(1AA)” 
the comma, brackets, letter, words and 
figure”, (1AAA) or (2A)” shall be inserted;  
 
 
 
 
 
 
Sub-section (1AA) shall not apply to an 
amount, with the written approval of the 
Commissioner, that is taxable to a permanent 
establishment in Pakistan of the non-resident 
person. 
 
The figure and comma “153,” shall be omitted; 

 
COMMENTS: Payments to non-resident media persons was covered under section 153A in the 
existing Ordinance which is being replaced by the provisions for collection of tax on sale to the 
distributors, etc by the manufacturers. To cater for this substitution a new sub-section is being 
inserted whereby every person making a payment for advertisement services to a non-resident 
media person relaying from outside Pakistan shall deduct tax at the rate of 10 % from the gross 
amount paid. Furthermore, sub-section 2A is being inserted which provides for non-applicability 
of sub-section 1AA (payment relating to insurance premium or reinsurance premium to a non-
resident person) with the approval of the Commissioner; if the amount is taxable to a permanent 
establishment in Pakistan of the non-resident person.  
 
 
PAYMENT FOR GOODS, SERVICES 
AND CONTRACTS 

SECTION 153(1)(3) 

Existing Proposed Amendment 
Every prescribed person making a payment 
in full or part including a payment by way of 
advance to a resident person or permanent 
establishment in Pakistan of a non-resident 
person─  
(a) for the sale of goods;  
(b) for the rendering of or providing of 
services; and  
(c) on the execution of a contract, other than 
a contract for the sale of goods or the 
rendering of or providing services, shall, at 
the time of making the payment, deduct tax 
from the gross amount payable (including 
sales tax, if any) at the rate specified in 
Division III of Part III of the First Schedule. 
 

 

The words “permanent establishment in 
Pakistan of a non-resident person” shall be 
omitted;  
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PAYMENT FOR GOODS, SERVICES 
AND CONTRACTS 

SECTION 153(1)(3) 

 
The tax deducted under clauses (a) and (c) 
of sub-section (1) and under sub-section (2) 
of this section, on the income of a resident 
person or permanent establishment of a non-
resident person, shall be final tax.  
Provided that,─  
Tax deducted under clause (a) of sub-
section (1) shall be adjustable where 
payments are received on sale or supply of 
goods, by a, —  
(i) company being a manufacturer of such 
goods; or  
(ii) public company listed on a registered 
stock exchange in Pakistan; 
 
 
Tax deducted shall be a minimum tax on 
transactions referred to in clause (b) of sub-
section (1); and 

 
For the word “deducted” the word “deductible” 
shall be substituted; and  
 
The words “permanent establishment in 
Pakistan of a non-resident person” shall be 
omitted;  
 
 
 
 
 
 
 
 
 
For the word “deducted” the word “deductible” 
shall be substituted; 

 
COMMENTS: Seeks to remove provisions relating to the non-residents  
 
 
 
 
PAYMENT TO TRADERS AND 
DISTRIBUTORS 

SECTION 153A(NEW) 

Existing Proposed Amendment 
Payment to Non-Resident Media Persons: 
 
Every person making a payment for 
advertisement services to a non-resident 
media person relaying from outside Pakistan 
shall deduct tax from the gross amount paid 
at the rate specified in Division IIIA of Part III 
of the First Schedule. 

 

Every manufacturer, at the time of sale to 
distributors, dealers and wholesalers, shall 
collect tax at the rate specified in Part IIA of 
the First Schedule, from the aforesaid 
persons, to whom such sales have been 
made.  
 
Tax credit for the tax collected under sub-
section (1) shall be allowed in computing the 
tax due by the person on the taxable income 
for the tax year in which the tax was collected. 

 
COMMENTS:  This is a substituted section whereby every manufacturer is now required to 
collect tax at the rate of 1 % on the gross amount of sale at the time of sale to distributors, 
dealers and wholesalers. The tax so collected would be in the nature of advance tax and due 
credit will be allowed in computing the tax due. While the substituted provisions relating to 
Media persons are being added in section 152 as discussed above. 
 
 
EXPORTS, PRIZES AND WINNINGS, 
PETROLEUM PRODUCTS 

 
SECTIONS 154(4), 156(3) & 156A 

 
Existing Proposed Amendment 
The tax deducted under this section shall be 
a final tax on the income arising from the 
transactions referred to in this section. 

 

For the word “deducted” the word “deductible” 
shall be substituted; 
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EXPORTS, PRIZES AND WINNINGS, 
PETROLEUM PRODUCTS 

 
SECTIONS 154(4), 156(3) & 156A 

 
 
The tax deducted under sub-section (1) or 
collected under section (2) shall be final tax 
on the income from prizes or winnings 
referred to in the said sub-sections. 
 
The tax deducted under sub-section (1) shall 
be a final tax on the income arising from the 
sale of petroleum products to which sub-
section (1) applies. 

 
For the word “deducted” the word “deductible” 
shall be substituted;  
 
 
 

For the word “deducted”‖ the word 

“deductible” shall be substituted. 
 
COMMENTS:  Seeks to replace the word “deducted” with “deductible”. 
 
 
TAX COLLECTED OR DEDUCTED AS 
A FINAL TAX 

SECTION 169(1)(a)(b)(2)(d)(e)(f) 

Existing Proposed Amendment 
The collection of advance tax is a final tax 
under sub-section (7) of section 148 3[or 
sub-section (5) of section 234 4[or section 
234A] ] on the income to which it relates; or  
 
The deduction of tax is a final tax under 
5[sub-section (3) of section 151], sub-section 
(1B) 6[or sub-section (1BB)] of section 152,] 
7[clauses (a), (c) and (d) of sub-section (3) 
of section 153], 8[section 153A,] sub-section 
(4) of section 154, 9[ ] sub-section (3) of 
section 156, 1[ ] 2[sub-section (2) of section 
156A or sub-section 3[(1) and] (3) of section 
233 4[ ]] on the income from which it has 
been deducted. 
 
The tax deducted shall not be reduced by 
any tax credit allowed under this Ordinance; 
and 
  
There shall be no refund of the tax collected 
or deducted 5[unless the tax so collected or 
deducted is in excess of the amount for 
which the taxpayer is chargeable under this 
Ordinance.] 
 
 

“New Clause shall be added” 

 

For the words “collection of advance tax”‖ the 

words “advance tax required to be collected”‖ 

shall be substituted; and  

 

For the word and figure “section 153A”‖ the 

words and figures “sub-section (1AAA) of 

section 152”‖ shall be substituted;  

 

For the words “deduction of tax”‖ the words 

“tax required to be deducted”‖ shall be 
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TAX COLLECTED OR DEDUCTED AS 
A FINAL TAX 

SECTION 169(1)(a)(b)(2)(d)(e)(f) 

substituted; and  
 

For the words “has been deducted”‖ the 

words “was deductible”‖ shall be substituted. 

 
“Clause shall be omitted” 

 
 
 
For the full stop a semi colon and the word 

“and”‖ shall be substituted and thereafter the 

following new clause shall be added, namely.  
 
 
Tax deductible has not been deducted, or 
short deducted, the said non- deduction or 
short deduction may be recovered under 
section 162, and all the provisions of this 
Ordinance shall apply accordingly. 

 
COMMENTS: Necessary changes have been proposed to provide for amendment in section 
153A, 152(1AAA), etc. While in sub-section 2 a new clause (f) is being inserted whereby in case 
of non deduction or short deduction of tax, it maybe recovered under section 162. 
 
 
ADDITIONAL PAYMENT FOR 
DELAYED REFUNDS 

SECTION 171(1) 

Existing Proposed Amendment 
Where a refund due to a taxpayer is not paid 
within three months of the date on which it 
becomes due, the Commissioner shall pay to 
the taxpayer a further amount by way of 
compensation at the rate of 2[KIBOR] per 
annum of the amount of the refund 
computed for the period commencing at the 
end of the three month period and ending on 
the date on which it was paid 3[:]  
 
4[Provided that where there is reason to 
believe that a person has claimed the refund 
which is not admissible to him, the provision 
regarding the payment of such additional 
amount shall not apply till the investigation of 

 

For the letters “KIBOR”‖ the word “fifteen”‖ 

shall be substituted.  
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ADDITIONAL PAYMENT FOR 
DELAYED REFUNDS 

SECTION 171(1) 

the claim is completed and the claim is either 
accepted or rejected. 
 
COMMENTS: This section provides for the compensation at the rate of KIBOR per annum to 
the tax payer in case the tax payer is not paid the refund due within 3 months of the date on 
which it becomes due. Now, it is proposed to replace the interest rate from KIBOR to 15 % per 
annum.  
 
 
 
NOTICE TO OBTAIN INFORMATION 
OR EVIDENCE 

SECTION 176(1)(c) 

Existing Proposed Amendment 
The firm of chartered accountants, as 
appointed by the 4[Board or the 
Commissioner], to conduct audit under 
section 177, for any tax year, may with the 
prior approval of the Commissioner 
concerned, enter the business premises of a 
taxpayer, selected for audit, to obtain any 
information, require production of any record, 
on which the required information is stored 
and examine it within such premises; and 
such firm may if specifically delegated by the 
Commissioner, also exercise the powers as 
provided in sub-section (4). 

 

The words “selected for audit”‖ shall be 

omitted.  
 
 
 
 
 
 

 
COMMENTS: Under the existing provisions of this section the firm of Chartered Accountants 
after being appointed by the Board or the Commissioner to conduct audit under section 177 
may enter into the business premises of the tax payer selected for audit to obtain information, 
record etc. Now it is being proposed to omit the word “selected for audit”.  
 
 
TAX PAYER CARD SECTION 181B(NEW) 
Existing Proposed Amendment 
 

 
“New Section shall be inserted” 

 

Subject to this Ordinance, the Board may 
make a scheme for introduction of a tax payer 
honour card for individual taxpayers, who fulfill 
a minimum criteria to be eligible for the 
benefits as contained in the scheme. 

 
COMMENTS:  It is proposed to introduce the “Tax Payer Honor Card” for individual tax payers 
who fulfills the minimum criteria. The introduction of this card promises various benefits to the 
eligible tax payers.   
 
 
OFFENCES AND PENALTIES SECTION 182(PROVISO) 
Existing Proposed Amendment 
The penalties specified under sub-section (1) 
shall be applied in a consistent manner and 
no penalty shall be payable unless an order 
in writing is passed by the Commissioner, 
Commissioner (Appeals) or the Appellate 
Tribunal after providing an opportunity of 

 

For the full stop at the end a colon shall be 
substituted, and thereafter the following 
proviso shall be added namely:-  
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OFFENCES AND PENALTIES SECTION 182(PROVISO) 
being heard to the person concerned. 
 
 

“New Proviso shall be added” 
 

 
 
Provided that where the taxpayer admits his 
default he may voluntarily pay the amount of 
penalty due under this section. 

 
COMMENTS:  A proviso is proposed to be inserted whereby in case tax payer admits his 
default he may voluntarily pay the amount of penalty due. 
 
 
POWER TO COMPOUND OFFENCES SECTION 202 
Existing Proposed Amendment 
Notwithstanding any provisions of this 
Ordinance, where any person has committed 
any offence, the Director General may, with 
the prior approval of the Board, either before 
or after the institution of proceedings, 
compound such offence subject to payment 
of tax due along with 1[default surcharge] 
and penalty as is determined under the 
provisions of this Ordinance. 

 

For the words “Director General”‖ the words 

“Chief Commissioner”‖ shall be substituted. 

 
COMMENTS:  Seeks to replace the term “Director General” with “Chief Commissioner”. 
 
 

 
 

SECTION 205(1)PROVISO (1A)(1B)(3) 
PROVISO 

Existing Proposed Amendment 
A person who fails to pay –  
 
3[(a) any tax, excluding the advance tax 
under section 147 and 4[default surcharge] 
under this section;]  
 
(b) any penalty; or  
 
(c) any amount referred to in section 140 or 
141,  
 
on or before the due date for payment shall 
be liable for 5[default surcharge] at a rate 
equal to 6[KIBOR plus three per cent per 
quarter] on the tax, penalty or other amount 
unpaid computed for the period commencing 
on the date on which the tax, penalty or 
other amount was due and ending on the 
date on which it was paid.  
 
 
 
 
 

“New Proviso shall be added” 
 

 

 
 
 
 
 
 
 
 
 
 
 
For the letters and words “KIBOR” plus three 

per cent per quarter‖ the figure and words “18 

per cent per annum”‖ shall be substituted 

 
 
For the full stop at the end a colon shall be 
substituted  
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A person who fails to pay advance tax under 
section 147 shall be liable for 8[default 
surcharge] at a rate equal to 9[KIBOR plus 
three per cent per quarter] on the amount of 
tax unpaid computed for the period 
commencing on the date on which it was due 
and ending on the date on which it was paid 
or date on which the return of income for the 
relevant tax year was due, whichever is 
earlier.]  
 
Where, in respect of any tax year, any 
taxpayer fails to pay tax under sub-section 
2[(4A), or] (6) of section 147 or the tax so 
paid is less than 3[ninety] per cent of the tax 
chargeable for the relevant tax year, he shall 
be liable to pay 4[default surcharge] at the 
rate of 5[KIBOR plus three per cent per 
quarter] on the amount of tax so chargeable 
or the amount by which the tax paid by him 
falls short of the 6[ninety] per cent, as the 
case may be; and such 7[default surcharge] 
surcharge] shall be calculated from the first 
day of April in that year to the date on which 
assessment is made or the thirtieth day of 
June of the financial year next following, 
whichever is the earlier. 
 
A person who fails to 9[collect tax, as 
required under Division II of Part V of this 
Chapter or Chapter XII or deduct tax as 
required under Division III of Part V of this 
Chapter or Chapter XII or fails to] pay an 
amount of tax collected or deducted as 
required under section 160 on or before the 
due date for payment shall be liable for 
10[default surcharge] at a rate equal to 
11[KIBOR plus three per cent per quarter] on 
the amount unpaid computed for the period 
commencing on the date the amount was 
required to be collected or deducted and 
ending on the date on which it was paid to 
the Commissioner. 
 
 
 
 
 

 
 
Provided that if the person opts to pay the tax 
due on the basis of an order under section 
129 on or before the due date given in the 
notice under sub-section (2) of section 137 
issued in consequence of the said order, and 
does not file an appeal under section 131, he 
shall not be liable to pay default surcharge for 
the period beginning from the due date of 
payment in consequence of an order 
appealed against to the date of payment in 
consequence of notice under sub-section (2) 

of section 137.‖; 

 
 
For the letters and words “KIBOR plus three 

per cent per quarter”‖ the figure and words 

“18 per cent per annum”‖ shall be substituted;  

 
 
 
 
 
 
 
For the letters and words “KIBOR plus three 

per cent per quarter”‖ the figure and words 

“18 per cent per annum”‖ shall be substituted. 
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INCOME TAX AUTHORITIES SECTION 207(3)(3A) 
Existing Proposed Amendment 
The Chief Commissioners Inland Revenue 
and Commissioners Inland Revenue 
(Appeals) shall be subordinate to the Board 
and Commissioners Inland Revenue, shall 
be subordinate to the Chief Commissioner 
Inland Revenue. 
 
 
 

 

Income tax authorities specified in sub-section 
(1) except in clause (a) shall be subordinate to 
the Board. 
 
 
 
Commissioners Inland Revenue, Additional 
Commissioners Inland Revenue, Deputy 
Commissioners Inland Revenue, Assistant 

“New Proviso shall be added”  
 
 
 
 
For the letters and words “KIBOR plus three 

per cent per quarter”‖ the figure and words 

“18 per cent per annum”‖ shall be substituted; 

and  
 
For the full stop at the end a colon shall be 
substituted and thereafter the following 
proviso shall be added namely:-  
 
 
 
 
 
 
 
 
Provided that if the person opts to pay the tax 
due on the basis of an order under section 
129 on or before the due date given in the 
notice under sub-section (2) of section 137 
issued in consequence of the said order and 
does not file an appeal under section 131, he 
shall not be liable to pay default surcharge for 
the period beginning from the date of order 
under section 161 to the date of payment. 

 
COMMENTS:  In the above section, defaults surcharge is charged at the rate equal to KIBOR 
plus 3 % per quarter. Now, it is proposed to change this rate to 18 % per annum. Furthermore, 
proviso is being added whereby if a person ops to pay the tax due on the basis of an Appellate 
order or makes the payment before due date and does not file an appeal he shall not be liable 
to pay default surcharged for the duration. 
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INCOME TAX AUTHORITIES SECTION 207(3)(3A) 
“New Sub Section shall be added” 

 
Commissioners Inland Revenue, Inland 
Revenue Officers, Inland Revenue Audit 
Officer, Superintendents Inland Revenue, 
Auditors Inland Revenue and Inspectors 
Inland Revenue, shall be subordinate to the 
Chief Commissioners Inland Revenue. 

 
COMMENTS:  Seeks to make all Income Tax authorities subordinate to FBR. 
 
 
DELEGATION SECTION 210(1B) 
Existing Proposed Amendment 
The Commissioner may delegate the powers 
to a firm of chartered accountants 5[or a firm 
of Cost and Management Accountants] 
appointed by the 6[Board or the 
Commissioner] to conduct the audit of 
persons selected for audit under section 177. 

 

the word “selected” shall be omitted; 
 
 
 
 
 

 
COMENTS:  Seems to make an editorial correction. 
 
 
POWER ON FUNCTION EXERCISED SECTION 211(14A) 
Existing Proposed Amendment 
 

 
“New Sub Section shall be added” 

 

The Board or with the approval of the Board 
an authority appointed under this Ordinance, 
shall be competent to exercise all powers 
conferred upon any authority subordinate to it. 

 
COMMENTS:  Seeks to authorize Board and other authorities to exercise powers of 
subordinate authorities. 
 
 
CONDONATION OF TIME LIMIT SECTION 214A 
Existing Proposed Amendment 
Where any time or period has been specified 
under any of the provisions of the Ordinance 
or rules made there-under within which any 
application is to be made or any act or thing 
is to be done, the Board may, in any case or 
class of cases, permit such application to be 
made or such act or thing to be done within 
such time or period as it may consider 
appropriate:  
 
 

“New explanation shall be added” 
 
 
 
Provided that the Board may, by notification 
in the official Gazette, and subject to such 
limitations or conditions as may be specified 
therein, empower any Commissioner or 
Director General under this Ordinance to 

 

For the colon a full stop shall be substituted 
and thereafter the following explanation shall 
be added, namely:-  
 
 
 
 
 
 
Explanation,- For the purpose of this section, 

the expression “any act or thing is to be done‖ 

includes any act or thing to be done by the 
taxpayer or by the authorities specified in 
section 207”. 
 
In the proviso, for the word “Director 
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CONDONATION OF TIME LIMIT SECTION 214A 
exercise the powers under this section in any 
case or class of cases. 

General”‖ the words “Chief Commissioner” 

shall be substituted. 
 

 
COMMENTS:  Seeks to clarify the powers of the Board under section 214A 
 
 
DIRECTION GENERAL 
(INTELLIGENCE AND 
INVESTIGATION), INLAND REVENUE. 

SECTION 230(35AA) 

Existing Proposed Amendment 
 

 
 
 
 
 

“New Section shall be added” 

 

The Directorate General (Intelligence and 
Investigation) Inland Revenue shall consist of 
a Director General and as many Directors, 
Additional Directors, Deputy Directors and 
Assistant Directors and such other officers as 
the Board, may by notification in the official 
Gazette, appoint.  
 
The Board may, by notification in the official 
Gazette,- 
  
(a) specify the functions and jurisdiction of the 
Directorate General and its officers; and  
 

(d) confer the powers of authorities 
specified in section 207 upon the 
Directorate General and its officers. 

 
COMMENTS:  Seeks to assign functions to DG, Intelligence and Investigation-IR. 
 
CASH WITHDRAWAL FROM BANKS SECTION 231A(1) 
Existing Proposed Amendment 
Every banking company shall deduct tax at 
the rate specified in Division VI of Part IV of 
the First Schedule, if the payment for cash 
withdrawal, or the sum total of the payments 
for cash withdrawal in a day, exceeds 
twenty-five thousand rupees. 

 

in section 231A, in sub-section (1), for the 
word “twenty-five” the word “fifty” shall be 
substituted. 
 

 
COMMENTS: Presently, all cash withdrawals from banks in a day exceeding Rs. 25,000 are 
subject to collection of advance tax. Now this limit is proposed is to be enhanced to Rs. 50,000. 
 
 
BROKERAGE AND COMMISSION  SECTION 233(3) 
Existing Proposed Amendment 
Where any tax is collected from a person 
under sub-section (1), the tax so collected 
shall be the final tax on the income of such 
persons. 

 

After the word “is” the words “required to be” 
shall be inserted and for the words “the tax so 
collected” the words “such tax shall be 
substituted”. 
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BROKERAGE AND COMMISSION  SECTION 233(3) 
COMMENTS:  Seeks to clarify and remove ambiguities regarding presumptive tax on brokerage 
and commission. 
 
 
COLLECTION OF TAX BY STOCK 
EXCHANGE REGISTERED IN 
PAKISTAN 

SECTION 233A 

Existing Proposed Amendment 
At the rates specified in Division IIA of Part 
IV of First Schedule from its Members on 
purchase of shares in lieu of 1[tax on] the 
commission earned by such Members;  
 
At the rates specified in Division IIA of Part 
IV of First 2[Schedule] from its Members on 
sale of shares in lieu of 3[tax on] the 
commission earned by such Members;  
 
From its 4[Members] in respect of trading of 
shares by the Members at the rates specified 
in Division IIA of Part IV of First Schedule; 
and 
 
From its 5[Members] in respect of financing 
of carryover trades 6[ ] in share business at 
the rate specified in Division IIA of Part IV of 
First schedule. 
 
The tax collected under clauses (a) to (c) of 
sub-section (1) shall be 8[adjustable]. 

 

After the semicolon the word “and”‖ shall be 

added;  
 
 
 

For the semicolon and the words “and”‖ a full 

stop shall be substituted; and  
 
 
 
 

“Clause shall be omitted” 
 
 
 
 
 

“Clause shall be omitted” 
 
 
in sub-section (2), for the brackets and letter 
“(c)” the brackets and letters “(b)” shall be 
substituted 

 
COMMENTS: Seeks to remove Stock Exchange as withholding agent to collect tax on carryover 
trades. 
 
 
COLLECTION OF TAX BY NCCPL SECTION 233AA 
Existing Proposed Amendment 

 
“New Section shall be added” 

 

 

NCCPL shall collect advance tax from the 
members of Stock Exchange registered in 
Pakistan, in respect of margin financing in 
share business at the rate specified in 
Division IIA of Part IV of First Schedule. 

 
COMMENTS:  Seeks to make NCCPL as withholding agent for margin financing. 
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THE FIRST SCHEDULE 
PART I  
RATES OF TAX FOR BUSINESS INDIVIDUALS & ASSOCIATION OF PERSONS (AOP)  
DIVISION I 
          
COMMENTS: The basic limit of exemption is proposed to be enhanced to Rs. 400,000/- from the 
existing limit of Rs. 350,000/-. The existing flat tax rate for AOPs @ 25% is also proposed to be 
abolished. It is proposed that the AOPs’ will be charged as per the slabs of business individual and 
will also enjoy basic exemption threshold of Rs. 400,000/-. The newly introduced slab rates will 
substantially reduce the tax liability as compared to the last year’s tax amount. The rate of tax 
applicable with the amount of tax charged for the period from July 2012 to June 2013 in 
comparison to the corresponding tax year’s charge will be as under: 

 
Taxable Income Tax Rate 

% 
Proposed Tax  

for AOPs & 
Business 

Individuals 
(Rs.) 

Existing Tax  
for Business 
Individuals 

 (Rs.) 
 

Tax 
Reduction 

Where taxable income 
does not exceed 
Rs.400,000. 

0 NIL 26,250 to 
30,000 

Upto  
30,000 

Where the taxable income 
exceeds Rs.400,000 but 
does not exceed 
Rs.750,000. 

10% of the 
amount 

exceeding Rs. 
400,000/- 

0 to 35,000 30,000 to 
75,000 

Upto  
40,000 

Where the taxable income 
exceeds Rs.750,000 but 
does not exceed 
Rs.1,500,000. 

Rs. 35,000 + 
15% of the 

amount 
exceeding Rs. 

750,000/- 

35,000 to 
147,500 

112,500 to 
300,000 

Upto 
152,500 

Where the taxable income 
exceeds Rs.1,500,000 but  
does not exceed 
Rs.2,500,000. 

Rs. 147,500 + 
20% of the 

amount 
exceeding 

Rs.1,500,000/- 

147,500 to 
347,500 

375,000 to 
625,000 

Upto 
277,500 

Where the taxable income 
exceeds Rs.2,500,000. 

Rs. 347,500 + 
25% of the 

amount 
exceeding Rs. 

2,500,000/- 

347,500 and 
above 

625,000 and 
above 

Minimum 
277,500 

 
RATES OF TAX FOR SALARIED INDIVIDUALS 
 
COMMENTS: The basic limit of exemption is proposed to be enhanced to Rs. 400,000/- from the 
existing limit of Rs. 350,000/-. The newly introduced slab rates will also substantially reduce the tax 
liability in comparison with last year’s tax. The rate of tax applicable with the amount of tax charged 
for the period from July 2012 to June 2013 in comparison to the corresponding tax year’s charge 
will be as under: 

Salary Income Tax Rate 
% 

Tax Charge 
(Rs.) 

Existing Tax 
(Rs.) 

Tax 
Reduction 

Where taxable income 
does not exceed 
Rs.400,000. 

0% NIL 6,000 6,000 

Where the taxable 5% of the 0 to 17,500 10,000 to Upto  
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income exceeds Rs. 
400,000 but does not 
exceed Rs. 750,000. 

amount 
exceeding Rs. 

400,000 

45,000 27,500 

Where the taxable 
income exceeds Rs. 
750,000 but does not 
exceed Rs. 1,500,000. 

Rs. 17,500 + 
10% of the 

amount 
exceeding Rs. 

750,000 

17,500 to 92,500 56,250 to 
187,500 

Upto 
95,000  

Where the taxable 
income exceeds Rs. 
1,500,000 but does not 
exceed Rs. 2,500,000. 

Rs. 92,500 + 
15% of the 

amount 
exceeding Rs. 

1,500,000 

92,500 to 
242,500 

187,500 to 
400,000 

Upto 
157,500 

Where the taxable 
income exceeds Rs. 
2,500,000. 

Rs. 242,500 + 
20% of the 

amount 
exceeding Rs. 

2,500,000 

242,500 and 
above  

400,000 and 
above 

Minimum 
157,500 

 
RATES OF TAX ON CERTAIN PERSONS           
DIVISION IA 
Proposed Amendment 
For the words one per cent the figure and sign 0.50% shall be substituted 
 

COMMENTS: Minimum tax on certain person is proposed to be reduced by 50%. 
 
RATES OF TAX ON ASSOCIATION OF PERSONS          
DIVISION IB 
Proposed Amendment:  
Shall be omitted 

COMMENTS: The bill seeks to withdraw flat rate of 25% tax on AOPs and now the slab rates will 
be applicable accordingly. 

 
CAPITAL GAINS ON DISPOSAL OF SECURITIES        
DIVISION VII 
COMMENTS: The bill proposes to enforce tax rates for tax year 2013 & 2014 for capital gain on 
disposal of securities held for less than six months and twelve months as introduced through 
special presidential ordinance few months ago. 

S. 
No 

Period Tax 
Year 

Rate of Tax 
(proposed) 

Rate of Tax 
(existing) 

1 Where holding period of a security is 
less than six months  

2012 
2013 
2014 
2015 

10% 
10% 
10% 

17.5% 

10% 
12.5% 
15% 

17.5% 
2 Where holding period of a security is 

more than six month but less than 
twelve months. 

2012 
2013 
2014 
2015 
2016 

8% 
8% 
8% 

9.5% 
10% 

8% 
8.5% 
9% 

9.5% 
10% 

3. Where the hold period of a security is 
twelve months or more 

- 0% 0% 
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CAPITAL GAINS ON DISPOSAL OF IMMOVABLE PROPERTY      
DIVISION VIII 
 
COMMENTS: Capital gain tax is proposed to be levied on disposal of immovable properties 
held for short period of time i.e. one to two years. 
S. No. Period Rate of Tax 

1 Where holding of immovable property is upto one year 10% 
2 Where holding period of Immovable property is more than 

one year but not more than two years 
5% 

 
PART II A 
COLLECTION OF TAX FROM DISTRIBUTORS, DEALERS AND WHOLESALERS  
 
Proposed Amendment:  
The rate of tax to be collected under section 153A shall be 1% of the gross amount of 
sales. 
COMMENTS: The bill proposes to bind every manufacturer to collect tax on sales made to 
distributor, dealers and wholesalers @ 1% of the gross amount of sale. 

 
PART III 
PAYMENT TO NON-RESIDENTS            
DIVISION II 
Proposed Amendment:  
The rate of tax to be deducted under sub-section (1AAA) of section 152, shall be 10% of the 
gross amount paid. 

COMMENTS: The bill proposes to deduct tax @ 10% on payment made to non-resident media 
persons on advertisement services under this section previously this tax was being deducted 
under section 153A.  

 
Proposed Amendment:  
The rate of tax to be deducted from a payment referred to in clause (a) of sub-section (1A) of 
section 152 shall be 3.5% of the gross amount payable. 
The rate of tax to be deducted from a payment referred to in clause (b) of sub-section (1A) of 
section 152 shall be: - 

(i) in the case of transport services, two percent of the gross amount payable; or 
(ii) in any other case, six percent of the gross amount payable. 

The rate of tax to be deducted from a payment referred to in clause (c) of sub-section (1A) of 
section 152 shall be six percent of the gross amount payable. 
COMMENTS: Sub-section (2A) as referred in the Finance Bill is seemed to be a typographical 
error. We understand that the correct reference of the section should be sub-section (1A).  

 
PAYMENT TO NON-RESIDENT MEDIA PERSONS      
DIVISION III A 
Proposed Amendment:  
Shall be omitted 

COMMENTS: The proposed amendment seeks to substitute the contents of current section 153A 
meant for nonresident media persons with tax collectable from distributors, dealers, etc as 
discussed in Part IIA and while the previous section is being  harmonized with section 
152(1AAA). 

 
 
PART IV 
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TAX ON MOTOR VEHICLES             
DIVISION III 
Proposed Amendment:  
In clause (i) for the words one rupee the words five rupees shall be substituted 

COMMENTS: The proposed amendment seeks to increase tax on goods transport vehicles to 
five rupees per kilogram of the laden weight from the existing rate of one rupee per kilogram. 

 
Proposed Amendment:  
In clause (2) in the TABLE in the first column against serial number (c) in third column for the 
figure 100‖the figure 500‖shall be substituted 

COMMENTS: The proposed amendment seeks a drastically increase tax per seat for passenger 
transport vehicles having seating capacity of twenty persons or more. 

 
TAX ON MOTOR VEHICLES           
DIVISION VII 
Proposed Amendment:  
For the figure 16,875 occurring for the second time the figure 25,000‖shall be substituted 

COMMENTS: The proposed amendment seeks to increase tax on purchases of motor car and 
jeeps having engine capacity of 1301cc to 1600cc. 

 
 

SECOND SCHEDULE 
 
PART – I – EXEMPTION FROM TOTAL INCOME 
Clause Description Status 

23B 
 
 
 
 
 
 
 
 
 
 
 
 
 

The monthly receipts from “income payment plan” of an individual 
pension accounts, managed by eligible bodies shall be exempt if 
amount is being invested for a period of at least ten (10) years. 
However, in case it is later discovered that all of the conditions for 
availing this exemptions were not complied with, the exemption will be 
revoked retrospectively and the tax will be re-computed and payable for 
the relevant year(s) accordingly.  
The following will qualify as Eligible bodies:  

� a fund manager, or 
� an approved annuity plan, or 
� another individual pension account of eligible person, or 
� the survivors pension account maintained with any other pension 

fund manager as specified in the Voluntary Pension System 
Rules 2005. 

 
 
 

Relaxation 
allowed 

23C Withdrawal of lump sum from approved pension fund representing 
transfer of balance of approved provident fund would be exempt from 
income tax.  

Relaxation 
allowed 

61(i)(a) Donations paid to the “The Citizens Foundation” have now been included 
in the list of qualifying institutions for allowable deductions in income tax. 
 

Relaxation 
allowed 

66(xxviii) Income earned by the “The Citizen Foundation” has also been included 
in the list of qualifying institutions for income tax exemption purposes. 

Relaxation 
allowed 

101 The exemption of Income Tax available on profits and gain by a venture 
capitalist corporation has been enhanced upto June 30, 2024. 

Relaxation 
allowed 

 
PART – II – REDUCTION IN TAX RATES 
Clause Description Status 
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9A 
 
 

The tax under section 148 shall be collected at the rate of 3% on the 
import value of raw material imported by an industrial undertaking for its 
own use subject to the issuance of exemption certificate from the 
Commissioner. 

Exemption 
inserted 

 
PART – IV – EXEMPTION FROM SPECIFIC PROVISIONS 
Clause Description Status 

11B Tax deduction on dividend u/s 150 shall not be applicable on Inter 
corporate dividend given within the group companies entitled for Group 
Taxation u/s 59AA or Group Relief u/s 59B. 

Exemption 
allowed 

11C Provisions of section 151 Profit on debt shall not apply in respect of inter-
corporate profit on debt within the group companies entitled for Group 
Taxation u/s 59AA or Group Relief u/s 59B. 

Exemption 
allowed 

16A The words “news print media services” is proposed to be replaced by the 
words “ persons making payments to electronic and print media” thus   
seeks to elaborate the term used in the Income Tax Ordinance. 
 

Description 
inserted 

41A 
 
 

Importer may opt out of Presumptive Tax if minimum tax liability under 
Normal Tax Regime (NTR) is not less than 60% of tax already collected. 

Relaxation 
allowed 

41AA Exporter may opt out of the Presumptive Tax if minimum tax liability 
under Normal Tax Regime (NTR) is not less than 50% of tax already 
collected. 

Relaxation 
allowed 

41AAA Supplier of goods may opt out of Presumptive Tax, if minimum tax liability 
under Normal Tax Regime (NTR) is not less than 70% of tax already 
collected. 

Relaxation 
allowed 

47B The provisions of Part I, Division VII of the First Schedule catering for 
rates of tax for levy of capital gains u/s 37A are being made inapplicable 
for any person making payment to NIT or Collective Investment scheme 
or a modaraba or approved pension fund or an approved income 
payment plan or a REIT scheme or a private equity and venture capital 
fund or recognised provident fund or an approved superannuation fund 
or an approved gratuity fund.   

Relaxation 
allowed 

56(iii) This clause deals with the inapplicability of section 148 regarding 
withholding tax on imports. According to the proposed amendment now 
goods temporarily imported into Pakistan for subsequent exportation and 
which are exempt from custom duty and sales tax under notification No. 
492(I)/2009 dated 13th June, 2009 will not attract the provisions of section 
148. 

Relaxation 
allowed 

76 Through this clause relaxation was provided to an industrial under taking 
which is manufacturer cum exporter situated in the Karachi Export 
Processing Zone from the applicability of provisions of section 235 
requiring collection of advance tax on electricity bills. Now this relaxation 
is proposed to be withdrawn. 

Relief 
withdrawn 

77 This clause allows for inapplicability of the provisions of section 148 and 
153 on import of supply of items for the dedicated use of renewable 
source of energy. The proposed amendment seeks to further relax these 
provisions on import PV modules with or without the related components. 

Relaxation 
allowed 

 
 

THIRD SCHEDULE 
PART – II 
INITIAL ALLOWANCE AND FIRST YEAR ALLOWANCE 
Description Status 
Under section 23 the initial allowance of 50% has been proposed for  plant and Deduction 
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machinery only, while initial allowance of  25% has been proposed for buildings. reduced 

 
 

FOURTH SCHEDULE 
RULE 6B 
EXEMPTION OF CAPITAL GAIN ON SALE OF SHARES FOR INSURANCE 
COMPANIES 
 
COMMENTS: This schedule covers rules for computation of the profits and gains of 
insurance business. The bill proposes to replace rule 6B for levy of tax on capital gain with the 
following schedule  thus reducing the tax rates for tax year 2012 to 2015: 

S. 
No 

Period Tax 
Year 

Rate of Tax 
(proposed) 

Rate of Tax 
(existing) 

1 Where holding period of a security 
is less than six months  

2011 
2012 
2013 
2014 
2015 

10% 
10% 

12.5% 
15% 

17.5% 

10% 
12.5% 
15% 

17.5% 
17.5% 

2 Where holding period of a security 
is more than six month but less than 
twelve months. 

2011 
2012 
2013 
2014 
2015 

8% 
8% 

8.5% 
9% 
9% 

8% 
8.5% 
9% 

9.5% 
10% 

  
 

FIFTH SCHEDULE 
PART-I 

RULES FOR THE COMPUTATION OF THE PROFITS AND GAINS FROM  
THE EXPLORATION AND PRODUCTION OF PETROLEUM 
Rule COMMENTS 

4A Through the proposed amendment an incentive is being provided to the petroleum 
companies to opt for payment tax @40% on profits and gains, net of royalty, derived by 
a petroleum exploration and production for the tax year 2012 subject to payment of 
whole of the outstanding tax liability created under this Ordinance upto tax year 2011 till 
June 30th, 2012 and withdrawal of all appeals, references and petitions before the 
appellate fora.  This is a one time option which is also irrevocable. 

 
 

SEVENTH SCHEDULE 
 
RULES FOR THE COMPUTATION OF THE PROFITS AND GAINS OF A BANKING 
COMPANY AND TAX PAYABLE THEREON 
Rule COMMENTS 

6 The dividend received from Money Market Funds and Income Funds shall be taxed at 
the rate of 25% for tax year 2013 and at the rate of 35% for tax years 2014 and 
onwards. 

 



Tax Commentary 2012   

  51 

 
 

SALES TAX ACT, 1990 
 

 
ASSESSMENT OF TAX AND  
RECOVERY OF TAX NOT LEVIED OR 
SHORT-LEVIED OR ERRONEOUSLY 
REFUNDED 

SECTION 11 

Existing Proposed Amendment 
Where a person who is required to file a tax 
return failed to file the return for a tax period 
by the due date or pays an amount which, 
for some miscalculation is less than the 
amount of tax actually payable, an officer of 
2[Inland Revenue] shall, after a notice to 
show cause to such person, make an order 
for assessment of tax, including imposition of 
penalty and 3[default surcharge] in 
accordance with section 33 and 34: 
  
Provided that where a person required to file 
a tax return files the return after the due date 
and pays the amount of tax payable in 
accordance with the tax return along with 
3[default surcharge] and penalty, the notice 
to show cause and the order of assessment 
shall abate.  
 
Where a person has not paid the tax due on 
supplies made by him or has made short 
payment or has claimed input tax credit or 
refund which is not admissible under this Act 
for reasons other than those specified in 
sub-section (1), an officer of 2[Inland 
Revenue] shall make an assessment of 
sales tax actually payable by that person or 
determine the amount of tax credit or tax 
refund which he has unlawfully claimed and 
shall impose a penalty and charge 3[default 
surcharge] in accordance with section 33 
and 34.  
 
 
 
 
 

“New sub – Section shall be added” 
 
 
 
 
 
No order under this section shall be made by 
an officer of 2[Inland Revenue] unless a 
notice to show cause is given 5[within five 

 

Where a person who is required to file a tax 
return fails to file the return for a tax period by 
the due date or pays an amount which, for 
some miscalculation is less than the amount 
of tax actually payable, an Officer of Inland 
Revenue shall, after a notice to show cause to 
such person, make an order for assessment 
of tax, including imposition of penalty and 
default surcharge in accordance with section 
33 and 34:  
 
Provided that where a person required to file a 
tax return files the return after the due date 
and pays the amount of tax payable in 
accordance with the tax return along with 
default surcharge and penalty, the notice to 
show cause and the order of assessment 
shall abate.  
 
Where a person has not paid the tax due on 
supplies made by him or has made short 
payment or has claimed input tax credit or 
refund which is not admissible under this Act 
for reasons other than those specified in sub-
section (1), an Officer of Inland Revenue 
shall, after a notice to show cause to such 
person, make an order for assessment of tax 
actually payable by that person or determine 
the amount of tax credit or tax refund which 
he has unlawfully claimed and shall impose a 
penalty and charge default surcharge in 
accordance with section 33 and 34.  
 
Where by reason of some collusion or a 
deliberate act any tax or charge has not been 
levied or made or has been short-levied or 
has been erroneously refunded, the person 
liable to pay any amount of tax or charge or 
the amount of refund erroneously made shall 
be served with a notice requiring him to show 
cause for payment of the amount specified in 
the notice.  
 
Where, by reason of any inadvertence, error 
or misconstruction, any tax or charge has not 
been levied or made or has been short-levied 
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ASSESSMENT OF TAX AND  
RECOVERY OF TAX NOT LEVIED OR 
SHORT-LEVIED OR ERRONEOUSLY 
REFUNDED 

SECTION 11 

years] to the person in default specifying the 
grounds on which it is intended to proceed 
against him and the officer of 1[Inland 
Revenue] shall take into consideration the 
representation made by such person and 
provide him with an opportunity of being 
heard. 
  
Provided that order under this section shall 
be made within 4[one hundred and twenty] 
days of issuance of show cause notice or 
within such extended period as 5[the 
6[Commissioner] 7[  ] ] may, for reasons to be 
recorded in writing, fix provided that such 
extended period shall in no case exceed 
8[sixty] days.  
 
Provided further that any period during which 
the proceedings are adjourned on account of 
a stay order or Alternative Dispute 
Resolution proceedings or the time taken 
through adjournment by the petitioner not 
exceeding thirty days shall be excluded from 
the computation of the period specified in the 
first proviso. 
  
Notwithstanding anything in sub-section (1), 
where a registered person fails to file a 
return, an officer of 12[Inland Revenue], not 
below the rank of Assistant 
1[Commissioner], shall subject to such 
conditions as specified by the 2[Board], 
determine the minimum tax liability of the 
registered person.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

or has been erroneously refunded, the person 
liable to pay the amount of tax or charge or 
the amount of refund erroneously made shall 
be served with a notice requiring him to show 
cause for payment of the amount specified in 
the notice:  
 
 
Provided that, where a tax or charge has not 
been levied under this sub-section, the 
amount of tax shall be recovered as tax 
fraction of the value of supply.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
No order under this section shall be made by 
an Officer of Inland Revenue unless a notice 
to show cause is given within five years, of the 
relevant date, to the person in default 
specifying the grounds on which it is intended 
to proceed against him and the officer of 
Sales Tax shall take into consideration the 
representation made by such person and 
provide him with an opportunity of being 
heard:  
 
Provided that order under this section shall be 
made within one hundred and twenty days of 
issuance of show cause notice or within such 
extended period as the Commissioner may, 
for reasons to be recorded in writing, fix 
provided that such extended period shall in no 
case exceed ninety days:  
 
Provided further that any period during which 
the proceedings are adjourned on account of 
a stay order or Alternative Dispute Resolution 
proceedings or the time taken through 
adjournment by the petitioner not exceeding 
sixty days shall be excluded from the 
computation of the period specified in the first 
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ASSESSMENT OF TAX AND  
RECOVERY OF TAX NOT LEVIED OR 
SHORT-LEVIED OR ERRONEOUSLY 
REFUNDED 

SECTION 11 

 
 
 
 
 
 
 

“New sub – Section shall be added” 
 
 
 
 
 
 
 

 
“New sub – Section shall be added” 

 

proviso.  
 
Notwithstanding anything in sub-section 
 
where a registered person fails to file a return, 
an officer of Inland Revenue not below the 
rank of Assistant Commissioner shall subject 
to such conditions as specified by the Federal 
Board of Revenue, determine the minimum 
tax liability of the registered person.  
 
For the purpose of this section, the expression 
"relevant date" means, 
 
(a) the time of payment of tax or charge as 
provided under section 6; and (b) in a case 
where tax or charge has been erroneously 
refunded, the date of its refund. 

 
COMMENTS:  The proposed amendment seeks to substitute Section 11 in order to combine 
and harmonize it with Section 36 (Recovery of Tax not Levied or Short Levied or Erroneously 
Refunded) of the Act. The proposed amendment further seeks to increase the ‘maximum 
extended period’ within which an assessment order can be made by the Officer of Inland 
Revenue from sixty days to ninety days. Previously, maximum thirty days were allowed to be 
excluded from the computation of aforesaid ‘maximum extended period’ on ground of adjourned 
proceedings. This limit has now proposed to be increased to sixty days. 
 
 
RECOVERY OF TAX NOT LEVIED OR 
SHORT-LEVIED OR ERRONEOUSLY 
REFUNDED 

 
SECTION 36 

Existing Proposed Amendment 
(1) Where by reason of some collusion or a 
deliberate act any tax or charge has not 
been levied…………………………payment 
of the amount specified in the notice.  
 
(2) Where, by reason of any inadvertence, 
error or misconstruction, any tax or charge 
has not been levied………………payment of 
the amount specified in the notice:  
 
(3) The officer of 1[Inland Revenue] 
empowered in this behalf shall, after 
considering the objections of the person 
served with a notice to show cause under 
sub-section……………………….thirty days 
shall be excluded from the computation of 
the periods specified in the first proviso. 
  
(4) For the purpose of this section, the 
expression "relevant date" means, 

 

 
“shall be omitted” 

 
 
 

“shall be omitted” 
 
 
 
 
 
 

“shall be omitted” 
 
 
 
 
 
 

“shall be omitted” 
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RECOVERY OF TAX NOT LEVIED OR 
SHORT-LEVIED OR ERRONEOUSLY 
REFUNDED 

 
SECTION 36 

(a) the time of payment of tax or charge as 
provided under section 6; and  

(b) in a case where tax or charge has been   
erroneously refunded, the date of its 
refund]. 

 
COMMENTS: The proposed amendment seeks to omit this Section and to combine and 
harmonize it with Section 11 by substituting Section 11 commented above. 
 

 
THE FIFTH SCHEDULE 

 
COMMENTS: ‘Supplies against international tender’ were previously categorized as zero-rated. 
However, it has now been proposed to substitute zero rating with exemption on these supplies by 
omitting the relevant entries in the Fifth Schedule and adding the same in the Sixth Schedule.  
 
 

THE SIXTH SCHEDULE 
 

Table - I 
 
COMMENTS: The proposed amendment seeks to align the PCT headings of various items of 
supplies or imports in Table – I of the Sixth Schedule to the Act, with the HS - 2012 version of 
Pakistan Customs Tariff.  
 

Table - II 
 
COMMENTS: Previously supply of locally produced oil obtained from cotton seed was exempt from 
levy of sales tax. This exemption is now proposed to be withdrawn by amending relevant entries in 
the Sixth Schedule. However, through SRO 602(1)/2012 ‘cotton seed oil’ is now added in the list of 
zero-rated goods and shall now be charged to tax at the rate of zero percent subject to the condition 
that it should be supplied to registered manufacturers of vegetable ghee and cooking oil. 
 
A corresponding amendment has also been proposed to be made in the Sixth Schedule to give 
effect to the amendment proposed in the Fifth Schedule commented above. 
 
 

AMENDMENTS PROPOSED IN SALES TAX ACT, 1990 (THE ACT) 
THROUGH FINANCE BILL, 2012 

 
 
NOTIFICATIONS / SROs (SALES TAX) 
 

• A major relief measure has been provided by the Federal Government by rescinding its 
earlier SRO No. 644(1)/2007 dated June 27, 2007 through which sales tax were charged 
over and above the normal rate of sixteen percent on various goods. The rate of sales tax is 
now being harmonized to sixteen percent on all the goods specified in aforementioned SRO. 

 
 

• The exemption granted from levy of sales tax on raw material, sub-components and 
components if imported for the manufacturing of goods to be supplied against international 
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tenders is now being withdrawn through SRO No. 595(1)/2012. Through the aforesaid SRO, 
exemption from levy of sales tax was also granted to the following goods: 

 
Description of goods  Conditions and restrictions 

   
30.   Waste Paper  Supplies thereof 
31.   Remeltable Scrap  Import and supplies thereof 
32.   (i)   Sprinkler equipment  Supplies thereof 
       (ii)   Drip equipment   
       (iii)  Spray pumps and nozzles   

 
The goods described as 31 and 32 above were previously zero-rated which were now 
withdrawn from zero-rated regime through SRO 602(1)/2012. 

 
• The minimum value addition fixed at the rate of ten percent on commercial importers for the 

purpose of payment of sales tax on supply of computer hardware and parts is now being 
withdrawn through SRO 590(1)/2012. 

 
• The rates of sales tax levied on import of ‘rapeseed’ and ‘soyabeen seed’ by solvent 

extraction industries is now being reduced from fifteen / seven percent to fourteen / six 
percent respectively through SROs 605 / 604 (1)/2012 respectively. 

 
• Through SRO 597(1)/2012, minimum value of ‘Billets’ and ‘Ingots’ is being increased to Rs  

65,000 and Rs 60,000 per metric ton, respectively. 
 

• Previously ‘monofilament’ was excluded from the ambit of zero-rating. However, through 
SRO 593(1)/2012, ‘monofilament of more than 67 decitex’ is now being excluded from zero-
rated regime. 

 
 
SALES TAX SPECIAL PROCEDURES RULES, 2007 
 

- Various amendments have been made in Sales Tax Special Procedures Rules, 2007 
through SRO 592(1)/2012 which are being summarized as under: 

 
- The importers who do not claim any refund of excess input tax were not subject to audit 

previously. This sub-rule 2 of Rule 58E is now being omitted and consequently, audit 
requirement is now applicable to the aforesaid importers. 

 
- Rate of sales tax on electricity consumed by steel melter and steel re-roller is being 

increased from Rs. 6 per unit to Rs. 8 per unit of electricity consumed for the production of 
steel billets, ingots and mild steel. 

 
- Sales tax required to be paid by Ship breakers is now being increased from Rs. 4,545 to 

Rs. 6,700 per metric ton of re-rollable scrap supplied by them. The ship breakers are further 
required to submit post dated cheques equivalent to the amount of sales tax in a prescribed 
manner. 

 
- The facility to pay sales tax liabilities on the basis of gas bill shall be allowed to the 

registered steel melters and re-rollers operating on self-generation basis, who have 
requisite permission for producing electricity with the help of gas generators, from the gas 
distribution companies or Oil and Gas Authority or any other Government Authority 
authorized to grant such permission. 

 
- The multiplier used to calculate the sales tax payable by the steel melters has now increased 

from Rs 1,392 to Rs 1,900. 
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- The multiplier used to calculate the sales tax payable by the Re-rolling mills has now 

increased from Rs 38,964 to Rs 51,822. 
 

- The amount of sales tax required to be disclosed on sales tax invoices issued by steel 
melters to re-rollers has increased from Rs 5,526 per metric ton to Rs 7,349 per metric ton. 

 
- The amount of sales tax required to be disclosed on sales tax invoices issued to registered 

persons by steel re-rollers using ingots or billets of steel melters is being increased from Rs 
6,306 per metric ton to Rs 8,387 per metric ton. 

 
- The amount of sales tax required to be disclosed on sales tax invoices issued to 

downstream industry by Re-rollers, using billets of Pakistan Steel Mills or Heavy Mechanical 
Complex or Peoples Steel Mills or imported billets, has increased from Rs 7,308 per metric 
ton to Rs 9,651 per metric ton. 

 
- The amount of sales tax required to be disclosed on sales tax invoices issued to registered 

persons by Re-rollers, using ship-plates and re-rollers scrap as raw material, has increased 
from Rs 5,628 per metric ton to Rs 7,740 per metric ton. 

 
- The amount of sales tax required to be disclosed on sales tax invoices issued to buyers 

other than registered persons by steel Re-rollers has increased from Rs 780 per metric ton 
to Rs 1,040 per metric ton. 

 
- The amount of sales tax required to be disclosed on sales tax invoices issued to registered 

persons by persons supplying imported MS products has increased from Rs 7,308 per 
metric ton to Rs 9,651 per metric ton. 

 
- The amount of sales tax required to be disclosed on sales tax invoices issued to buyers 

other than registered persons on supply of imported MS products has increased from Rs 780 
per metric ton to Rs 1,040 per metric ton. 

 
 

- Values of steel products to be assessed for the purpose of sales tax is being increased as 
under: 

 
Description Existing Rates Substituted Rates 

   
Billets supplied by Pakistan Steel 
Mills, Heavy Mechanical Complex and 
Peoples Steel Mills 

Rs 40,800 per 
metric ton 

Rs 54,264 per metric ton 

Imported billets - USD 585 per metric ton 
Re-rollable scrap supplied by ship 
breakers 

Rs 30,300 per 
metric ton 

Rs 42,188 per metric ton 

 
 

- Through SRO 596(1)/2012, rates of repayment of sales tax on steel products to the 
registered persons on the export of steels products, is being changed as under: 

 
Description Existing Rates Substituted Rates 

   
Ingots or billets other than 
imported or of Pakistan Steel Mills 
or of Peoples Steel Mills 

Rs 4,100 per 
metric ton 

Rs 7,349 per metric ton 

Miled steel re-rolled products 
manufactured from ingots and 

Rs 4,717 per 
metric ton 

Rs 8,387 per metric ton 
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billets other than imported or of 
Pakistan Steel Mills or of Peoples 
Steel Mills 
Miled steel re-rolled products 
manufactured from imported 
billets or billets of Pakistan Steel 
Mills or of Peoples Steel Mills 

Rs 5,460 per 
metric ton 

Rs 9,651 per metric ton 

 
- The conditions prescribed for repayment of sales tax is also being withdrawn. 

 
 

- Previously, the import and supply of polyethylene and polypropylene for manufacture of 
mono filament yarn and net cloth were zero-rated subject to the condition that the 
manufacturer is duly registered and has in-house manufacturing facility and supplies nit cloth 
to green house forming. The aforesaid import and supply is now being exempted as relevant 
amendments have made through SRO 591(1)/2012. 

 
 

- Through SRO 589(1)/2012, certain procedural amendments have been made in 
Registration, Compulsory Registration and De-registration Rules. Further, Rules 50A, 
50B and 50C are being substituted to provide for the procedures and conditions for making 
exempt supplies of locally produced taxable goods by sales tax registered persons against 
international tender contracts awarded by the Federal and Provincial Departments, Local 
Governments, Autonomous and semi-autonomous bodies and Public Sector Organizations. 

 
 

- Through SRO 594(1)/2012, the Federal Government has rescinded following notifications 
issued earlier to give corresponding effect of amendments proposed in Sales Tax Act, 1990: 

 
 SRO 555(1)/1996 dated July 1, 1996 
 SRO 849(1)/1997 dated September 25, 1997 
  SRO 103(1)/2005 dated February 3, 2005 
 SRO 15(1)/2006 dated January 6, 2006 
  
 
NOTE: The Notifications provided that all these amendments will be effective from June 2, 2012. 
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AMENDMENTS PROPOSED IN FEDERAL EXCISE ACT, 2005 (THE ACT)  

THROUGH FINANCE BILL, 2012 
 
 
DEFINITIONS                  SECTION 2 
 
COMMENTS: The proposed amendment seeks to re-number the Clause (12A) as Clause (12).  
 
 

THE FIRST SCHEDULE 
 

Table - I 
 
Locally Produced Cigarettes 
 
Following revision in the retail price tiers of locally produced cigarettes has proposed to be made: 
 

Existing Retail 
Price Limit 

Existing Rate of 
FED 

Proposed Retail 
Price Limit 

Proposed Rate 
of FED 

    
exceeding Rs 21 
per ten cigarette 

65% of the retail 
price 

exceeding Rs 22.86 
per ten cigarette 

65% of the retail 
price 

    
Rs 11.50 to Rs 21 
per ten cigarette 

Rs 6.04 per ten 
cigarettes plus 
70% incremental 
rupee or part 
thereof 

Rs 13.36 to Rs 22.86 
per ten cigarette 

Rs 7.02 per ten 
cigarettes plus 
70% per 
incremental 
rupee or part 
thereof 

    
    
Below Rs 11.50 Rs 6.04 per ten 

cigarettes 
Below Rs 13.36 Rs 7.02 per ten 

cigarettes 
 
Cement 
 
 As a relief measure, an amendment has proposed to be made in the First Schedule which seeks to 
reduce FED on cement from Rs 500 / PMT to Rs 400 / PMT. 
 
Goods Phased out of FED Regime 
 
 A further amendment in Table - I of the First Schedule to the Act has been proposed that seeks to 
abolish the levy of FED on the following goods, previously liable to FED: 
 

• Lubricating oil in packs not exceeding 10 litres; 
• Lubricating oil in packs exceeding 10 litres; 
• Lubricating oil manufactured from reclaimed oils or sludge or sediment, subject to the 

condition if sold in retail packing or under brand names the words manufactured from 
reclaimed oil or sludge or sediment should be clearly printed on the pack; 

• Base lube oil; 
• Perfume and toilet wares; 
• Beauty or make-up preparations and preparations for the care of the skin (other than 

medicaments), including sunscreen or sun tan preparations; manicure or pedicure 
preparation; 
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• Preparations for use on the hair excluding herbal hair oil and kali mehndi; 
• Pre-shave, shaving or after-shave preparations, personal deodorants, bath 

preparations, depilatories and other perfumery, cosmetic or toilet preparations, not 
elsewhere specifies or included; prepared room deodorizers, whether or not 
perfumed or having disinfectant properties (excluding agarbatti and other odoriferous 
preparations which operate by burning); and 

• Filter rods for cigarettes. 
 

Interpretation Clause 
 
The interpretation clause at end of the Table - I to the First Schedule has proposed to be amended 
to add new conditions regarding variant and different price points and minimum price of new brands. 
Through the proposed amendment, manufacturer or importer of cigarettes will be restricted to 
introduce or sell a new cigarette brand variant of the same existing brand family at a price lower 
than the lowest actual price of the existing variant of the same brand family. Further, any new brand 
introduced in the market shall not be priced and sold lower than 5 percent below the price of the 
Most Popular Price Category (MPPC). MMPC is the price point at which the highest numbers of 
excise tax paid cigarettes are sold in the previous fiscal year. 
 
 
 

Table – II 
 
FED on Air Travel 
 
Previously, FED was levy able on services rendered in respect of air travel to or from Pakistan. The 
proposed amendment seeks to levy FED only on services rendered in respect of air travel from 
Pakistan at the following rates:  
 

• Economy and Economy Plus     Rs 3,840 
• Club, Business and First Class    Rs 6,840 

 
 
Further, existing levy of FED on services provided in respect of air travel within Pakistan of ‘sixteen 
percent of the charges plus Rs 20 per ticket’ has also proposed to be increased to ‘sixteen percent 
of the charges plus Rs 60 per ticket’. 
 
 

THE THIRD SCHEDULE 
 
The proposed Finance Bill, 2012 seeks to provide exemption of FED on ‘live stock insurance’ and 
services provided by Asset Management Companies by amending the Third Schedule. The Bill 
further seeks the retrospective application of exemption on services provided by the Asset 
Management Companies which will be effective from July 1, 2007. 
 
 

AMENDMENTS PROPOSED IN FEDERAL EXCISE ACT, 2005 (THE ACT)  
THROUGH FINANCE BILL, 2012 

 
NOTIFICATIONS / SROs (FEDERAL EXCISE) 
 
• Through SRO 600(1)/2012, amendments in Rule 41A ‘Special procedure for collection of 

excise duty on services provided by aircraft operators in respect of travel by air of 
passengers within Pakistan and international air travel of passengers embarking from 
Pakistan for abroad or embarking for Pakistan from anywhere in the world’, to the Federal 
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Excise Rules, 2005 has been made to give corresponding effect to the changes proposed in 
Table - II to the First Schedule. 

 
It has been proposed to levy FED only on services rendered in respect of air travel from 
Pakistan. Previously the same was levy able on services rendered in respect of air travel to or 
from Pakistan. 

 
• Through SRO 598(1)/2012, amendment has been made in Notification No. SRO 649(1)/2005 

dated July 1, 2005; resulting in withdrawal of levy of FED on following goods; 
 

- Perfume and toilet waters; 
 

- Beauty or make-up preparations and preparations for the care of the skin (other than 
medicaments), including sunscreen or sun tan preparations; manicure or pedicure 
preparation; 

 

- Preparations for use on the hair excluding herbal hair oil and kali mehndi; 
 

- Pre-shave, shaving or after-shave preparations, personal deodorants, bath preparations, 
depilatories and other perfumery, cosmetic or toilet preparations, not elsewhere specifies 
or included; prepared room deodorizers, whether or not perfumed or having disinfectant 
properties  

 

• Through SRO 599(1)/2012, amendment has been made in SRO 474(1)/2009 dated June 13, 
2009 to exclude ‘viscose staple fibre’ resulting in disallowing the same from exemption of levy of 
excise duty.  

 
• Through SRO 603(1)/2012, the Federal Government has rescinded following notifications issued 

earlier to give corresponding effect of amendments proposed in Federal Excise Act, 2005: 
 
 SRO 807(1)/2005 dated August 12, 2005 
 SRO 671(1)/2006 dated June 29, 2006 
  SRO 777(1)/2006 dated August 1, 2006 
 SRO 949(1)/2006 dated September 6, 2006 
 SRO 1229(1)/2007 dated December 18, 2007 
 SRO 47(1)/2012 dated January 20, 2012 
 
 
 
NOTE: The Notifications provided that all these amendments will be effective from June 2, 2012 
except for amendments made through SRO 600(1)/2012, commented above, which shall take effect 
on and from July 1, 2012. 
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PROPOSED AMENDMENTS IN CUSTOMS ACT, 1969 (IV OF 1969) 

 
 
Section 2(s) 
Smuggle 

The bill seeks to amend the clause (S) by inserting the words “or en route 
pilferage of transit goods” in the definition of smuggle to make it more 
comprehensive. 
 

Section 3AA, 
3BB, 3BBB, 
3CC 
Appointment 
of Director 
Generals 

Four new sections are being added for better enforcement;  
- 3AA to establish the Directorate General of Transit for exclusive 

clearance and monitoring of the transit cargo. 
 
- 3BB, 3BBB to establish the Directorates General of Reform and 

Automation and Risk Management to manage automation and 
reforms of Pakistan Customs, and to regulate the self-clearance 
system. 

- 3CC to establish the Directorate General of Intellectual Property 
Rights Enforcement for enforcement of intellectual proper rights at 
the borders and ports of the country. 

 
Section 18E 
Pakistan 
customs tariff 
 

A new section is being added to provide for enabling provision to empower 
the Board to make necessary changes in Pakistan Customs Tariff for 
statistical clarity. 
   

Section 81 
Provisional 
determination 
of liability 

The bill seeks to amend section, by inserting the words “or pay order” in 
the second proviso to bring it in line with the first proviso of the section. 

Section 156 
Punishment 
for offences  
 

The bill seeks to remove the punishment of “whipping”, in case of 
smuggling, possession or acquiring of smuggled goods and armed 
intimidation of persons engaged in the discharge of duty or power under 
the Custom Act. 
 
It is proposed to introduce: 

- the punishment of imprisonment for a term not exceeding five 
years, where rules or conditions of transit are contravened. 

 
- Declaring attempts to make un-authorized access/use or interfere 

with the Customs computerized system an offence. 
 

Section 179 
Power of 
adjudication  

The bill proposes to separate adjudication from executive functions, 
expand its scope, and re-distribute their jurisdiction and powers, for 
efficient disposal of cases.  
 
Following new jurisdiction and powers in terms of amount of duties and 
other taxes involved are defined; 
Collector                                       with out limit 
Additional Collector                      not exceeding Rs. 3 million 
Deputy Collector                          not exceeding Rs. 1 million 
Assistant Collector                       not exceeding Rs. 500,000 
Superintendent                            not exceeding Rs. 50,000 
Principal Appraiser                      not exceeding Rs. 50,000 
 

Section 193 
Appeals to 
Collectors 

The bill seeks to amend section by substituting the existing sub-section 
(1), for appeals by any person including an officer of Customs to the 
Collector (Appeals) against the orders of officers below the rank of 
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(Appeals)  
 

Additional Collector, and to allow appeal against rejection of refund claims 
within 30 days of the date of communication of such order or decision. 
 

Section 194-A 
Appeals to the 
Appellate 
Tribunal 
 
 

The bill proposes to amend sub-section (1)  by inserting clause (a), to 
make orders of adjudication of officers not below the rank of Additional 
Collector appealable before the Appellate Tribunal.   

Section 201 
Procedure for 
sale of goods, 
etc. 

It is proposed to introduce an enabling provision for introduction of the 
facility of e-auction “sale of goods through electronic means” by inserting 
new sub-section 1A in the said section. 

Section 202B 
Reward to 
Customs 
Officers and 
Officials 

The bill seeks to add new section; namely 202B to sanction rewards to 
Customs officers and officials for their meritorious conduct in cases of 
evasion of Customs duty and other taxes, and confiscation of goods, as 
prescribed by the rules, only after realization of part or whole of the duty 
and taxes involved in such cases. 
 

Section 211 
Maintenance 
of records 

The bill proposes to require maintenance, keeping of records, 
correspondence concerning import, export and transit trade transactions 
by the Customs licensed transport operators and tracking companies. 
 

Section 224 
Extension of 
time limit 

The bill seeks to amend section to enable to condone the delay and 
extend the time limit laid down in the Act or the rules made there under. 
 

 
 

SUMMARY OF THE IMPORTANT S.R.O’S 
 

S.R.O 573(I)/2012 & S.R.O 565(I)/2006 Dated June 5, 2006 
� By this notification many quasi judicial and administrative functions are being proposed to be 

separated at the Collectorates level i.e Collector of Customs of the import Collectorate. 
� Tube on plate types is proposed to be included for exemption from customs duty in excess of 

rates given in the First Schedule to the Customs Act, 1969. 
� Exemption from customs duty in excess of rates given in the First Schedule to the Customs Act, 

1969, is proposed to be withdrawn on following items; 
 

Description  PCT Heading 
Air Conditioner- Raw Material   

Filter Drier  8421.3910 
Motor  8501.1000 
Resistor  8533.2100 
Thermister  8533.3100 
Relay  8536.4100 

EEAPS- Microwave Oven   

Main mounted circuit board  8516.9000 
Cover top  8516.9000 
Door assembly  8516.9000 
Display with mounted circuit board  8516.9000 
High voltage block assembly  8516.9000 
Accessories  8516.9000 
Main chassis and frame with motor  8516.9000 
Magnetron  8540.7100 
Mechanical Timer  9106.9000 

EEAPS - Car Cassette/Compact Disc Player   
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Remote control  8529.9010 
EEAPS- HI Fi system   

Remote control  8529.9010 
EEAPS - Stereo Cassette/Stereo Car Cassette Player.   

Accessories  8522.9000 
Braket  8522.9000 
Rear cover assy  8522.9000 
Remote control  8522.9000 

           Main frame or chassis with top cover  8522.9000 
Nobs and buttons  8522.9000 
Front panel assy with mounted circuit board  8522.9000 
Mechanism assy with motor and head  8522.9000 

EEAPS - Radio Cassette player   
Remote control  8529.9010 

EEAPS - Pocket Size Cassette Player   
Accessories  8522.9000 
Braket  8522.9000 
Rear cover assy  8522.9000 
Main frame or chassis with top cover  8522.9000 
Nobs and buttons  8522.9000 
Front panel assy with mounted circuit board  8522.9000 
Mechanism assy with motor and head  8522.9000 

 
EEAPS - DVD / VCD Player   

MPEG card  8522.9000 
Metal case  8522.9000 
Loader  8522.9000 
Panel with PCB & Card  8522.9000 
Power board  8522.9000 
Remote control  8522.9000 

EEAPS - Car Audio System   
Remote control  8529.9010 

Mobiles - Phone etc.   
Sealed lead acid batteries  8507:2010 

Viscose staple fiber – Raw Material   
Wood Pulp  4702.0000 

Fans   
Non Grain Oriented Electrical Steel Sheet  7225.1900 

Fortified Rosin  - Raw Material   
Maleic Anhydride  2917.1400 

 
 
� Custom duty on raw material for stationary sector has been reduced to zero per cent and on 

component of stationary item has been reduced from 10 to 5 percent. 
 
� Import of HRC (prime quality) of a thickness exceeding 10mm having PTC code 7208.3690 

used in the manufacturing of welded steel pipes would now be subject to concessionary duty of 
5 per cent. 

 
� Further this notification proposes correction of classification and description of some items in its 

S.R.O 565(I)/2006 Dated June 5, 2006.  
 
S.R.O 574(I)/2012 & S.R.O 567(I)/2006 Dated June 5, 2006 
� The rate of duty on shredded tyre scrap having PCT heading 4004.0020 has been reduced to 

10 %, if imported by cement manufacturers.  
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� A further condition of commercial airlines as registered in Pakistan is mandatory in order to 
import of aircraft engines, aero planes and other aircraft at the rate of 0 percent duty.  

� The concession rate of 30% shall be available only to those ambulances which have following 
features/specifications: 

 
i. Rear Panel and Rear Step 

ii. Stretcher of 8 ft length minimum in case of hiace type vehicles and 6 ft in case of 
mini-van type vehicles. 

iii. Folding Seats for 2-4 persons 
iv. Oxygen Supply system with Cylinder 
v. Rotary Lamp and Siren 
vi. Fire Extinguisher 

vii. Hooks for Intravenous Infusion Giving Sets / Bottles 
viii. Small Cabinet for Medicines. 
ix. Nebulizer, Room Light, Examination Light, Wiring Switch Sockets 12Volt 
x. Water Resistant Floor 
xi. Suction Unit 

xii. Suspension system of base vehicle to be spring and shock absorber type and not 
exclusively of leaf spring type. 

xiii. Permanent markings as ambulance on the front and rear of the vehicle 
 
� Custom duty on raw material and component for printing sector has been reduced to following 

rate; 
 

PCT Heading Description Rate 
3215.1190 Black Ink 10% 
3215.1990 Colour Ink 10% 
3701.3020 CTP Plates   5% 
4802.5700 Fully sensitized cheque paper weighing 40g/m2 or more but not 

more than 150g/m2 
10% 

9612.1010 Red bleed through ribbons for dot matrix printers 10% 
3215.1990 Anti-forgery security printing ink 10% 

 
� Custom duty on 88 pharmaceutical raw materials has been further reduced from 10% to 5%: 
� The rate of duty on paper core for surgical tape (pharmaceutical grade) having PCT heading 

4822.9000 has been reduced to 5 %. 
 
S.R.O 576(I)/2012 & S.R.O 693(I)/2009 Dated July 1st, 2009 
Correction of various PCT headings have been proposed through this notification, further the road 
wheels (excluding casted), rims, discs, caps, ornaments and weights for auto rickshaws (CBU) PCT 
heading 8703.2115 now subject to additional customs duty @ 15%.  
 
 
S.R.O 577(I)/2012 & S.R.O 482(I)/2009 Dated June 13th, 2009 
The Federal Government through this notification proposes following further amendments in its 
S.R.O 482(I)/2009 dated the 13st June, 2009;   
 

� In serial number 1 of the Table, betal nuts having PTC heading 0802.9010 is substituted by 
areca nuts (betal nuts) having PTC heading 0802.8000. 

 
� In serial number 6 of the Table, smoking tobacco having PTC code 2403.1000 is 

substituted by water pipe tobacoo having PTC code 2403.1100 and a new serial 6A is added 
of description other having PTC code 2403.1900.  

 
S.R.O 578(I)/2012 & S.R.O 594(I)/2009 Dated June 25th, 2009 
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A regulatory duty at the rate of twenty-five percent ad valorem was levied on export of goods 
classifiable under the H.S. codes specified in the Table of S.R.O. 594(I)/2009 dated June 25th, 2009.  
By virtue of this current notification, proviso relating to goods made from material imported under the 
facility of DTRE or the scheme of manufacturing bonds as licensed under the Customs Rules, 
2001is being omitted. 
 
S.R.O 579(I)/2012 & S.R.O 209(I)/2009 Dated March 5th, 2009 
 
On the recommendation of the Ministry of Textile Industry new tariff headings for the facilitation of 
the textile industry and to update national tariff in accordance with the international best practice 
has been created in Tariff, through this Notification it has been proposed in Schedule I, II, III, V, 
XXIII, XXIV of the Notification S.R.O 209(I)/2009 Dated March 5th, 2009. 
 
 
S.R.O 580(I)/2012 & S.R.O 210(I)/2009 Dated March 5th, 2009 
 
Seeks correction of classification and description of some items in its S.R.O 210(I)/2009 Dated 
March 5th, 2009. 
 
S.R.O 581(I)/2012 & S.R.O 212(I)/2009 Dated March 5th, 2009 
 
Seeks correction of classification and description of some items in its S.R.O 212(I)/2009 Dated 
March 5th, 2009. 
 
S.R.O 587(I)/2012 & S.R.O 894(I)/2006 Dated August 31th, 2006 
 
Seeks amendments in S.R.O. 894(I)/2006 to exempt the goods, to the extent of percentage of 
concession, on the import into Pakistan from Iran, if made in conformity with the Pakistan – Iran 
Preferential Trade Agreement Rules of Origin, 2004, as follows; 
 

� Shrimps and prawns (0306.1300) from existing rate of 30%, to classify these into Cold-water 
shrimps and prawns (0306.1600) and other shrimps and prawns (0306.1700) and charge the 
rate to 10%. 

 
� Eggs for hatching (0407.0010) from existing rate of 30%, to classify these into fowls of the 

species Gallus domestic-us chicken (0407.1100) and others (0407.1900) and change the 
rate to 5%. 

 
� Eggs for hatching others (0407.0090) from existing rate of 30%,to classify into of fowls of the 

species Gallus domestic-us chicken (0407.2100) and others (0407.2900) and change the 
rate to  5% . 

 
 
S.R.O 601(I)/2012  
 
This SRO provides that Input goods imported to utilize in the manufacturing and export of output 
goods tobe utilized with in 12 months instead of 24 months. Further by this notification a condition of 
not be less than 15% shall be inserted in rule 297, in sub rule (1), in clause (b) in order to avail the 
facility of DTRE.  
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OTHER LAWS 

 

THE FINANCE ACT, 1989 (V OF 1989) CAPITAL VALUE TAX 
 

• The bill seeks to levy capital value tax @ 0.01% of the purchase value of shares of a 
public limited company registered on stock exchange in Pakistan. Previously, the 
capital value tax was calculated on purchase value of modaraba certificates. 

• The bill seeks to withdraw capital value tax on Cantonment Board and the areas 
falling within the rating areas defined under the Urban Immovable Property Act, 
1958. 

• The bill proposes to levy Capital Value Tax on immovable properties as per the 
following schedule: 

 
Residential immovable property, (other than flats) situated in urban areas, measuring 
atleast 500 sq. yds or 1 kanal (whichever is less) and more, 

Description Rate of CVT Remarks 
(i) Where the value of 

immovable property is 
record. 

(ii) Where the value of 
immovable property is 
not recorded 

(iii) Where the value of 
immovable property is a 
constructed property 

(i) 2% of the recorded value. 
 
 

(ii) Rs. 100/sq. yds of the 
landed area. 
 

(iii)  Rs. 10/sq. feet of the 
constructed area in 
addition to the value work 
out above. 

 
 
 

Whichever is higher 

 
Residential flats of any size situated in urban areas 

Description Rate of CVT Remarks 
(i) Where the value of 

immovable property is 
record. 

(ii) Where the value of 
immovable property is 
not recorded 

(i) 2% of the recorded value. 
 
 

(ii) Rs. 100/sq. feet of the 
covered areas of the 
immovable property. 

 
 

Whichever is higher 

 
Commercial immovable property of any size situated in urban areas 

Description Rate of CVT Remarks 
(i) Where the value of 

immovable property is 
record. 

(ii) Where the value of 
immovable property is 
not recorded 

(iii) Where the immovable 
property is a constructed 
property. 

(i) 2% of the recorded value 
of the land area. 
 

(ii) Rs. 100/sq. feet of the 
landed area. 

 

(iii)  Rs. 10/sq. feet of the 
constructed area in 
addition to the value work 
out above. 

 
 
 
 

Whichever is higher 

 
 



Tax Commentary 2012   

  67 

 

 Petroleum Products (Petroleum Levy) Ordinance, 1961  

 

In the above Ordinance 5
th

 Schedule is being substituted with the following; 
 

THE FIFTH SCHEDULE 

 

[See Section 3(1) 
and 7] S. No. 

Petroleum 
Products 

Unit 

Maximum 
Petroleum Levy 

Rate 
(Rupees per unit) 

(1) (2) (3) (4) 

    

1. High Speed Diesel Oil 

(HSDO)  

Litre 8 

2. Motor Gasoline 87 

ROM  

Litre 10 

3. SKO  Litre 6 

4. Light Diesel Oil (LDO)  Litre 3 

5. HOBC  Litre 14 

6. E – 10 Gasoline  Litre 9 

7. Liquefied Petroleum 

Gas (produced/ 

extracted in 

Pakistan)  

Metric Ton 11,486 

 

Natural Gas (Development Surcharge) Ordinance, 1967  

 

In the Natural Gas (Development Surcharge) Ordinance, 1967 (I of 1967), (1) in section 3, 
 

(a) in sub section (1), after the word “shall” the words “collect and” shall be inserted; and 
  

(b) in sub section (3), in the proviso, 
  

(i) for the words “one-time” the word “two-time” shall be substituted; and  

(ii) for the full stop at the end a colon shall be substituted and thereafter the following 

proviso shall be added, namely:-  

 

“Provided further that exemption given to any company under the foregoing proviso 

shall always be supported by reasons justifying such exemption issued with the 

approval of the Secretary and Minister for Petroleum and Natural Resources 

Division”. 

 

 
Pakistan Telecommunication (Re-organization) Act, 1996  
 
Regulation of Generation, Transmission and Distribution of Electric Power Act, 1997  
 
Securities and Exchange Commission Act, 1997  
 
Pakistan Nuclear Regulatory Authority Ordinance, 2001  



Tax Commentary 2012   

  68 

 
Pakistan Electronic Media Regulatory Authority Ordinance, 2002  
 
Oil and Gas Regulatory Authority Ordinance, 2002  

 

In the above statutes, almost similar amendments are being proposed whereby; 

 

Any surplus of receipts over the actual expenditure in a year after payment of tax, shall be remitted 

to the Federal Consolidated Fund and any deficit from the actual expenditure shall be made up by 

the Federal Government; and 

 

All penalties and fines recovered by the Authority shall be credited to the Federal Consolidated 

Fund. 

 
Gas infrastructure Development Cess Act, 2011  

 

In the above Act, Second Schedule is being substituted as follows; 
THE SECOND SCHEDULE 

[See Section 3(1)] 
 

S. No. Sector 
Maximum Rate of Cess 

(Rs/MMBTU) 

(1) (2) (3) 
   

1. Fertilizer - Feed Stock 
(except for the fertilizer 
plants having fixed price 
contracts) 

300 

2. Compressed Natural Gas 
(CNG) 
 

 

(a) Region-I KPK, Baluchistan & 
Potohar Region (Rawalpindi, 
Islamabad & Gujarkhan) 

300 
 

(b) Region-II Sindh & Punjab 
(Excluding Potohar Region) 

200 

3. Industrial (including Captive 
Power) 

100 
 

4. WADPA/KESC/GENCOs 100 
5. Independent Power Plants 

(IPPs) 
100 

 
6. Commercial - 
7. Domestic - 
8. Cement - 
9. Liberty Power Plant - 

 

 

 

 

 

  
 



Lahore:
Room no. 17, 5th Floor,
Davis Hytes,
Davis Road, Lahore.
Tel: (92-42) 36316430, 36316431
Fax: (92-42) 36316429
Email: rasglhr@rasgco.com

www.rasgco.com

Lahore:
Room no. 17, 5th Floor,
Davis Hytes,
Davis Road, Lahore.
Tel: (92-42) 36316430, 36316431
Fax: (92-42) 36316429
Email: rasglhr@rasgco.com

Faisalabad:
First Floor, Al Fateh Plaza,
Plot No. 475/D, D-Ground,
Peoples Colony, Faisalabad.
Tel: (92-41) 8549532, 8549632
Fax: (92-41) 8549732
Email: rasgfsld@rasgco.com

Islamabad:
Room No. 14, 3rd Floor,
Ahmed Centre, Plot No. 35,
Sector I-8 Markaz, Islamabad.
Tel: (92-51) 4864537-8
Fax: (92-51) 4864539
Email: rasgisld@rasgco.com

Corporate Office
5 - Nasim, C.H.S Major Nazir Bhatti Road,

Off: Shaheed-e-Millat Road, Karachi.
Tel: (92-21) 34945427, 34946112, 34931736

Fax: (92-21) 34932629
Email: rasgkhi@rasgco.com, rasg@super.net.pk

Result Assured Services for Growth


