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This memorandum contains an economic review, 

highlights of fiscal proposals and explanatory description 

of the significant changes in the Income Tax, Sales Tax, 

Federal Excise and Customs Duty laws proposed through 

Finance Bill, 2015. It also includes withholding tax guide 

which summarizes withholding tax provisions for quick 

reference. 

 

Amendments proposed in the Finance Bill, 2015 will take 

effect from July 01, 2015, unless stated otherwise, once it 

is approved by the parliament. 

 

The memorandum is aimed at providing general guidance 

with the objective of keeping our clients and staff abreast 

of the changes in the aforementioned law. Deloitte 

Pakistan accepts no duty of care or liability for any loss 

occasioned to any person acting or refraining from action 

as a result of any material in this publication. The users 

are therefore advised to seek professional advice before 

exercising any judgment, interpretation of any legal 

provision and acting thereupon.  

 

The memorandum can also be accessed on our website 

www.deloitte.com/view/en_PK/pk/index.   

 

 
Karachi  
June 05, 2015   

Foreword 
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Budget at a Glance 

 
 

 Rupees  
  

 Rupees  
 

 
 in billion  % 

 
 in billion  % 

 
 2015-16  

  

 2014-15 
Revised  

 Sources of Funds 
     

      
Net Revenue Receipts (a) 

 
2,463  55.3 

 
2,377 55.3  

Net Capital Receipts 
 

 606  13.6 
 

 602  14.0  

External Receipts (net) 
 

 802  18.0 
 

 712  16.6  

Estimated Provincial surplus 
 

 297  6.7 
 

 142  3.3  

Bank Borrowing 
 

 283  6.4 
 

 402  9.3  

Total Sources of Funds 
 

 4,451  100.0    4,235  100.0 

      Application of Funds 
     

      
General Public Services (b) 

 
2,563  59.5 

 
2,518  59.5 

Development Expenditure 
 

 969  17.8 
 

 754  19.5 

Defense Affairs and Services 
 

 781  17.0 
 

 720  16.3 

Subsidies 
 

 138  5.7 
 

 243  4.7 

Total Application of Funds 
 

 4,451  100.0 
  

4,235  100.0 

            
(a) Net Revenue Receipts 

     
      Direct and Indirect Taxes * 3,418  138.8 

 
 2,910  122.4 

Non-Tax Revenue  894  36.3    1,042  43.8 

Gross Revenue Receipts 4,312  175.1 

 
 3,952  166.3 

Less: Provincial Share in Taxes 1,849  75.1 

 
 1,575  66.3 

 
2,463  100.0   2,377  100.0 

      
      
(b) General Public Services      
      
Foreign Loan Repayments  316  12.3 

 
296  11.8 

Interest Payments 1,280  49.9 

 
 1,270  50.4 

Pension  231  9.0 

 
220  8.7 

Grant and Transfers  410  16.0 

 
419  16.6 

Running of Civil Government  326  12.7 

 
313  12.4 

Provision of Pay and Pension Reforms -  - 

 
 -  - 

 
2,563  100.0   2,518  100.0 

      * includes FBR taxes 3,104 126.0 
 

2,605 109.6 
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Third budget of PML (N) government for FY15-16 was presented on 5th June, 2015 by the Finance 
Minister, Mr. Ishaq Dar with aggregate total outlay of PKR 4.451 trillion. Resource availability is 
estimated at PKR 4.168 trillion, and the fiscal deficit is planned to be contained to 4.3%.  
 

Economic overview 
 
The key feature of the current fiscal year was the stabilization of the economy to a great extent with 
inflation hitting the lowest level at 2.1% on YoY in April since 2003-04, improvement of international 
ratings by Moody’s and Standard & Poor’s, policy rate reduced to its lowest in last 42 years at 7%, 
successful IMF reviews, issuance of Ijara Sukkuk bonds and the hallmark of recent history, the 
agreement with Chinese Government on China Pak Economic Corridor (CPEC). The decline in 
international oil prices helped in stabilization of PKR to USD exchange rate and building of foreign 
exchange reserves by saving on import bill of  oil  and reduction in subsidies provided to the power 
sector pulling down the current account deficit to $1.364 billion in July-April 2014-15 from 2.931 billion 
in the same period last year.. While there is some improvement in GDP growth, there are significant 
concerns on the economic performance for the year. These include reduction in growth of commodity 
producing sectors of Agriculture and Industry - which are generally supposed to create employment in 
the economy - and the decline in foreign direct investment (FDI). 
 

Overall, the economic performance in most areas remained unremarkable, with overall GDP growth, 
tax collections, investment and savings falling significantly below the targets. A notable downside 
during the year was the building up of circular debt of power sector that was cleared in the previous 
fiscal year and which had helped in some reduction in the power shortages contributing positively 
towards the growth in the industrial sector.  
 

GDP growth 
 
Real GDP growth of 4.2% during FY15 has slightly improved as in last year but still far below the 
growth rate of other countries like Bangladesh, Sri Lanka and India reflecting significant unutilized 
potential. While the current level of 4.24% falls short of the budget of 5.1%, the new target for FY16 is 
again set at a cautious level of 5.5% rather than a more ambitious level of 6-7% envisioning related 
policy steps to utilize the potential already being displayed by other countries in the region.  
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

       Source: Economic Survey, 2014-15, Ministry of Finance. P = Provisional 

 

Economic Review and  

Budget 2015-16  

Fiscal Changes 
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Source: Economic Survey, 2014-15, Ministry of Finance 

 

 
In a developing economy, the main contributors to improvement in the GDP growth should be the 
commodity producing sectors, i.e. the industrial and agricultural sectors, as they create greater 
employment. However, although an overall increase in the Real GDP growth rate is experienced, it is 
largely contributed by the increase in the percentage share in GDP growth by service sector. The 
aggregate growth commodity producing sectors actually declined considerably from 7.14% to 6.5%, 
whereas the service sector growth improved from 4.4% to 5%. This is a worrying situation perhaps not 
highlighted in the Budget speech where it was rightfully identified that the growth rate has been the 
highest in the past 7 years.  

 
 

Source: Economic Survey, 2014-15, Ministry of Finance 
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Source: Economic Survey, 2014-15, Ministry of Finance 

 
The above chart shows that while agricultural sector moved upwards slightly, but the industrial sector 
experienced a significant decline. 
 
Services sector remains the key contributor to economic growth contributing 59% towards the GDP 
this year. Due to the inherent nature of services sector, despite being the highest contributor to GDP, 
the sector failed to generate sufficient employment to absorb the increase in work force resulting from 
increase in population every year. With population of the country touching roughly 191 million, growth 
in commodity producing sectors is considered essential for generating employment to utilize full 
potential of our young labor force. Moving forward, continued reliance of the economy on services 
sector will further escalate the unemployment.  
 

 

 

Source: Economic Survey, 2014-15, Ministry of Finance Source: Economic Survey, 2014-15, Ministry of Finance, 
World Bank 
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National savings & investments  
 

Source: Economic Survey, 2014-15, Ministry of Finance; P = Provisional 

 
One of the most serious problems faced by the country is continuing declining trend in investment, 
which has reduced from 19.3% of GDP in FY06 to just 15.1% of GDP during FY15. This reduction was 
more pronounced for private fixed investment which went down from 10.0% to 9.7% rather than public 
fixed investment which is relatively inefficient in nature. 
 
National savings have grown slightly from 13.7% to 14.5%, which still one of the lowest in the world 
and should be serious concern for decision makers. The gap between investment and savings 
continues to be financed through debt, further escalating the country’s overall indebtedness. 
 
Comparing Pakistan’s investment to GDP ratio and savings to GDP ratio with those of India, 
Bangladesh, Sri Lanka, and China portrays a dismal picture of the striking difference. Pakistan resides 
at a level approximately half as that of the lowest ranking country among these countries, Sri Lanka, 
where the investment to GDP and saving to GDP ratios are 29% and 22% respectively.  

 

 

Source: Economic Survey, 2014-15, Ministry of Finance, Deloitte Research, E = Annualized based on 10 months of data 
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FDI has also dried up in the past few years and is estimated to be around USD 1 billion mark in FY15 
(12 months estimated). With no domestic savings to fuel the economy with investments and the 
privatization of public sector entities not moving with sufficient pace, FDI is the major source of 
investment in the economy. However, the disappointing levels of FDI show that perhaps the benefits of 
improved international credit ratings and positive outlook highlighted by the Finance Minister have not 
actually helped in improving investment flows in the country.  

 

Trade deficit 
 
Pakistan’s trade deficit has increased to 65% of exports in FY15 from 28% in FY05. The trade gap has 
increased owing to increase in imports of consumable items highest being petroleum, food and 
agricultural products.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Source: State Bank of Pakistan 
E = Annualized based on 10 months of data 

 
 
Total imports are estimated to be around USD 41 billion in FY15, compared to total exports of USD 25 
billion, both of which have declined slightly compared to FY14. The decline in country’s exports, 
despite GSP plus should raise serious concern for decision makers. Current account is heavily 
burdened by petroleum imports rising from 19% of total imports in FY05 to 30% in FY15. However, due 
to drastic reduction in fuel prices, the current account deficit was contained to USD 1.364 billion in July 
- April 2014-15 compared to USD 2.931 billion in the previous year. 
 
Another worrying feature is relatively low proportion of imports of capital goods, which is only 13% of 
the total imports compared to very large proportion of consumable goods. This situation can be 
improved by providing more fiscal incentives to local producers / manufacturers on import of machinery 
and penalizing the import of consumable goods. 

 
Foreign exchange  
 
The US Dollar to PKR exchange rate has begun to show signs of increase but the levels of foreign 
exchange reserves have also recovered which is indeed an achievement of one of the disclosed 
priorities of the government. Obviously, a major contributor to improvement foreign exchange reserves 
is space provided by drastic decline international oil prices.  
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Source: State Bank of Pakistan 

 
 
 
 

Fiscal Policy Implications 
 

Public debt 
 
The government continues to rely on public debt as a source of deficit financing. Due to this reason, 
public debt has seen a sharp surge in utilization since 2007. In particular, domestic debt has seen a 
threefold increase. However, despite continuing increase in overall debt, owing to low interest rates 
when compared to GDP growth, the government has succeed in slightly reducing the total debt to GDP 
ratio. 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source: State Bank of Pakistan, Ministry of Finance 
Note: FY15 figures as at the end of March, 2015 
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Tax collections 
 
Since last few years, tax collection as a percentage of GDP has remained around 10%, which is one of 
the lowest in the world and one of the prime reason of high fiscal deficit. However, during FY15 
government has been successful in slightly improving tax collections and tax to GDP ratio while 
containing fiscal deficit at 5% of GDP. However, structural reforms in taxation remain to be a dire need, 
not only to shift the concentration of FBR’s tax revenue mix from indirect taxation to direct taxation but 
also for enhancing tax base. 
  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source: Economic Survey, 2014-15, Ministry of Finance 
P = Provisional 

 

Monetary policy and interest rates  
 
Owing to continuing sluggish growth, lack of demand from private sector, there was steep decline in 
State Bank’s policy rate, and inflation, which have reduced to one of the lowest level in the country’s 
history. 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source: Economic Survey, 2014-15, Ministry of Finance 
P = Provisional 
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Source: Economic Survey, 2014-15, Ministry of Finance, World Bank 
P = Provisional 

 

Energy Crisis 
 
Energy sector, which is one of the major impediment to Pakistan’s growth, remained largely stagnant. 
The circular debt, which deprives this sector from essential liquidity to the power generation companies 
and consequently contributes to increased power availability is again estimated to have accumulated 
to Rs. 600 billion. One major reason for improvement in industrial growth in FY14 was the payment of 
circular debt, which has not been done in the current year. This is also one of the major impediments 
for attracting investment in the power sector. 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source: Economic Survey, 2014-15, Ministry of Finance, NEPRA 
P = Provisional 
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Health and Education 
 

Much of the measurable indicators like literacy rates and expenditure on education as % of GNP were 
not available for FY15. However, health expenditure as a percentage of GDP declined significantly. 
This could be owing to the devolution of the health as a provincial subject which took place in 2012, as 
the said devolution continues to be a matter requiring attention to successfully execute. From the 
economic point of view, the statistics on expenditures on Health and Education are best judged at the 
provincial level; however, reducing the investment from the Federal level to any extent in order to 
control deficits may not be a sustainable strategy in the long run given Pakistan’s demographic 
makeup. 

 
Source: Economic Survey, 2014-15, Ministry of Finance 
 

Employment 
 

Unemployed workforce has increased significantly since 2008 and has risen to 3.58 million. The un-
employment rate has climbed to 6.0%. Due to low literacy rate, Pakistan lacks skilled labor, and is not 
able to utilize the full potential of its demographics. Also, the sectorial distribution of Pakistan’s 
economy is tilted towards service sector which does not have the capacity to employ large amount of 
labor force unlike industrial sector. Consequently, the problem of unemployment continues to escalate 
year after year. 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Source: Economic Survey, 2014-15, Ministry of Finance 
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Budget and Economic 

outlook for FY 2015-16 
 
The budget presented by the Finance Minister 
targets relatively higher economic growth of 
5.5% to be attained by raising revenue 
collections and attracting higher investment. 
The budget aims to reduce the fiscal deficit to 
4.3 percent, increase revenue and investment 
to GDP ratio, address the energy deficit and 
promote exports besides working on activities 
such as public debt management and the 
Benazir Income Support Programme. While 
the growth rate may appear to be higher 
considering the past history but a look at the 
region shows that this is a modest target 
considering the potential which could easily be 
from 6-7% given an appropriate policy and 
implementation framework. Our current growth 
rate is the lowest in the region and portrays a 
dismal picture when seen with the investment 
to GDP ratios and saving to GDP ratios of 
Pakistan in comparison with the region. The 
highlight of FY15 was CPEC but the pace of 
development of the necessary infrastructure 
also casts doubts on the readiness of the 
government to reap the benefits of this 
strategic project. 
 
The overall economy shows signs of 
stabilization as has been the priority of the 
government which is reflected in the increased 
foreign exchange reserves despite declining 
FDIs and the improvement in the Moody’s and 
S&P’s ratings for Pakistan. However, the 
stabilization is yet to yield any considerable 
dividends. The macroeconomic indicators 
shared by the government in Economic Survey 
and the budget speech do not help in 
addressing the serious issue of decline in the 
growth rate for industrial sector head-on and 
instead resulted in steps of increasing 
collection through withholding regime rather 
than addressing the reasons for lack of 
increase in investment in the commodity 
producing industrial and agriculture sectors. 
The unemployment rate may be less 
threatening as of now but the continued 
retardation of industrial and agricultural sectors 

would increase future unemployment rates as 
well. 
 
The revenue side of the budget focuses on 
increasing rates of existing taxes with some 
reductions. A one-time tax of 4% of income for 
banking companies and 3% for the rest has 
been imposed if the income is Rs. 500 million 
or more to help internally displaced persons. 
Public companies except modarabas and 
banks are encouraged to declare dividends by 
taxing their reserves in excess of 100% of their 
paid up at 10%. The tax rate for companies 
has been reduced from 33% to 32% with the 
exceptions of banks which would be subject to 
a 35% tax. Salaried class, in the lowest 
bracket, has been provided some relief but 
considering it being one of the most significant 
segment of tax payers, not much relief was 
expected for the remaining workforce that falls 
above the minimum slab. In line with a 
commendable strategy of increased collections 
from non-filers of income tax returns, advance 
income tax has been imposed on all banking 
instruments and modes of transfers for non-
filers.  
 
While the budget contains appreciable 
positives, it also includes some strikingly 
obvious negatives. There is not much to be 
appreciated as far as widening of the tax net is 
concerned and neither is there much to cover 
the under-taxed sectors such as wholesalers 
and retailers.  
 
The FY16 budget predicts an aggressive 
growth in resources to the tune of PKR 4.1 
trillion, up by 35% from last year’s target of 
PKR 3 trillion; mainly relying on an ambitious 
FBR’s tax collection targets based on some 
measures through increase of withholding 
taxes and other steps, which will help in 
restricting the fiscal deficit. However, 
aggressive targets as this are less likely to 
materialize given the downward revisions of 
targets that have been a regular phenomenon 
almost every year. Moreover, the fiscal 
measures proposed to enhance the tax 
collections are largely based on withholding 
taxes and other superficial changes, rather 
than any basic reforms. 
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The below list summarizes the salient features 
of the FY16 Budget: 

 

 Real GDP is targeted to be 5.5% for 
FY16. Inflation numbers are expected 
to stay in single digit in the longer run. 
 

 Government has planned to enhance 
Tax to GDP ratio up to 13% during the 
medium term period FY16-FY18. 
 

 Forex reserves are targeted to be 
maintained above USD 20 billion 
during FY16-FY18 
 

 Fiscal deficit is targeted to 4.3% in 
FY16.  
 

 Investment to GDP ratio to be raised 
to 16.5% by the end of FY16 against 
revised target of 13.5% in FY15. 
 

 Debt to GDP ratio to be brought down 
to less than 60% in accordance with 
the provisions of the Fiscal 
Responsibility and Debt Limitation 
(FRDL) Act, 2005 in FY16 against a 
revised target of 62.9% in FY15. 
 

 Federal government has planned to 
enhance development expenditure to 
Rs. 969 billion. 

 

Key Challenges for 

reviving and sustaining 

the economic growth 
 
With some improvement in GDP growth, 
stabilization of exchange rate, foreign 
exchange reserves and some improvement in 
overall resources, there are prospects for 
further improvement, given the right policies, 
governance and effective monitoring 
framework. Clearly, country’s potential for GDP 
growth is much larger than is being achieved 
and even planned, as is reflected by what 
other countries in the region are achieving. 

Several challenges including a perennial 
current account deficit, declining investments 
and savings, declining industrial and 
agriculture sector growth, increasing circular 
debt, heightened energy crisis and bleeding 
public enterprises that still pose threats to our 
economic recovery. With the current running 
trade deficit, the government needs to design 
policies to reduce consumptive imports and 
introduce favorable policies to establish local 
industries to create employment, generate 
economic activity, and increase self-
sustenance in our economy. 
 
The forced  budget surpluses of the provinces 
that are being  used to contain overall fiscal 
deficit by the federal government is now 
becoming a major impediment in execution of 
provincial development programs, especially 
their allocations for social sectors such as 
education and health. Development spending 
of provinces is hampered significantly when 
federal government suspends transfer of funds 
from divisible pool at the end of every fiscal 
year to generate such surpluses. Provincial 
surplus contribution has been estimated as 
Rs.297 billion for the year 2015-16, (compared 
to Rs.142 billion in 2014-15) which will help 
reduce the overall fiscal deficit to Rs.1,328 
billion for 2015-16. 
 
Despite several measures proposed in the 
Budget FY16, the government will need to 
focus on several intangibles to turnaround an 
economy such as Pakistan. One pervasive 
area is governance, and the ability of the 
government to take timely decisions as well as 
ensure implementation. With China’s current 
commitment to invest USD 46 billion through 
CPEC, the government will need to play a key 
role in provision of the needed support for 
preparation and facilitation of the 
implementation of relevant projects, which will 
not be easy, considering the usual bottlenecks 
and red tape culture in the government.  
 
The crippling effects of energy crisis have 
shaved as much as 2% of our growth potential 
in the past, and needs to be tamed through 
constructive and proactive actions. Circular 
debt still acts as plague to our economy 
hampering our energy output every year. 
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However, unlike FY14, no spending was made 
towards the resolution of circular debt in FY15 
which did not help in the growth of the 
industrial sector through availability of energy 
supply. With projects such as the Iran Pakistan 
Gas Pipeline and TAPI nowhere in sight of 
implementation, the only major option was 
import of LNG, which is still not streamline 
owing to several impediments and 
coordination issues between various 
government agencies. Although few initial 
shipments have arrived but the long term 
purchase of LNG has still not been 
streamlined. 
 
Above all, the targets for growth set by 
government are modest and could have been 
more ambitious, with larger public sector 
allocations even at the cost of higher fiscal 
deficit, considering the rate of inflation is at a 
very low level. However, without making some 
fundamental improvements in the 
administrative and governance framework, it 
will not be surprising that even the planned 
lower targets are missed. 
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 Income tax 
 

 Super tax is proposed for tax year 2015 
at the rate of 4% on income of banking 
companies and 3% on income of all 
others whose income for the year equals 
to or exceeds Rs.500 million  
 

 Corporate tax rate is being further 
reduced from 33% to 32% for tax year 
2016 for companies other than banking 
companies. 
 

 In case of public company, other than 
scheduled bank, modaraba or a company 
in which at least 50% shares are held by 
Government, not distributing cash 
dividends within six months of the end of 
the said income year or distributes 
dividends to such an extent that its 
reserves after such distribution, are in 
excess of 100% of its paid up capital, the 
excess amount is proposed to be taxed 
at the rate of 10%. 
 

 In case of non-filers, adjustable advance 
tax is proposed to be collected on all 
banking instruments and other modes of 
transfer of funds through banks at the 
rate of 0.6% of the amount of transaction. 
This tax collection is not applicable to 
Pakistan Realtime Interbank Settlement 
Mechanism transactions and payments 
made for Federal, Provincial or Local 
Government taxes or where transaction 
in a day equal to or less than Rs.50,000. 

 

 Salaried tax payers earning taxable 
income from Rs.400,000 to Rs.500,000 
are provided relief and the rate of tax is 
proposed to be reduced from 5% to 2%. 
  

 Computerized National Identity Card of 
an individual to be used as National Tax 
Number for tax year 2015 and onwards. 

 

 Rate of tax is reduced from 10% to 7% in 
respect of non-salaried individual tax 
payers and Association of Persons 
earning taxable income from Rs.400,000 
to Rs.500,000. 

 

 Rates of capital gain tax  have been 
increased and holding period of listed 
securities for exemption of  tax has been 
enhanced as follows: 
 

Holding period of 
securities 

Rate of tax 

Less than 12 months 15% 

12 months or more 
but less than 24 
months 

12.50% 

More than 24 months 
but less than 4 years 

7.5% 

 

 Tax rate on dividend income is increased 
from 10% to 12.5% for filers and from 
15% to 17.5% for non-filers, of which 5% 
shall continue to be adjustable in case of 
non-filers. Dividend from stock funds has 
been enhanced to 15% from 12.5%. 

 

 Threshold of deduction of withholding tax 
on electricity consumption is proposed to 
be reduced from Rs.100,000 to 
Rs.75,000. 

 

 Cash withdrawal by exchange 
companies, duly licensed and authorized 
by the State Bank of Pakistan, is 
proposed to be subject to withholding tax 
at a reduced rate of 0.15%. 

 

 Withholding tax rate on commission of 
advertising agencies is proposed to be 
increased from 7.5% to 10%. 

 

 

Highlights of Important  

Fiscal Proposals 
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 Exemption from withholding tax on 
payments to electronic and print media in 
respect of advertising services is 
withdrawn.   

 

 Withholding tax rate of 10% is proposed 
on payment to resident persons, on 
account of renting out of machinery and 
for use or right to use commercial, 
scientific or industrial equipment. Tax 
withheld is proposed to be treated as final 
tax liability. 

   

 Tax rate of 35% is proposed to be 
applicable to banking companies in 
respect of income from all sources 
including income from dividend and  
capital gains.  

 

 Limit of paid up capital of Rs.25 million 
for qualifying as a small company is 
proposed to be enhanced to Rs.50 
million. 

 

 Tax exemption is proposed for Electricity 
Transmission Projects, for a period of 10 
years, that are set up before June 2018. 

  

 Minimum limit of tax credit for individual 
investors, in respect of investment in new 
companies quoted on stock exchange is 
proposed to be enhanced from Rs. 1 
million to Rs.1.5 million.    

 

 Tax credit for enlistment on any 
registered stock exchange is being 
enhanced from 15% to 20% for the year 
of enlistment. 

 

 Rates of advance income tax collected 
on transfer of registration or ownership of 
a private motor vehicle have been 
reduced. 

 

 Three slab rates have been introduced 
for taxation of profit on debt as opposed 
to single rate of taxation previously. Tax 
deductible from payment of profit on debt 
will be final tax on such profit except 
where recipient is a company or profit on 
debt is taxable under section 7B. 
 

 Federal Government shall grant tax 
exemptions under Second Schedule of 
the Ordinance in specified circumstances 
pursuant to approval from the Economic 
Coordination Committee. 
 

 For individuals, profit on debt paid 
against loan obtained from specified 
institutions and organizations, utilized for 
the construction of a new house or the 
acquisition of a house, is allowed as a 
deductible allowance at lower of 
Rs.1,000,000 or 50% of taxable income. 

 

 Expenses allowed as a deduction against 
Income from property are proposed to 
include administration expenses along 
with collection charges paid or payable, 
subject to cap of 6% of rent before any 
deduction. 

  

 New manufacturing companies, not 
formed by splitting up or reconstruction, 
employing more than 50 employees in a 
tax year are allowed tax credit equal to 
1% of tax payable for every 50 
employees subject to the condition of 
registering the employees with 
Employees Old Age Benefit Institution 
and provincial social security institutions 
subject to maximum tax credit of 10% of 
the tax payable. 

 

 Tax credit for investment in purchase and 
installation of plant and machinery for an 
industrial undertaking established before 
July 1, 2011, with 100% new equity 
raised through issuance of new shares, 
has been enhanced from 4 to 5 years.  

 

 Minimum tax imposed on builders has 
been suspended for three years till June 
30, 2018. 
 

 Requirement of approval of the 
Commissioner for revising the return of 
income for any omission has been 
removed if revision is made within 60 
days of date of filing of return. 

 

 The Commissioner (Appeals) has been 
empowered to grant stay for additional 
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period of 30 days provided that the 
appellate order is passed within such 
additional period of 30 days. 

 

 Time limit for payment of tax demand has 
been extended to 30 days for demand 
created under section 137(2) of the 
Ordinance. The period of payment of tax 
payable as a result of provisional 
assessment under section 122C has  
been reduced to 45 days from 60 days 
from the date of service of demand 
notice. 

 

 Estimate of advance tax under section 
147(4A) is to be made before second 
installment is due. If estimated tax is 
greater than actual tax payable, 50% of 
estimated tax is required to be paid in 
second quarter. Remaining 50% shall be 
paid in the subsequent two quarters in 
equal installments. 

 

 Now exporters can opt for taxation under 
normal tax regime, and if they exercise 
such option, tax deducted from export 
proceeds will be minimum tax and if the 
tax liability calculated under normal tax 
regime exceeds the tax already 
deducted, the balance amount will be 
required to be paid along with the return 
of income. 

 

 Rate of default surcharge for failure to 
pay tax collected or deducted has been 
reduced from 18% to 12%. 

 

 Financial institutions are required to 
make arrangements for providing 
information regarding non-resident 
persons to the Board in order to 
exchange information under bilateral 
agreement or multilateral convention. 

 

 FBR may appoint Special Audit Panel to 
conduct an audit, including forensic audit, 
of the income tax affairs. 

 

 Exemption to profit and gains derived on 
sale of immoveable property to a 
developmental REIT Scheme up to June 
30, 2020. 

 Exemption for 5 years in respect of profits 
and gains derived by an industrial 
undertaking engaged in the 
manufacturing of equipment, plant and 
items required to produce solar and wind 
energy. 

 

 Exemption for 3 years to new industrial 
undertakings engaged in setting up and 
operating cold chain facilities, and setting 
up and operating warehousing facilities 
for storage of agriculture produce. They 
are also eligible for exemption from 
minimum tax under section 113. 

 

 Exemption to those companies who 
setup halal meat production plant and 
obtain halal meat certification by 
December 31, 2016. They are also 
eligible for exemption from minimum tax 
under section 113. 

 

 Exemption for a period of 10 years to a 
transmission line project, provided that 
project is setup on or after July 1, 2015. 

 

 Exemption of profit and gains derived by 
LNG Terminal Operators and Terminal 
Owners for a period of 5 years beginning 
from the day when commercial 
operations are commenced. They are 
also eligible for exemption from minimum 
tax under section 113.  
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Sales tax on goods 
 

 Rate of further tax on supplies to persons 
who have not obtained registration has 
been increased from 1% to 2%.  
Rationale of such enhancement appears 
to further penalize the unregistered 
business entities. 

 

 Rates of sales tax on mobile phones 
have been doubled. New rates are 
Rs.300, Rs.500 or Rs.1,000 depending 
on features in the mobile set. 

 

 Input tax adjustment has been restricted 
on the services in respect of which sales 
tax credit is not allowable under the 
provincial sales tax laws. e.g. reduced 
rate services. Presently, the entities are 
claiming adjustment of reduced rate 
services under Federal sales tax law 
taking advantage of ambiguity in the law, 
which has now been removed.   

 

 Toll manufacturing service has been 
added in the definition of ‘supply’ 
confirming chargeability of Federal sales 
tax on such service. This would lead to 
double taxation of toll manufacturing 
services both in Federation and 
provinces.  

 

 Tax department is to prove the 
connivance between the buyer and 
supplier for recovering tax from buyer 
where tax remains unpaid in supply 
chain.  

 

 Zero rating on dairy products, except for 
milk, has been withdrawn and shifted to 
exempted regime meaning thereby no 
input tax adjustment will be allowed on 
such items. However, dairy items sold in 
retail packing under brand name are 
proposed to be taxed at 10%. 

 

 Exemption on poultry feed and its 
ingredients, incinerators of disposal of 
waste management, motorized sweepers 
and snow ploughs and re-importation of 
foreign origin goods temporarily exported 

out of Pakistan has been withdrawn and 
is now subject to sales tax at 5%. 

 

 Exemption on local supply of reclaimed 
Lead and Waste paper has been 
withdrawn. 

 

 Exemption from sales tax on local supply 
of raw hides and skins has been granted. 

 

 Exemption from sales tax has been 
allowed on certain medical instruments 
and appliances for colostomy, colostomy 
/ urosotomy bags and tubular daylight 
devices. 

 

 Sales tax on import or local purchase of 
agricultural machinery or equipment has 
been reduced to 7% but no adjustment of 
such sales tax shall be allowed.  

 

 Blanket zero rating on supply of locally 
manufactured plant and machinery to the 
Export Processing Zones is now subject 
to certain conditions and restrictions. 

 

 Supply of bricks and crushed stone has 
been exempted from sales tax till June 
30, 2018. 

 

 Various items used in Aviation Sector 
have been allowed zero rating subject to 
certain conditions. 

 

 Sales tax paid on pre-fabricated buildings 
is proposed to be allowed for input tax 
adjustment. 

 

 Input tax adjustment has been allowed on 
goods provisionally cleared under section 
81 of Customs Act, 1969. 

 

 FBR has been empowered to prescribe 
prize schemes to encourage the general 
public to make purchases only from 
registered persons issuing tax invoices. 

 

 Award will be granted to Whistleblowers 
providing information for detection of 
cases involving concealment or evasion 
of duty and taxes. 
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Sales tax on services 
 

 40 more services have been charged to 
sales tax in the Islamabad Capital 
Territory in order to align the taxation 
regime on services with the provinces. 

 

Federal excise duty 
 

 Rate of FED on aerated waters has been 
increased from 9% to 12%. 

 

 Rate of FED on cigarettes has been 
enhanced. 

 

 FED on white cement has been 
abolished. 

 

 FBR has been empowered to appoint 
special audit panels to conduct an audit 
including forensic audit.  

 

 Award will be granted to Whistleblowers 
providing information for detection of 
cases involving concealment or evasion 
of duties and taxes. 

 

Customs duty 
 

 Maximum general tariff rate of 25% has 
been reduced to 20%. 

 

 Substitution of 1% duty slab with 2% 
customs duty on various items. 

 

 To promote agricultural industry, customs 
duty on agricultural machinery has been 
reduced from a range of 5%-20% to 2%. 
 

 Customs duty on importation of 
construction machinery is reduced to 
10%, for companies registered with 
Pakistan Engineering Council and SECP. 

 

 Exemption from customs duty has been 
granted on various items used in Aviation 
Sector subject to certain conditions. 
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Income Tax Ordinance, 2001   

 

 

 

1. Consumer Goods [Section 

2(13AA)] 
 

The Bill proposes to define the term 
“Consumer Goods” to mean goods that are 
consumed by the end consumer rather than 
used in the production of another goods. 
 

2. Developmental REIT Scheme  
 

The Finance Bill seeks to define the term 
“Developmental REIT Scheme” at par with the 
Real Estate Investment Trust Regulations, 
2015 by proposing that the same shall mean 
as defined therein. 
 
The Bill does not provide proper section 
reference to this clause. 
 

3. Fast Moving Consumer 

Goods  [(Section 2(22A)] 
 

The Bill proposes to define the term “Fast 
Moving Consumer Goods” to mean consumer 
goods which are supplied in retail marketing as 
per daily demand of a consumer. 
 

4. Imputable Income [Section 

2(28A)] 
 
Imputable income is proposed to be defined in 
relation to an amount subject to final tax 
means the income which would have resulted 
in the same tax, had this amount not been 
subject to final tax. 
 
The concept of imputable income, introduced 
for section 5A, has been taken from the 
repealed Income Tax Ordinance, 1979. 
 

5. Unquoted Bonus Shares 
[Section 2(29)] 

 
This is a technical correction whereby bonus 
shares issued by unquoted companies, as 
provided in section 236N, have been included 
in the definition of Income. Under the existing 
definition, the reference was inadvertently 
missing.  

 

6. Pakistan Mercantile Exchange 

Limited (PMEX) [Section 2(42A)] 
 
PMEX is proposed to be defined to mean as a 
futures commodity exchange company 
incorporated under the Companies Ordinance, 
1984 (XLVII of 1984) and is licensed and 
regulated by the Securities and Exchange 
Commission of Pakistan. 
 

7. REIT Scheme [Section 2(47A)] 
 
The Bill proposes to substitute the definition 
of “REIT Scheme” as a scheme as defined in 
the Real Estate Investment Trust Regulations, 
2015, as a consequence of introduction of 
Real Estate Investment Trust Regulations, 
2015.   
 

8. Rental REIT Scheme [Section 

2(47C)] 
 

The Bill proposes to define “Rental REIT 
Scheme” to mean a scheme as defined in the 
Real Estate Investment Trust Regulations, 
2015.  
 

9. Small Company [Section 2(59A)] 
 

The limit of paid up capital plus undistributed 
reserves is proposed to be enhanced to Rs. 50 
million from existing limit of Rs. 25 million.  
 
This appears to be a commendable suggestion 
and may encourage corporatization, and 
hence, documentation of the economy. 
 
Here it would be worth mentioning that small 
companies are chargeable to tax at 
significantly lower rate of 25%, compared to 
companies that are proposed to be chargeable 
to tax at the rate of 32% and association of 
persons that is currently being charged to tax 
at 35% in final slab. 
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10. Whistleblower [Section 2(74))] 
 

This proposal intends to define Whistleblower 
as proposed under section 227B (Rewards to 
Whistleblowers), wherein Whistleblower has 
been defined to mean a person who reports 
concealment or evasion of income tax leading 
to detection or collection of taxes, fraud, 
corruption or misconduct, to the competent 
authority having power to take action against 
the person or an income tax authority 
committing fraud, corruption, misconduct, or 
involved in concealment or evasion of taxes. 
 

11. Super Tax (Section 4B) 
 

The proposed super tax has been imposed for 
the rehabilitation of temporarily displaced 
persons for tax year 2015. 
 
It has been sought to levy this one-time tax at 
the rate of 3% of income derived by 
individuals, association of persons and 
companies earning income amounting to     
Rs. 500 million or more for tax year 2015. For 
banking companies rate of tax is imposed at 
4% of the income without any income 
threshold. 
 
Income for the purpose of super tax shall be 
sum of profit on debt, dividend, capital gains, 
brokerage, commission; taxable income as per 
section 9 (i.e. total income less deductible 
allowances); imputable income as defined in 
proposed clause (28A) of section 2; profits and 
gains of insurance business, exploration and 
production of petroleum and mineral deposits, 
banks and capital gains on listed securities. 
 
The super tax is proposed to be payable at the 
time when return filing is due for tax year 2015. 
 
It has been proposed to empower the 
Commissioner to determine super tax, issue 
notice and recover the same from a person 
who is liable to pay but has not paid the same. 
It has also been recommended in the Bill to 
empower the FBR to make requisite rules. 
 

12. Tax on Undistributed 

Reserves (Section 5A) 

 
It has been proposed that a tax at the rate of 
10% is levied on every public company that 
derives profits for a tax year but does not 
distribute cash dividends within 6 months of 
the end of the said tax year or distributes 
dividends such that, after distribution, its 
reserves are more than 100% of its paid up 
capital. The undistributed reserves exceeding 
100% of paid up capital are proposed to be 
treated as income of the said company and 
taxed at the rate of 10%. 
 
For tax year 2015, an option for distribution of 
cash dividends by due date of filing of income 
tax return has also been proposed. 
 
Following are proposed to be exempted from 
this tax: 
 
a. Scheduled bank, 
b. Modaraba, and  
c. A company in which atleast 50% shares 

are Government owned. 
 
“Reserves”, for this section, have been 
proposed to include amounts set-aside out of 
revenue or other surpluses excluding 
following: 
 

a. Capital reserves,  
b. Share premium reserves, and  
c. Reserves required to be created under 

any law, rules or regulation. 
 

The proposed amendment is likely to be 
contested by the corporate sector, especially 
with reference to the composition of the term 
“reserves”.  

 

13. Tax on Shipping of a Resident 

Person (Section 7A) 
 

A resident person engaged in the business of 
shipping is chargeable to tax under 
presumptive tax regime in the manner 
provided under clause(21) of Part II of the 
Second Schedule. The Bill seeks to reposition 
the said provision under the proposed section 
7A. 
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14. Tax on Profit on Debt  
(Section 7B) 

 
By virtue of the proposed amendment, tax on 
profit on debt derived by every person is 
chargeable under fixed tax regime as under:  
 

S.No. Profit on Debt Rate of Tax 

 

1. 

Where profit on 
debt does not 
exceed  

Rs. 25,000,000 

10% 

 

2. 

Where profit on 
debt exceeds 

Rs 25,000,000  
but  does  not 

exceed   

Rs. 50,000,000 

Rs. 2,500,000 + 
12.5% of 

the amount 
exceeding 

Rs. 25,000,000 

 

3. 

Where profit on 
debt exceeds 

Rs. 50,000,000 

Rs  5,625,000  +  
15%of the 
amount 

exceeding 

Rs. 50,000,000 
 

Tax imposed has been proposed to be applied 
on gross amount of the profit on debt. It is 
proposed that this is not to be applied to 
exempt profit on debt. 
 

The combined reading of section 7B and 
section 151 creates confusion regarding 
chargeability of profit on debt in the hands of a 
company other than a banking company. In 
case of a banking company, profit on debt 
shall remain taxable under Seventh Schedule 
at 35% on net income basis. This needs to be 
clarified under the Finance Act, 2015. 
 

15. Salary (Section 12) 
 

This proposed amendment seeks to remove 
redundant provision from section 12 regarding 
tax payable on bonus from corporate 
employees in tax year 2010. 
 

16. Deductions from Income from 

Property (Section 15A) 
 

The proposed amendment seeks to extend 
allowability of deductible expenses against 

Income from Property. Administration 
expenses alongwith collection charges paid or 
payable for deriving rent have been proposed 
to be allowable against rental income, subject 
to 6% cap of rent before any deduction. It 
would be worth mentioning here that only 
collection charges are allowable as a 
deduction under the current tax law. 
 

17. Capital Gains on Sale of 

Securities (Section 37A) 
 

The proposed amendment aims to correct an 
anomaly in section 37A by deleting the words 
‘held for a period of less than a year’. These 
wordings are inconsistent with both current tax 
law and the amendments proposed in the Bill. 
Under existing law, securities held upto 2 
years are liable to tax. Further, securities held 
upto 4 year have now been proposed to be 
taxed under the Finance Bill. 
 
Appropriate changes should be made through 
Finance Act, 2015 to harmonize the 
construction of this section.  
 

18. Exemptions and Tax 

Concessions in Second 

Schedule (Section 53) 
 

a.  Amendment in Second 

Schedule to be Approved from 

Economic Coordination 

Committee (ECC) [Section 53(2)] 
 

The Finance Bill proposes that amendment(s) 
in Second Schedule shall be approved from 
ECC on the basis of national security, natural 
disaster, national food security in emergency 
situations, protection of national economic 
interests in situations arising out of abnormal 
fluctuation in international commodity prices, 
removal of anomalies in taxes, development of 
backward areas and implementation of 
bilateral and multilateral agreements.  

 

This amendment has been proposed in the 
backdrop of policy to curtail power of the FBR 
regarding tax exemptions. 
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b.  Automatic Cancellation of 

Notifications [Section 53(4)] 
 

The proposed new section will enable 
automatic cancellation, if not annulled earlier, 
of notification(s) passed after promulgation of 
the Finance Act, 2015 on the expiry of financial 
year in which it was issued. So effectively, the 
notification, if any, would remain till the end of 
the financial year. 

 

19. Tax Credit for Investment in 

Shares and Insurance (Section 62) 

 
Under the existing law, tax credit on 
investment in shares and insurance is allowed 
at the average rate of tax on the lower of: 

 

 the amount of actual cost of shares or 
premium, 20% of taxable income, or  

 Rs.1,000,000. 
 

The proposed amendment seeks to enhance 
the said limit of Rs.1,000,000 to Rs.1,500,000. 
This has been proposed to incentivize savings. 
 

20. Deductible Allowance for 

Profit on Debt (Section 64A) 
 

The Finance Bill proposes to substitute section 
64 with 64A, by virtue of which the taxpayer 
individual would be entitled to a deductible 
allowance against taxable income in a tax year 
in which any profit has been paid against loan 
obtained from a scheduled bank or non-
banking finance institution or advanced by the 
Government or the Local Government, 
Provincial Government and statutory body or a 
Public Company, listed on a registered Stock 
Exchange in Pakistan which is utilized for the 
construction of a new house or the acquisition 
of a house.   
 

The deductible allowance would not exceed 
50% of the taxable income or Rs. 1,000,000, 
whichever is lower. Carry forward of any 
excess allowance has been proposed to be 
prohibited.  
 

The substituted provision is more beneficial as 
it would cause a reduction in taxable income, 
thereby attracting a lower tax slab. 
 

21. Tax credit for employment 

generation by manufacturers 
(Section 64 B) 

 
In order to boost the employment in the 
country, a new section is proposed to be 
inserted allowing for tax credit to taxpayer 
companies creating employment.  Tax credit 
can be claimed for a period of ten years. 
 
The tax credit under this section for a tax year 
shall be equal to 1% of the tax payable for 
every 50 employees registered with The 
Employees Old Age Benefits Institution and 
the Employees Social Security Institutions of 
Provincial Governments during the tax year, 
subject to a maximum of 10% of the tax 
payable. 
 
Following conditions are required to be fulfilled 
for claiming the credit: 
 

(a) the company is incorporated and 
manufacturing unit is setup between  
July 01, 2015 and June 30, 2018, both 
days inclusive; 

 
(b)  employs more than 50 employees in a 

tax year registered with The Employees 
Old Age Benefits Institution and the 
Employees Social Security Institutions 
of Provincial Governments; 

 
(c)  manufacturing unit is managed by a 

company formed for operating the said 
manufacturing unit and registered 
under the Companies Ordinance, 1984 
(XLVII of 1984) and having its 
registered office in Pakistan; and 

 
(d) the manufacturing unit is not 

established by the splitting up or 
reconstruction or reconstitution of an 
undertaking already in existence or by 
transfer of machinery or plant from an 
undertaking established in Pakistan at 
any time before 1st July 2015. 
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Where any credit is allowed under this section 
and subsequently it is discovered, on the basis 
of documents or otherwise, by the 
Commissioner that any of the conditions 
specified in this section were not fulfilled, the 
credit originally allowed shall be deemed to 
have been wrongly allowed and the 
Commissioner may re-compute the tax 
payable by the taxpayer for the relevant year 
and the provisions of this Ordinance shall, so 
far as may, apply accordingly. 
For the purposes of this section a 
manufacturing unit shall be treated to have 
been setup on the date on which the 
manufacturing unit is ready to go into 
production, whether trial production or 
commercial production. 
 

22. Miscellaneous provisions 

related to tax credits [Section 

65(6)] 
 

An amendment has been proposed to remove 
an anomaly in respect of tax credit under 
sections 65B (Tax credit for investment), 65 D 
(for newly established industrial undertaking) 
or 65E (for industrial undertaking established 
before July 1, 2011). These sections already 
contain provisions that credit under these 
section will be available against income 
covered under section 169 (final tax regime) 
and 113 (Minimum Tax), but the provision of 
sections 169 and 113 were in conflict and 
therefore restricted the allowability of credit. As 
a result of proposal the inconsistency is 
removed for allowability of tax credit against 
final and minimum tax.  
 

23. Tax Credit on enlistment 
(Section 65C) 

 
In order to encourage the listing of companies 
on stock exchange, tax credit for a company in 
the year of enlistment has been increased 
from 15% to 20%. Earlier it was increased from 
5% to 15% vide Finance Act, 2011.  
 

24. Tax Credit for industrial 

undertaking established 

before July 1, 2011 (Section 65E) 
 
Currently tax credit for investment in purchase 
and installation of plant and machinery for an 
industrial undertaking established before July 
1, 2011, with 100% new equity raised through 
issuance of new shares, is admissible for the 
year of installation and subsequent four years. 
A proposal is made to avail such credit 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. 
 
This is a good initiative for the investors as 
they will now be able to utlise credit after 
commencement of production. 
 

25. Principle of taxation of 

companies (Section 94)  

 
Proposal has been made to remove anomaly 
as to taxation of dividend. After this 
amendment dividend received from both 
resident and non-resident companies will be 
taxed under section 5. 
 

26. Agreements for avoidance of 

double taxation and 

prevention of fiscal evasion 
(Section 107)  

  
A proposal has been made to substitute 
section 107(1) and insert a new sub-section 
(1A), authorizing the FBR to obtain and collect 
when requested by another country under a 
tax treaty, tax information exchange 
agreement, multilateral convention, an inter-
governmental agreement, a similar 
arrangement or mechanism. The information 
obtained would be kept confidential subject to 
section 216(3) relating to disclosure of 
information by a public official.    
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27. Minimum Tax on Builders 
(Section 113A) 

 
The existing law provides that persons deriving 
income from the business of construction and 
sale of residential, commercial or other 
buildings shall be liable to pay minimum tax at 
the rates as the Government may notify in the 
official Gazette.  
 
The proposed amendment seeks to suspend 
the application of this section till June 30, 
2018. This appears to be in line with the 
Government policy to encourage investment in 
construction industry, which would increase 
the economic activity in the country.  
 

28. Minimum Tax on land 

developers (Section 113B)   
 
The existing law provides that persons deriving 
income from the business of development and 
sale of residential, commercial or other plots,  
shall be liable to pay minimum tax at the rates 
as the Government may notify in the official 
Gazette.  
 
The proposed amendment seeks to prescribe 
the rate of 2% of the value of land notified by 
any authority for the purpose of stamp duty. 
Currently no rates has been prescribed. 
  

29. Return of Income (Section 114) 
 
Under existing law, taxpayers are required to 
obtain approval of the Commissioner for 
revising the return of income. It has been 
proposed that no such approval would be 
required, if the revision is made within 60 days 
of filing the return. 
 
This is a good initiative to facilitate the 
taxpayers for removing any errors and 
omissions voluntarily.   
 

30. Best Judgment assessment 
(Section 121) 

 
An amendment has been proposed to 
authorize the Special Audit Penal to call for 

information from a taxpayer and in case of 
failure to produce such information by the 
taxpayer, pass the best judgment assessment.  
 

31. Procedure in appeal (Section 

128(1AA)] 
 
Under the existing law, Commissioner 
(Appeals) is empowered to grant stay against 
the recovery of demand for a period not 
exceeding 30 days, after affording opportunity 
of being heard to the Commissioner against 
whose order the appeal has been made. 
Appellants were facing difficulties in cases 
where the main appeal has not been decided 
and 30 days stay period is expired. In order to 
expedite the decisions in appeals and facilitate 
the appellant, amendment has been proposed 
by virtue of which the Commissioner (Appeals) 
is empowered to grant stay for additional 
period of 30 days. However, in such case, the 
Commissioner (Appeals) is required to pass 
the appellate order within such additional 
period of 30 days. This time limitation appears 
to be in the nature of recommendation only. 
 

32. Due date of payment of tax 

demand (Section 137) 

  
Under the existing law, taxpayers are required 
to pay tax assessed under an assessment 
order or amended assessment order within 15 
days of the date of service of demand notice. 
The time limit for paying the tax demand has 
now been proposed to be extended to 30 days 
after the service of the demand notice.  
 
The proposed amendment is in line with the 
demands of tax payer and tax professionals 
and would bring relief to the tax payer as they 
would have sufficient time to contest the tax 
demands before first appellate forum. 
 
The period of payment of tax payable as a 
result of provisional assessment under section 
122C has been proposed to be reduced to 45 
days from 60 days from the date of service of 
demand notice. 
 



27 | © Budget 2015-16 | Highlights | All rights reserved  

33. Advance tax paid by the 

taxpayer (Section 147(4A)) 

 
Under the existing tax law, taxpayer required 
to make advance tax payment, shall estimate 
tax payable for the relevant tax year, at any 
time before the last installment is due. The 
taxpayer is required to furnish the 
Commissioner an estimate of tax payable, if 
the advance tax amount is estimated more 
than the amount payable, calculated by 
applying last assessed tax year’s tax to 
turnover ratio on turnover for the current year. 
 
An amendment has now been proposed, 
whereby taxpayer is now required to furnish 
own estimate to the Commissioner, if the 
advance tax amount is estimated more than 
the amount payable, calculated by applying 
last assessed tax year’s tax to turnover ratio 
on turnover for the current year, at any time 
before due date of second instalment.  
 
Taxpayer is now required to pay 50% of 
estimated advance tax by due date for the 
second quarter after making adjustments in 
respect of advance tax already paid. The 
remaining 50% estimated advance tax is 
required to be paid in two equal installments 
by due dates for third and fourth quarters. 
 
This amendment is similar to the Rule (1A) to 
the Seventh Schedule for discharge of 
advance tax liabilities by banking companies 
introduced vide SRO 561(I) 2012 dated May 
24, 2012, except that the provision for filing the 
lower estimate under section 147(6) are still 
intact, which facility is now not available to the 
banking companies. 
 

34. Imports (Section 148) 
 

Power of FBR to grant exemption in respect of 
collection of tax on imports through SROs has 
been withdrawn. 
 
 

35. Tax on local purchases of 

cooking oil or vegetable ghee 

by certain persons (Section 148A) 
 
Currently, manufacturers of cooking oil or 
vegetable ghee or both are chargeable to tax 
at 2% on purchase of locally produced edible 
oil under Clause (13C) of Part II of Second 
Schedule.  
 
The Bill has proposed incorporating the 
provisions of above referred clause under a 
newly introduced section 148A of the 
Ordinance.     
 

36. Profit on debt (Section 151) 
 

Pursuant to proposal of introducing new 
section 7B, an amendment has been proposed 
in section 151, whereby tax deductible from 
payment of profit on debt will be final tax on 
such profit except where: 

 
(a) recipient is a company 

 

(b) profit on debt is taxable under section 
7B (inadvertently stated as section 5A 
in the Bill). 

 

From the combined reading of section 7B and 
section 151 it appears that there is no change 
in respect of tax withholding rates. However, 
chargeability of profit on debt shall be 
governed by the provision of section 7B. It is 
not clear whether a company, other than 
banking company. Profit on debt received by a 
banking company is liable to tax under the 
Seventh Schedule could also be taxed at the 
rates applicable to section 7B. 
 

37. Exemption from withholding 

tax for payment to permanent 

establishment of a non-

residents [Section 152 (4A)] 

 
Pursuant to amendments made through  
Finance Act, 2012 and transferring the 
provisions from section 153 (1) related to 
deduction of tax on payment to permanent 
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establishment of non-residents under section 
152(2A), an anomaly was created for issuance 
of exemption certificates on payments to 
permanent establishment of non-residents. An 
amendment has now been proposed, 
empowering Commissioner to issue orders for 
non-deduction of tax or deduction of tax at a 
reduced rate from payments to permanent 
establishment of non-residents for: 
 
(i) the sale of goods; 
 
(ii) the rendering of or providing services; and 
 
(iii)  on the execution of a contract, other than 

a contract for the sale of goods or the 
rendering of or providing services. 

 
Needless to mention that such orders can be 
issued where the tax deductible is adjustable.
   

38. Payment for services to 

companies (Section 153) 

 
Earlier, amendment was made vide Finance 
Act, 2009 whereby tax deduction from 
payments to the companies for rendering of 
services was made minimum tax. After 
agitation from the service industry, the FBR 
issued SRO No 1003(I)/2011 and inserted 
Clause (79) of Part IV of the Second Schedule 
to take companies rendering services out of 
the Minimum Tax Regime.  
 
A technical correction has been proposed in 
section 153(3)(b), by  clarifying that the 
deduction of tax from payment for services to 
the companies will be adjustable with effect 
from tax year 2009.  
 
Consequently, Clause (79) of Part IV of the 
Seventh Schedule is also proposed to be 
omitted. 
 

39. Payments for sports contracts 
(Section 153) 

 
An amendment has been proposed to clarify 
that tax deduction on execution of contract by 
a sports person will be final tax with 
retrospective application from tax year 2013. 

 
The amendment for taxing the income of 
sportsperson as execution of contract under 
section 153(1)(c) was made vide Finance Act, 
2014.  
 

40. Exports [Section 154 (5)] 
 

Under existing law, tax deducted from export 
proceeds is final tax. A new sub-section is 
proposed to be introduced, whereby the tax 
deducted from export proceeds will be 
minimum tax, if the person files an irrevocable 
option to not to be taxed under final tax. Such 
option is required to be exercised by the 
exporter annually at the time of filing the 
return. 
 
This means that tax deducted from export 
proceeds will be minimum tax and if the tax 
liability calculated under normal tax regime as 
per the return of income exceeds the tax 
already deducted, the balance amount will 
required to be paid alongwith return of income. 
 

41. Withdrawal of FBR’s power 

to issue SROs (Section 159) 

 
Amendment has been proposed to withdraw 
FBR’s power to issue notification as to: 
 
(a)  amend the rates of withholding tax 

prescribed under this Ordinance; or  
 
(b)  exempt persons, class of persons, 

goods or class of goods from 
withholding tax under this Ordinance. 

 
As a consequences, sub-sections (4) and (5) 
are also proposed to be deleted.   
 

42. Default Surcharge for failure 

to pay tax collected or 

deducted (Section 161) 

 
Rate of default surcharge for failure to pay tax 
collected or deducted has been reduced from 
18% to 12%. This will benefit the taxpayers 
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and is in line with the reduction in interest 
rates.  
 

43. Furnishing of information by 

financial institutions 

including banks (Section 165B) 
 

A new section is proposed to be introduced, 
whereby notwithstanding anything contained in 
any law  for  the  time  being  in  force  
including  but  not limited to the Banking 
Companies Ordinance, 1962, the Protection 
of Economic Reforms Act, 1992, the Foreign 
Exchange Regulation Act, 1947 and any 
regulations made under the State Bank of 
Pakistan Act, 1956 on the subject, all financial 
institutions would be required to make 
arrangements for providing information 
regarding non-resident persons to FBR in the 
prescribed form and manner in order to 
exchange information under bilateral 
agreement or multilateral convention.  
 
All information received under this section 
would be used only for tax and related 
purposes and kept confidential subject to the 
requirements of section 216 relating to 
disclosure of information by public servants. 
 
The proposed change is unlikely to be 
welcomed by banks and general public who 
would consider it as violation of their 
fundamental rights and privacy, however, it 
may facilitate to bring defaulters within the tax 
net and broadening of tax base. Other 
countries already have such mechanism in 
place. In fact, USA has introduced FATCA by 
virtue of which every bank over the below is 
required to share the information of all US 
persons with Internal Revenue Services.   
 

44. Tax collected or deducted as 

final tax (Section 169) 
 
The Bill proposes to make necessary changes 
in section 169, keeping in view the newly 
inserted section 148A, whereby purchase of 
locally produced edible oil by manufacturers of 
cooking oil or vegetable ghee has been 
brought under final tax regime.  

 
The said purchases are presently taxed under 
flat rate regime through clause (13C) of Part II 
of Second Schedule to the Ordinance. 
 

45. Additional payment of refund 
(Section 171) 

 
The Ordinance presently provides for 
compensation on late payment of refund to a 
taxpayer of 15% per annum. It is proposed to 
amend the rate of compensation from 15% to 
KIBOR plus 0.5% per annum. 
 
Keeping in view the continuously reducing rate 
of interest and inflation over last few years. 
 

46. Notice to obtain information 

or evidence (Section 176) 

 
Presently, the Commissioner or an authorized 
person has the power to inter alia call from any 
person by a notice in writing any information 
relevant to any tax leviable under this 
Ordinance. The Bill now proposes to empower 
the Commissioner or an authorised officer to 
call for any information to fulfill any obligation 
under any agreement with foreign 
governments or tax jurisdictions, as specified 
in the notice. 
 
It is further proposed that a special audit panel 
appointed under sub-section (11) of section 
177 with the prior approval of the 
Commissioner may enter the business 
premises of a taxpayer for obtaining any 
information or requiring production of any 
record on which the required information is 
stored and examining it within such premises. 
Such panel may also, if specifically delegated 
by the Commissioner exercise the powers of 
the Commissioner as provided in sub-section 
(4) i.e. those vested in a Court under the Code 
of Civil Procedure, 1908.  
 
Further powers are proposed to be given to tax 
authorities to enable them to do the needful 
and recover tax from defaulters, however, it 
remains to be seen as to whether this leads to 
abuse of power instead of collection of tax, as 
is often the case.   
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47. Audit (Section 177) 
 
Following changes are proposed to be made in 
section 177 of the Ordinance: 
 

 FBR be empowered to appoint as many 
special audit panels as may be necessary, 
which would comprise of two or more 
members from the following: 

 
(a)  an officer or officers of Inland Revenue; 
 
(b)  a firm  of  Chartered  Accountants  as  

defined  under  the Chartered 
Accountants Ordinance, 1961; 

 
(c) a firm of Cost and Management 

Accountants as defined under the  Cost  
and  Management  Accountants  Act,  
1966; or 

 
(d)  any other person as directed by the 

FBR to conduct an audit, including a 
forensic audit, of the income tax affairs 
of any person or classes of persons 
and the scope of such audit shall be as 
determined by the Board or the 
Commissioner on case to case basis. 

 

 The head of special audit panel would be 
a Chairman who shall be an officer of 
Inland Revenue. Powers under sections 
175 and 176 for the purposes of 
conducting an audit under sub-section 
(11) shall only be exercised by an officer 
or officers of Inland Revenue who are 
members of the special audit panel, and 
authorized by the Commissioner.  

 

 The Commissioner may proceed to make 
best judgment assessment under section 
121 of this Ordinance and the assessment 
treated to have been made on the basis of 
return or revised return filed by the 
taxpayer shall be of no legal effect, where 
a person fails to produce before the 
Commissioner or a special audit panel, 
any accounts, documents and records, 
required to be maintained under section 
174 or any other relevant document, 
electronically kept record, electronic 
machine or any other evidence that may 

be required by the Commissioner or the 
panel.  

 

 If any one member of the special audit 
panel, other than the Chairman, is absent 
from conducting an audit, the proceedings 
of the audit may continue, and the audit 
conducted by the special audit panel shall 
not be invalid or be called in question 
merely on the ground of such absence. 

 

 Functions  performed  by  an  officer  or  
officers  of  Inland Revenue as members 
of the special audit Panel, for conducting 
audit, shall be treated to have been 
performed by special audit panel. 

 

 FBR may   prescribe   the   mode   and   
manner   of constitution, procedure and 
working of the special audit panel. 

 
Above changes are proposed to be made for 
the appointment, constitution and working of 
special audit panel. 
 

48. Taxpayer registration  
(Section 181) 

 
 The Bill proposes that Computerized National 

Identity Card of an individual be used as 
National Tax Number (NTN) issued by the 
National Database and Registration Authority 
for Tax Year 2015 and onwards.  

 
 This would also be helpful for the tax 

authorities for collection of further tax from 
persons outside the tax net. However, similar 
provisions were intended earlier but had to be 
withdrawn due to pressure from lobbies having 
vested interests. 
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49. Offences and penalties      
(Section 182) 

 
The Bill proposes to change certain penalties 
as follows: 
 

Default Existing 
Penalty 

Proposed 
Penalty 

Where any 
person fails to 
furnish a 
statement as 
required under 
section 115, 
165 or 165A 
within the due 
date. 

Such 
person shall 
pay a 
penalty of 
Rs. 2,500 
for 
each day of 
default 
subject to a 
minimum 
penalty of 
fifty 
thousand 
rupees. 
 

Such person 
shall pay a 
penalty of 
Rs. 2,500 for 
each day of 
default 
subject to a 
minimum 
penalty of 
ten thousand 
rupees. 

Where any 
person fails to 
furnish wealth 
statement or 
wealth 
reconciliation 
statement. 

Such 
person shall 
pay a 
penalty of 
Rs. 100 for 
each day of 
default. 

such a 
person pay a 
penalty of 
0.1% of the 
taxable 
income 
per week or 
Rs. 20,000, 
whichever is 
higher 

 
Penalty for late filing of statement as required 
under section 115, 165 or 165A has already 
been reduced vide clause (16) of Part III of 
Second Schedule to the Ordinance, which is 
now deleted, and reduced rate is instead 
prescribed in the First Schedule to the 
Ordinance. The rate of penalty is, therefore, 
effectively proposed to be reduced through this 
Bill for wealth statement and wealth 
reconciliation statement only.  
 

50. Default surcharge (Section 205) 

 
The Bill proposes to reduce rate of default 
surcharge from 18% to 12%.  
 

This amendment is proposed, keeping in view 
the continuously reducing rate of interest and 
inflation over last few years. This change was 
necessary and certainly a positive 
development.    
 

51. Income tax authorities         
(Section 207) 

 
The proposed amendment seeks to include 
the “special audit panel” in the list of income 
tax authorities for the purposes of the 
Ordinance and the Rules. 
 
A new income tax authority i.e. Special Audit 
Panel is proposed to be created through the 
Bill.     
 

52. Delegation of powers  
(Section 210) 

 
The existing legislation empowers the 
Commissioner through section 210(1A) to 
delegate any firm of Chartered Accountants or 
a firm of Cost and Management Accountants 
appointed by FBR or the Commissioner to 
conduct an audit of person under section 177.  
  
It is proposed to empower the Commissioner 
to delegate by an order in writing, in addition to 
the above, to a special audit panel appointed 
under sub-section (11) of section 177 all or 
any of the powers or functions to conduct an 
audit under this Ordinance. 
 
The Bill also seeks to make necessary 
corrections in section 210 to provide for 
delegation of powers to Special Audit Panel 
which is proposed to be constituted through 
this Bill for conducting audit under section 177.    
 

53. Power or Functions Exercised 
(Section 211) 

 
Presently, where an Officer of Inland Revenue 
(OIR) exercises a power or performs a function 
of the Commissioner as a result of delegation 
of power by Commissioner to him under 
section 210, the said action of OIR is treated 
as having being exercised or performed by the 
Commissioner.  
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The Bill proposes to give similar cover to the 
functions of “Special Audit Panel” as is 
presently available to the actions of OIR.  
 
This is a consequential correction, keeping in 
view that “Special Audit Panel” is proposed to 
be included in the list of income tax authorities 
and certain functions are proposed to be 
assigned to it through the Bill. 
 

54. Automatic selection  
(Section 214D)  

 
The Bill proposes a new section providing for 
automatic selection of income tax affairs of a 
taxpayer for audit who is registered as a 
retailer under rule (4) or rule (6) of the Sales 
Tax Special Procedure, 2007 (STSPR) and the 
following conditions are met: 
 

 Person is not registered under rule 4 of the 
STSPR and is not appearing in the sales 
tax active taxpayers’ list; 

   

 Return of income has not been filed within 
the due statutory date;  

 

 Tax payable with return of income has not 
been duly discharged;  

 

 Minimum tax under section 113 of the 
Ordinance has not been paid by a person 
registered under rule (6) of the STSPR, 
who files a return below taxable limit and 
who in the preceding tax year had either 
not filed return or had declared income 
below taxable limit; and 

 

 Tax paid in the current year is not twenty 
five percent higher than the previous tax 
year, for those person registered under rule 
(6) of the STSPR. 

 
The proceedings of the audit are proposed to 
be conducted as per procedure given under 
section 177 of the Ordinance; however, first 
proviso to subsection (1) of section 177 
relating to selection of audit by Commissioner, 
shall not apply accordingly. 
 

The provisions of sections 177 and 214C for a 
tax year are proposed to be not applicable to a 
person registered as retailer under rule (4) or 
(rule) 6 of STSPR if all the conditions specified 
above are met by the taxpayer.  
 
This section will have effect from the date 
appointed by FBR through notification in the 
official gazette. 
 
The prime purpose is to separate the said 
retailer and other taxpayers for the selection of 
the audit, and eventually encourage them to 
get their business registered under STSPR, so 
that it can claim indemnity from the selection of 
the audit. It would lead to increase in tax 
revenue of the indirect taxes.         
 

55. Reward to Whistleblowers    
(section 227A) 
 
The Finance Bill seeks to introduce a scheme 
of Whistle-blowing offering cash awards to 
persons giving credible information about non-
filers of income tax returns including concealed 
incomes, default by withholding agents, tax 
frauds, corruption or misconduct leading to 
detection of income tax. 
 
Under the existing tax framework, such 
rewards are only available for FBR officers.  

 
Such a policy is an attempt to attain better tax 
administration which would not only induce 
individuals to be tax compliant but can also 
culminate possible tax leakages and tax 
evasions. 
 
The said scheme appears to be inspired from 
Whistleblower laws in western jurisdictions 
which also provide protection to informers 
besides cash awards. However, Pakistan legal 
framework does not address protection and 
confidentiality of the identity of the 
Whistleblower consequent to which objectives 
of the proposed scheme might be difficult to 

attain.  
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56. Advance tax on transaction in 

bank (section 231AA)  
 

The existing section requires collection of 
advance tax at the rate of 0.3% on purchase of 
banking instruments (demand drafts, pay 
orders etc.) against cash. By virtue of the 
proposed amendment, exemption from tax 
collection on inter-bank or intra-bank transfers 
and acquisition of banking instrument through 
cheque is recommended to be withdrawn.   

 

Moreover, exemption from collection of 
advance tax under this section available to the 
following persons is also proposed to be 
withdrawn: 
 

 Federal or Provincial Governments; 

 Foreign diplomats or diplomatic missions 
in Pakistan; and 

 Person whose income is exempt with a 
certificate to this effect from the 
Commissioner. 
 

57. Advance tax on private motor 

vehicles (section 231B) 
 

Under the existing taxation framework, 
advance tax is required to be collected by 
manufacturers of motor car and jeep. It has 
been proposed to extend such scope of 
collection of advance tax to manufacturers of 
all vehicles. Vehicles under the proposed 
amendment are meant to include cars, jeeps, 
vans and any other automobiles used for 
private purpose. 

 
As such advance tax collected is refundable / 
adjustable at the time of filing of return of 
income, this would encourage filing of return of 
income. 
 

58. Telephone and internet users  
(Section 236) 

 
Through the proposed amendment, in addition 
to telephone, bill on account of internet 
services and internet prepaid cards are also 
subject to the collection of tax at the rate of 

14% of the amount of bill or sales price of 
internet prepaid card. 

 
Organizations operating in the telecom 
industry have recently made sizable 
investments in introducing 3G and 4G internet 
technology to consumers in Pakistan. As large 
number of telecom users are deriving income 
below taxable limit, they would not be able to 
claim refund of such advance tax and it would 
become their cost.  
 

Therefore, such advance tax compounded with 
the existing income and sales tax levied on 
telecom services would discourage a major 
portion of consumers from availing this newly 
introduced technology. Imposition of such 
advance tax may not be welcomed by the 
telecom companies as it may adversely impact 
the return projected by them on their sizeable 
investment in the 3G and 4G segments. 

 

59. Advance tax on purchases of 

air ticket (Section 236B) 
 

Under the existing law, the airline issuing the 
air ticket is required to collect advance tax at 
the rate of 5% of gross amount of air ticket. 
However, the proposed amendment seeks to 
exempt certain air routes from the tax i.e. 
Baluchistan coastal belt, Azad Jammu and 
Kashmir, FATA, Gilgit Baltistan and Chitral. 
 

The proposed amendment would help in 
increasing the economic activity in the above 
lowly developed areas. 

 

Moreover, exemption from collection of 
advance tax under this section available to the 
following persons is also proposed to be 
withdrawn: 

 

 Federal or Provincial Governments; and 

 Person whose income is exempt with a 
certificate to this effect from the 
Commissioner. 

 

60. Advance tax on sale or 

transfer of immovable 

property (Section 236C) 
 

Exemption from collection of advance tax 
under this section as available to Federal, 
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Provincial and Local Governments has been 
proposed to be withdrawn by virtue of the 
Finance Bill. 

 

61. Advance tax on sales to 

retailers (Section 236H) 

 
Previously, tax collection from retailers on sale 
of certain products was required at the rate of 
0.5% of the gross amount of sales. 

 
The Bill proposes to exempt ‘Fertilzer’ from the 
above tax collection. It is also proposed to 
collect advance tax from wholesalers at 0.5%. 

 

62. Collection of advance tax by 

educational institutions  
         (Section 236I) 

 
The existing law requires educational 
institutions to collect tax at the rate of 5% 
along with amount of annual fee exceeding  
Rs. 200,000.  

 
The Bill has proposed to exempt the advance 

tax collection from non-resident person where 

following conditions are complied with:  

 Evidence of non-residency for previous tax 
year is provided to the educational 
institution along with a certificate that the 
non-resident has no Pakistan-source 
income; and  

 

 Fee is remitted directly from abroad 
through normal banking channels to the 
bank account of the educational institution. 
 

63. Advance tax on purchase or 

transfer of immovable 

property (Section 236K) 

 
It has been proposed to withdraw exemption 
from collection of advance tax under this 
section available to the following persons: 

 

 Federal or Provincial Governments; and 

 An authority established under a Federal 
or Provincial law for expatriate Pakistanis. 
 

64. Cash withdrawal from a bank 
(Section 231A and 236O) 

 
A new section 236O is proposed to be 
introduced by virtue of which exemption from 
collection of income tax has been proposed on 
withdrawals by Federal/ Provincial 
Governments, foreign diplomats/diplomatic 
missions in Pakistan and person whose 
income is exempt with a certificate to this 
effect from the Commissioner. Previously, 
such exemption was covered under sub-
section (2) of section 231A of the Ordinance. 

 

65. Advance tax on banking 

transactions otherwise than 

through cash (236P) 
 

As per proposed amendment, all banking 
companies are required to collect advance 
adjustable tax at the rate of 0.6% from a non-
filer at the time of sale of any instrument 
including demand draft, pay order, special 
deposit receipt, cash deposit receipt, short 
term deposit receipt, call deposit receipt, rupee 
traveller’s cheque or any other instrument of 
such nature. 

 
Further, banking companies are also required 
to collect advance adjustable tax at the rate of 
0.6% from a non-filer at the time of transfer of 
any sum transferred through banking 
transaction being not less than Rs. 50,000 in 
a day. The tax collection is similar to advance 
tax against cash withdrawal under section 
231A. Bank transactions that are proposed to 
be included: 

 

 cheque or clearing; 

 interbank or intra bank transfers through 
cheques; 

 online transfer; 

 telegraphic transfer; 

 mail transfer; 

 direct debit; 

 payments through internet; 

 payments through mobile phones; 
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 account to account funds transfer; 

 third party account to account funds 
transfers; 

 real time account to account funds  
transfer; 

 real  time  third  party  account  to  
account  fund  transfer; 

 automated teller machine (ATM) 
transfers, or; 

 any other mode of electronic or paper 
based funds transfer. 
 

Tax collected would be adjusted / refunded to 
the non-filer if he files the return of income of 
relevant tax year. 
 
However, as an exception to the above 
general rule, Pakistan Realtime Interbank 
Settlement Mechanism (PRISM) transactions 
or payments made for Federal, Provincial or 
local Government taxes are proposed to be 
excluded from tax collection. 

 
66. Payment to residents for use 

of machinery and equipment  
(Section 236Q) 

 
Under the existing law, consideration in 
respect of use or right to use equipment and 
machinery has been taxed under normal tax 
regime as rentals or business income in the 
hands of resident person.  

 
By virtue of the proposed amendment, every 
prescribed person is required to withhold tax 
at the rate of 10% whilst making payment 
either in full or in part including a payment by 
way of advance to a resident person for use 
or right to use industrial, commercial, 
scientific equipment and machinery. The said 
tax shall be final discharge of such resident 
person. Prescribed person is a person who is 
authorized to withhold tax under section 153. 

 
The proposed taxation of the rentals is similar 
to the royalty income of non-resident provided 
under section 6 of the Income Tax Ordinance, 
2001. 

 

67. Collection of advance tax on 

education related expenses 

remitted abroad (236R) 
 

Through the proposed amendment any 
amount being remitted abroad in respect of 
education related expenses is subject to 
advance tax at the rate of 5% of the amount of 
total education related expenses. In this 
regard, all banks, financial institutions, foreign 
exchange companies or any other person 
responsible for remitting the foreign currency 
abroad is required to collect advance tax from 
the payer of education related expenses. As 
per the amendments the education related 
expenses includes: 
 

 tuition fee,  

 boarding and lodging expenses,  

 any payment for distant learning to any 
institution or university in a foreign 
country; and  

 any other expense related or attributable 
to foreign education. 

 
68. Dividend in specie (236S) 

 
Dividend that is paid other than in cash 
(dividend in specie) is taxable at fair value 
under existing tax provisions.  
 
By virtue of the proposed amendment, 
dividend in specie shall be taxable at the 
rates applicable to dividend as under: 

 

S.No  
Tax Rate 

Current Proposed 

1 

Dividends 
declared/distribute
d by; 

 Purchaser of a 
power projects 
privatized by 
WAPDA 

 Shares of a 
company set up 
for power 
generation 

 The company 
supplying coal 
to power 

7.5% 7.5% 
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S.No  
Tax Rate 

Current Proposed 

generation 
projects  

All other cases 10% 12.5% 

2 

Dividend on stock 
fund; 
(subject to the 
condition that 
dividend receipts 
are less then 
capital gains) 
 

12.5% 15% 

3 

Dividend received 
by a person from 
collective 
investment 
scheme, *REIT 
Scheme or mutual 
investment other 
than stock fund 
 

25% 25% 

* Word “REIT Scheme” inserted by Finance Bill 

2015 
 

69. Collection of tax by Pakistan 

Mercantile Exchange Limited 

(PMEX) (Section 236T) 

 
Pakistan Mercantile Exchange Limited 
(PMEX) provides Pakistan’s first commodity 
exchange which deals in futures contract to 
hedge risk of fluctuations of commodity 
market prices including gold, silver, cotton, 
KIBOR rates etc. 
 
The Bill proposes to require PMEX to collect 
advance tax at the rate of 0.1% from its 
members on sale or purchase of futures 
commodity contracts and against commission 
earned by such members on purchase or sale 
of those futures commodity contracts. The 
advance shall be the minimum tax for 
members of the PMEX.  
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The First Schedule  
Rates of Tax 
 

Part I  

Rates of tax for individuals and association of persons  
 
The Bill proposes to enhance the slab for non-salaried individuals and AOPs from seven to eight.  
 

For comparison purpose, the existing and proposed rates of non-salaried individuals and AOPs are as follows: 
 

S. 
No. 

Taxable Income Rate of Tax 

Current Proposed Current Proposed 

(1) (2) (3) (4) (5) 

1 
Where the taxable 
income does not 
exceed Rs 400,000 

Where the taxable 
income does not 
exceed Rs 400,000 

0% 0% 

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

Where the taxable 
income exceeds  
Rs. 400,000 but does 
not exceed Rs. 500,000 

10% of the amount 
exceeding 
Rs.400,000 

7% of the amount 
exceeding Rs. 400,000 

3 

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

Rs 7,000 + 10% of the 
amount exceeding        
Rs. 500,000 

4 

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

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 

Rs 32,000 + 15% of the 
amount exceeding  
Rs. 750,000 

5 

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

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 

Rs. 144,500 +20% of      
the amount exceeding  
Rs. 1,500,000 

6 

Where  the  taxable 
income exceeds  
Rs. 2,500,000 but 
does not exceed  
Rs 4,000,000 

Where  the  taxable 
income exceeds  
Rs. 2,500,000 but does 
not exceed Rs 
4,000,000 

Rs.347,500 + 25%  
of the amount 
exceeding 
Rs.2,500,000 

Rs. 344,500 + 25% of 
the amount exceeding  
Rs. 2,500,000 

7 

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

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

Rs.722,500 + 30%  
of the amount 
exceeding 
Rs.4,000,000 

Rs. 719,500 + 30% of 
the amount  exceeding  
Rs. 4,000,000 

8 

Where the taxable 
income exceeds  
Rs. 6,000,000 

Where the taxable 
income exceeds  
Rs. 6,000,000 

Rs.1,322,500 + 
35% of the amount 
exceeding 
Rs.6,000,000 

Rs. 1,319,500+35% of 
the am**ount exceeding  
Rs. 6,000,000 
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Rates for salaried individual 
 
The Bill seeks to revise the rates of taxation for salaried individual.  
 
Comparison of existing and proposed revised tax rates for individuals drawing income from salary are 
as follows: 
 

S. No. 
Taxable Income Rate of Tax 

Current Proposed Current Proposed 

(1) (2) (3) (4) (5) 

1 

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

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

0% 0% 

2 

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

Where the taxable 
income exceeds 
Rs.400,000 but does 
not exceed Rs.500,000 5% of the amount 

exceeding 
Rs.400,000 

2% of the amount 
exceeding 
Rs.400,000 

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

Rs. 2000 + 5% of 
the amount 
exceeding 
Rs.500,000 

3 

Where the taxable 
income exceeds 
Rs.750,000 but does 
not exceed 
Rs.1,400,000 

Where the taxable 
income exceeds 
Rs.750,000 but does 
not exceed 
Rs.1,400,000 

Rs.17,500 + 10% of 
the amount 
exceeding 
Rs.750,000 

Rs.14,500 + 10% of 
the amount 
exceeding 
Rs.750,000 

4 

Where the taxable 
income exceeds 
Rs.1,400,000 but 
does not exceed 
Rs.1,500,000 

Where the taxable 
income exceeds 
Rs.1,400,000 but does 
not exceed 
Rs.1,500,000 

Rs.82,500 + 12.5% 
of the amount 
exceeding 
Rs.1,400,000 

Rs.79,500 + 12.5% 
of the amount 
exceeding 
Rs.1,400,000 

5 

Where the taxable 
income exceeds 
Rs.1,500,000 but 
does not exceed 
Rs.1,800,000 

Where the taxable 
income exceeds 
Rs.1,500,000 but does 
not exceed 
Rs.1,800,000 

Rs.95,000 + 15% of 
the amount 
exceeding 
Rs.1,500,000 

Rs.92,000 + 15% of 
the amount 
exceeding 
Rs.1,500,000 

6 

Where the taxable 
income exceeds 
Rs.1,800,000 but 
does not exceed 
Rs.2,500,000 

Where the taxable 
income exceeds 
Rs.1,800,000 but does 
not exceed 
Rs.2,500,000 

Rs.140,000 + 
17.5% of the 
amount exceeding 
Rs.1,800,000 

Rs.137,000 + 17.5% 
of the amount 
exceeding 
Rs.1,800,000 

7 

Where the taxable 
income exceeds 
Rs.2,500,000 but 
does not exceed 
Rs.3,000,000 

Where the taxable 
income exceeds 
Rs.2,500,000 but does 
not exceed 
Rs.3,000,000 

Rs.262,500 + 20% 
of the amount 
exceeding 
Rs.2,500,000 

Rs.259,500 + 20% 
of the amount 
exceeding 
Rs.2,500,000 
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S. No. 
Taxable Income Rate of Tax 

Current Proposed Current Proposed 

(1) (2) (3) (4) (5) 

8 

Where the taxable 
income exceeds 
Rs.3,000,000 but 
does not exceed 
Rs.3,500,000  

Where the taxable 
income exceeds 
Rs.3,000,000 but does 
not exceed 
Rs.3,500,000  

Rs.362,500 + 
22.5% of the 
amount exceeding 
Rs.3,000,000 

Rs.359,500 + 22.5% 
of the amount 
exceeding 
Rs.3,000,000 

9 

Where the taxable 
income exceeds 
Rs.3,500,000 but 
does not exceed 
Rs.4,000,000 

Where the taxable 
income exceeds 
Rs.3,500,000 but does 
not exceed 
Rs.4,000,000 

Rs.475,000 + 25% 
of the amount 
exceeding 
Rs.3,500,000 

Rs.472,000 + 25% 
of the amount 
exceeding 
Rs.3,500,000 

10 

Where the taxable 
income exceeds 
Rs.4,000,000 but 
does not exceed 
Rs.7,000,000 

Where the taxable 
income exceeds 
Rs.4,000,000 but does 
not exceed 
Rs.7,000,000 

Rs.600,000 + 
27.5% of the 
amount exceeding 
Rs.4,000,000 

Rs.597,000 + 27.5% 
of the amount 
exceeding 
Rs.4,000,000 

11 

Where the taxable 
income exceeds 
Rs.7,000,000 

Where the taxable 
income exceeds 
Rs.7,000,000 

Rs.1,425,000 + 
30% of the amount 
exceeding 
Rs.7,000,000 

Rs.1,422,000 + 30% 
of the amount 
exceeding 
Rs.7,000,000 

 
 

Rates of tax for companies 
 
In line with the announced policy of the Federal Government to gradually reduce the corporate tax rate 
to 30%, the Bill proposes for reduction in corporate tax rate from 33% to 32% for the tax year 2016.  
 

Rates of super tax 
 
The Bill seeks to insert a new Division for Super Tax, levied through section 4B for rehabilitation of 
temporarily displaced persons.  
 
Proposed super tax rates are as under: 
 

Person Rate of Super Tax 

Banking Company 4% of the income 

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

3% of the income 

 

Rate of dividend tax 
 
By virtue of Finance Bill 2015, some changes have been proposed on account of dividend received 
from companies under section 5 of the Ordinance. The comparison of existing and proposed changes 
are reflected in the below mentioned table: 
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S.No  
Tax Rate 

Current Proposed 

1 

Dividends declared/distributed by; 
 

 Purchaser of power projects privatized by WAPDA 

 Shares of a company set up for power generation 

 The company supply coal to power generation projects  

7.5% 7.5% 

All other cases 10% 12.5% 

2 

Dividend on stock fund; 

(subject to the condition that dividend receipts are less then capital 
gains) 

12.5% 15% 

3 
Dividend received by a person from collective investment scheme, 
*REIT Scheme or mutual investment other than stock fund 

25% 25% 

 

* Word “REIT Scheme” inserted by Finance Bill 2015 

 
Further, a new proviso is also proposed to be inserted which provides that if a Developmental REIT 
Scheme with the object of development and construction of residential buildings is set up by          
June 30 2018, dividend received by a person from such Developmental REIT Scheme shall be 
reduced by 50% for three years from June 30, 2018.     
 

Rate for profit on debts 
 
Corresponding to proposed Section 7B Tax on profit on debt, bill refers to section 5A which appears to 
be an error. Division III provides the proposed rate of tax on profit on debt as under: 
 

Profit on Debt Rate of tax 

 Where profit on debt does not exceed 
Rs. 25,000,000 10% 

 Where profit on debt does not exceeds 
Rs. 25,000,000 but does not exceed Rs. 
50,000,000 

2,500,000+12.5% of the amount exceeding 
Rs. 25,000,000 

 Where profit on debt exceeds Rs. 
50,000,000 

Rs. 5,526,000+15% of the amount exceeding 
Rs. 50,000,000 
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Capital gains on disposal of securities 
 
The Bill seeks to increase the rate of capital gain tax on listed securities for tax year 2016.   
 

Existing  Proposed 

Period 
Tax Year 

2015 
Period 

Tax Year 
2016 

Where holding period of 
security is less than twelve 
months 

12.5% 
Where withholding period 
of security is less than 
twelve months 

15% 

Where holding period of 
security is twelve months or 
more but less than twenty-four 
month 

10% 

Where withholding period 
of security is twelve 
months or more  but less 
than twenty-four months 

12.5% 

Where holding period of a 
security is twenty-fours months 
or more 

0% 

Where holding period of a 
security is twenty-four 
months or more but less 
than four years 

7.5% 

 
The proposed Bill does not provide the rate of securities whose holding period is more than four years. 
It is expected that appropriate amendments will be brought through Finance Act, 2015 to affect the rate 
for such securities.  
 
Further, the Bill proposes to amend the second proviso and introduce the Capital Gain Tax on mutual 
funds or collective investment scheme or a REIT scheme. Furthermore, to promote the concept of 
filing and to distinguish between a compliant and non-compliant taxpayer the higher rates for non-filer 
of income tax returns are also proposed. Thus, a mutual fund or a collection investment scheme or of 
REIT scheme shall deduct capital gain tax at the rated specified below: 
 

Category Filer Non-Filer 

Individual and association of person 
10% for stock funds 

17.50% 
10% for others 

Company 
10% for stock funds 

25% 
25% for others 

 

Minimum tax under section 113 
 
The Bill proposes a reduced rate of minimum tax of 0.5% for the distributors and dealers of fertilizers.  
 
 

Part II 

 

Rates of advance tax under section 148 
 
The Bill seeks to substituted the Division II. The substitute table provides the rate of advance tax under 
section 148 of the Ordinance in respect of persons importing cotton at 1% of the import value as 
increased by customs-duty, sales tax and federal excise duty for filer and 1.5% of the import value as 
increased by customs-duty, sales tax and federal excise duty in case of non-filer. 
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Part III  
 

Advance tax dividend 
 

Finance Bill seeks to provide rate of tax deduction on issuance of dividend in specie and to promote 
the concept of filing and to distinguish between a compliant and non-compliant taxpayer the higher 
rates for non-filer of income tax returns are also proposed.  
 
Further, a new proviso is also proposed to be inserted, which provides that if a Developmental REIT 
Scheme with the object of development and construction of residential buildings is set up by        
June 30, 2018, dividend received by a person from such Developmental REIT Scheme shall be 
reduced by 50% for three years from June 30, 2018. 
 

Profit on debt 
 
Finance Bill seeks to provide higher rate of tax deduction at 17.5% in respect of profit on debt from 
non-filers to promote the concept of filing and to distinguish between a compliant and non-compliant 
taxpayer. 
 

Payment to the Non Resident 
 
Finance Bill seeks to bring rate of withholding tax under section 152(2A) payments to permanent 
establishment of non-resident persons, at par with resident and to provide higher rate of tax deduction 
to promote the concept of filing and to distinguish between a compliant and non-compliant taxpayer. 
The comparison of the existing and newly proposed amendment is provided in the table below: 
 

Particular 
Tax Year 

2015 
Proposed 

Tax Payer Filer Non-Filer 

152(2A)(a) Payment 
on account of sales 
of goods 

3.5% 

For Company 4% 6% 

In any other case 4.5% 6.5% 

152(2A)(b) Payment 
of rendering of or 
providing services 
other than transport 

6% 

For Company 
8% 12% 

In any other case 
10% 15% 

152(2A)(c) Payment 
on account of 
execution of contract 6% 

In Case of 
Sportsperson 

10% 

For Company 7% 10% 

In any other case 7.5% 10% 
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Payment for goods or services 
 
Finance Bill seeks to provide higher rate of tax deduction under section 153 to promote the concept of 
filing and to distinguish between a compliant and non-compliant taxpayer. The comparison of the 
existing and proposed amendment is provided in the table below: 
 

Particular Tax Payer 
 Proposed 

Filer Non-Filer 

Payment on account of sales 
of goods 

For Company 4% 6% 

In any other case 4.5% 6.5% 

Payment of rendering of or 
providing services other than 
transport 

For Company 8% 12% 

In any other case 10% 15% 

Payment on account of 
execution of contract 

In Case of Sportsperson 10% 

For Company 7% 10% 

In any other case 7.5% 10% 

 

Petroleum products 
 
Finance Bill seeks to provide higher rate of tax deduction at 15% under section 156A on petroleum 
products in respect of non-filer to promote the concept of filing and to distinguish between a compliant 
and non-compliant taxpayer. For filers, the rate is 12%. 
 

Brokerage and commission (Part IV) 

 
The Bill seeks to provide revised withholding tax rates on payment of brokerage and commission 
under sub-section (1) of section 233. In the said proposal the rate of withholding tax has been 
increased and to encourage the filing of income tax returns, filer and non-filer concept has also been 
introduced. The proposed changes are depicted in below mentioned table: 
 

Division II 

Brokerage and Commission 

  Existing 
Proposed 

Filers Non-Filers 

Brokerage and 
Commission 

7.5% of the amount of the 
payment, in case of 
advertising agents; 

10% of the amount of the 
payment, in case of 
advertising agents; 

15% of the 
amount of 
payment 12% of the amount of 

payment in all other cases 
12% of the amount of 
payment in all other cases 
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Tax on motor vehicles (Part IV) 

 
The Bill proposes to amend the rate of tax on motor vehicles and introduce the higher rate of tax for 
non-filers. The substituted clause provides that in case of goods transport vehicles, tax of two rupees 
and fifty paisa per kilogram of the laden weight shall be charged for filer and four rupees per kilogram 
of the laden weight for non-filer.”; 
 
Further, the Bill seeks to introduce the higher rates for filer and non-filer in case of passenger transport 
vehicles plying for hire. The comparison of existing and proposed rates are depicted in table 
mentioned below: 
 

S. 
No. 

Capacity 

Existing Proposed 

Rs. Per seat 
per annum 

Rs. Per seat per annum 

Filer Non-Filer 

(i) Four of more persons but less than ten 
persons. 

25 50 100 

(ii) Ten or more persons but less than twenty 
persons. 

60 100 200 

(iii) Twenty persons or more. 500 300 500 

 
The Bill also proposes to replace the word “car” from “vehicles” in paragraph 3. Further, the Bill also 
seeks to reduce the withholding rates for filers and increase the withholding tax rates for non-filers. 
The detailed Existing rates and the proposed changes are represented in below table: 
 

S. No. Engine capacity 
Existing Proposed 

Filers Non-Filers Filers Non-Filers 

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

1 upto 1000cc Rs. 1,000 Rs. 1,000 Rs. 800 Rs. 1,200 

2 1001cc to 1199cc Rs. 1,800 Rs. 3,600 Rs. 1,500 Rs. 4,000 

3 1200cc to 1299cc Rs. 2,000 Rs. 4,000 Rs. 1,750 Rs. 5,000 

4 1300cc to 1499cc Rs. 3,000 Rs. 6,000 Rs. 2,500 Rs. 7,500 

5 1500cc to 1599cc Rs. 4,500 Rs. 9,000 Rs. 3,750 Rs. 12,000 

6 1600cc to 1999cc Rs. 6,000 Rs. 12,000 Rs. 4,500 Rs. 15,000 

7 2000cc & above Rs. 12,000 Rs. 24,000 Rs. 10,000 Rs. 30,000 

   
Part IV 
 
Division V (Telephone users) 
 
By virtue of Finance Bill the rate of tax at 14% of the amount of bill price or pre-paid card collected 
under section 236 of the Ordinance has been provided on internet usage not covered by telephone 
bills and pre-paid cards. 
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Division VI (Cash withdrawal from a bank) 

 
The Bill seeks to increase the rate of tax on cash withdrawal from bank under section 231A for non-
filers by 0.1%. The new rate is 0.6% for non-filers. The said amendment is proposed in order to 
increase the income tax return filing trend among people. 
 

Division VIA (Advance tax on transactions in bank) 
 

As a measure to broaden the tax base, the Bill proposes to stipulate separate advance tax rates for 
filers and non-filers. The rate of advance tax on transactions in bank is proposed to be maintained at 
existing level of 0.3% for filers while for non-filer 0.6% has been proposed.   
 

Division VII (Advance tax on purchase of private motor car and jeep) 
 

By virtue of the Finance Bill, the proposed tax rates for vehicle registration and on sale of motor car 
under section 231B of the Ordinance is as follows:  
 

The rate of tax at the time of registration of private vehicle shall be as follows:- 
 

S. No. Engine capacity Filers Non-filer 

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

1 upto 850cc Rs. 10,000 Rs. 10,000 

2 851cc to 1000cc Rs. 20,000 Rs. 25,000 

3 1001cc to 1300cc Rs. 30,000 Rs. 40,000 

4 1301cc to 1600cc Rs. 50,000 Rs. 100,000 

5 1601cc to 1800cc Rs. 75,000 Rs. 150,000 

6 1801cc to 2000cc Rs.100,000 Rs. 200,000 

7 2001cc to 2500cc Rs. 150,000 Rs. 300,000 

8 2501cc to 3000cc Rs. 200,000 Rs. 400,000 

9 Above 3000cc Rs. 250,000 Rs. 450,000 

 
Whereas, tax rate at the time of transfer of registration or ownership has been proposed as follows: 
 

S. No. Engine capacity Filers Non-filer 

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

1 upto 850cc - Rs. 5,000 

2 851cc to 1000cc Rs. 5,000 Rs. 15,000 

3 1001cc to 1300cc Rs. 7,500 Rs. 25,000 

4 1301cc to 1600cc Rs. 12,500 Rs. 65,000 

5 1601cc to 1800cc Rs. 18,750 Rs. 100,000 

6 1801cc to 2000cc Rs. 25,000 Rs. 135,000 

7 2001cc to 2500cc Rs. 37,500 Rs. 200,000 

8 2501cc to 3000cc Rs. 50,000 Rs. 270,000 

9 Above 3000cc Rs. 62,500 Rs. 300,000 
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It is further provided that the rate of tax to be collected on the transfer of registration or 
ownership shall be reduced by 10% each year from the date of first registration in Pakistan. 

 

Division XIV (Advance tax on sale to distributors, dealers or wholesalers) 

 
As a measure to broaden the tax base and to promote the benefits of return filing the rates of advance 
tax deducted under section 236G has been increased in respect of fertilizers. The comparison 
between the existing and proposed is as follows: 

 

Category of Sales Existing Rate of Tax Proposed Rate of Tax 

 Filer Non-Filer Filer Non-Filer 

Fertilizers 0.2% 0.4% 0.7% 1.4% 

  

Division XIX (Advance tax on domestic electricity consumption) 
 

The Bill proposes to reduce the threshold for withholding tax on domestic electricity consumption. The 
threshold has been proposed to be reduced from Rs. 100,000 to Rs. 75,000. The said amendment is 
proposed due to recent reduction in electricity prices.   

 

Division XX (Advance tax on international air tickets) 
 

The rate of withholding tax on international air tickets under section 236L has been proposed to be 
enhanced. The comparative figures are depicted in table mentioned below: 
 

S. No. Type of Ticket Existing Rates Proposed Rates 

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

1 First/Executive Class Not mentioned Rs. 16,000 per person 

2 Others excluding Economy 4% Rs. 12,000 per person 

3 Economy 0% 0 

 

Division XXI (Advance tax on banking transactions otherwise than through 

cash) 
 
Finance Bill seeks to provide for tax rates for newly proposed sections of withholding tax on banking 
transactions other than through cash. The rate of advance tax under newly inserted section 236P is 
0.6% for non-filers. The said change is made in order to expand the tax base.  

 

Division XXII (Rate of collection of tax by Pakistan Mercantile Exchange 

Limited) 

 
The Bill seeks to introduce new section 236T for collection of advance tax from Pakistan Mercantile 
Exchange Limited. The rate of tax is as follows: 
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(a)  in case of sale or purchase of future commodity contract as per clause (a) and (b) of sub-
section (1) of section 236T shall be 0.1%.  

 
(b)  in case of commission on sale or purchase of future commodity contract as per clause (c) 

and (d) of sub-section (1) of section 236T shall be 0.1% 

 

Payment to a resident person for right to use machinery and equipment 

 
The corresponding section of this newly inserted is section 236Q. The purpose of the proposed 
amendment is to tax the resident persons who derives income by granting right to use machinery and 
equipment. The rate of advance tax to be deducted under said section is 10% of the amount of 
payment. 
 

Collection of advance tax on education related expenses remitted abroad 
 
By virtue of Finance Bill the proposed change is to collect the tax at 5% on the amount of education 
related expenses remitted abroad under newly inserted section 236R. Collection of such tax shall be 
made by banks, financial institutions, foreign exchange companies or any other person responsible for 
making such remittance.  
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The Second Schedule  
 

Exemptions and Tax Concessions 
 

Part I 

Exemption from Total Income 
 
The Bill has proposed incentives to 
manufacturing, agriculture and housing sectors 
in order to reduce the unemployment, to 
increase the domestic production of solar and 
wind energy equipment. The rural economy is 
based on agriculture which has the shortest 
growth period. Housing sector/construction 
sector has a ripple effect and impact 16 other 
sectors. The Bill proposes to withdraw certain 
exemptions owing to discrimination and 
misuse resulting in loss to national tax 
exchequer. 
 

[Straight Deduction on Payment of 

Donation] Clause (61 (XLV)  
 
A new clause is proposed to be added to 
provide tax credit to the taxpayers who paid 
donation to the Indus hospital Karachi.  
 

[Exemption to Indus Hospital 

Karachi] Clause (66) (XXXIII)  
 
A new sub-clause is proposed to be added to 
provide tax exemption on any income derived 
by Indus Hospital Karachi. 
 

[Exemption on sale of immoveable 

property to a developmental REIT 

Scheme] Clause (99A) 

 
A new proviso is proposed to be added in 
clause (99A) which provides exemption to any 
income derived by profit and gains on sale of 
immoveable property to a developmental REIT 
Scheme with the object of development and 
construction of residential buildings shall be 
exempt upto thirtieth day of June 2020. 
 

Inter corporate dividend Clause 

(103A)  
 
The Bill seeks to place a condition for the 
exemption allowed to inter-corporate dividend 
within the group companies entitled to group 
taxation by filing of return for that year.  
 

[Exemption under the head Capital 

Gains in any Special Industrial 

Zone referred in clause 126 of the 

Ordinance] Clause (113)  
 
It is proposed to omit the income chargeable 
under the head "capital gains", being income 
from the sale of shares of a public company 
set up in any Special Industrial Zone referred 
to in clause (126) of this Schedule, derived by 
a person for a period of five years from the 
date of commencement of its commercial 
production: 
 

[Extension of exemption period to 

China Overseas from 20 to 23 

years] Clause (126A) 
 

The substituted clause proposes to enhance 
the period of exemption for income derived by 
China Overseas Ports Holding Company 
Limited from Gawadar Port operations for a 
period of 23 years instead of 20 years. 

 

[Domestic production of solar and 

wind Energy equipment 

manufacturing] Clause (126I)  
 
A new clause is proposed to be added to 
provide exemption from income tax for 5 years 
in respect of profits and gains derived by 
industrial undertaking engaged in the 
manufacturing of equipment, plant and items 
required to produce solar and wind energy.  

 
The industrial undertaking must be set up by 
December 31, 2016 and engaged in the 
manufacture of plant, machinery, equipment 
and items with dedicated use (no multiple 



49 | © Budget 2015-16 | Highlights | All rights reserved  

uses) for generation of renewable energy from 
sources like solar and wind. Exemption would 
be available for a period of five years 
beginning from July 01, 2015. 
 

[Tax holiday for agricultural 

delivery chain] Clause (126J) 
 

A new clause is proposed to be added to 
provide exemption from income tax for 3 years 
to new industrial undertakings engaged in (i) 
setting up and operating cold chain facilities, 
and (ii) setting up and operating warehousing 
facilities for storage of agriculture produce. 

 

The industrial undertaking must be set up 
between July 01, 2015 and June 30, 2016. 
Exemption would be available for a period of 
three years beginning with the month in which 
the industrial undertaking is set up or 
commercial operations are commenced, 
whichever is later. 
 

[The exemption for 4 years for 

halal meat production Companies] 

Clause (126K)  
 
In order to increase the business of halal meat 
production, the new clause is proposed to be 
added to provide exemption to those 
Companies, who setup halal meat production 
plant and obtain halal meat certification by 
December 31, 2016. 

 

The industrial undertaking must be set up 
between July 31, 2015 and December 31, 
2016. Exemption would be available for a 
period of four years beginning with the month 
in which the industrial undertaking is set up or 
commercial production is commenced, 
whichever is later.  
 

[Relief measures for Khyber 

Pakhtunkhwa] Clause (126L)  
 

In order to revive the economy of Khyber 
Pakhtunkhwa and to provide the relief to the 
people, the new clause is proposed to be 
added to provide exemption for period of 5 
years on all new industrial units setup in KPK 
between July 01, 2015 to June 30, 2018.  

 
Exemption is available for a period of five 
years beginning with the month in which the 
industrial undertaking is set up or commercial 
production is commenced, whichever is later:  

 
Provided that exemption under this 
clause admissible where:   

 

(a)  the manufacturing unit is setup 
between the July 01, 2015 and 
June 30, 2018, both days 
inclusive; and 

 

(b)  the manufacturing unit is not 
established by the splitting up or 
reconstruction or reconstitution of 
an undertaking already in 
existence or by transfer of 
machinery or plant from an 
undertaking established in 
Pakistan at any time before      
July 01, 2015. 

 

[Exemption to electricity 

transmission projects]  

Clause (126M) 
 
In order to overcome the electricity crises, the 
new clause is proposed to be added to provide 
exemption for a period of 10 years to a 
transmission line project, provided that project 
is setup on or after July 1, 2015. The period of 
10 years is mentioned in salient features and 
is not mentioned in the Bill.  
 
Exemption under this clause shall 
apply to such project which is:  

 
(a)  owned and managed by a company 

formed for operating the said project and 
registered under the Companies 
Ordinance, 1984 (XLVII of 1984), and 
having its registered office in Pakistan;  

 

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

 

(c)  owned by a company 50% of whose 
shares are not held by the Federal 
Government or Provincial Government or 
a Local Government or which is not 
controlled by the Federal Government or 
a Provincial Government or a Local 
Government:  

 
Provided that the exemption under this clause 
shall not apply to projects set up on or after the 
June 30, 2018. 
 

[Exemption to LNG Terminal 

operators and Terminal owners] 

Clauses (141)  
 
In order to overcome the gas crises, the new 
clause is proposed to be added to provide 
exemption In respect of profit and gains 
derived by LNG terminal operators and 
terminal owners for a period of 5 years 
beginning from the day when commercial 
operations are commenced. 
 

[Exemption to income from social 

security contributions]  

Clauses (142) 
 

The new clause is proposed to be added to 
provide exemption to all the provincial social 
security institutions.  
 

It is clarified that all incomes other than social 
security contribution shall not be exempt. 
 

Part II 

Reduction in Tax Rates 
 

[Omission of reduced withholding 

rates to Shipping companies]  

Clause (21)  
 
It is proposed to omit the reduced income tax 
rates of any resident person engaged in the 

business of shipping companies and reposition 
the same under newly proposed section 7A.  
 

[Reduced withholding rates for 

cash withdrawal for exchange 

companies] Clause (28B)  
 
The Bill seeks to add new clause to provide for 
reduced rates of tax deduction on cash 
withdrawal for exchange companies duly 
licensed by State Bank of Pakistan. 

 
As per proposed clause, the rate of tax shall 
be 0.15% under section 231A on cash 
withdrawal by an exchange company, duly 
licensed and authorized by the State Bank of 
Pakistan, exclusively dedicated for its 
authorized business related transactions. 
Application of the reduced rate would be 
subject to the condition that a certificate issued 
by the concerned Commissioner for a financial 
year mentioning details and particulars of its 
Bank Account being used entirely for business 
transactions is provided. 

 

Part III 

Reduction in tax liability 
 

[Omission of tax liability]  

Clause (16)  
 

It is proposed to omit the reduction in tax 
liability for failure to furnish statements under 
section 115, 165 or 165 of the Ordinance as 
the above clause is repositioned from Second 
Schedule to section 182. 
 

Exemptions and Tax Concessions 
 

PART IV 
 

Exemption from minimum tax 

under Section 113 Clause (11A) 

(XVIII) 
 
The bill seeks to add sub clauses to extend the 
exemption from minimum tax under section 
113 to the following: 
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“(xviii) companies, qualifying for 
exemption under clause (132B) of 
Part-I of this Schedule, in respect 
of receipts from a coal mining 
project in Sindh, supplying coal 
exclusively to power generation 
projects. 

 

(xix)  LNG Terminal Operators and LNG 
Terminal Owners. 

 

(xx) taxpayers located in the most 
affected and moderately affected 
areas of Khyber Pakhtunkhwa, 
FATA and PATA for tax year 2010, 
2011 and 2012 excluding 
manufacturers and suppliers of 
cement, sugar, beverages and 
cigarettes. 
 

(xxi) Rice Mills for the Tax Year 2015. 
 
(xxii)   taxpayers   qualifying   for   
exemption   under clauses (126I) 
of Part-I of this Schedule in respect 
of income  from  manufacture  of  
equipment with dedicated use for 
generation of renewable energy.  
 
(xxiii)   taxpayers   qualifying   for   
exemption   under clauses (126J) 
of Part-I of this Schedule in respect 
of income from operating 
warehousing or cold chain facilities 
for storage of agriculture produce. 
 
(xxiv)   taxpayers   qualifying   for   
exemption   under clauses (126K) 
of Part-I of this Schedule in respect 
of income  from operating halal 
meat production, during the period 
mentioned in clause (126K). 

 
(xxv)   taxpayers   qualifying   
for   exemption   under 
clauses (126L) of Part-I of 
this Schedule in respect of 
income from a manufacturing 
unit set up in Khyber 
Pukhtunkhwa Province 
between 1st day of July, 2015 
and 30th day of June, 2018.” 

 

Exemption from ACT   

Clause (11D) 
 
The bill seeks to exempt LNG terminal 
operators and owners from the levy of 
Alternative Corporate Tax. 

 

Exemption from Section 153 

Clause (16A)  
 
Bill propose to omit the clause by virtue of 
which payments to electronic and print media 
in respect of the advertising services, shall be 
liable to tax withholding u/s 153.  
 

[Technical Correction] Exemption 

from Section 153 Clause (46)  
 
The Bill seeks to propose technical correction 
by linking this clause with section 152(2)(A) of 
the Ordinance by virtue of which the provisions 
of sub-section (1) of section 153 shall not 
apply to any payment received by an oil 
distribution company or an oil refinery and 
provisions of sub-section (2A) of section 152 
shall not apply to permanent establishment of 
non-resident petroleum exploration and 
production (E&P) companies for supply of its 
petroleum products. 

 

Exemption from Section 148 

Clause (56) (i)  
 
The Bill seeks to withdraw exemption from 
withholding tax on imports on certain items 
from Chapter 27 & 99 of Pakistan Customs 
Tariff.  
 

Exemption from Section 148 

Clause (56) (ii)  
 
The bill seeks to provide exemption from tax 
withholding under section 148 in respect of 
following:  
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“(ia) Petroleum oils and oils obtained 
from bituminous minerals crude (PCT 
Code 2709.0000), Furnace-oil (PCT 
Code 2710.1941), High speed diesel 
oil (PCT) Code 2710.1931), Motor 
spirit (PCT Code 2710.1210), J.P.1 
(PCT Code 2710.1912), base oil for 
lubricating oil (PCT Code 2710.1993) 
imported by Pakistan State Oil 
Company Limited, Shell Pakistan 
Limited, Attock Petroleum Limited, 
Byco Petroleum Pakistan Limited, 
Admore Gas   Private Limited, 
Chevron Pakistan Limited, Total-
PARCO Pakistan(Private) Limited, 
Hascol Petroleum Limited, and oil 
refineries.”; 

 

Exemption from Sections 113 and 

153 Clause (57) 
 
The Bill seeks to substitute the explanation in 
clause (57) to clarify the condition for 
exemption from Section 113 and 153 for in-
house preparation of food and allied items. 
 
It is further clarified  that in-house  preparation  
and processing of food and allied items for 
sale to customers shall not disqualify a 
company from being treated as a Trading 
House, provided that all the conditions in this 
clause are fulfilled and sale of such items does 
not exceed two per cent of the total sales. 
 

Exemption from Section 231 

Clause (61A) 
 
It is proposed in the Bill to omit this Clause by 
virtue of which the provisions of section 231A 
shall apply in respect of any cash withdrawal 
by exchange companies duly licensed and 
authorized by the State Bank of Pakistan on 
their bank account exclusively dedicated for 
their authorized business related transactions. 

 

Exemption from Sections 148 and 

153 Clause (77) 

 
By virtue of the proposed amendment, the 
import and subsequent supply of “tubular 
daylighting devices such as solar tube,” shall 
be exemption from tax collection and 
withholding under section 148 and 153 at the 
time of import and supply of goods 
respectively. 
 

Exemption from Section 113 

Clause (86) 
 
By virtue of propose amendment, the 
exemption from section 113 provided in the 
said clause to Greenfield industrial undertaking 
has been extended from 2016 to 2017.  
 

Exemption from Section 148 

Clause (91)  
 
The bill seeks to add new clause to exempt the 
withholding tax under section 148 on import of 
specified Tilage and Seed Bed preparation 
Equipment as specified therein. 
 

Exemption from Section 148 

Clause (92)  
 

By virtue of the proposed amendment, the 
provision of section 148 shall not apply to 
aviation equipments as listed in the Finance 
Bill. 
 

Exemption from  

Section 154Clause (93)  
 
By virtue of proposed amendment, the 
provisions of sub-section (1) of section 154 
shall not apply to taxpayers operating halal 
meat production and qualifying for exemption 
under clause (126K) of Part-I of this Schedule 
for the period specified in clause (126K) of 
Part I. 
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The Fourth Schedule 
 

Rule (6B) 
 

Capital gains from sale of shares of listed 
companies, vouchers of PTCL, modaraba 
certificates, redeemable capital and derived 
products have been proposed to be taxed at 
the following rates: 

 

S. No. 
Period of 
holding of 
security 

Tax 
year 
2015 

Tax 
year 
2016 

1. 
Less than twelve 
months 

12.5% 15% 

2. 

Twelve months 
or more but less 
than twenty four 
months 

10% 12.5% 

3. 

Twenty four 
months or more 
but less than 
four years 

0% 7.5% 

 
No rates have been prescribed for taxation of 
capital gain on securities held for a period of 
four years or more. 
  

Rule (6D) 
 
A new rule is proposed to be introduced 
whereby Super Tax would be payable for tax 
year 2015 by insurers falling under this 
Schedule having income equal to or exceeding 
Rs. 500 million. Such tax would be payable at 
the rate of three percent on their income as 
defined under sub-section (2) of section 4B of 
the Ordinance.  
 

Fifth Schedule 
 
The Finance Bill proposes to introduce rule 
4AA under Part-I and Rule 2A under Part-II of 
The Fifth Schedule, 
 
 whereby exploration and production company 
(petroleum and other than petroleum) would 
be liable to pay 3% super tax for the purpose 
of rehabilitation of temporarily displaced 

persons under section 4B. The said tax is 
applicable for Tax Year 2015 only.       
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The Seventh Schedule 
 

Rules (7B) & (7C)   

Tax on Income Computed 
 
Presently, banking companies’ income from 
Dividend is subject to lower tax rates at 10% to 
25% and net income from Capital Gains from 
sale of shares of listed companies is subject to 
lower tax rate at 12.5%. This has encouraged 
the banking industry to invest in Capital market 
and not utilizing the funds for lending to 
customers.    
 
In order to discourage such practice, an 
amendment has been proposed, whereby from 
Tax Year 2015 and onwards, income of a 
banking company from Dividend and Capital 
gains will be taxed at 35%. Consequently, 
section 6A introduced vide Finance Act, 2014, 
providing for allocation of expenditure, has 
now been omitted, as the same has now 
become redundant.  
 
Further, an amendment has been proposed 
whereby banking companies will be subject to 
super tax levied for rehabilitation of temporarily 
displaced persons under section 4B at 4% of 
the income for Tax Year 2015 only. 

The Eighth Schedule 
 

Super tax has been proposed to be imposed at 
the rate of three percent on income, as defined 
under sub-section (2) of section 4B of the 
Ordinance, on taxpayers falling under this 
Schedule having income equal to or exceeding 
Rs.500 million for tax year 2015.  
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Tax Deduction / Collection Guide 
 

Various taxes are deductible / collectible by withholding agents and other prescribed persons or 
payable by taxpayer by way of advance tax under the provisions of the Income Tax Ordinance, 
2001.These tax deductions, collections and payments are either adjustable, final tax, minimum tax or 
against the normal tax liability of the person paying tax or whose tax has been collected or deducted.   
 
In this guide, we have prepared a section-wise summary of these legal requirements, specifying tax 
withholding rates, and as to whether or not these are minimum tax, final tax or adjustable against 
normal tax liability.  
 
It is clarified that withholding tax provisions are not applicable on payments to banking companies as 
defined in the Banking Companies Ordinance, 1962 and body corporates which transact banking 
business in Pakistan. 

 

Withholding Section 
and Reference 

Description 

Rate Final Tax, 
Minimum 

Tax or 
Adjustable 

Filer Non-filer 

      

148 

 

Import of 
goods 

 

(other than 
hybrid cars) 

Industrial undertaking importing  
remeltable steel (PCT Heading 
72.04) and  directly reduced iron 
for its own use; 

 

Persons importing potassic 
fertilizers in pursuance of 
Economic Coordination 
Committee of the cabinet’s 
decision No.  ECC-155/12/2004 
dated the 9th December, 2004; 

 

Persons importing urea; and  

 

Manufacturers covered under 
Notification No. SRO. 
1125(I)/2011 dated 31st 
December 2011 and importing 
items covered under S.R.O 
1125(I)/2011 dated 31

st
 December 

2011. 

 

Person importing Gold 

 

Persons importing Cotton 

1%  1.5% Adjustable 
only in case 
of Industrial 

Undertakings 

 

 

 

Final Tax for 
all other 
cases 

 

Minimum tax 
in case of 
edible oil 

On import of pulse 2%  3% 

Commercial importers covered 
under Notification No. SRO 
1125(I)/2011 dated 31

st
 

December, 2011  

3% 4.5% 

Tax Collection and Withholding 

Guide  
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Withholding Section 
and Reference 

Description 

Rate Final Tax, 
Minimum 

Tax or 
Adjustable 

Filer Non-filer 

      

Ship breakers on import of ships 4.5%  6.5% 

Industrial undertakings (other 
than above cases) 

5.5% 8% 

By companies (other than above 
cases). 

5.5%  8% 

By other persons (other than 
above cases) 

6%  9% 

Import of 
hybrid cars 

 

(reduced rate 
is applicable) 

Engine capacity 
Rate 

(Compa
nies) 

Rate 

(other) 

 up to 1200 cc  0%      0% 

1201 cc to 1800 cc    2.50%     2.75% 

1801 cc to 2500 cc    3.75%     4.125% 
 

 

150/23
6S 

Dividend/Divid
end in specie 

Dividends declared or distributed 
by purchaser of power project 
privatized by WAPDA or on 
shares if a company set up for 
power generation or on shares of 
a company supplying coal 
exclusively to power generation 
projects. 

7.5% Final Tax 

Dividend declared or distributed 
by other than aboce 

10% 17.5% 

   

Stock fund  10% 

Stock fund (if dividend receipt are 
less than capital gains)   

15% 

Received by other than Company 
from money market fund, Income 
fund or any other than fund 

10% 

Received by Company from 
money market fund, Income fund 
or any other than fund 

25% 

Received from Development 
REIT Scheme with the object of 
development and construction of 
residential buildings, set up by 
30

th
 day of June 30, 2018, for 

three years from 30
th

 day of June 
2018 

5% 7.5% For tax year 
2018 to 2020 

151 Profit on debt Yield on an account, deposit or a 
certificate under National Saving 
Scheme or Post Office Savings 

10% in all 
other 

17.5% for 
non-filer, if 

amount 

Adjustable in 
all cases 
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Withholding Section 
and Reference 

Description 

Rate Final Tax, 
Minimum 

Tax or 
Adjustable 

Filer Non-filer 

      

Account.  cases exceeds  
Rs.5 lakh 

 

Additional tax 
deducted in 
case of non-
filer shall be 
adjustable  

Profit on any security issued by 
Federal, Provincial or Local 
Government. (other than above) 

Profit on account or deposit 
maintained with banking 
company or financial institution. 

Profit on any bond, certificate, 
debenture, security or instrument 
of any kind (other than a loan 
agreement between a borrower 
and a banking company or a 
development finance institution) 
paid to any person other than 
financial institution. 

152 

 

Payment to 
non-residents 

 

(other than 
those subject 
to tax 
deduction 
under 
sections 149, 
150, 156 and 
233) 

Royalty and fee for technical 
services. 

15% Final Tax 

 

Contract for construction, 
assembly or installation project; 
construction contract and related 
services; advertisement services 
by TV satellite channels. 

6% 

Insurance premium or 
reinsurance premium. 

5% 

Payment to 
permanent 
establishment 
in Pakistan of 
non-residents 

Advertisement services by a 
media person relaying from 
abroad. 

10% Adjustable 

Other payments. 20% 

Sale of goods  Companies 4% 6% 

Individuals & 
AOPs 

4.5% 6.5% 

Transport services. 2% 

Other than 
transport 
services. 

Companies 8% 12% 

Individuals & 
AOPs 

10% 15% 

Execution of 
contract 

Sports 
persons 

10% 

Companies 7% 10% 

Individuals & 
AOPs 

 

7.5% 10%% 
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Withholding Section 
and Reference 

Description 

Rate Final Tax, 
Minimum 

Tax or 
Adjustable 

Filer Non-filer 

      

153 

 

Sale of goods Rice, cotton seed or edible oils 1.5% Adjustable 
only for 

companies  

 

Final Tax in 
all other 
cases   

Sale of other 
goods. 

Companies 4% 6% 

Individuals & 
AOPs 

4.5% 6.5% 

Rendering of 
or providing of 
services 

Transport 
services. 

Companies 2% Adjustable 

Individuals & 
AOPs 

2% Minimum Tax 

Other services. Companies  8%  12% Adjustable 

Individuals & 
AOPs 

10 15% Minimum Tax 

Execution of 
contracts 

Companies 7% 10% (Final Tax for 
other)  

 

Adjustable for 
companies 

registered on 
stock 

exchange in 
Pakistan) 

Individuals & AOP’s 7.5% 10% Final Tax 

Sportspersons 10% Final Tax 

 Rendering or providing of 
services of stitching, dying, 
printing, embroidery, washing, 
sizing and weaving. 

1% Final Tax 

154 Export On realization of foreign 
exchange proceeds on account of 
export of goods. 

1% Final Tax 

 

Option to 
treat income 
on minimum 

tax at the 
time of return 

filing 

 

 

On realization of foreign 
exchange proceeds on account of 
the commission due to an 
indenting commission agent. 

5% 

On realization of the proceeds 
against sale of goods to an 
exporter under letter of credit or 
other arrangements prescribed by 
FBR. 

1% 

On export of goods by an 
industrial undertaking located in 
the areas declared by the Federal 
Government to be a Zone as 

1% 
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Withholding Section 
and Reference 

Description 

Rate Final Tax, 
Minimum 

Tax or 
Adjustable 

Filer Non-filer 

      

defined under EPZA Ordinance, 
1980. 

On payment for a firm contract to 
indirect exporter as defined under 
Duty and Tax Remission for 
Exports Rules, 2001.  

1% 

On clearance of goods exported  1% 

155 Advance tax 
on property 
rent  

Individual and AOPs 

Rent Tax 

upto Rs.150,000 Nil. 

Rs.150,001 to 
Rs.1,000,000 

10% of rent exceeding 
Rs.150,000. 

Rs.1,000,001 
and above 

Rs. 85,000 plus 15% of rent 
exceeding Rs.1,000,000 

 

Adjustable 

Companies  15% 

156 Prize and 
winning  

Prize bond or cross-word 
puzzle. 

15% Final Tax 

Raffle, lottery, prize on winning 
a quiz, prize offered by 
companies for promotion of 
sale. 

20% 

156A Petroleum 
products  

Commission or discount 
allowed to petrol pump 
operator on sale of petroleum 
products. 

12% 15% Final Tax 

156B Withdrawal 
from pension 
fund  

Withdrawal before the 
retirement age or in excess of 
fifty percent of accumulated 
balance. 

Average tax rate for 
salary for last three tax 

years  

Adjustable 

231A Advance tax 
on cash 
withdrawals 
from bank 

Withdrawal in excess of Rs. 
50,000 in a day. 

0.3%  

 

 

0.6%  Adjustable 

231AA Advance tax 
on bank 
transactions 

Sale or cancellation against 
cash of any instrument 
including Demand Draft, Pay 
Order, CDR, STDR, SDR, 
RTC, or any other instrument 
of bearer nature 

0.3% 0.6% Adjustable 

231B Advance tax 
on registration 
of a new 
locally 

Engine capacity Filer Non-filer 

 

------ Rs ------ 

850cc or below 10,000 10,000 

Adjustable 
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Withholding Section 
and Reference 

Description 

Rate Final Tax, 
Minimum 

Tax or 
Adjustable 

Filer Non-filer 

      

manufactured 
motor vehicles 
or on the 
transfer of 
registration or 
ownership 

851cc-1000cc 20,000 25,000 

1001cc-1300cc 30,000 40,000 

1301cc-1600cc 50,000 100,000 

1601cc-1800cc 75,000 150,000 

1801cc-2000cc 100,000 200,000 

2001cc-2500 cc 150,000 300,000 

2501cc- 3000cc 200,000 400,000 

Above 3000cc 250,000 450,000 

   
 

Advance tax 
on the transfer 
of registration 
or ownership 

Engine capacity Filer Non-filer 

 

------ Rs ------ 

850cc or below 0 5,000 

851cc-1000cc 5,000 15,000 

1001cc-1300cc 7,500 25,000 

1301cc-1600cc 12,500 65,000 

1601cc-1800cc 18,750 100,000 

1801cc-2000cc 25,000 135,000 

2001cc-2500 cc 37,500 200,000 

2501cc- 3000cc 50,000 270,000 

Above 3000cc 62,500 300,000 

   
 

Adjustable 

233 Brokerage and 
commission 

Other cases 12% 15% Final Tax 

 Advertising agent 10% 15% 

233A Advance tax 
collected by 
Stock 
Exchange 

Sale or purchase of shares in lieu 
of tax on the commission earned 
by stock exchange members. 

0.01%of sale/ 
purchase value 

Adjustable 

233AA Advance tax 
collected by 
NCCPL 

Profit, markup or interest earned 
by the member, margin financiers 
and lenders of securities. 

10% Adjustable 

234 Advance tax 
on motor 
vehicle 

 

(collected in 
installment) 

Goods transport vehicles. Rs.2.5 
per Kg of 
the laden 

weight 

Rs.4 per 
Kg of the 

laden 
weight 

Adjustable 

Goods transport vehicles with 
laden weight of 8120 Kg or more. 

 

(advance tax shall be collected 

Rs.1,200 per annum Adjustable 
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Withholding Section 
and Reference 

Description 

Rate Final Tax, 
Minimum 

Tax or 
Adjustable 

Filer Non-filer 

      

after a period of ten years from 
the date of first registration of 
vehicle in Pakistan) 

 

Passenger transport vehicles plying for hire 

 

Seating capacity 

(persons) 

Rs. per annum per 
seat 

Filer Non-Filer 

4 to 9 50  100 

10 to 19 100  200 

20 or more. 300  500 
 

Advance tax 
on motor 
vehicle 

 

(collected in 
installments) 

Engine capacity Filers Non-Filer 

 ------ Rs. ------ 

upto 1000 cc 800 1,200 

1001 cc – 1199 cc           1,500 4,000 

1200 cc – 1299 cc      1,750 5,000 

1300 cc – 1499 cc      2,500 7,500 

1500 cc – 1599 cc      3,750 12,000 

1600cc -- 1999 cc   4,500 15,000 

2000cc & above 10,000 30,000 
 

Adjustable 

Advance tax 
on motor 
vehicle 

 

(collected in 
lump sum) 

Engine capacity Filer Non-Filer 

 ------ Rs. ------ 

upto 1000 cc 10,000 10,000 

1001 cc – 1199 cc           18,000 36,000 

1200 cc – 1299 cc      20,000 40,000 

1300 cc – 1499 cc      30,000 60,000 

1500 cc – 1599 cc 45,000 90,000 

1600 cc – 1999 cc      60,000 120,000 

2000 cc and above   120,000 240,000 
 

234A Advance tax 
on amount of 
gas bill of 
CNG station 

 

4% of gas consumption charges Final Tax 
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Withholding 
Section and 
Reference 

Description Rate  Final Tax, 
Minimum 

Tax or 
Adjustable 

235 
 
 

Advance tax 
on the amount 
of electricity 
bill of  
commercial or 
industrial 
consumers 

 

Amount of electricity bill                          Tax (Rs.) 

Upto Rs. 400  Nil 

Rs. 401 to Rs. 600  80 

Rs. 601 to Rs. 800  100 

Rs. 801 to Rs. 1000  160 

Rs. 1,001 to Rs. 1500  300 

Rs. 1,501 to Rs. 3,000  350 

Rs. 3,001 to Rs. 4,500  450 

Rs. 4,501 to Rs. 6,000  500 

Rs. 6,001 to Rs. 10,000  650 

Rs. 10,001 to Rs. 15,000  1,000 

Rs. 15,001 to Rs. 20,000  1,500 

Rs. 20,001 
and above 

commercial consumers                 10%  

industrial consumers                  5% 

Adjustable 

235A Advance Tax 
Domestic 
electricity 
consumption 

7.5% of the monthly bill where if exceeds Rs.75,000  Adjustable 

235B Advance tax 
on steel 
melters, steel 
rollers etc.   

One rupee per unit of electricity consumed for 
production of steel billets, ingots and mild steel (MS 
products) excluding stainless steel. 

 Non-
adjustable 

236 Advance tax 
on telephone 
and internet 
user 

Telephone subscriber other than 
mobile phone subscriber (where 
the amount of monthly bill 
exceeds Rs.1000). 

10% of excess amount Adjustable 

Subscriber of internet, mobile 
telephone and pre-paid internet 
or telephone card. 

14% of amount of bill 
or sales price 

236A Advance tax 
on sale by 
auction 

Sale by public auction or auction 
by tender of property or goods. 

10% of gross sale price Adjustable  

236B Advance tax 
on purchase 
of air tickets 

Domestic air tickets. 5% of gross amount of 
air ticket 

Adjustable 

236C Advance tax 
on sale or 
transfer of 
immovable 
properties 

On registering or attesting the 
transfer of immoveable property. 

0.5% of 
amount 

of 
considera

tion 
received 
for filer 

1% of 
amount of 
considerati
on 
received 
for filer. 

Adjustable 
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Withholding 
Section and 
Reference 

Description Rate  Final Tax, 
Minimum 

Tax or 
Adjustable 

236D Advance tax 
on function 
and gathering 

Arranging or holding a function in a 
marriage hall, marquee, hotel, 
restaurants, commercial lawn, club, a 
community place or any other place 
used for such purpose. 
 

Providing food, services or other 
facility. 

5% Adjustable  

236E Advance tax 
on foreign-
produced TV 
play and serial 

TV drama serial (per episode) Rs. 100,000 Adjustable  

 TV play (single episode) Rs. 100,000 

236F Advance tax 
on cable 
operator and 
other 
electronic 
media 

License 
Category 

Tax on 
license 

(Rs.) 

Tax on 
renewal 

(Rs.) 

H 7,500 10,000 

H-1 10,000 15,000 

H-II 25,000 30,000 

R 5,000 30,000 

B 5,000 40,000 

B-1 30,000 50,000 

B-2 40,000 60,000 

B-3 50,000 75,000 

B-4 75,000 100,000 

B-5 87,500 150,000 

B-6 1705,000 200,000 

B-7 262,500 300,000 

B-8 437,500 500,000 

B-9 700,000 800,000 

B-10 875,500 900,000 
 

Adjustable  

20% of the permission fee or renewal fee from IPTV, FM 
Radio, MMDS, Mobile TV, Mobile Audio, Satellite TV 
Channels and Landing Rights 

236G Advance tax 
on sale to 
distributors, 
dealers or 
wholesalers 
on Sale of 
electronics, 
sugar, 
cement, iron 
and steel 
products, 
fertilizer, 
motorcycles, 

Fertilizer  0.7% 1.4% Adjustable 

Other than Fertilizer 

 

0.1% 0.2% 
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Withholding 
Section and 
Reference 

Description Rate  Final Tax, 
Minimum 

Tax or 
Adjustable 

pesticides, 
cigarettes, 
glass, textile, 
beverages, 
paint, or foam 
sector to 
distributers, 
dealers and 
wholesalers 
by 
manufacturers 
or commercial 
importers. 

236H Advance tax 
on sale to 
retailers 

Sale of electronics, sugar, 
cement, iron and steel products, 
fertilizer, motorcycles, pesticides, 
cigarettes, glass, textile, 
beverages, paint, or 

foam sector to retailers by 
manufacturers, distributers, 
dealers and wholesalers or 
commercial importers. 

0.5% of gross amount 
of sales 

Adjustable 

236I Advance tax 
collected by 
educational 
institutions  

Fee paid to educational 
institutions  

5% of gross amount of 
fee 

Adjustable 

236J Advance tax 
on dealer, 
commission 
agent, arhati, 
etc. 

 

Group/Class Tax per annum 

 
(Rs.) 

A 10,000 
B 7,500 
C 5,000 

Others 5,000 

Adjustable 

236K Advance tax 
on purchase or 
transfer of 
immovable 
properties 

On registering or attesting the 
transfer of immoveable 
property where property value 
exceeded Rs.3 million 

 
1% 

 
2% 

Adjustable 

236L Advance tax 
on purchase of 
international 
air tickets 
booking one-
way or return 
from Pakistan 

First/Executive Class Rs. 16,000 per person Adjustable 

Other excluding Economy Rs.12,000 per person 

 
Economy  

 
Rs.0 

236M Bonus share Issuing bonus shares to a 
shareholder by Company 
quoted on stock exchange     

5% on the value of bonus 
shares 

Final Tax 

236N Bonus share Issuing bonus shares to a 
shareholder by Company not 
quoted on stock exchange 

5% on the value of bonus 
`shares 

Final Tax 
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Withholding 
Section and 
Reference 

Description Rate  Final Tax, 
Minimum 

Tax or 
Adjustable 

236P Banking 
transactions 
otherwise than 
through cash 

Selling any instrument and 
transferring any amount where 
transaction amount exceeds 
Rs.50,000 per day 

0.6% of transaction (only 
in case of non-filer) 

Adjustable 

236Q Advance tax 
on payment to 
resident for 
use of 
machinery and 
equipment  

Payment for use or right to 
use industrial, commercial and 
scientific equipment and on 
account of rent of machinery   

10% of amount of 
payment 

Final Tax 

236R Advance tax 
on education 
related 
expense 
remitted 
abroad 

Remitting abroad the payment 
of education related expense 

5% of the amount of total 
education related expense 

Adjustable 

236T Advance tax 
on future 
commodity 
contracts 

Advance tax on purchase/sale 
of future commodity or 
purchase/sale of future 
commodity contracts in lieu of 
tax on commission 

0.1% Minimum Tax 
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1. Definition (Section 2)  

 

Cottage Industry (Clause 5AB) 
 
At present, a manufacturer whose annual 
utility bills during the last twelve months 
ending any tax period do not exceed 
Rs.700,000 is qualified to be a ‘cottage 
industry’, thus immune from sales tax 
registration. The Bill proposes to enhance the 
ceiling to Rs. 800,000 with regard to annual 
utility bills to qualify as a cottage industry by 
the manufacturer. 
 

Retailer (Clause 28) 

 
The Bill proposes to withdraw the condition of 
considering the total turnover of retailer-cum-
manufacturer for the purpose of registration 
under section 14.  
 

Supply (Clause 33) 

(Toll manufacturing)  
 
The Bill proposes to amend the scope of the 
term ‘supply’ by inserting the activity of ‘toll 
manufacturing’ in the definition of term ‘supply 
as under; 
 
(d)  in case of manufacture of goods 

belonging to another person, the 
transfer or delivery of such goods to 
the owner or to a person nominated by 
him. 

 
Previously, the term ‘supply’ was defined to 
include sale, lease or other disposition of 
goods. Whereas the term ‘manufacturer’ or 
‘producer’ includes processing of goods for 
others, where raw material belongs to such 
other person.  Therefore, the FBR views ‘Toll 
Manufacturing, as manufacturing and return 
or transfer of such goods to the principal as 
‘supply’ by taking leverage of the phrase 
‘other disposition of goods’ as mentioned in 
the definition clause of ‘supply under Section 
2(33) of the Act. Accordingly, the FBR issued 
STGO 3/2004 dated June 12, 2004 and 
declared that the vendor is required to charge 

sales tax on the consideration/charges of 
conversion. 
 
The Sindh High Court in reported judgment 
(2006 PTD 1459) has viewed the processing 
of goods for others on toll basis as service 
and declared that no sales tax under the 
Sales Tax Act, 1990 is payable on toll 
manufacturing. 
 
Accordingly, the Federal Government has 
amended the term ‘supply’ through Finance 
Act, 2008 to exclude the words ‘other 
disposition’. However, the corresponding 
STGO was not withdrawn which is still in the 
field.  
 
Through notification SRO 1125(I)/2011 dated 
December 31, 2011 issued by the FBR, sales 
tax on toll manufacturing of five export 
oriented sector’s goods is also charged to 
sales tax. This notification is also inconsistent 
with the law.  
 
It is pertinent to mention here that the 
provincial authorities have also taxed “activity 
of processing of goods for other on toll basis’ 
treating it as “service’ with effect from July 1, 
2013. Therefore, this situation will lead to 
double taxation which would be harsh for 
business community and it could lead to 
further litigation on this matter.  
 

2. Scope of tax (Section 3)  
 Sub-section (1A)  
 
The Bill proposes to enhance rate of Further 
Tax from 1% to 2% of the value of supply. 
Further tax is chargeable in addition to tax 
levied under sub-sections (1), (1B), (2), (5), 
and (6) of the section 3 on person who has 
not obtained registration number. The 
rationale of such amendment appears to 
further penalize the persons who are required 
to be registered under the Act but they have 
not obtained the registration.    
Sub-section (2)(b). 
 
The Bill proposes to substitute the existing 
clause (b) of sub-section 2 to streamline the 
wordings of said clause.  

Sales Tax Act, 1990 
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3. Time and manner of payment 
(Section 6)  

 
The Bill proposes to provide power of 
recovery of sales tax by the Customs 
authorities on imported goods.  
 

4. Determination of tax liability 
(Section 7)  

 Sub-section (2) (Clause ii) 
 
At present, a person holding goods 
declaration against imported goods duly 
cleared under section 79 or section 104 of 
Customs Act,1969 can adjust sales tax paid 
on such goods as input tax. The Bill propose 
to allow input tax adjustment on goods 
provisionally cleared under section 81 of 
Customs Act, 1969 as well. 
 

5. Tax credit not allowed  
(Section 8)  

 Sub-section (1) (Clause h) 
 
A registered person is not entitled to reclaim 
or deduct input tax paid on goods used in, or 
permanently attached to, immoveable 
property, such as building and construction 
materials, paints, electrical and sanitary 
fittings, pipes, wires and cables, but excluding 
such goods acquired for sale or re-sale  or for 
direct use in the production or manufacture of 
taxable goods. The Bill proposes to allow 
input tax on pre-fabricated buildings.   
Clauses (j) to (l) 
 
The Bill proposes to restrict input tax 
adjustment on following goods and services 
as well in addition to goods / services already 
mentioned in sub-section (1);   
 
(j) services in respect of which input tax 

adjustment is barred under the 
respective provincial sales tax law; 
 

(k) import or purchase of agricultural 
machinery or equipment subject to 
sales tax at the rate of 7% under Eighth 
Schedule to this Act; and 
 

(l) from the date to be notified by the 
Board, such goods and services which, 
at the time of filing of return by the 
buyer, have not been declared by the 
supplier in his return.  

 
Under the provincial sales tax laws, there are 
various services which are chargeable to 
sales tax at reduced rates and the input tax 
adjustment of such reduced rate services is 
not allowable under the respective provincial 
sales tax laws. As a result of insertion of 
aforesaid clause (j), the adjustment of 
provincial sales tax chargeable at reduced 
rates would not be available under the 
Federal sales tax law as well. 
 
It should also be noted that by virtue of clause 
(ca) of sub-section (1) of section 8, input tax 
adjustment is already debarred on the goods 
or services in respect of which sales tax has 
not been deposited in the Government 
treasury by the respective supplier. Please 
note that the Lahore High Court (LHC) 
through its judgment W.P. 3515/2012 passed 
in case of DG Khan Cement Company 
Limited has struck down the provisions of 
clause (cc) of sub-section 1 of section 8 by 
holding it unconstitutional and thus void. The 
proposed insertion of clause (l) above seems 
to nullify the effect of aforesaid judgment of 
LHC.  
 

6. Joint and several liability of 

registered persons in supply 

chain where tax unpaid 
(Section 8A)  

 
Section 8A imposes joint and several liability 
on buyer, in addition to supplier, where tax on 
taxable supply goes unpaid and the buyer 
had knowledge or reasonable grounds to 
suspect that such tax would have remain 
unpaid.  
 
This section is largely disputed by the 
businessmen for being too harsh and it has 
been proposed many times that this section 
should be deleted or at-least modified to 
include certain workable mechanism to 
ascertain whether the buyer had any 
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connivance with the suppler for evasion of 
tax.  
 
The Bill now proposes to place burden on the 
Department to prove the connivance between 
the buyer and supplier.  
 
It is a well-established principle of law that the 
burden of proof always lies with the person 
who lays charges. Therefore, legally 
speaking, the onus is already on the 
department to prove that the buyer was in the 
knowledge or had reasonable ground to 
suspect about evasion of tax. Above 
proposed insertion has made this section in 
conformity with the aforesaid established 
principle of law. 

 

7. Exemptions (Section 13)  

 
Section 13 provides sweeping powers to the 
Federal Government (or the Board by special 
order in each case stating the reasons) to 
exempt supply or import of goods from the 
payment of the whole or any part of the tax 
chargeable under this Act. 
 
The Bill now proposes to curtail the Federal 
Government’s general power for issuance of 
exemption. Now the Federal Government 
subject to approval of the Economic 
Coordination Committee may grant aforesaid 
exemption, whenever circumstances exist to 
take immediate action for the purposes of: 
 
• national security,  
• natural disaster,  
• national food security in the emergency 

situations,  
• protection of national economic interests 

in situations  arising  out  of  abnormal  
fluctuation  in  International commodity 
prices,  

• removal of anomalies in duties,  
• development of backward areas, and  
• implementation of bilateral and 

multilateral agreements 
 
The Bill also proposes to withdraw the powers 
of the Board to allow exemption under 
exceptional circumstances. 

The Bill also requires the Federal 
Government to place before the National 
Assembly, all exemption notifications issued 
in a financial year. Any exemption notification 
issued after July 1, 2015 is proposed to be 
rescinded, if not rescinded earlier, on the 
expiry of financial year in which it was issued. 
 
Above proposed amendments were 
introduced through the Finance (Amendment) 
Ordinance, 2015 which are now proposed to 
be ratified through the Finance Act, 2015.   
 

8. Active taxpayers list (Section 

21A read with Clause (1) of Section 2) 
 
The Bill proposes to assign powers to the 
Board to maintain active taxpayers list in the 
manner as may be prescribed by rules and 
such rules may also provide the restrictions 
and limitations to be imposed on a person 
who ceases to be an active taxpayer.    
 
The term ‘Active Taxpayer, is defined in the 
Sales Tax General Order (STGO) No. 
34/2010 dated September 16, 2010 which 
means a registered person who does not fall 
in any of the following categories, namely: 
 
(i) who is blacklisted or whose registration 

is suspended under rule 12 of the 
Sales tax Rules, 2006; 

 

(ii) who fails to file the return under section 
26 by the due date for two consecutive 
tax periods; 

 

(iii)  who fails to file any missing return 
within 15 days of notice issued to him;  

 

(iv) who fails to file any due  Income Tax 
return under section 114 of the Income 
Tax Ordinance, 2001;  

 

(v)   who fails to file monthly withholding tax 
statement under section 165 of the 
Income Tax Ordinance, 2001 for two 
consecutive quarters; 

 

(vi)   who fails to respond to the discrepancy 
notice or any other notice issued by the 
Board or an RTO or LTU or an officer 
so authorized by the FBR or the 
Commissioner, within 15 days of the 
issuance of such notice. 



69 | © Budget 2015-16 | Highlights | All rights reserved  

 
The Bill proposes to include the above 
definition of ‘Active Taxpayer’ now in Section 
2 at clause (1) whereby, the ‘active taxpayer, 
means a registered person who does not fall 
in any of the following categories, namely:- 
 

(a) who is blacklisted or whose registration 
is suspended or is blocked in terms of 
section 21; 

(b) who fails to file the return under section 
26 by the due date for two consecutive 
tax periods; 

(c)  who fails to file an Income Tax return 
under section  114 or statement under 
section 115, of the Income Tax 
Ordinance, 2001(XLlX of 2001), by the 
due date; and 

(d)  who fails to file two consecutive 
monthly or an annual withholding tax 
statement under section 165 of the 
Income Tax Ordinance, 2001 

 

The exclusion of clause (iii) and (vi) of the 
above STGO seems to provide substantial 
relief to the taxpayers who could not respond 
to any notice in a timely manner and now they 
could only be declared as ‘non-active 
taxpayer’ for being noncompliant with 
statutory filings or declarations. 
 

9. Audit by Special Audit 

Panels (Section 32A) 
 

The Bill proposes to abolish the existing 
mechanism of special audit of records of 
registered person by the Chartered 
Accountants or Cost and Management 
Accountants appointed by the FBR or 
Commissioner for this purpose.  
 

The Bill now proposes to empower the Board 
to appoint as many special audit panels as 
may be necessary, to conduct audit of a 
registered person, including audit of refund 
claims and forensic audit. Scope of such audit 
shall be determined by the FBR or the 
Commissioner on case-to-case basis.   
 

The panel would comprise two or more 
members from the following;  
 
a) an officer or officers of Inland Revenue; 

b) a  firm  of  chartered  accountants  as  
defined  under  the Chartered 
Accountants Ordinance, 1961 

c) a  firm  of  cost  and  management  
accountants  as  defined under  the  
Cost  and  Management  Accountants  
Act,  1966; or 

d) any other person as directed by the 
Board, 

 

Each special audit panel shall be headed by a 
chairman who shall be an officer of Inland 
Revenue. If any one member of the special 
audit panel, other than the chairman, is 
absent from conducting an audit, the 
proceedings of the audit may continue and 
the audit conducted by the special audit panel 
shall not be invalid or be called in question 
merely on the ground of such absence. 
 

In  addition,  FBR may, where  it  considers  
appropriate,  also  get  such  audit  conducted 
jointly with similar audits being conducted by 
provincial administrations of sales tax on 
services. 
 
FBR may prescribe rules in respect of 
constitution, procedure and working of special 
audit panel. 
 

10. Offences and penalties 
(Section 33 (1) and (5)) 

 

A person, who fails to furnish a return within 
the due date, has to pay penalty of Rs. 5,000 
and a person, who fails to deposit the amount 
of tax due or any part thereof within due date, 
has to pay penalty of higher of Rs.10,000 or 
5% of the amount of the tax involved.  
 

However, if such person files a return or deposit 
due tax within 15 days of the due date, the 
penalty will be reduced to Rs.100 per day for 
non-filing or Rs.500 per day for non-payment. 
The Bill proposes to curtail such relaxation 
period from fifteen days to ten days. 
 

11. Power of the Board and 

Commissioner to call for 

records (Section 45A) 
 

Section 45A empowers the FBR to call for 
and examine the records of any departmental 
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proceedings, at its own motion, for the 
purpose of satisfying itself as to the legality or 
propriety of any decision or order passed by 
an Officer of Inland Revenue. The Bill 
proposes to insert word ‘or otherwise’ after 
the word, of its own motion, to enable the 
Broad to act also on the application of 
taxpayer.  
 

12. Agreement for the exchange 

of information  
 (Section 56A) 
 
The Bill proposes to empower the Federal 
Government to enter into bilateral or 
multilateral agreements with provincial 
governments or with governments of foreign 
countries for the exchange of information 
including electronic exchange of information.  
 
Such exchange of information would be with 
respect to sales tax imposed under this Act or 
any other law of Pakistan and under the 
corresponding laws of such countries and the 
Federal Government may, by notification in 
the official Gazette, make such provisions as 
may be necessary for implementing such 
agreements. The provisions of section 107 of 
the Income Tax Ordinance, 2001 shall 
mutatis mutandis apply to the provisions of 
this section. 
 
It need to be noted that at present, FBR is 
already exchanging the information with 
respect to online returns and statements filed 
by registered person with provincial 
authorities. Above section would provide legal 
cover to such sharing of information between 
the FBR and provincial tax authorities.  

 

13. Disclosure of information by 

a public servant (Section 56B) 

 
In order to provide secrecy of information 
gathered by virtue of proposed section 56A, 
the Bill proposes to insert section 56B which 
provides that any information acquired under 
any provision of this Act or in pursuance of a 
bilateral or multilateral agreement or tax 
information exchange agreement shall be 

confidential and no public servant shall 
disclose any such information, except as 
provided under section 216 of the Income Tax 
Ordinance, 2001. 
  
The provisions of section 216 of Income Tax 
Ordinance, 2001 (XLIX of 2001), shall, 
mutatis mutandis, apply to the provisions of 
this section. 
 

14. Prize schemes to promote tax 

culture (Section 56C) 

 
The Bill proposes to empower the FBR to 
prescribe prize schemes to encourage the 
general public to make purchases only from 
registered persons issuing tax invoices.   
 

15. Reward to Whistleblowers 
 (Section 72D) 
 
The Bill proposes to introduce a new concept 
of ‘Whistleblower’ in terms of section 72D for 
rewarding the person providing credible 
information leading to detection of cases 
involving concealment or evasion of duty, 
corruption or misconduct. For implementing 
this reward scheme, FBR is empowered to 
prescribe the procedure in this regard. The 
proposed section also prescribes the 
following circumstances under which reward 
claimed by Whistleblowers shall be rejected: 
 
• the information provided is of no value; 
• the Board already had the information; 
• the information was available in public 

records; or 
• no collection of duty is made from the 

information provided from which the 
Board can pay the reward 

 
The Whistleblower is defined to mean a 
person who reports concealment or evasion 
of sales tax and tax fraud leading to detection 
or collection of taxes, fraud, corruption or 
misconduct, to the competent authority 
having  power  to  take  action  against  the  
person  or  a  sales tax  authority committing 
fraud, corruption, misconduct, or involved in 
concealment or evasion of taxes. 
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Fifth Schedule  
 
The Finance Bill proposes to make amendments in the Fifth Schedule to bring certain items for tax 
chargeability at 0 percent; the key changes are enlisted below: 

 

1. Supply of locally manufactured plant and machinery to EPZs 
(Clause 6 and 6A) 

 
The Bill proposes to withdraw the blanket zero rating available on locally manufactured plant and 
machinery supplied to the Export Processing Zones and proposes to make it subject to certain 
specification, conditions and restrictions as detailed below; 
 
Specifications   
 
(i)  Plant and machinery, operated by power of any description, as is used for the manufacture or 

production of goods by that manufacturer; 
 
(ii)  Apparatus, appliances and equipments specifically meant or adapted for use in conjunction 

with the machinery specified in clause (i); 
 
(iii)  Mechanical and electrical control and transmission gear, meant or adapted for use in 

conjunction with machinery specified in clause (i); and 
 
(iv)  Parts of machinery as specified in clauses (i), (ii) and (iii) identifiable for use in or with such  
 
Conditions, restrictions and procedures 
 
(a)  the supplier of the machinery is registered under the Act; 
 
(b)  proper bill of export is filed showing registration number; 
 
(c)  the purchaser of the machinery is an established manufacturer located in the Export 

Processing Zone and holds a certificate from  the Export Processing Zone Authority to that 
effect; 

 
(d)  the purchaser submits an indemnity bond in proper form to the satisfaction of the concerned 

Commissioner that the machinery shall, without prior permission from the said Commissioner, 
not be sold, transferred or otherwise moved out of the Export Processing Zone before a 
period of five years from the date of entry into the Zone; 

 
(e)  if the machinery is brought to tariff area of Pakistan, sales tax shall be charged on the value 

assessed on the bill of entry; and  
 
(f)  breach of any of the conditions specified herein shall attract legal action under the relevant 

provisions of the Act, besides recovery of the amount of sales tax along with default surcharge 
and penalties involved 
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2. Goods exempted under section 13 of the Act 
 (Clause 9) 

 
The Bill proposes to omit the ambiguous expression ‘who makes local supplies of both taxable and 
exempt goods’ from clause 9 which result in blanket zero rating on all goods exempted under section 
113, if exported by manufacturer. 

 

3. Dairy Products  
 (Clause 12) 

 
The Bill proposes to withdraw zero-rating on following dairy products and to grant exemption on them 
meaning thereby no input tax adjustment will be allowed against such products. However, items sold in 
retail packing having brand name will be subject to tax at reduced rate of sales tax as mentioned 
below.  
 

 

 

 

 

Description of goods Tariff Code 
Fifth 

Schedule 
 

Sixth  
Schedule 

 

Eight 
Schedule 

 

Milk 04.01 Retained   Retained -- 

Flavored milk 0402.9900 Omitted  Exemption 
proposed with the 
exception on those 
item sold inretail 
packing under a 
brand 
name  

10% reduced 
rate is 
proposed on 
items sold in 
retail packing 
under a brand 
name  
 

Cream 04.01 and 
04.02 

-do- -do- -do- 

Desi Ghee 0401.9000 -do- -do- -do- 

Milk and cream, 
concentrated and added 
sugar or other sweetening 
matter 

0402.1000 -do- -do- -do- 

Yogurt 0403.1000 -do- -do- -do- 

Whey 04.04 -do- -do- -do- 

Butter 0405.1000 -do- -do- -do- 

Cheese 0406.1010 -do- -do- -do- 

Processed cheese not 
grated or 
Powdered 

0406.3000 Not enlisted  -do- -do- 
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Sixth Schedule 
 
The Sixth Schedule provides list of goods, which are exempted from sales tax. The Finance Bill 2015 
proposes to make amendments in the schedule; the key changes are enlisted below: 

 

Table-I 

(Import and Local Supply) 
 

Exemption Withdrawn  
(Clause 28, 39 and 56) 

 
The Bill proposes to withdraw exemption on certain items as listed below with the intention to charge 
sales tax at reduced rated of 5% by proposing to insert such items in Eight Schedule;  

 

 
 

Sr. 
No. 

Description of goods Tariff Code 

 
Sixth  

Schedule 
 

Eight 
Schedule 

 

28 Poultry feed and Cattle feed 
including their all ingredients 

2301.2090, 
2305.0000, 
2306.2000, 
2306.3000, 
2306.4100, 
2306.5000, 
2309.9010, 
2309.9020, 
2309.9090, 
2936.2100, 
2936.2200, 
2936.2300, 
2936.2400, 
2936.2500, 
2936.2600, 
2936.2700 and 
2936.2800 

Omitted  Taxed at 5%  

39 Incinerators of disposal of waste 
management, motorized sweepers 
and snow ploughs. 

8417.8000, 
8430.2000 and 
8479.8990 

- do -  - do -  
 

56 Re-importation of foreign origin 
goods which were temporarily 
exported out of Pakistan subject to 
similar conditions as are envisaged 
for the purposes of applying zero-
rate of customs duty under the 
Customs Act, 1969. 

99.18 - do - - do - 
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Green House farming and other Green House equipment 
(Clause 114) 
 
The Bill has proposed to restrict exemption on greenhouse farming equipment consisting of plastic 
covering and mulch film, anti-insect net and shade net. 
 

Item added  
(Clause 117 to 128) 

 
The Bill proposes to include following item in table-I of Sixth schedule  
 

Serial 
No. 

Description Tariff Code 

117 Appliances for colostomy                    3006.9100 

118 Colostomy and urostomy bags           3926.9050 

119 Tubular   day   lighting   devices (TDDS) 8539.3930 

120 HIV Kits, 4C Es Trionyx, 5C Cell control normal 
Bovine precision multi sera Pregnancy test, DNA 
SSP DRB Generic IC Reticulocyte count (control) 
retic C Control ,Kit for vitamin B12 estimation, 
Ferritin kit, HEV (Hepatitis E virus) ID-DA Cell, 
Urine Analysis Strips, Albumin beg Cratinin sysi 
Ring, Detektiion cups, ISE Standard, Alkaline 
phosphatase (Alb) Bilirubin kit,HDL Cholesterol, Ck 
creatinin kinase (mb) Ck nac, Glulcose kit, 
Ammonia Modular Lac Ldh  kit  (lactate  
dehydrogenase kit) Urea uv kit Ua plus Tina quant 
Crp control Aslo tin Proteins Lipids, HDL/LDL 
cholesterol, Protein kit U Control Sera Pac Control 
HCV 
UIBC (Unsaturated iron binding capacity), U/CSF 
Inorganic Phosphorus kit Kit amplicon kit (for PCR) 
Ige Lc hsv Oligo ,NA/K/CL Hcy, Standard [or 
calibrated], Hla B27, Liss Coombs, Typhoid kit, 
HCV amp,Urine test strips,Strips for sugar test, 
Blood glucose test strips, Kits for automatic cell 
separator, for collection of platelets, Elisa or Eclia 
kit, PCR kits, Immunoblast (western blot 
test),I.C.T.  (Immunochromatographic kit), CBC  
Reagent (For hematology analyzer) Complete 
blood count reagen. 

3822.0000 
 
(these items are already exempted 
by virtue of SRO 880(I)/2007 dated 
September 1, 2007 and the 
Federal Government proposes to 
transpose such notification in to the 
Sixth Schedule)  

121 Blood  Bag  CPDA-1  with  blood transfusion set 
pack in aluminum foil with set. 

Respective headings 
 
(these items are already exempted 
by virtue of SRO 408(I)/2012 dated 
April 17, 2012 and the Federal 
Government proposes to transpose 
such notification in to the Sixth 
Schedule) 
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Serial 
No. 

Description Tariff Code 

122 Urine drainage bags                            Respective headings 
 
(these items are already exempted 
by virtue of SRO 760(I)/2012 dated 
June 22, 2012 and the Federal 
Government proposes to transpose 
such notification in to the Sixth 
Schedule) 
 

123 Aircraft,   whether   imported   or acquired on wet 
or dry lease 

8802.2000, 8802.3000, 8802.4000 

 

124 Maintenance kits for use   in trainer aircrafts of 
PCT headings 8802.2000 and 8802.3000 

Respective headings 

125 Spare parts for use in aircrafts,trainer aircrafts or 
simulators 

Respective headings 

126 Machinery, equipment and tools for setting up   
maintenance, repair and    overhaul    (MRO) 
workshop by   MRO   company recognized by 
Aviation Division 

Respective headings 

127 Operational   tools,   machinery, equipment
 and   furniture   and fixtures on one-time 
basis for setting up Greenfield airports by a
 company     authorized     by Aviation 
Division. 

Respective headings 

128 Aviation simulators imported by airline company 
recognized  by Aviation Division. 

Respective headings 

 

 
Table-2  
(Local Supplies Only) 
 
Exemption Withdrawn  
(Clause 13 and 14) 

 
The Bill proposes to withdraw exemption on below listed items with the intention to charge sales tax at 
reduced rated of 5% by proposing to insert such items in Eight Schedule;  
 

Sr. 
No. 

Description of goods Tariff Code Sixth Schedule Eight Schedule 

13 Reclaimed lead, if supplied to 
recognized manufacturer of 
lead batteries 

Respective 
headings 

Omitted  Taxed at 5% 

14 Waste paper Respective 
headings 

- do-  - do -  
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Exemption Extended  
(Clause 17 to 20) 

 
The Bill has proposed to grant exemption on local supply of the following items:  
  

Serial 
No. 

Description Tariff Heading  

17 Raw and pickled hides and skins, wet blue 
hides and skins 

41.01, 41.02, 41.03, 4104.1000, 
4105.1000, 4106.2100, 4106.3000, 
4106.9000 

18 Supplies made by manufacturers of marble and 
granite having annual turnover less than five 
million rupees even if their annual utility bill is 
more than Rs.800,000 . 

Respective headings 
 
(these items are already exempted by 
virtue of SRO 76(I)/2008 dated 
January 23, 2008 and the Federal 
Government proposes to transpose 
such notification in to the Sixth 
Schedule) 

19 Bricks (up to June 30, 2018)                  6901.1000 

20 Crushed  stone  (up to June 30, 2018) 2517.1000 

 

 
Table-3 
(Conditional Exemption withdrawn)  
 
The Bill proposes to withdraw exemption on below listed items. Whereas, item listed at serial number 
16 is proposes to be omitted with the intention to charge sales tax at reduced rated of 5% by inserting 
such items in Eight Schedule;  

 
Serial 

No. 
Description Tariff Heading Conditions Comments 

10 Machinery, equipment, raw 
materials, components and 
other capital goods for use in 
buildings, fittings, repairing or 
refitting of ships, boats or 
floating structures imported 
by Karachi Shipyard and 
Engineering Works Limited 

Respective 
headings 

Nil Apparently, 
chargeable @ 17% 

16 Plant, machinery, equipment 
and specific items used in 
production of bio-diesel.. 

Respective 
headings 

The 
Alternative 
Energy 
Development 
Board 
(AEDB), 
Islamabad 
shall certify in 
the 
prescribed 

Taken into the 8
th
 

schedule 
chargeable @ 5% 
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Serial 
No. 

Description Tariff Heading Conditions Comments 

manner and 
format as per 
Annex-B that 
the imported 
goods are 
bonafide 
project 
requirement. 
The goods 
shall not be 
sold or 
otherwise 
disposed of 
within a 
period of five 
years of their 
import except 
with the prior 
approval of 
the FBR and 
payment of 
customs 
duties and 
taxes leviable 
at the time of 
import. 
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Eight Schedule 
 
The Eighth Schedule of the Sales Tax Act, 1990 
provides list of taxable supplies, which are 
subject to the concessionary rates specified 
under said Schedule subjected to the conditions 
specified therein. 
 
Finance Bill proposes to make amendments in 
the schedule; the key changes are enlisted 
below: 
 
Table I 
 
Reduce Rate of 5%  
(Clause 15 to 20) 
 
Finance Bill proposes to incorporate following 
taxable supplies and levy them at the rate of 5% 
in the Schedule: 
 

S. 
No 

Description Tariff 
Heading 

15 Poultry feed, cattle 
feed, and their 
ingredients except 
soya bean meal of 
PCT heading 
2304.0000 and oil- 
cake of cottonseed 
falling under PCT 
heading 2306.1000 
 
(Transferred from 
Sixth Schedule) 

2301.2090, 
2305.0000, 
2306.2000, 
2306.3000, 
2306.4100, 
2306.5000, 
2309.9010, 
2309.9020, 
2309.9090, 
2936.2100, 
2936.2200, 
2936.2300, 
2936.2400, 
2936.2500, 
2936.2600, 
2936.2700, 
2936.2800 

Rape seed meal 2306.4900 

Guar meal 2308.9000 

Corn/Gluton feed 2303.1000 

Residues of starch 
manufacture and 
similar residues 

2303.1000 

S. 
No 

Description Tariff 
Heading 

Enzymes Other 3507.9000 

Maize Bran 2302.1000 

Rice Bran 2302.2000 

Wheat Bran 2302.3000 

Other cereals 2302.4000 

 Bran of leguminous 
plants 

2302.5000 

Oil cake and other 
solid residues of 
Maize corn germ 

2306.7000 

Sesame cake 2306.4900 

Sesame meal/ other 
meal 

2306.9000 

Double or complex 
silicates, alumino 
silicates whether or 
not chemically defined 

2842.1000 

Fish meal 2301.2010 

Poultry by product 
meal 

0505.9000 

And the following items only of 
feed grade: 

Potassium iodide 2827.6000 

Manganese Sulphate 2833.2990 

Zinc Sulphate 2833.2600 

Zinc Oxide 2817.4000 

Copper Sulphate 2833.2500 

Ferrous Sulphate 2833.2910 

Propionic acid, its 
salts and esters 

2915.5000 

DL Methionine 2930.4000 

Methionin e Hydroxy 
Analogue liquid 

2930.4000 

Lysine Monohydro 
Chloride/ sulphate 

2922.4100 

Lecithins 2923.2000 

Betafin 2923.9000 

Arganine 2922.4290 

Furazolidone 2934.9910 

Threonine 2922.5000 

Mono Calcium 
Sulphate 

2835.2600 

Di Calcium Phosphate 2835.2500 

16 Incinerators of 
disposal of waste 
management, 
motorized sweepers 
and snow ploughs  
(Transferred from 

8417.8000, 
8430.2000 

and 
8479.8990 
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S. 
No 

Description Tariff 
Heading 

Sixth Schedule) 

17 Re-importation of 
foreign origin goods 
which were 
temporarily exported 
out of Pakistan 
(Subject to 
similar 
conditions as 
are envisaged 
for the 
purposes of 
customs duty 
under the 
Customs 
Act,1969, and 
taxable value shall be 
the 
value 
determined 
under PCT 
heading 99.18 
of the said Act 
increased by 
customs duty 
payable) 
 
(Transferred from 
Sixth Schedule) 

99.18 
 

18 Reclaimed lead (If 
supplied to 
Recognized 
manufacturers 
of lead and 
lead batteries)  
 
(Transferred from 
Sixth Schedule) 

Respective 
Headings 

19 Waste paper 47.07 

 Plant, machinery, 
equipment and 
specific items used 
in production of 
biodiesel 
(The 
Alternative 
Energy 
Development 
Board 
(AEDB), 

Respective 
headings 

S. 
No 

Description Tariff 
Heading 

Islamabad 
shall certify in 
the prescribed 
manner and  
format as per 
Annex-B, as 
given in the 
Sixth 
Schedule, that 
the imported 
goods are 
bonafide 
project 
requirement. 
The goods 
shall not be 
sold or 
otherwise 
disposed of within a 
period 
of five years of 
their import 
except with 
the prior 
approval of 
the FBR and 
payment of 
customs 
duties and 
taxes levyable 
at the time of 
import) 
 

 
Finance Bill 2015 proposes to incorporate 
following taxable supplies and levy them at the 
rate of 6% in the Schedule: 
 

S. 
No 

Description Tariff 
Heading 

22 Soya been seed 1201.1000 

 
Finance Bill 2015 proposes to incorporate 
following taxable supplies and levy them at the 
rate of 7% in the Schedule: 
 

S. 
No 

Description Tariff 
Heading 

26 Tillage and seed bed 
preparation equipment: 
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S. 
No 

Description Tariff 
Heading 

i. Rotavator 8432.8010 

ii. Cultivator 8432.2910 

iii. Ridger 8432.8090 

iv. Sub soiler 8432.3090 

v. Rotary slasher 8432.8090 

vi. Chisel plow 8432.1010 

vii. Ditcher 8432.1090 

viii. Border disc 8432.2990 

ix. Disc harrow 8432.2100 

x. Bar harrow 8432.2990 

xi. Mould board plow 8432.1090 

xii. Tractor rear or front 
blade 

8430.6900 

xiii. Land leveler or land 
planer 

8430.6900 

xiv. Rotary tiller 8432.8090 

xv. Disc plow 8432.1090 

xvi. Soil-Scrapper 8432.8090 

xvii. K.R. Karundi 8432.8090 

xviii. Tractor Mounted 
trancher 

8701.9020 

xix. Land leveler 8430.6900 

27 Seeding or planting 
equipment: 

 

i. Seed-cum-fertilizer drill 
wheat, rice barley, etc 

8432.3010 

ii. Cotton or maize planter 
with fertilizer attachment 

8432.3090 

iii. Potato planter 8432.3090 

iv. Fertilizer or manure 
spreader or broadcaster 

8432.4000 

v. Rice transpalnter 8432.3090 

vi. Canola or sunflower 
drill 

8432.3010 

vii. Sugarcane planter 8432.3090 

28 Irrigation, drainage and 
agro-chemical 
application equipment: 

 

 i.Tubewells filters or 
strainers 

8421.2100, 
8421.9990 

ii.Knapsack sprayers 8421.9990 

iii.Granular applicator 8424.2010 

iv.Boom or field sprayer 8424.2010 

v.Self-propelled sprayers 8424.2010 

vi.Orchard sprayer 8424.2010 

29 Harvesting, threshing 
and storage equipment: 

 

i. Wheat thresher 8433.5200 

S. 
No 

Description Tariff 
Heading 

ii. Maize or groundnut 
thresher sheller 

8433.5200 

iii. Groundnut digger 8433.5900 

iv. Potato digger or 
harvester 

8433.5300 

v. Sunflower thresher 8433.5200 

vi. Post hole digger 8433.5900 

vii. Straw balers 8433.4000 

viii. Fodder rake 8433.5900 

ix. Wheat or rice reaper 8433.5900 

x. Chaff or fodder cutter 8433.5900 

xi. Cotton picker 8433.5900 

xii. Onion or garlic 
harvester 

8433.5200 

xiii. Sugar harvester 8433.5200 

xiv. Tractor trolley or 
forage wagon 

8716.8090 

xv. Reaping machines 8433.5900 

xvi. Combined harvesters 8433.5100 

xvii. Pruner/Shears 8433.5900 

30 Post-harvest handling 
and processing & 
miscellaneous 
machinery: 

 

 i. Vegetables and fruits 
cleaning and sorting or 
grading equipment 

8437.1000 

 ii. Fodder and feed cube 
maker equipment 

8433.4000 

 
Finance Bill 2015 proposes to incorporate 
following taxable supplies and levy them at the 
rate of 10% in the Schedule: 

 
S. 
No 

Description Tariff 
Heading 

7 Flavoured milk  0402.9900 

8. Yogurt 0403.1000 

9. Cheese 0406.1010 

10. Butter 0405.1000 

11. Cream 04.01 and 
04.02 

12. Desi ghee 0405.9000 

13. Whey 04.04 

14. Milk and cream, 
concentrated and added 
sugar or other sweetening 
matter 

0402.1000 
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Finance Bill 2015 proposes to incorporate 
following taxable supplies and levy them at the 
rate of 16% in the Schedule: 
 

S. 
No 

Description Tariff 
Heading 

21 Rapeseed, Sunflower 
seed and canola seed 

1205.0000, 
1206.0000 

 
Changes in the rates of sales tax 
 
Finance Bill 2015 proposes to change the rates 
of Sales Tax on following items mentioned in 
Table I of Schedule: 
 

S. 
No 

Description 
Tariff 

Heading 
Old 
Rate 

New 
Rate 

1 Soyabean 
meal 

2304.0000 5% 10% 

4 Oil seeds 
meant for 
sowing 

Respective 
headings 

5% 10% 

6 Plant and 
machinery not 
manufactured 
locally and 
having no 
compatible 
substitutes. 

Respective 
headings 

5% 10% 

 
Omitted 
 
Finance Bill proposed following item to be 
omitted from the Table I of Schedule: 
 

S. 
No 

Description 
Tariff 

Heading 
Customs 

Duty 

3 Directly Reduced 
Iron 

72.03 5% 

 
Transposition of Notifications into Eight 
Schedule  
 

The below listed goods are proposed to be 
transposed from their relevant notifications to 
Eight Schedule containing the same conditions 
and rates  
 

Sr. 
No. 

Description 
Tariff 

Heading 
Notification 

23 Second 
handed and 
worn clothing 
footwear  

6309.0000 
(taxable @ 
5%) 

657(1)/2013 

25 Agricultural 
tractors 

8701.9020 
(taxable @ 
10%) 

572(1)/2014 

 
 
Table II 
 
Table II originally stated that all items specified 
in Annexure shall be levied at the rate of five 
percent. 
 
Finance Bill 2015 proposes to tax items 
mentioned in serial no. 1, 5 and 6 of the 
Annexure shall be levied at the rate of ten 
percent. 
 
Serial no. 1 contains items relating to machinery 
and equipment for development of gran 
handling and storage facilities. 
 
Serial no. 5 contains represent complete plants 
for relocated industries. 
 
Serial no. 6 contains items relating to initial 
installation, balancing, modernization, 
replacement or expansion of oil refining, 
petrochemical and petrochemical downstream 
products including fibers and heavy chemical 
industry, cryogenic facility for ethylene storage 
and handling. 
 
Annexure 
 
Omitted 
 
Finance Bill proposed following item to be 
omitted from the Table 2 of Schedule: 
 

S. 
No 

Description 
Tariff 

Heading 

3 Following items imported 
by Call Centers, Business 
Processing Outsourcing 
facilities duly approved 
by Pakistan 
Telecommunication 
Authority: 

 

(1) Telephone sets/head 
sets. 

8517.1100 

(2) Cat 5/Cat 6/Power 
cables 

8544.4990 

(3) PABX Switch 8517.6290 
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S. 
No 

Description 
Tariff 

Heading 

(4) Plasma TV 8528.7212 

(5) Dedicated telephone 
exchange system for call 
centres. 

8517.6290 

(6) Other digital cell 
recorders 

8519.8990 

7. Proprietary Formwork 
System for 
building/structures of a 
height of 100 ft and above 
and its various items/ 
components consisting 
of the following, namely: 

7308.4000 

(1) Plastic tube. 3917.2390 

(2) Plastic tie slot 
filters/plugs, plastic cone. 

3926.9099 

(3) Standard steel ply 
panels, Special sized steel 
ply panels, wedges, tube 
clamps (B-Type & G Type), 
push/pull props, brackets 
(structure), steel soldiers 
(structure), drop head, 
standard, prop tic, buard 

7308.4000 

S. 
No 

Description 
Tariff 

Heading 

rail post (structure), coupler 
brace, cantilever frame, 
decking beam/Infill beam 
and doorway angles. 

(4) Lifting Unit (Structure) 7308.9090 

(5) Bolts, tie bolts, anchor 
bolt assembly (fastener), 
anchor screw (fastener). 

7318.1590 

(6) Nuts 7318.1690 

(7) Steel pins, tie wing nut 
(fastener). 

7318.1900 

(8) Steel washers, water 
plate (fastener). 

7318.2290 

(9)  Adjustable base jack 
(thread rod with nut and 
steel plate), adjustable fork 
head (threaded rod with nut 
and steel channel). 

8425.4900 

 
 

 
 
 
 
 

Ninth Schedule 
 
The Ninth Schedule of the Sales Tax Act, 1990 
provides the amount of sales tax liability 
payable by the importers and Cellular Mobile 
Operators. 
 
The Finance Bill 2015 proposes to increase 
such liability from Rs. 150 to Rs. 300 for low 
priced cellular mobile phones or satellite 
phones. 
 
From Rs. 250 to Rs. 500 for medium priced 
cellular mobile phones or satellite phones. 
 
From Rs. 500 to Rs. 1,000 for smart cellular 
mobile phones or satellite phones. 
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Presently, only few services are taxable under Islamabad Capital Territory (Tax on Services) 
Ordinance, 2001 at the rate of 16%. The Bill proposes to extend the scope of taxable services by 
bringing new services within the sales tax net by including them in the Schedule to the Ordinance. 
Many of the services taxed in the Islamabad Capital Territory are already taxable in the provinces 
under the respective provincial sales tax laws. Since the services inserted are not defined in the 
Ordinance, the disputes with regard to interpretation of the meaning and scope of such services may 
arise. Following new services have been added in the Schedule to the Ordinance: 
 

S. No Description Rate of Tax 

1 Services provided or rendered by motels, guest houses, marriage 
halls and lawns (by whatever name called) including “Pandal” and 
“Shamiana” services and race clubs.  

16% 

4 Cargo services by road provided by courier companies. 16% 

5 Construction services, excluding: 
 

i. construction projects (industrial and commercial) of the value 
(excluding actual and documented cost of land) not 
exceeding Rs. 50 million per annum. 

 
ii. the cases where sales tax is otherwise paid as property 

developers or promoters. 
 

iii. Government civil works including Cantonment Boards. 
 

iv. construction of industrial zones, consular buildings and other 
organizations exempt from income tax. 

 
v. construction work under international tenders against foreign 

grants-in-aid. 
 

vi. Residential construction projects where the covered area 
does not exceed 10,000 square feet for houses and 20,000 
square feet for apartments 

 

16% 

6 Services provided by property developers and promoters (including 
allied services) excluding the actual purchase value or documented 
cost of land. 

Rs. 100 per square 
yard for land 
development, and 
Rs. 50 per square 
feet for building 
construction. 

7 Services provided by persons engaged in contractual execution of 
work, excluding: 

(i) annual total value of the contractual works or     supplies 
does not exceed Rs.50 million; 

(ii) the contract involving printing or supplies of books. 

16% 

Islamabad Capital Territory (Tax on 

Services) Ordinance, 2001 
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S. No Description Rate of Tax 

8 Services provided for personal care by beauty parlours, clinics and 
slimming clinics, body massage centres, pedicure centres; including 
cosmetic and plastic surgery by such parlours/clinics, but excluding: 

(i) annual turnover does not exceed Rs.3.6 million; or  

(ii) the facility of air-conditioning is not installed or available in the 
premises. 

16% 

9 Management consultancy services 16% 

10 Services provided by freight forwarding agents, and packers and 
movers. 

Sixteen percent or 
Rs. 400 per bill of 
lading, whichever 

is higher 

11 Services provided by software or IT-based system development 
consultants. 

16% 

12 Services provided by technical, scientific and engineering consultants 16% 

13 Services provided by other consultants including but not limited to 
human resource and personnel development services; market 
research services and credit rating services. 

16% 

14 Services provided by tour operators and travel agents including all 
their allied services or facilities (other than Hajj and Umrah) 

16% 

15 Manpower recruitment agents including labour and manpower 
supplies. 

16% 

16 Services provided by security agencies. 16% 

17 Services provided by advertising agents 16% 

18 Share transfer or depository agents including services provided 
through manual or electronic book-entry system used to record and 
maintain securities and to register the transfer of shares, securities 
and derivatives. 
 

16% 

19 Business support services. 16% 

20 Services provided by fashion designers, whether relating to textile, 
leather, jewellery or other product regimes, including allied services, 
marketing, packing, delivery and display, etc. 

16% 

21 Services provided by architects, town planners and interior 
decorators. 

16% 

22 Services provided in respect of rent-a-car. 16% 

23 Services provided by specialized workshops or undertakings (auto-
workshops; workshops for industrial machinery, construction and 
earth- moving machinery or other special purpose machinery etc; 
workshops for electric or electronic equipments or appliances etc. 
including computer hardware; car washing or similar service stations 
and other workshops). 

16% 

24 Services provided for specified purposes including fumigation 
services, maintenance and repair (including building and equipment 
maintenance and repair including after sale services) or cleaning 
services, janitorial services, dredging or de- silting services and other 

16% 
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S. No Description Rate of Tax 

similar services etc. 

25 Services provided by underwriters, indenters, commission agents 
including brokers (other than stock) and auctioneers 

16% 

26 Services provided by laboratories 
other than services relating to pathological 

or diagnostic tests for patients. 
16% 

27 Services provided by health clubs, gyms, 
physical fitness centres, indoor sports and 
games centres and body or sauna massage centres 

16% 

28 Services provided by laundries and dry cleaners 16% 

29 Services provided by cable TV operators. Technical analysis and 
testing services 

16% 

30 Services provided by TV or radio program producers or production 
houses. 

16% 

31 Transportation through pipeline and conduit services. 16% 

32 Fund and asset (including investment) management services. 16% 

33 Services provided by inland port operators (including airports and dry 
ports) and allied services provided at ports and services provided by 
terminal operators including services in respect of public bonded 
warehouses, excluding the amounts received by way of fee under any 
law or by-law. 

16% 

34 Technical inspection and certification services and quality control 
(standards certification) services. 

16% 

35 Erection, commissioning and installation services. 16% 

36 Event management services 16% 

37 Valuation services (including competency and eligibility testing 
services) 

16% 

38 Exhibition or convention services 16% 

39 Services provided in respect of mining of minerals, oil & gas including 
related surveys and allied activities. 

16% 

40 Services provided by property dealers and realtors. 16% 

41 Call centres 8.5% 

42 Services provided by car/automobile dealers 16% 
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1. Exemptions (Section 16) 
 
Section 16 provides powers to the Federal 
Government to exempt any goods and 
services from the whole or part of excise duty 
chargeable on such goods and services. 
 
The Bill now proposes to curtail the Federal 
Government’s general power for issuance of 
exemption. Now the Federal Government 
subject to approval of the Economic 
Coordination Committee may grant aforesaid 
exemption, whenever circumstances exist to 
take immediate action for the purposes of: 

 

 national security,  

 natural disaster,  

 national food security in the emergency 
situations,  

 protection of national economic interests 
in situations  arising  out  of  abnormal  
fluctuation  in  international commodity 
prices,  

 removal of anomalies in duties,  

 development of backward areas, and  

 implementation of bilateral and multilateral 
agreements 

 
Consequent to withdrawing power of Federal 
Government to grant exemption, the Bill also 
proposes to withdraw the powers of the 
Federal Board of Revenue to allow exemption 
under exceptional circumstances. 
 
The Bill also requires the Federal Government 
to place before the National Assembly, all 
exemption notifications issued in a financial 
year. Any exemption notification issued after 
July 1, 2015 is proposed to be rescinded on 
the expiry of financial year in which it was 
issued. 
 
Above proposed amendments in the section 
were made through Finance (Amendment) 
Ordinance, 2015 which are now proposed to 
be ratified through the Finance Act, 2015.   
 
 
 
 

2. Powers of Board or 

Commissioner to pass certain 

orders (Section 35) 
 
The Bill proposes to add in section the words 
“or otherwise” after the word suo moto.  
 
The proposed addition would enable the 
Federal Board of Revenue or the 
Commissioner to call for and examine the 
record of any proceedings for satisfying as to 
the legality in preparing of any order passed by 
a subordinate officer. Said right was earlier not 
available to the taxpayer in the aforesaid 
section 
 

3. Reward to Whistleblowers (Section 

42D) 
 
The Bill proposes to introduce new section to 
sanction reward to the “Whistleblowers" in 
cases involving concealment or evasion of 
duty, corruption or misconduct providing 
credible information leading to such detection. 
For implementing this reward scheme, the 
Board is empowered to prescribe the 
procedure in this regard. The proposed section 
also prescribes the following circumstances 
under which reward claimed by whistleblowers 
shall be rejected: 
 

 the information provided is of no 
value; 

 the Board already had the 
information; 

 the information was available in public 
records; or 

 no collection of duty is made from the 
information provided from which the Board 
can pay the reward 

 
The Whistleblower is defined to mean a 
person who reports concealment or evasion 
of duty leading to detection or collection of 
duty, corruption or misconduct, to the 
competent authority having  power  to  take  
action  against  the  person  or  a  federal  
excise authority committing fraud, corruption, 
misconduct, or involved in concealment or 
evasion of duty. 

Federal Excise Act, 2005 
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4. Monitoring or Tracking by 

Electronic or Other Means (Section 

45A) 

 
This section empowers the Board for 
monitoring or tracking of production, sales, 
clearances, stocks or any other related activity 
of any registered person through electronic or 
any other prescribed means. 
 
The Bill proposes to insert sub-section 3 
which, for the purpose of monitoring or 
tracking of sales and production, would made 
it mandatory for the registered person to 
acquire such tax stamps, banderoles, stickers, 
labels, barcodes etc., from a licensee 
appointed by the FBR for that purpose, against 
price approved by the FBR, which shall include 
the cost of equipment installed by such 
licensee in the premises of the said registered 
person. 
 
The above proposed addition is made to 
enhance the control over monitoring of 
production, sales, clearance, stocks or any 
other related activity of a registered person.  
 

5. Department Audit (Section 46) 
 
The following changes are proposed to be 
made in section 46 of the Act: 
 

 The FBR be empowered to appoint as 
many special audit panels as may be 
necessary, which would comprise of two 
or more members from the following: 

 
(a) an officer or officers of Inland 

Revenue; 
 
(b) a  firm  of  Chartered  Accountants  as  

defined  under  the Chartered 
Accountants Ordinance, 1961; 

 
(c) a firm of Cost and Management 

Accountants as defined under the  
Cost  and  Management  Accountants  
Act,  1966; or 

 
(c) any other person as directed by the 

Board to conduct an audit, including a 

forensic audit, of the income tax 
affairs of any person or classes of 
persons and the scope of such audit 
shall be as determined by the FBR or 
the Commissioner on case to case 
basis. 

 

 The head of special audit panel would be 
a Chairman who shall be an officer of 
Inland Revenue. However, every member 
of the special audit penal shall have the 
power of officer of Inland Revenue in 
terms of section 23 and 45 and sub 
section 1 to 3 of section 45.  

 

 If any one member of the special audit 
panel, other than the Chairman, is absent 
from conducting an audit, the proceedings 
of the audit may continue, and the audit 
conducted by the special audit panel shall 
not be invalid or be called in question 
merely on the ground of such absence. 

 

 The   FBR may   prescribe   the   mode   
and   manner   of constitution, procedure 
and working of the special audit panel. 

 
The above changes are proposed to be made 
for the appointment, constitution and working 
of special audit panel. 
 

6. Agreements for the exchange of 

information (Section 47A) 

 
The Bill seeks to propose a new section 
through which the Federal Government may 
enter into bilateral or multilateral agreements 
with provincial governments or with 
governments of foreign countries for the 
exchange of information, with respect to excise 
duty imposed under this Act or any other law 
of Pakistan, or under the corresponding laws 
of that country and make procedures for 
implementing such agreements.  
 
The Bill also proposes that the provisions of 
the section 107 of the Income Tax Ordinance, 
2001 shall, mutatis mutandis, apply to above 
proposed section. 
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7. Disclosure of Information to Public 

Servant (Section 47B) 
 

The Bill seeks to propose a new section 
through which restriction is imposed on the 
public servant to disclose any information 
acquired under the provision of Federal Excise 
Act, 2005 or in pursuance of bilateral or 
multilateral agreement or tax information 
exchange agreement. The authorities will 
however, can divulge information in the 

manner and under circumstances as given in 
section 216 of the Income Tax Ordinance, 
2001.  
 
 
 
 
 
 
 
 

 

First Schedule 
 

Table I (Excisable Goods) 
 
A. Rate of duty on certain goods has been enhanced as follows: 

 

S.No. Description of goods Existing duty Proposed duty 

4 Aerated Waters 
 

9 %  of retail price 12% of retail price 

5 Aerated Waters, containing added sugar or 
other sweetening matter or flavored. 
 

9 %  of retail price 12% of retail price 

6 Aerated waters if manufactured wholly 
from juices or pulp of vegetables, food 
grains or fruits and which do not contain 
any other ingredient, indigenous or 
imported, other than sugar, coloring 
materials, preservatives or additives in 
quantities prescribed under the West 
Pakistan Pure Food Rules, 1965.  

9 %  of retail price 12% of retail price 

 
B FED on some categories of cigarettes is restructured and modified. Revised structure of duty 

on cigarettes is as under: 
 

S.No. Description of goods Proposed duty 

9 Locally produced cigarettes if their on-pack 
printed retail price exceeds rupees three 
thousand three hundred and fifty per 
thousand cigarettes 
 

Rs.3,030 per 
thousand 
cigarettes 

10 Locally produced cigarettes if their on-pack 
printed retail price does not exceed rupees 
three thousand three hundred and fifty per 
thousand cigarettes 

Rs.1,320 per 
thousand 
cigarettes 

 
C Serial No. 56 – Filter rod for cigarettes 
 The new serial number is introduced in Table I of the First Schedule through which FED at the 

rate of Rupee 0.75 per filter rod is proposed to be imposed. 
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Table II (Excisable Services) 
 
Serial No. 3 – Facilities of Air travel 
 
Federal Excise Duty on travel by air of passengers within the traditional jurisdiction of Pakistan on 
socio-economic routes is proposed to be omitted and inserted in Table II of Third Schedule (conditional 
exemption) of the Act. 
 
Third Schedule (Conditional exemptions) 
Table I (Goods) 
 
The Bill proposes to exempt the following goods from Federal Excise Duty by incorporating in Table I 
of Third Schedule to the Act.  
 
.   

S.No Description of goods 
Heading/ Sub-

heading number 

18 White Cement 25.23 

19 Motor Cars and other motor vehicles principally designed for the 
transport of persons including station wagons and racing car of 
cylinder capacity exceeding 850CC. 

87.03 

 
Table II (Services) 
 
The Bill proposes to exempt the following services from Federal Excise Duty by incorporating in Table 
II of Third Schedule to the Act. 
 
  

S.No Description of goods 
Heading/ Sub-

heading number 

9 Services  provided  or  rendered  in respect of travel by air of 
passenger on “socio-economic routes”, which means the shortest 
part of journeys starting from or ending at an airport located in 
Makran coastal region, FATA, Azad Jammu and Kashmir, Gilgit, 
Baltistan or Chitral 
 

98.03 

10 Services  provided  or  rendered  in respect of travel by air of 
passengers on international journeys from Pakistan to: 
 

(a) Hajj passengers;  
(b) Diplomats; and 
(c) Supernumerary crew 
 

9803.1000 

11 Advertisements in newspapers and Periodicals 
 

9802.4000 

12 Services provided or rendered by banking companies and non- 
banking financial companies in respect of Hajj and Umrah, cheque 
book, insurance, Musharika and Modaraba financing and utility bill 
collection. (Said exemption was earlier available under sub-Rule 2 
of Rule 40A of Federal Excise Rules, 2005) 

98.13 
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1. Federal Government’s power 

to exempt from Customs Duty  
(Section 19 & 20) 

 
Section 19 provides sweeping powers to the 
Federal Government to exempt any goods 
imported into Pakistan or exported from 
Pakistan, from the whole or part of Customs 
Duty chargeable on such goods including any 
fine, penalties, etc. 

 
The Bill now proposes to curtail the Federal 
Government’s general power for issuance of 
exemption. Now the Federal Government 
subject to approval of the Economic 
Coordination Committee may grant aforesaid 
exemption, whenever circumstances exist to 
take immediate action for the purposes of: 

 

 national security,  

 natural disaster,  

 national food security in the emergency 
situations,  

 protection of national economic interests 
in situations  arising  out  of  abnormal  
fluctuation  in  international commodity 
prices,  

 removal of anomalies in duties,  

 development of backward areas, and  

 implementation of bilateral and multilateral 
agreements 
 

The Bill also requires the Federal Government 
to place before the National Assembly, all 
exemption notifications issued in a financial 
year. Any exemption notification after 
promulgation issued before passage of the 
Finance Act, 2015 is proposed to be rescinded 
on the expiry of financial year in which it was 
issued. 

 
Above proposed amendments in the section 
were made through the Finance (Amendment) 
Ordinance, 2015 which are now proposed to 
be ratified through the Finance Act, 2015.   

 
The Bill also proposes to revoke FBR’ powers 
to grant exemption from Customs Duty under 
exceptional circumstances. 
 

2. Untrue statement, error, etc. 
(Section 32) 

 
Where any duty, tax or charge has been short 
levied or erroneously refunded due to any 
inadvertence, the Customs authorities may 
recover such amount through serving a show 
cause notice. However, where such 
recoverable amount is less than Rs. 100, the 
Customs Authorities are not empowered to 
initiate recovery proceeding. 

 
The Bill proposes to enhance the lower limit of 
not making contravention case from Rs. 100 to 
Rs. 20,000.  

 
The existing lower limit of contravention case 
is quite unreasonable and due to such lower 
limit all inadvertent mistakes in levy of duties 
and issuance of exemption are likely to be 
penalized by Customs Authorities. The 
proposed enhancement of lower limit would 
abstain the Customs Authorities from taking 
action on recovery of immaterial amounts. 
 

3. Declaration and assessment for 

home consumption or 

warehousing  (Section 79) 

 
Section 79 requires owner of imported goods 
relating to home consumption or warehousing 
or for any other approved purposes, to – 

 

 file a declaration of goods; and 

 assess and pay his liability of duty, taxes 
and other charges. 
 

The Bill proposes to require the person 
importing goods for transshipment, to also file 
a declaration under section 79. In case of 
transshipment, the duties and other charges 
would be assessed and paid at the port of 
destination. 
 

 

 

Customs Act, 1969 
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4. Transshipment of goods 

without payment of duty  
 (Section 121) 

Where goods were imported for transshipment 
at any customs-station which were manifested 
at the time of import for transshipment, the 
appropriate Customs officer was authorized 
under section 121 of the Customs Act to grant 
leave to transship the goods without – 

 

 payment of duty chargeable on such 
goods, or 

 

 any security or bond for the due arrival 
and entry of the goods at destination. 
 

Presently, automatic authorization of 
transshipment without payment of duty, by 
Customs Computerized System is not legally 
covered. The Bill proposes to provide legal 
cover for any such automatic authorization 
subject to risk selectivity criteria by the 
Customs Computerized System, thus easing 
the procedure of obtaining approval for the 
person importing goods for transshipment. 
 

5. Entry, etc., of transshipped 

goods (Section 123) 
 

Where goods were transshipped without 
payment of duty under section 121(1) of the 
Customs Act, from the customs-station where 
the Customs Computerized System is 
operational and the goods are determined to 
be high risk management system, shall be 
dealt with under rules on the subject. 

 
The Bill proposes to add a proviso in section 
123(2) of the Customs Act which, for the 
purpose of transshipment of LCL goods, treats  
the customs-station where the goods are de-
consolidated as customs-station of first entry. 

 
The proposed amendment gives legal cover to 
the transshipment of goods to upcountry 
stations from Off-Dock terminals. 

 
 

7. Punishment for offences (Section 

156) 

 
In addition to existing penalties, the Bill 
proposes to introduce following further 
penalties in the Customs Act: 

 
i. If any person contravenes the 

requirement of placement of invoice and 
packing list inside the import 
consignment, such person shall be liable 
to fine upto Rs. 50,000. This penalty is 
introduced to implement the requirement 
of placement of invoice and packing list 
inside the import consignment. 

 
ii. Serial no. 64 of section 156 of the 

Customs Act currently provides for 
penalty for contravention of conditions 
relatable to sections 128 or 129 of the 
Customs Act. The Bill proposes to 
impose penalty under serial no. 64 of 
section 156 of the Customs Act for 
making untrue declaration relating to 
transit of goods. The said penalty is 
proposed for covering offences of 
misdeclaration, illegal removal and 
concealment in case of transit of goods. 

 

First Schedule 
 
Following are the major changes proposed to 
be made by the Bill on Customs Duty leviable 
on goods imported: 
 

1. Maximum general tariff rate of 25% is 
proposed to be reduced to 20%; 

2. Minimum tariff rate of 1% is proposed 
to be substituted with 2% Customs 
Duty. 

 

Insertion 
 
Following are the PCT codes, which are 
proposed to be inserted by the Bill: 
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Description PCT Code 
Proposed 

rate 

Other articles of vulcanized rubber other than 
hard rubber 

Bush Rubber for Rear 
Shocks for vehicle of 
heading 87.11 

4016.9950 35 

Screws, bolts, nuts, coach screws, screw hooks, 
rivets, cotters, cotter-pins, washers (including 
spring washers) and similar articles, of iron or 
steel 

Washer kick starter 
knuckle for vehicle of 
heading 87.11 

7318.2220 35 

Springs and leaves for spring, of iron or steel 

— Leave springs and 
leaves therefor 
following components 
for vehicle of heading 
87.11:- (A)    For front 
shocks: (1)    Spring 
front fork (2)    Spring 
rebound front fork (3)    
Ring oil seal stopper 
(4)    Pipe comp front 
fork (B)    For rear 
shocks: (1)    Spring 
rear cushion (2)    Seat 
spring rear cushion (3)    
Spring rebound rear 
cushion (C ) For 
engine: (1)    Spring 
kick starter double coil 
(2)    Spring kick starter 
ratchet (3)    Spring 
shift drum stopper (4)    
Spring clutch (5)    
Spring clutch damper 
(D) Other: (1)    Spring 
oil through (2)    Spring 
side cover lock (3)    
Seat valve spring outer 

7320.1030 35 

Base metal mountings, fittings and similar 
articles suitable for furniture, doors, staircases, 
windows, blinds, coachwork, saddlery, trunks, 
chests, caskets or the like; base metal hat-racks, 
hat-pegs, brackets and similar fixtures; castors 
with mountings of base metal; automatic door 
closers of base metal 
 
Other mountings, fittings and similar articles suitable 
for motor vehicles: 

Description PCT Code 
Proposed 

rate 

— Window opening 
mechanism, rack and 
pinion type for vehicles 
of sub-heading 
8704.2219 

8302.3020 35 

Transmission shafts (including cam shafts and 
crank shafts) and cranks; gears and gearing; 
ball or roller screws; gear boxes and other 
speed changers, including torque converters; 
flywheels and pulleys, including pulley blocks; 
clutches and shaft couplings (including 
universal joints). 
 
For vehicles of Chapter 87 (Vehicles other than 
railway or tramway rolling-stock, and parts and 
accessories thereof) 

Gear Shift Assembly 
Complete, Shaft 
Assembly Kick Starter 
for motorcycles 
(including mopeds) and 
cycles fitted with an 
auxiliary motor, with or 
without side cars. 

8483.1013 35 

Parts and accessories of the motor vehicles of 
headings 87.01 to 87.05 

----(A) Following 
components for motor 
cars of sub-heading 
8703.2119 and 
8703.3112: (1)    Sash 
front door rear R/L 
(excl. door windows) 
(2)    Sash rear door 
center (excl. door 
windows) (B) Following 
components for motor 
cars of heading 87.03: 
(1)    Knuckle steering 
(2)    Water pump (3)    
Fuel filter (4)    Seat 
recliner (5)    Air 
cleaner assembly (6)    
Power steering 
(Manual) (7)    Engines 
(8)    Transmissions 
(Manual) 
 
 
 
 
 
 
 

8708.2932 35 
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Description PCT Code 
Proposed 

rate 

Parts and accessories of vehicles of headings 
Nos 87.11 to 87.13 

— Following 
components for 
vehicles of heading 
87.11:- (A)    For front 
shocks: (1)    Pipe seat 
(2)    Seat bottom (3)    
Pipe /inner tube (4)    
Case bottom/outer tube 
(B)    For rear shocks: 
(1)    Case damper/ 
pump/ rebound (2)    
Stopper valve (C ) For 
Engine: (1)    Cam for 
brakes (2)    Lever cam 
brake front & rear 

8714.1040 35 

 

Changes: 
 

Following other changes in tariff rates: 
 

Description PCT Code 
Current 

rate 
Propos
ed rate 

Coal; briquettes, ovoids and similar solid fuels 
manufactured from coal 

- - 
Bituminous 
coal 

2701.1200 1 5 

- - Other coal 2701.1900 1 5 

Fuel Oils:       

----Furnace-
oil 

2710.1941 1 5 

Carbon (carbon blacks and other forms of 
carbon not elsewhere specified or included 

— Carbon 
black (rubber 
grade) 

2803.0010 25 15 

— Carbon 
black (other 
than rubber 
grade) 

2803.0020 25 15 

— Other 2803.0090 25 20 

Description PCT Code 
Current 

rate 
Propos
ed rate 

Other colouring matter; preparations as specified 
in Note 3 to Chapter 32, other than those of 
heading 32.03, 32.04 or 32.05; inorganic products 
of a kind used as luminopheres, whether or not 
chemically defined. 

— Master 
batches 
(coloured) 

3206.4910 15 20 

— Other 3206.4990 10 15 

Organic surface active agents (other than soap); 
surface active preparations, washing 
preparations (including auxiliary washing 
preparations) and cleaning preparations, whether 
or not containing soap, other than those of 
heading 34.01. 

- - Non-ionic 3402.1300 20 15 

Polymers of styrene, in primary form 

Other 3903.1990 5 10 

Other 3903.9000 5 10 

New pneumatic tyres, of rubber. 

- Of a kind 
used on 
motor cars 
(including 
station 
wagons and 
racing cars) 

4011.1000 25 15 

— Of a kind 
used in light 
trucks 

4011.2010 20 15 

Aluminium wire 

- - Other 7605.2900 20 15 

Aluminium plates, sheets and strip, of a 
thickness exceeding 0.2 mm 

— Other 7606.9290 20 15 

Ball or roller bearings 

Ball bearings 8482.1000 5 10 

Telephone sets, including telephones for cellular 
networks or for other wireless networks; other 
apparatus for the transmission or reception of 
voice, images or other data, including apparatus 
for communication in a wired or wireless network 
(such as local or wide area network) other than 
transmission or reception apparatus of heading 
84.43, 85.25, 85.27 or 85.28 

Base stations 8517.6100 20 10 
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Description PCT Code 
Current 

rate 
Propos
ed rate 

Other 8517.6290 20 15 

Other 8517.6990 5 10 

Parts suitable for use solely or principally with 
the apparatus of headings 85.25 to 85.28 

— Other 8529.1090 20 15 

Parts and accessories of vehicles of headings 
Nos. 87.11 to 87.13 

- - Frames 
and forks, 
and parts 
thereof 

8714.9100 25 20 

 

Fifth Schedule 
 
Fifth Schedule of the Customs Act, 1969 
provides the list of imported goods which are 
subject to the concessionary rates specified 
under said Schedule. 
 
The Finance Bill 2015 proposes to substitute 
the entire schedule; the key changes are 
enlisted below: 
 

Part-I – Import of Plant, 

Machinery, equipment and 

apparatus including Capital Goods 

for various industries and sectors   
 
New Items 
 
Customs Duty on following Agricultural 
Machinery is proposed to be levied at the rate 
of 2%. 
 
S. 
No 

Description 
Tariff 

Heading 

1. Agricultural Machinery 

 A) Tillage and seed bed preparation 
equipment. 

 1) Rotavator. 8432.8010 

 2) Cultivator. 8432.2910 

 3) Ridger. 8432.8090 

 4) Sub soiler. 8432.3090 

 5) Rotary slasher. 8432.8090 

S. 
No 

Description 
Tariff 

Heading 

 6) Chisel plough 8432.1010 

 7) Ditcher. 8432.1090 

 8) Border disc. 8432.2990 

 9) Disc harrow. 8432.2100 

 10) Bar harrow. 8432.2990 

 11) Mould board plow. 8432.1090 

 12) Tractor rear or front 
blade. 

8430.6900 

 13) Land leveler or land 
planer. 

8430.6990 

 14) Rotary tiller. 8432.8090 

 15) Disc plow. 8432.1090 

 16) Soil scrapper. 8432.8090 

 17) K.R. Karundi. 8432.8090 

 18) Tractor mounted trencher 8701.9020 

 19) Land leveler. 8430.6900 

 20) Laser land leveler. 8432.8090 

 B) Seeding or Planting Equipment. 

 1) Seed-cum-fertilizer drill 
(wheat, rice barley, etc). 

8432.3010 

 2) Cotton or maize planter 
with fertilizer attachment 

8432.3090 

 3) Potato planter. 8432.3090 

 4) Fertilizer or manure 
spreader or broadcaster. 

8432.4000 

 5) Rice transplanter. 8432.3090 

 6) Canola or sunflower drill. 8432.3010 

 7) Sugar cane planter 8432.3090 

 C) Irrigation, Drainage and Agro-
Chemical Application Equipment 

 4) Tubewells filters or 
strainers. 

8421.2100 

 5) Knapsack sprayers. 8424.2010 

 6) Granular applicator. 8424.2010 

 7) Boom or field sprayers. 8424.2010 

 8) Self-propelled sprayers. 8424.2010 

 9) Orchard sprayers. 8424.2010 

 (D) Harvesting, Threshing and Storage 
Equipment. 

 1) Wheat thresher 8433.5200 

 2) Maize or groundnut 
thresher or Sheller. 

8433.5200 

 3) Groundnut digger. 8433.5900 

 4) Potato digger or harvester. 8433.5300 

 5) Sunflower thrasher. 8433.5200 
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S. 
No 

Description 
Tariff 

Heading 

 6) Post hole digger. 8433.5900 

 7) Straw balers. 8433.4000 

 9) Wheat or rice reaper. 8433.5900 

 10) Chaff or fodder cutter. 8433.5900 

 11) Cotton picker. 8433.5900 

 12) Onion or garlic harvester. 8433.5200 

 13) Sugar harvester. 8433.5200 

 14) Reaping machines. 8433.5900 

 15) Combined harvesters 
(new) 

8433.5100 

 (G) Post-harvest Handling and 

S. 
No 

Description 
Tariff 

Heading 

Processing and Miscellaneous 
Machinery. 

 1) Vegetable and fruits 
cleaning and sorting or 
grading equipment. 

8437.1000 

 2) Fodder and feed cube 
maker equipment. 

8433.4000 

 3) Milking machines. 8434.1000 

 4) Pre-fabricated CO2 
Controlled Stores. 

9406.0090 

 
Finance Bill proposes to add following items 
related to construction which are subject to 
Customs Duty of 20%: 
 
28. Following specialized vehicles imported by 

the Construction Companies:- 

 1 .Dumpers designed for off 
highway use. 

8704.1090 

 2. Super swinger truck 
conveyors. 

8705.9000 

 3. Mobile canal lining 
equipment. 

8705.9000 

 4. Transit mixers. 8705.4000 

 5. Concrete placing trucks. 8705.9000 

 6. Crane lorries. 8705.1000 

 
Changes in the rates of goods 
 

Finance Bill 2015 proposes to change the 
rates of Customs Duty on following items 
mentioned in Table of Part I: 
 

S. 
No 

Description 
Tariff 

Heading 
Old 
Rate 

New 
Rate 

1. Agricultural Machinery 

 (D) Harvesting, Threshing and Storage 
Equipment. 

 8) Fodder 
rake. 

8201.3000 5% 2% 

 16) Pruner / 
sheers 

8433.5900 5% 2% 

17. Machinery, equipment and 
other capital goods meant 
for initial installation, 
balancing, modernization, 
replacement or expansion of 
oil refining (mineral oil, 
hydro-cracking and other 
value added petroleum 
products), petrochemical 
and petrochemical 
downstream products 

5% 10% 

S. 
No 

Description 
Tariff 

Heading 
Old 
Rate 

New 
Rate 

including fibers and heavy 
chemical industry, cryogenic 
facility for ethylene storage 
and handling. 

18. Machinery and equipment 
imported by an industrial 
concern. 

10% 15% 

Omitted 
 
The Finance Bill 2015 proposes to omit serial 
no. 4, 14 and 21 of the table of Part I of the 
schedule. 
 
Serial no. 4 provides Customs Duty at the rate 
of 15% for items related to call centers, 
business processing outsourcing facilities. 
 
Serial no. 14 provides Customs Duty at the 
rate of 10% for complete plants for relocated 
industries. 
 
Serial no. 21 provides Customs Duty at the 
rate of 10% for proprietary formwork systems 
and related items / components. 
 

Part III – Import of Raw material, 

import for poultry and textile 

sectors and other goods 
 
Changes in the rates of goods 
 
Finance Bill 2015 proposes to change the rate 
of Customs Duty on following items mentioned 
in Table of Part III: 
 

S. No Description 
Tariff 

Heading 
Old 
Rate 

New 
Rate 
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S. No Description 
Tariff 

Heading 
Old 
Rate 

New 
Rate 

1 Fresh and Dry Fruits 
from Afghanistan 

08.00 5% 10% 

7 Growth promoter 
premix 

2309.9020 5% 10% 

8 Vitamin premix 2309.9020 5% 10% 

9 Choline Chloride 2309.9020 5% 10% 

10 Mineral premix 2309.9020 5% 10% 

11 Cattle Feed Premix 2309.9020 5% 10% 

12 Vitamin B12 (feed 
grade) 

2309.9090 5% 10% 

13 Vitamin H2 (feed 
grade) 

2309.9090 5% 10% 

14 Fish Feed 2309.9090 5% 10% 

15 Poultry feed 
preparation 
(coccidiostats) 

2309.9090 5% 10% 

16 Calf Milk 
Replacer(CMR)(color 
dyed) 

2309.9090 5% 10% 

20 Furazolidone (feed 
grade) 

2934.9910 5% 10% 

26 Pet Resin Bottle 
Grade 

3907.6020 8.5
% 

7.5% 

48 Defence stores, 
excluding those of 
the National Logistic 
Cell 

93.00 & 
Respective 
headings 

10
% 

15% 

 
Omitted 
 
Finance Bill proposed following items to be 
omitted from the Table of Part III of Schedule. 
 

S. 
No 

Description 
Tariff 
Heading 

Customs 
Duty 

7 Soyabean meal 2304.0000 5% 

18 High Speed Diesel 2710.1931 7.50% 

22 Concenstrated 
Coccidiostats 

2933.3990 5% 

24 Poultry vaccines 3002.3000 5% 

25 Anticoccidal 
namely 
Amprolium, 
Diaverdine, 
Decoquinate, 
Furaltadone, 
Menadione, 
Sodaluminium , 
Pyrimethamine, 
Toltrazuril 

3004.3900 5% 

S. 
No 

Description 
Tariff 
Heading 

Customs 
Duty 

26 Sulphadimerzine 
(mixture form with 
any other 
anticoccidial) 

3004.3900 5% 

27 Sulphaqunoxaline 
(mixture form with 
any other 
anticoccidial) 

3004.3900 5% 

33 Pet Resin Yarn 
Grade 

3907.6010 4% 

34 Pet Resin Film 
Grade 

3907.6020 8.5% 

38 Containing 85% or 
more by weight of 
wool or of fine 
animal hair 

5109.1000 9% 

39 Other yarn of wool 
or fine animal hair 

5109.9000 9% 

40 Sewing thread of 
synthetic 
filaments, whether 
or not put up for 
retail sale, High 
tenacity yarn of 
nylon or other 
polyamides 

5401.1000 9% 

41 Of aramids 5402.1100 9% 

42 Other 5402.1900 9% 

43 Textured yarn of 
nylon or other 
polyamides, 

5402.3100 9% 

44 Textured yarn of 
nylon or other 
polyamides, 
measuring per 
single yarn more 
than 50 tex 

5402.3200 9% 

45 Textured yarn of 
polypropylene 

5402.3400 9% 

46 Other of textured 
yarn, Other yarn, 
single, untwisted 
or with a twist not 
exceeding 50 
turns per meter. 

5402.3900 9% 

48 Yarn of 
polypropylene 

5402.4800 9% 

49 Other Yarn, single, 
with a twist 
exceeding 50 
turns per meter: 

5402.4900 9% 

50 Other Yarn, 
multiple (folded) or 
cabled: 

5402.5900 9% 
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S. 
No 

Description 
Tariff 
Heading 

Customs 
Duty 

51 Of nylon or other 
polyamides 

5402.6100 9% 

52 Other Yarn 5402.6900 9% 

53 High tenacity yarn 
of viscose rayon 

5403.1000 9% 

55 Of cellulose 
acetate 

5403.3300 9% 

56 Other 5403.3990 9% 

57 Of cellulose 
acetate 

5403.4200 9% 

58 Other 5403.4900 9% 

59 Elastomeric 5404.1100 9% 

60 Of polypropylene 5404.1200 9% 

61 Other yarn 5404.1900 9% 

62 Strip and like 5404.9000 9% 

63 Artificial 
monofilament of 
67 decitex or more 
and of which no 
cross-sectional 
dimension 
exceeds 1mm; 
strip and the like 
(for example, 
artificial straw) of 
artificial textile 
materials of an 
apparent width not 

5405.0000 9% 

64 Synthetic filament 
yarn 

5406.0000 9% 

65 Artificial filament 
yarn 

5406.0000 9% 

81 Single yarn 5509.1100 9% 

82 Multiple (folded) or 
cabled yarn 

5509.1200 9% 

83 Single yarn 5509.3100 9% 

84 Multiple (folded) or 
cabled yarn 

5509.3200 9% 

85 Single yarn 5509.4100 9% 

86 Multiple (folded) or 
cabled yarn 

5509.4200 9% 

87 Mixed mainly or 
solely with wool or 
fine animal hair 

5509.6100 9% 

88 Mixed mainly or 
solely with cotton 

5509.6200 9% 

89 Other yarn of 
acrylic or 
modacrylic staple 
fibers 

5509.6900 9% 

S. 
No 

Description 
Tariff 
Heading 

Customs 
Duty 

90 Mixed mainly or 
solely with wool or 
fine animal hair 

5509.9100 9% 

91 Mixed mainly or 
solely with cotton 

5509.9200 9% 

92 Other yarn 5509.9900 9% 

93 Single yarn 5510.1100 9% 

94 Multiple (folded) or 
cabled yarn 

5510.1200 9% 

95 Other yarn, mixed 
mainly or solely 
with wool or fine 

5510.2000 9% 

96 Other yarn, mixed 
mainly or solely 
with cotton 

5510.3000 9% 

97 Other yarn 5510.9000 9% 

98 Of artificial staple 
fibers 

5511.3000 9% 
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Part IV – miscellaneous   
 
Omitted 
 
Finance Bill proposed following items to be 
omitted from the Table of Part IV of Schedule. 
 
 

S. 
No 

Description 
Tariff 

Heading 
Customs 

Duty 

26 Petroleum oils and 
oils obtained from 
bituminous 
minerals, crude 

2709.0000 0% 

27 Motor spirit 2710.1210 0% 

35 Furnace oil 2710.1941 0% 

 

 

 

Part V – Import of Aviation 

Related Goods i.e. Aircraft and 

Parts etc by Airline Company 

Industry 
 
 

New Items 
 

Finance Bill proposes to levy the import of 
aviation related goods including aircrafts and 
related items at the rate of zero percent 
through introducing Part V is the Schedule. 
List of these items are as follow: 
 
  

S. 
No 

Description 
Tariff 
Heading 

1 Aircraft 8802.2000 
8802.3000 
8802.4000 

2 Spare parts Respective 
headings 

3 Maintenance Kits Respective 
headings 

4 Machinery, equipment & tools Respective 
headings 

5 Machinery, equipment, 
operational tools, furniture & 
fixture 

Respective 
headings 

6 Aviation simulators Respective 
headings 
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