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ECONOMIC HIGHLIGHTS 

 Growth and Investment 
 
 Pakistan’s economy continued to face challenges like energy shortages, floods and rains, poor law 

and order situation, and a host of other structural impediments that have held back investment and 
growth in the country. 

 The economy of Pakistan during the last five years grew on average at the rate of 2.9 percent per 
annum. 
 

 Deterioration in the power sector is the main constraint on growth. Power outages have shaved off 
annual GDP growth 2 percent. GDP growth has been stuck at a level, which is half of the level of 
Pakistan’s long-term trend potential of about 6.5 percent per annum. 
 

 The per capita income in Rupee term has increased from Rs 118,085/- to Rs131,543/- in outgoing 
fiscal year as compared to last year. In dollar terms it increased from $ 1,323 to $ 1,368 in 2012-13 as 
compared to last year. Per Capita Income in dollar terms grew at a rate of 3.4 percent in 2012-13 as 
compared to 3.8 percent growth last year. 
 

  Total investment has declined from 18.79 percent of GDP in 2006-07 to 14.22 percent of GDP in 
2012-13. 
 

 Foreign Direct Investment in Pakistan stood at $ 853.5 million during July-April 2012-13 as against $ 
658.2 million last year, posting an increase of 29.7 percent. 
 

 Workers’ Remittances increased to $ 11,569.82 million in July-April of 2012-13, as against $ 
10,876.99 million in the comparable period of last year, posted a positive growth of 6.37 percent. The 
remittances from Saudi Arabia recorded growth of 12.84 percent and from UK it is 27.49 percent 
during the period. 
 

Agriculture 
 

 The agriculture growth this year stood at 3.3 percent as compared to 3.5 percent during the last year. 
 

Manufacturing and Mining 
 

 During the first nine month of the current fiscal year 2012-13, Large Scale Manufacturing (LSM) 
posted a growth of 4.26 percent as compared to growth of 1.49 percent during the same period last 
year. 
 

Fiscal Development 
 

 The efforts to achieve fiscal sustainability were challenged during the past five years due to power 
crisis, unprecedented floods, low tax to GDP ratio, high interest payments, untargeted subsidies and 
resource drain through PSEs. 
 

 Despite all these challenges, Fiscal deficit was successfully brought down from 7.3 percent in 2007-
08 to 6.8 percent in 2011-12. During July-March, 2012-13 fiscal deficit stood at 4.6 percent against 
6.4 percent of GDP. 
 

 FBR tax collection for the fiscal year 2012-13 was targeted at Rs. 2,381 billion which was 26.4 
percent higher over the actual collection of Rs.1883.0 billion during 2011-12. 
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 During the first ten months of 2012-13, FBR tax collection stood at Rs. 1,505.2 billion posting a weak 
growth of 5.5 percent due to energy/gas shortages, security issues, failure to implement tax reforms 
and decline in imports. 
 

 During July-April, 2012-13, among the four federal taxes, the highest growth 14.9 percent has been 
witnessed in custom duty, followed by sales tax (5.4 percent) and direct tax (4.7 percent). The growth 
in sales tax was significantly affected due to the transfer of services to provinces. 
 

 For July-April, 2012-13 direct taxes have been a major source of FBR tax revenue collection, 
contributing 36.8 percent of total receipts. Net collection was estimated at Rs. 553.7 billion. 
 

 Indirect taxes grew by 6.1 percent during July-April, 2012-13 and accounted for 63.2 percent of the 
total FBR collection. Net collection was estimated at Rs.951.6 billion. 
 

Capital Markets 
 

 Pakistan equity market, the KSE was one of the best performing stock markets in 2012: the 
benchmark KSE-100 Index gained 49.3% and nearly touched the 17,000 points level by the close of 
the year. In dollar terms, it offered an impressive 37% returns, despite the devaluation of the rupee 
with respect to the dollar. 
 

 Since 1st July 2012, the KSE 100 index increased by 6,766 points from 13,801.4 to 20,567.4 level (49 
percent gain) till mid- May, 2013. This reflects the restoration of the confidence of the investors 
especially of foreign investors. 
 

 During July - March FY13 foreign investors were the net buyer showing a net inflow of US $227.67 
million as per National Clearing and Settlement of Pakistan (NCCPL). 
 

 The robust performance of Pakistani stock markets during 2012-13 was due to certain encouraging 
measures like considerable reduction in discount rate by 250 bps by the State Bank of Pakistan, 
implementation of the Capital Gain Tax Ordinance, improved political environment leading to the 
outcome of the general elections and improvement in inward remittances by overseas Pakistanis. 
 

 The stock exchanges in Pakistan were successfully corporatized and demutualized on August 27, 
2012 consequent to promulgation of the Stock Exchanges (Corporatization, Demutualization and 
Integration) Act, 2012. The Act was approved in a joint session of the Parliament and subsequently 
promulgated after presidential consent on May 7, 2012. 
 

 Demutualization of Stock Exchanges has brought the Pakistani stock exchanges at par with their 
global counterparts. While bringing enhanced governance and transparency at the stock exchanges, 
demutualization will also project a positive image of the Pakistani stock market on the international 
platform and will facilitate the exchanges in attracting global strategic investors of good stature and 
increase the depth of primary and secondary market. 
 

Inflation 
 

 CPI inflation year on year (Y-o-Y) basis is at 5.8 percent in April 2013, WPI 6.8 percent and SPI 6.6 
percent as compared to 11.3 percent, 3.8 percent and 7.5 percent respectively in the same period of 
last year. The core inflation measure by non-food non-energy stood at 8.7 percent in April 2013 
against 10.9 percent in the same month of last year. 
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Trade and Payments 

 
 Exports during the first ten months (July-April) of the current fiscal year reached to US$ 20,147 million 

rising from US$ 19,329 million in the same period last year thereby witnessing a growth of 4.2 
percent. 
 

 Imports during the first ten months (July-April), however witnessed a negative growth of 1.02 percent 
compared with the same period of last year and remained at $36.665 billion against $37.042 billion 
same period last year. 
 

 Trade account balance recorded a marginal improvement during Jul-April FY13. Trade account deficit 
contracted by 2.5 percent in Jul-April FY13 as imports (fob) declined 0.9 percent during Jul-April, 
FY13 compared to same period last year whereas export (fob) remained almost the same compared 
to last year. 
 

 Worker’s Remittances grew by 6.4 percent and reached to $11,569.7 million during July-April, 2012-
13 as against $10,877.0 million in the comparable period of last year. 
 

Population, Labour force and Employment 
 

 Total population is estimated at 184.35 million during the year 2012-13 however, in 2011-12 the 
population was180.71 million. 
 

  Population Growth Rate has shown improvement and it decreased from 2.03 percent (2011-12) to 
2.0 percent in 2012-13. 
 

Pakistan’s Energy Sector 
 

 Energy outages hampered economic growth of Pakistan. Further since early 2000s, the energy sector 
(especially its sub sector electricity) received greater attention because of the faster rate of growth in 
its demand. 
 

 Circular debt, weak financial position of energy companies, falling gas production, high dependence 
on oil/gas (over 80%), low exploitation of indigenous coal and hydel resources and unutilized power 
generation capacity are some of the significant constraints leading to severe energy shortages. 
 

 In Pakistan oil and gas are two key components of energy mix contributing almost 65 percent (oil 
15% and gas 50%) share to the 64.7 million TOEs of energy supplies during 2012 while share of coal 
and nuclear is almost 7 percent and 2 percent, respectively 
 

 During calendar year 2012, net primary energy supply remained 64, 727 thousand TOEs posting a 
moderate growth of 0.32 percent compared to last year. 
 

 The final energy use during current year remained 40, 026 thousand TOEs showing a growth of 3.0 
percent compared to last year. 
 

 The access to drinking water to urban and rural population of Pakistan is 92 percent and 88 percent 
respectively, with an average of 89 percent in 2011-12 as compared to 94 percent and 84 percent in 
urban and rural population with an average of 87 percent in 2010-11. 
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SIGNIFICANT AMENDMENTS 

Income Tax 

 Facility for carry forward of unadjusted minimum tax is proposed to be extended to Individuals and 
AOPs which was earlier restricted to the corporate sector.    
 

 Corporate Income Tax Holiday for a period of 5 years available to projects in Special Economic 
Zones is proposed to be extended to 10 years.  

 
 Facility of exemption certificate on import of raw material by the manufacturing sector is being 

reintroduced subject to the payment of tax liability determined for any of the preceding two years.   
 

 The rate of tax for non-banking companies is being reduced from 35% to 34%.  
 

 Tax on dividend received by banks from Money Market Funds and Income Funds to be taxed @ 25% 
for Tax Year 2014 onwards.  

 
 The existing three slabs for property income to be increased to six which will bring progressivity in the 

rate of tax  
 

 Adjustable withholding tax is proposed to be introduced which shall be collected by the 
Hotels/Clubs/Marriage Halls/Restaurants etc. from persons arranging functions.    
 

 Minimum Tax @ 0.5% of turnover is payable by companies, certain individuals and AOPs in case of 
declared losses or if the tax payable on the declared income is less than the Minimum Tax. The rate 
reduced from 1% to 0.5% through Finance Act 2012 to be restored to 1%.  
 

 The rate of Withholding Tax on cash withdrawals from banks has been restored to 0.3%.   
 

 Business income/profits of the builders and developers, payment of minimum tax at a rate of Rs.25 
per sq. ft. of the constructed area sold and Rs. 50 per square yard of the area sold of the developed 
land respectively is being introduced.  
 

 Withholding tax @ 0.5 % by the distributors, manufacturers or commercial importers from the retailers 
is proposed.  
 

 Separate rates of withholding tax are proposed to be introduced for corporate and non-corporate 
sectors  

 
 An adjustable withholding tax on foreign-produced films, TV serials and plays etc. to be collected by 

the authority responsible for their censoring / certification at the rate of Rs. 1 Million for films and Rs. 
100,000 per episode for TV plays.    

 
 The rate of collection of adjustable advance Tax at the time of sale of any property or goods by 

auction it is proposed to be enhanced from 5% to 10% to encourage filing of returns for claiming 
adjustment.  
 

 An adjustable advance tax @ 5% of fee of all educational institutions where annual fee is above Rs. 
200,000 to be collected by educational institutions at the time of receipt of fee from the person paying 
the fee.    
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 Rate of deduction of withholding tax, which is final tax on payment of prize on prize bond to be 
enhanced from 10% to 15%.    
 

 To rationalize the taxation of the companies, the rate of initial depreciation to be reduced from 50% to 
25% for Plant and Machinery.  
 

 The exemption limit of withholding tax for investment in National Saving Centers to be withdrawn.    
 

 Following exemptions provided in the 2nd schedule to the Income Tax Ordinance 2001 are also to be 
withdrawn for being discriminatory, prone to misuse and causing loss of revenue:    
 
(i) Exemption to dividend in specie i.e. Bonus Shares will be taxed as dividend. 
(ii) Free/concessional passage provided by transporters  including airlines to its employees by 

virtue of their Employment; 
(iii) Taxation at reduced rate of 2.5% on flying allowance and submarine allowance;  
(iv) 75% reduction in the tax payable by a full time teacher or a researcher being misused by high 

income earners and administrators;   
(v) Any income of any university or other educational institution established solely for educational 

purposes and not for purposes of profit. 
 
Income Support Levy  
 
The government plans to introduce a new tax through Income Support Levy Act, 2013. Under the 
proposed Act, all individual persons would be liable to pay this levy @ 0.5% tax on the value of net 
moveable assets (exceeding Rs. 1.0 million) after deducting the related liability, as per the wealth 
statement.  
The proceeds / receipts from this levy which will be used to fund the National Support Fund, previously 
known as the Benazir Income Support Programme. 
 
A person who is liable to pay the Levy under this Act shall pay the Levy along with wealth statement.  
The levy is effective from the tax year 2013 and therefore will attract a lot of debate and criticism from all 
relevant stakeholders. 
 
Sales Tax and Federal Excise  
 
 Amendment is made in Sales Tax Act, 1990 and Federal Excise Act, 2005 to allow Commissioner 

(Appeals) to grant stay of 30 days in hardship cases. Enforced through amendment in Finance Bill, 
2013, effective from the 01.07.2013.  
 

 Amendment is made in Sales Tax Act, 1990 to harmonize provision relating to rectification of mistake 
with Income Tax Ordinance, 2001.   
 

 Enhancement in standard rate of sales tax from 16% to 17%. Enforced through Finance Bill, 2013, 
effective from the 13.06.2013.  
 

 Charging further tax @ 2% on taxable supplies to a person who has not obtained registration number. 
Enforced through Finance Bill, 2013, effective from the 13.06.2013.  
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 Withdrawing sales tax exemption on milk preparations obtained by replacing one or more constituent 
of milk by another substance and supplies against international tender.  Enforced through Finance 
Bill, 2013, effective from the 13.06.2013.  
 

 Charging sales tax @ 5% in addition to the standard of 17% on non- registered commercial and 
industrial consumers of electricity and gas having monthly bill in access of Rs. 15,000.  Enforced 
through Finance Bill, 2013, effective from the 13.06.2013 and S.R.O. 509(I)/2013 and S.R.O. 
510(I)/2013, both dated 12.06.2013.  
 

 The rate of federal excise duty on aerated beverages is being increased from 6% to 9% and 
introduction of capacity based taxation on aerated beverages to stop evasion and malpractices in the 
sector Enforced through Finance Bill, 2013, effective from the 01.07.2013.   

 Federal Excise Duty @ 40 paisa per kg on imported seeds, Rs. 1/ per kg on locally produced oil and 
10% ad.val. on motor vehicles of cylinder capacity of 1800cc or above is being charged.  Enforced 
through Finance Bill, 2013, effective from the 13.06.2013 and S.R.O. 507(I)/2013 and S.R.O. 
508(I)/2013, both dated 12.06.2013.  
 

 The scope of chargeability of Federal Excise Duty on financial services is being expanded by making 
all kinds of financial services falling under PCT 98.13 chargeable to Federal Excise Duty @ 16%.  
Enforced through Finance Bill, 2013, effective from the 13.06.2013.  
 

 Exemption of Federal Excise Duty on hydraulic cement and services provided or rendered by Asset 
Management Companies is being withdrawn.  Enforced through Finance Bill, 2013, effective from the 
13.06.2013.  
 

 Disallowing input tax adjustment in cases where discrepancies indicated by CREST or input tax of 
purchases is not verifiable in the supply chain.  Enforced through Finance Bill, 2013, effective from 
the 13.06.2013.  
 

 Expansion in list of items which are chargeable to sales tax on retail price.  Enforced through Finance 
Bill, 2013, effective from the 13.06.2013.  
 

 Withdrawing the concessions available to thirteen districts of Khyber Pakhtunkhwa, FATA and PATA 
on the pattern of Income Tax exemptions already withdrawn Enforced through S.R.O. 500(I)/2013 
and S.R.O. 503(I)/2013, both dated 12.06.2013.  
 

 Substituting zero-rating with exemption on the items of non-export oriented sectors Enforced through 
S.R.O. 501(I)/2013 and S.R.O. 502(I)/2013, both dated 12.06.2013.  
 

 Exclusion of finished consumer goods from the list of items chargeable to sales tax @ 2%. Enforced 
through SRO 504 (I)/2013 dated 12-06-2013.  
 

 Expansion of scope of withholding regime for withholding of whole of amount of tax by withholding 
agents on purchases made from unregistered persons. Enforced through SRO 505 (I)/2013 dated 12-
06-2013.  
 

 Record relating to gate passes and transport receipts are prescribed as the documents to be 
maintained under Sales Tax Act, 1990 and Federal Excise Act, 2005.  Enforced through Finance Bill, 
2013, effective from the 01.07.2013.   
 

 Modification in sales tax rules to streamline the place of registration of registered persons. Enforced 
through SRO 506 (I)/2013 dated 12-06-2013.  
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 Amendment is made in Sales Tax Act, 1990 and Federal Excise Act, 2005 to allow monitoring or 
tracking of manufacturing activities, sales, clearances, etc. by electronic or other means.  Enforced 
through Finance Bill, 2013, effective from the 01.07.2013.  
 

 Amendment is made in Sales Tax Act, 1990 and Federal Excise Act, 2005 to allow provision for 
reward to Inland Revenue officers/officials in detection of cases involving concealment or evasion of 
duty and taxes. Enforced through Finance Bill, 2013, effective from the 01.07.2013. 
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PROPOSED CHANGES IN INCOME TAX ORDINANCE, 2001 

General Provisions relating to taxes imposed - Section 8 / 
Tax collected or deducted as a final tax – Section 169 
 
Dividend income received by companies was treated under normal tax regime and taxed at corporate rate 
of tax. The Finance Bill 2013 now seeks to treat withholding tax deductible @ 10% on dividend income of 
companies under final tax regime. 

Set off of losses- Section 56 

Presently where a person incurs a loss under any head of income, he can set off the same against 
income from any other head during the tax year. The Finance Bill 2013 proposes to restrict the set off of 
losses and now such losses cannot be adjusted against salary income. 

Person– Section 80 

The bill seeks to amend the definition of “company”.  Now, non- profit organizations have been 
specifically brought in the definition of company.  

Unexplained income or assets– Section 111 

The Finance Bill 2013 proposes insert a proviso to subsection 1 whereby a taxpayer explains the nature 
and source of the unexplained income or assets or funds from which the expenditure was made, by way 
of agricultural income, such contention shall be accepted to the extent of agricultural income worked back 
on the basis of agricultural income tax paid under the relevant provincial law.   

Income Tax on Retail sector 

The bill proposes to bring the retail sector under normal tax regime and through substitution of sections 
113A and 113B, the privileges given to the retail sector has been withdrawn. This amendment would 
result in bringing the major part of the retail sector under the tax ambit and to increase the documentation 
of the economy. 

Minimum Tax on Builders– Section 113A 

The Finance Bill proposes to substitute the present section 113A relating to taxability of retailers having a 
turnover upto Rs. 5.0 million.  The proposed amendment provides that where a person derives income 
from the business of construction and sale of residential, commercial or other buildings, he shall pay 
minimum tax at the rate of Rs. 25 (Rupees twenty five per square foot) as per the construction or site plan 
approved by the relevant regulatory authority.   

Further, the tax paid under this section shall be minimum tax on the income of the builder from the sale of 
such residential, commercial or other building.  
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Minimum Tax on Land Developers – Section 113B 

The Finance Bill proposes to substitute the present section 113B relating to taxability of retailers having a 
turnover exceeding Rs. 5.0 million and falling under the Sales Tax Special Procedure Rules, 2007. 

Under the proposed amendment, where a person derives income from the business of development and 
sale of residential, commercial or other plots, he shall pay minimum tax at the rate of rupees fifty per 
square yard as per the lay out or site plan approved by the relevant regulatory authority.  The tax 
computed under sub-section (1) shall be paid on the basis of total number of square yards sold or booked 
for sale during the year.  

Further, the tax paid shall be minimum tax on the income of the developer from the sale of such 
residential, commercial or other plots sold or booked. 

Return of income – Section 114 

The finance bill proposes the following amendments as regards person required to file the return of 
income: 

The threshold of electricity bill for commercial or industrial connection of electricity has been reduced from 
Rs. 1.0 million to Rs. 0.5 million. 

Members of the following professional bodies are now required to file the return irrespective of any 
taxable income: 

 Chamber of Commerce and Industry, or any trade or business association, or any market committee, 
or  

 any professional body including: 
o Pakistan Engineering Council,  
o Pakistan Medical and Dental Council,  
o Pakistan Bar Council or any Provincial Bar Council,  
o Institute of Chartered Accountants of Pakistan or Institute of Cost and Management 

Accountants of Pakistan 

Revised return of income is should be accompanied by the approval of the Commissioner in writing for 
such revision. 

Persons not required to furnish a return of income – Section 115 

Retailers subject to presumptive / final tax regime are now excluded from the requirement for not 
furnishing the return of income. They would now be required to file a normal return of income. 

Wealth statement– Section 116 

Presently, individuals and member of AOP having an income of Rs. 1.0 million or more were required to 
file wealth statement. Under the proposed amendments, all individuals and members of AO, irrespective 
of the income limit, would be required to file the wealth statement along with return of income. 
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Further, individuals filing the statement of final tax under section 115 are now required to file the wealth 
statement along with return of income. Presently, only those individuals who have paid tax amounting to 
Rs. 35,000 or more were obliged to file the wealth statement. 

Method of furnishing returns and other documents – Section 118 / 
Certificate of collection or deduction of tax – Section 164 
 
Presently, individuals and member of AOP having an income of Rs. 1.0 million or more were required to 
file a the tax return electronically. The bill proposes to make return filing compulsory for salaried 
individuals. Where salary income for the tax year is Rs. 500,000 or more, the taxpayer shall file return of 
income electronically in the prescribed form and it shall be accompanied by the proof of deduction or 
payment of tax and wealth statement. The date of filing of the return for salaried individuals is now 31st 
August next following the end of the tax year. 

Provisional assessment - Section 122C 

Finance bill 2013 proposes to reduce the time limit for provisional assessment to be treated as final 
assessment from 60 days to 45 days. 

Salary – Section 149 

Presently, the salaried individuals are allowed to get tax deducted / tax credit on account of charitable 
donations, investment in shares, contribution to approved pension fund and profit on debt adjusted from 
tax deductible on salary income. However, the Finance Bill 2013 proposes to remove this facility of 
adjustment. Now, all such deductions / tax credits would be claimed by the salaried persons at the time of 
filing of their return of income. 

Payments to non- residents – Section 152 

The bill seeks to insert a new subsection 152(8) which prescribes the following persons to withhold tax at 
the time of making payments to non-residents: 

(a)  the Federal Government;   

(b)  a company;   

(c)  an association of persons constituted by, or under law;   

(d)  a non-profit organization;   

(e)  a foreign contractor or consultant;   

(f)  a consortium or joint venture;   

(g)  an exporter or an export house for the purpose of sub- section (2);       

(h)  an association of persons, having turnover of fifty million rupees or above in tax year 2007 or in any 
subsequent tax year; or   
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(i)  an individual, having turnover of fifty million rupees or above in the tax year 2009 or in any subsequent 
year; 

(j) a person registered under Sales Tax Act, 1990 

Payments for goods, services and contracts – Section 153 

The bill seeks to require persons registered under Sales Tax Act, 1990 to act as withholding tax agents at 
the time of making payments for supply of goods or services or under a contract. This would increase the 
compliance burden on small tax payers. 

Income from Property – Section 155 

The finance bill proposes to prescribe following additional persons to deduct withholding tax at the time of 
payment of rent: 

 a charitable institution, 
 a private educational institution,  
 a boutique,  
 a beauty parlour,  
 a hospital,  
 a clinic or a maternity home;  
 individuals or association of persons paying gross rent of rupees one and a half million and above in 

a year 

Statements– Section 165 / 
Furnishing of information by banks – Section 165A 
 
The finance bill proposes to amend this section and requires submission of withholding tax statements by 
banks which previously were not required to file certain information due to overriding provisions under 
various laws. To further elaborate the requirement a new section 165A has been inserted which 
elaborates the requirements for banks to submit information about its customers. Significant information 
that may be required is noted below: 

a) online access to its central database containing details of its account holders and all transactions made 
in their accounts;  

(b) a list containing particulars of deposits aggregating rupees one million or more made during the 
preceding calendar month;  

(c) a list of payments made by any person against bills raised in respect of a credit card issued to that 
person, aggregating to rupees one hundred thousand or more during the preceding calendar month;   

(d) a consolidated list of loans written off  exceeding rupees one million during a calendar year; and  

(e) a copy of each Currency Transactions Report and Suspicious Transactions Report  
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Audit – Section 177 / 
Selection for audit by the Board – Section 214C 
 
A new explanation has been added which expressly provides powers to the Commissioner to call for 
information, records or documents including books of accounts of a taxpayer for audit and to conduct 
audit of tax payers which is in addition to the powers of the FBR to carry out the audit under section 
214C. 
 
This has been a much debated topic in recent months, which has been challenged at the High Court 
level.  
 
Further, through amendment in section 214C the FBR has now been empowered to keep the parameters 
of audit confidential. 
 
Taxpayer’s registration – Section 181 
 
The Finance Bill 2013 proposes to allow individuals to use their Computerized National Identity Card 
Number (CNIC) in place of National Tax Number (NTN). 
 
Display of National Tax Number– Section 181C 
 
The Finance Bill 2013 proposes that to require every person deriving income from business chargeable to 
tax to display his National Tax Number at a conspicuous place at every place of his business. 

Offences and Penalties – Section 182 

Annexure “A” summarizes the changes in the rate of penalties on account of various defaults under the 
Income Tax Ordinance, 2001. 

Collection of tax by NCCPL – Section 233AA 

The transactions of margin financing, trading financing and lending are proposed to be subject to 
withholding tax @ 10% of the profit / markup / interest earned. The tax and shall be collected by NCCPL 
from the margin financers, trading financers and lenders.  

Tax on Motor Vehicles– Section 234 

At present, the goods transport vehicles are subject to withholding tax at the time of payment of provincial 
motor vehicle tax and this tax is the final tax on their income. The goods transport vehicles are also 
subject to withholding tax @ 2% on providing transport services which is the minimum tax. To facilitate 
the transport sector the withholding tax on payment of provincial vehicle tax is proposed to be made 
adjustable. 
 
Advance tax on functions and gatherings – Section 236D 
 
Adjustable withholding tax is proposed to be introduced which shall be collected by the Hotels / Clubs / 
Marriage Halls / Restaurants etc. from persons arranging functions.    
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Advance tax on foreign produced films, TV plays and serials – Section 236E 
 
An adjustable withholding tax on foreign-produced films, TV serials and plays etc. to be collected by the 
authority responsible for their censoring / certification at the rate of Rs. 1 Million for films and Rs. 100,000 
per episode for TV plays.    
 
Advance tax on cable operators and other electronic media – Section 236F 
 
Adjustable withholding tax is proposed to be levied on renewal and license fee of cable operators and 
other electronic media which shall be collected by Pakistan Electronic Media Regulatory Authority.   
 
Advance tax on sales to distributors, dealers and wholesalers – Section 236G 
 
Contribution of the wholesale and retail sector towards the tax revenue is not commensurate with share of 
this sector in the GDP. To ensure documentation of the economy and to bring the traders into the tax net 
all manufacturers were made liable to collect adjustable withholding tax from distributors, dealers and 
wholesalers through the Finance Act 2012. To remove hardship this withholding tax is being restricted to 
the Electronics, Sugar, Cement, Fertilizers, Iron & Steel Products, Motorcycles, Pesticides, Cigarettes, 
Glass, Textile, Beverages, Paints & Foam sectors and the rate is being reduced to 0.1%.  
 
Advance tax on sales to retailers – Section 236H 
 
The scope of withholding tax is also being extended to retailers. Withholding tax @ 0.5 % by the 
distributors, manufacturers or commercial importers from the retailers is proposed.  
 
Collection of advance tax by educational institutions – Section 236I 

An adjustable advance tax @ 5% of fee of all educational institutions where annual fee is above Rs. 
200,000 to be collected by educational institutions at the time of receipt of fee from the person paying the 
fee.    
 
Advance tax on dealers, commission agents and arhatis etc. – Section 236J 

To encourage filing of returns and broadening of tax base. Withholding tax on dealers / Arhatis acting as 
commission agents for different commodities in the ‘mandis’ / markets is being introduced. Withholding 
tax shall be collected by the market committees.  
 

First Schedule  

Annexure “B” summarizes the changes in the rates of taxation. 

Second Schedule 

Annexure “C” summarizes the withdrawal of exemptions. 

Third Schedule and Seventh Schedule 

Annexure “D” summarizes the changes in the third schedule and seventh schedule. 
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PROPOSED CHANGES IN SALES TAX ACT, 1990 

Certain Terms Defined – Section 2 

The Finance Bill proposes to define / substitute the definitions of certain terms like CREST, Provincial 
Sales Tax and Supply Chain which were alien to the Sales Tax Act, 1990 prior to the introduction of this 
Finance Bill. 

Sales Tax on Advances – Section 2 

The Finance Bill proposes to amend Section 2(44) of the Sales Tax Act, 1990 and to reintroduce the 
discarded concept of payment of sales tax earlier of the time of supply of goods or the receipt of any 
payment by the supplier in respect of that supply.  

Rate of Sales Tax Enhanced – Section 3 

The Bill seeks to enhance the rate of sales tax from 16% to 17% by substituting the word “sixteen” in 
Section 3 with the word “seventeen”. This proposal has largely been criticized by the public having 
inflationary consequences. 

Further Tax introduced – Section 3(1A) 

The Finance Bill proposes to introduce further tax @ 2% in addition to the proposed standard rate of 
sales tax leviable under different sub-section of Section 3 in respect of supplies to unregistered persons. 
Earlier Further Tax introduced through Finance Act, 1998 was withdrawn through Finance Act, 2004. 

Collection of Sales Tax on Production Capacity – Section 3(1B) 

The Finance Bill seeks to empower the Federal Board of Revenue to collect sales tax on the basis of 
production capacity of plants, machinery etc. in respect of goods so notified by the Board.. 

Discrepancies Indicated by CREST – Section 8 

The discrepancies indicated by CREST have been made one of the reasons of inadmissibility of Tax 
Credit as envisaged in Section 8 of the Sales Tax Act, 1990. In other words no input tax credit shall be 
allowed to a registered person in case the purchase transaction is the subject of discrepancy by CREST 
or the input tax is unverifiable in the supply chain.  

De-registration, Blacklisting & Suspension of Registration – Section 21 

The Finance Bill proposes to withdraw the defence available to the buyer, who had claimed input tax 
adjustment on the Sales Tax Invoices of the suppliers, suspended / blacklisted after making supplies, 
through the that payment to such suppliers was made through banking channels under Section 73 of the 
Sales Tax Act, 1990. We understand that this is a harsh measure and department may misuse the same 
by raising demands in the cases of bonafide purchasers of goods. 

Gate passes / transport receipts made the part of Sales Tax Records – Section 22 

The Finance Bill proposes to make the gate passes, inward or outward, and the transport receipts the 
part of the sales tax record as envisaged in Section 22 of the Sales Tax Act, 1990 in order to establish the  
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genuineness of the transactions in the alleged cases of fake / flying Sales Tax Invoices. Earlier these 
were not the part of the sales tax record and the department had no statutory power to compel their 
production in the cases of fake / flying invoices. 

Monitoring or tracking by electronic or other means – Section 40C 

The Finance Bill seeks to introduce the concept of monitoring or tracking of production, sales, clearances 
of stocks or any other related activity to be implemented through electronic or other means as may be 
prescribed. This is a supervisory measure to ensure the proper tax payment in doubtful cases without 
involving human interference.    

Commissioner (Appeals) Empowered to Grant Stay – Section 45(B)(1A) 

The Finance Bill seeks to empower the Commissioner of Inland Revenue (Appeals) to grant stay in cases 
in which they are of the view that recovery of tax would cause undue hardship to the taxpayers. This 
power to grant stay is on the total discretion of the Commissioner (Appeals) and shall have a limited 
beneficial scope.   

Rectification of Mistake – Section 57 

The Finance Bill proposes to substitute the provisions of Section 57 of the Sales Tax Act, 1990 and an 
attempt to bring the provisions of Section 57 proposed to be substituted with similar provisions in other 
enactments like Federal Excise Act, 2005 as far as the rectification of mistakes apparent from record is 
concerned. 

Reward schemes introduced for officials of Inland Revenue Service – Section 72C 

The Finance Bill proposes to introduce the scheme for rewards to the officials of the Inland Revenue 
Service and the informers on the basis of their meritorious conduct / providing credible information in 
cases in which taxes are ultimately realized. 

Third Schedule  

The Finance Bill proposes to extend the list of items / goods specified in the Third Schedule to the Sales 
Tax Act, 1990 and which are subject to sales tax on the basis of their retail price at the manufacturing 
stage. The extension of the list of Third Schedule items is in contradiction of the commitments made by 
the earlier governments that this list would be abolished in due course of time and indicates the desire of 
the present government to collect more and more taxes at the manufacturing stage without going into the 
difficult exercise of getting the wholesaler / retailer registered for completion of the Value Added Tax 
chain in the country. 

Exemption on Milk Preparations withdrawn - Sixth Schedule 

The Finance Bill proposes to withdraw exemption available to Milk Preparations either sold in retail 
packing or otherwise. We understand that withdrawal of this exemption would have an inflationary impact. 
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Exemption to Supplies against International Tenders withdrawn - Sixth Schedule 

The Finance Bill proposes to withdraw the exemption on supplies against international tenders. 

Amendments through SROs 

SRO 500(I)/2013 

Through this notification, Federal Government has rescinded a number of notifications in terms of which 
exemption, zero-rating of sales tax and concessionary rate of sales tax to different sectors, areas etc. was 
available has been withdrawn providing a level playing field under the standard tax regime. 

SRO 501(I)/2013 

The Federal Government through this notification has granted exemption of sales tax on goods specified 
in the Table to the notification. Earlier benefit of zero-rating of sales tax was available to the 
manufacturers of these goods enabling them to claim the refund of sales tax paid by them on raw 
materials used in the manufacture of such goods. The withdrawal of the facility of zero-rating and bringing 
them in the exemption regime would enhance the cost of production of these sectors.  

SRO 502(I)/2013 

Through this notification the Federal Government has withdrawn the zero-rating of sales tax on certain 
goods notified under SRO 549(I)/2008. These goods have now been brought under the exemption regime 
vide SRO 501(I)/2013. 

SRO 503(I)/2013 

This notification has withdrawn the facility of composite repayment cum drawback of sales tax and federal 
excise duty on export of vegetable ghee by omitting Serial No. 1 of Table to SRO 993(I)/2006. 

SRO 504(I)/2013 

The Federal Government through this notification has excluded the finished goods of the five export 
sectors like leather, textile, carpets, surgical and sports goods from the ambit of lower rate of sales tax of 
2% by substituting certain serial of the Table to the parent notification i.e. SRO 1125(I)/2011. After this 
amendment, the lower rate of sales tax would not be available to the finished goods of all the five export 
sectors.  

SRO 505(I)/2013 

The Federal Government has extended the scope of withholding of sales tax in respect of supplies 
obtained from unregistered persons. Now all the withholding agents specified under the Withholding 
Rules are required to withhold sales tax on supplies obtained by them from unregistered persons in 
accordance with the Withholding of Sales Tax Rules, 2007. 

SRO 509(I)/2013 

The Federal Government has imposed 5% extra sales tax in addition to standard rate of 17% on the 
supply of electric power and natural gas against industrial and commercial connections whose bills  
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exceeds fifteen thousand rupee in a month and who have not obtained the Sales Tax Registration or are 
not on the Active Taxpayer List of the Federal Board of Revenue. Special procedure for collection of this 
extra tax on electricity and gas supply is notified vide SRO 510(I)/2013 by adding a new chapter namely 
Chapter IVA to the Special Procedure Rules, 2007.  
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Annexure “A” 
OFFENCES AND PENALTIES – SECTION 182 

 

 

S. No. 

Offences Penalties  Section of the 
ordinance to which 
offence has reference  

    

 Where any person fails to furnish a 
return of income or a statement as 
required under section 115 or wealth 
statement or wealth reconciliation 
statement or statement under 
section 165 within the due date 
Where any person fails to furnish a 
return of income as required under 
section 114 within the due date 

Such person shall pay a penalty equal to 
0.1% of the tax payable for each day of 
default subject to a minimum penalty of five 
thousand rupees and a maximum penalty of 
25% of the tax payable in respect of that tax 
year. Such person shall pay a penalty equal 
to 0.1% of the tax payable in respect of that 
tax year for each day of default subject to a 
maximum penalty of 50% of the tax payable 
provided that if the penalty worked out as 
aforesaid is less than twenty thousand 
rupees or no tax is payable for that tax year 
such person shall pay a penalty of twenty 
thousand rupees 

115,116 and 165“and 
118”  

 

    

New clause 

1A 

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.2500 
for each day of default subject to a minimum 
penalty of fifty thousand rupees 

115, 165 and 165A 

    

New clause 

11A 

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. 

114, 115 and 116 

    

 Where a taxpayer who, without any 
reasonable cause, in non-
compliance with provisions of section 
177- 

 

(a) fails to produce the record of 
documents on receipt of first notice.. 

 

(b) fails to produce the record of 
documents on receipt of second  
notice.. 

 

(c) fails to produce the record of 
documents on receipt of third  
notice.. 

 

 

 

 

 

Such person shall pay a penalty of twenty 
five thousand rupees 

 

such person shall pay a penalty of fifty 
thousand rupees; and 

 

such person shall pay a penalty of one 
hundred thousand rupees. 
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 Any person who fails to furnish the 
information required or to comply 
with any other term of the notice 
served under section 176 

Such person shall pay a penalty of twenty 
five thousand rupees for the first default 
and fifty thousand rupees for each 
subsequent default. 

 

 

    

New clause 
16 

Any person who fails to display NTN 
Certificate at the place of business 
as required under this Ordinance or 
the rules made thereunder  

Such person shall pay penalty of five 
thousand rupees  

181C 
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 Annexure “B” 

First Schedule: Rates of Taxation  

Proposed rates of income tax for Individual other than salaried Individual and AOP 

 

S. No. Taxable  Rate  

   

1 Where taxable income does not exceed Rs. 400,000 0% 

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

10% of the amount 

exceeding Rs. 400,000 

3 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 

4 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 

5 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 

6 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 

 

7 

Where the taxable income exceeds Rs. 6,000,000  Rs. 1,322,500 + 35% of the amount exceeding Rs. 6,000,000 
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Proposed rates of tax for Salaried Individuals 
 

S. #  Taxable Income Rate of Tax 

   

1 1  to 400,000 0% 

2 400,000 to 500,000 5% of the amount exceeding Rs.400,000/-. 

3 500,000 to 800,000 Rs. 5,000 + 7.5 % of the amount exceeding Rs. 800,000/-. 

4 800,000 to 1,300,000 Rs. 27,500 + 10% of the amount exceeding Rs. 800,000/-. 

5 1,300,000 to 1,800,000 Rs. 77,500 + 12.5% of the amount exceeding Rs. 1,300,000/-. 

6 1,800,000  to 2,200,000 Rs. 140,000 + 15% of the amount exceeding Rs. 1,800,000 

7 2,200,000 to 2,600,000 Rs. 200,000 + 17.5% of the amount exceeding Rs. 2,600,000 

8 2,600,000  to 3,000,000 Rs. 270,000 + 20% of the amount exceeding Rs. 2,600,000 

9 3,000,000  to 3,500,000 Rs.350,000 + 22.5% of the amount exceeding Rs. 3,000,000 

10 3,500,000  to 4,000,000 Rs.462,000 + 25% of the amount exceeding Rs. 3,500,000 

11 4,000,000  to 7,000,000 Rs.587,500 + 27.5% of the amount exceeding Rs. 4,000,000 

12  Up to 7,000,000 Rs.1,412,500 +30% of the amount exceeding Rs. 7,000,000 
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 EXISTING  PROVISIONS 

UP TO 2012 

PROPOSED AMENDMENT FINANCE BILL  FOR 2013 

   

Division (1A)  Rate of Tax on certain person. 

The rate of tax to be paid under sub-section (1) of section 113A 
shall be one per cent of the turnover. 

 

Omitted 

   

Division II 

 

Rate of Tax for Companies. 

(i) The rate of tax imposed on the taxable income of a company for 
the tax year 2007 and on ward shall be 35%. 

 

Rate of Tax for Companies. 

(i) The rate of tax imposed on the taxable income 
of a company for the tax year 2007 and on 
ward shall be 35%) 

“Provided that the rate of tax imposed on the 
taxable income of a company other than a banking 
company, shall be 34% for the tax year 2014” 
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Division VI INCOME FROM PROPERTY 

 

(a) The rate of tax to be paid under section 15, in the 
case of individual and association of person shall be: 

 

I Where the gross 
amount of rent 
does not exceed 
150,000/- 

Nil  

II Where the gross 
amount of rent 
exceed 
.150,000/- but 
does not exceed 
400,000/- 

5% of the gross 
amount exceeding 
Rs.150,000 

III Where the gross 
amount of 
400,000/- but 
does not exceed 
1,000,000/- 

Rs.12,500/-plus 
7.5% of the gross 
amount exceeding 
Rs.400,000/- 

IV 

Where the gross 
amount of rent 
exceed 
1,000,000/- 

Rs.57,500/- plus 
10% of the gross 
amount exceeding 
Rs.1,000,000/- 

 

 

 

 

 

 

 

 

 

 

INCOME FROM PROPERTY 

(a) The rate of tax to be paid under section 15, in the case 
of individual and association of person shall be :- 

I Where the gross 
amount of Nil rent 
does not exceed 
150,000/- 

Nil  

II Where the gross 
amount of rent 
exceed .150,000/- 
but does not exceed 
400,000/- 

5% of the gross 
amount 
exceeding 
Rs.150,000 

III Where the gross 
amount of 400,000/- 
but does not exceed 
1,000,000/- 

Rs.12,500/-plus 
7.5% of the 
gross amount 
exceeding 
Rs.400,000/- 

IV 

Where the gross 
amount of rent 
exceed 1,000,000/-
but does not exceed 
Rs.2,000,000/- 

Rs.57,500/- plus 
10% of the gross 
amount 
exceeding 
Rs.2,000,000/- 

V 

Where the gross 
amount of rent 
exceed 2,000,000/- 
but does not exceed 
Rs.3,000,000/- 

Rs.157,500/- 
plus 12.5% of 
the gross 
amount 
exceeding 
Rs.2,000,000/- 

VI 

Where the gross 
amount of rent 
exceed 3,000,000/- 
but does not exceed 
Rs.4,000,000/- 

Rs.282,500/- 
plus 15% of the 
gross amount 
exceeding 
Rs.3,000,000/- 

VII 

Where the gross 
amount of rent 
exceed 4,000,000/-  

Rs.432,500/- 
plus 17.5% of 
the gross 
amount 
exceeding 



     

        KF &Co. Budget Overview       26 
 

 

 

(b)The rate of tax to be paid under section 15 , in the case of 
company , shall be – 

 

I Where the gross 
amount of rent  does 
not exceed 400,000/- 

5% of the gross 
amount of rent  

II Where the gross 
amount of 400,000/- 
but does not exceed 
1,000,000/- 

Rs.20,000/-plus 
7.5% of the gross 
amount exceeding 
Rs.400,000/- 

III Where the gross 
amount of rent exceed 
1,000,000/- 

Rs.65,000/- plus 
10% of the gross 
amount of rent 
exceeding 
Rs.1,000,000/- 

 

Rs.4,000,000/- 

 

 

(b)The rate of tax to be paid under section 15 , in the case of 
company , shall be – 

 

I Where the gross 
amount of rent  does 
not exceed 400,000/- 

5% of the gross 
amount of rent  

II Where the gross 
amount of 400,000/- 
but does not exceed 
1,000,000/- 

Rs.20,000/-plus 
7.5% of the gross 
amount exceeding 
Rs.400,000/- 

III Where the gross 
amount of rent 
exceed 1,000,000/- 
but does not exceed 
Rs.2,000,000/- 

Rs.65,000/- plus 
10% of the gross 
amount of rent 
exceeding 
Rs.2,000,000/- 

IV Where the gross 
amount of rent 
exceed 2,000,000/- 
but does not exceed 
Rs.3,000,000/- 

Rs.165000/- plus 
12.5% of the gross 
amount exceeding 
Rs.4,000,000/- 

V Where the gross 
amount of rent 
exceed 3,000,000/- 
but does not exceed 
Rs.4,000,000/- 

Rs.290,000/- plus 
15% of the gross 
amount exceeding 
Rs.3,000,000/- 

VI Where the gross 
amount of rent 
exceed 4,000,000/-  

Rs.440,000/- plus 
17.5% of the gross 
amount exceeding 
Rs.4,000,000/- 

 

PART II Rate of Advance Tax ( on Import stage)  Rate of Advance Tax ( on Import stage)  
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 The rate of advance tax to be collect by the Collector of 
Customs under section 148 shall be 5% of the value of the 
goods  

The rate of advance tax to be collect by the Collector of Customs 
under section 148 shall be as follows;- 

(a) 5% of the value of  goods in the case of industrial 
undertakings; 

(b) 5% in all other cases of companies ; and 

(c) 5.5% in case of all taxpayers other than those 
covered at (a) and (b) above; 

 

PART III Payment for Goods or Service  

 

(1) The rate of tax to be deducted from a payment referred to 
in clause (a) of sub-section (1) of section 153 shall be – 

 

(a) in the case of the sale of rice,  cotton seed or edible 
oils, 1.5% of the gross amount payable; or  

 

(b) in the case of the sale of any other goods, 3.5% of 
the gross amount payable.  

 

 

(2) The rate of tax to be deducted from a payment referred to 
in clause (b) of sub-section (1) of section 153 shall be— 

  

(i)  in the case of transport services, two per cent of the 
gross amount payable; or  

(ii)  in any other case, six percent of the gross amount 
payable. 

 

 

 

 

 

 

Payment for Goods or Service  

 

(1)The rate of tax to be deducted from a payment referred to in 
clause (a) of sub-section (1) of section 153 shall be 

 

(a) in the case of the sale of rice, cotton seed or edible 
oils, 1.5% of the gross amount payable; or  

(b) in the case of the sale of goods;- 

(i) 3.5 of the gross amount payable in the case of 
companies; and  

(ii) 4% of the gross amount payable in the case of any 
other taxpayer   

 

(2) The rate of tax to be deducted from a payment referred to in 
clause (b) of sub-section (1) of section 153 shall be— 

  

(i) in the case of transport services, two per cent of the 
gross amount payable; or  

 

(ii) in any other case rendering of or providing of 
services ;- 

 

(a) 6% in the gross amount payable in the case 
companies; and  

(b) 7% of the gross amount payable in the case of other 
than taxpayers. 
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(3) The rate of tax to be deducted from a payment referred to 
in clause (c) of sub-section (1) of section 153 shall be 6% of 
the gross amount payable. 

 

(3) The rate of tax to be deducted from a payment referred to in 
clause (c) of sub-section (1) of section 153 shall be ;- 

 

(i)    6% in the gross amount payable    in the case 
companies; and  

 

(ii) 6.5% of the gross amount payable in the case of 
other than taxpayers. 

 

 

Division VI  Prize and Winnings  

 

The rate of tax to be deducted under section 156 on a prize on 
prize bounds or cross-word puzzle shall be 10% of the gross 
amount  

Prize and Winnings  

 

The rate of tax to be deducted under section 156 on a prize on 
prize bounds or cross-word puzzle shall be 15% of the gross 
amount  

Division-II Rates for Collection of Tax by a Stock Exchange 
Registered in Pakistan 

 

(i) in case of purchase of share as per 
clause (a) of sub-section (1) of 
section 233A 

0.01% 
Purchase 
Value  

(ii) in case of sales of share as per 
clause (b) of sub-section (1) of 
section 233A 

0.01%  
Sales  
Value  

(iii) in case of trading  of share as 
mentioned in  clause (c) of sub-
section (1) of section 233A 

0.01% 
Trade  
Value  

(iv) in case of financing of carry over  
trades as per clause (d) of sub-
section (1) of section 233A 

10% of 
the carry 
over 
charges  

 

Rates for Collection of Tax by a Stock Exchange 
Registered in Pakistan 

 

(i) in case of purchase of share as 
per clause (a) of sub-section (1) 
of section 233A 

0.01% 
Purchase 
Value  

(ii) in case of sales of share as per 
clause (b) of sub-section (1) of 
section 233A 

0.01%  
Sales  
Value  

(iii) in case of trading  of share as 
mentioned in  clause (c) of sub-
section (1) of section 233A 

0.01% 
Trade  
Value  

(iv) Omitted   
 

New clause   Rate  for collection of tax by NCCPL 

The rate of deduction under section 233AA shall be 10% of profit 
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Division IIB or mark-up or interest earned by the member, margin financier or 
securities lender 

Division III  

 

 

 

 

 

 

 

 

 

 

 

Tax on Motor Vehicles 

New Clause shall be add after paragraph (3) 

(4) where motor vehicle  tax is collect in lump sum: 

 

(a) Up to 1000cc  Rs. 7,500 

(b) 1001cc to 1199cc Rs. 12,500 

(c) 1200cc to 1299cc Rs. 17,500 

(d) 1300cc to 1599cc Rs. 30,000 

(e) 1600cc to 1999cc Rs.40,000 

(f) 2000cc and above  Rs.80,000 
 

   

DIVISION-VI 

 

CASH WITHDRAWAL FROM A BANK 

 

The Rate of tax to be deducted under section 231A shall be 
0.2% of the cash amount withdrawn. 

CASH WITHDRAWAL FROM A BANK 

 

The Rate of tax to be deducted under section 231A shall be 0.3% 
of the cash amount withdrawn 

 

DIVISION VII 
 

 

PURCHASE OF MOTOR CARS AND JEEPS 

 

The rate of payment of tax under section 231 B shall be as 
follows: 

 

Engine Capacity Amount of Tax 

    up to 850cc Rs. 7,500 

 

PURCHASE OF MOTOR CARS AND JEEPS 

 

The rate of payment of tax under section 231 B shall be as 
follows: 

 

Engine Capacity Amount of Tax 

    up to 850cc Rs. 10,000 
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  851cc to 1000 Rs.10,500 

1000cc to 1300 Rs.16,875 

1301cc to 1600 Rs.16,875 

1601cc to 1800 Rs.22,500 

1801cc to 2000 Rs.16,875 

Above 2000cc Rs.50,000 

  

 

  851cc to 1000 Rs.20,000 

1000cc to 1300 Rs.30,000 

1301cc to 1600 Rs.50,000 

1601cc to 1800 Rs.75,000 

1801cc to 2000 Rs.100,000 

Above 2000cc Rs.150,000 
 

Division VIII Advance tax at the time of Sales by auction  

 

The rate of collection of tax under section 236A shall be 5% of 
the gross sale price of any property or goods sold by auction. 

Advance tax at the time of Sales by auction  

 

The rate of collection of tax under section 236A shall be 10% of 
the gross sale price of any property or goods sold by auction. 

 

New Divisions  
 

Division XI Advance tax on functions and gatherings  

 

The rate of tax to be collected under each sub-sections (1) and (2) of section 236D shall be 10%. 

 

Division XII 

 

Advance tax on foreign-produced films and TV plays  

 

Rate of collection of tax under section 236E shall be as follows: - 

  

(a)  Foreign-produced film  Rs. 1,000,000 
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(b)  Foreign-produced TV drama serial  Rs.100,000 per episode  

(c)  Foreign-produced TV play (single episode)  Rs. 100,000  
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Division XIII 

 

(1) The rate of tax to be collected under section 236F in the case of Cable Television Operator shall be as follows:-  

 

License Category as 
provided in PEMRA Rules 

2009 

Tax on License Fee Tax on Renewal 

H Rs.7,500 Rs.10,000 

H-1 Rs.10,000 Rs.15,000 

H-II Rs 25,000 Rs.30,000 

R Rs.5,000 Rs.30,000 

B Rs.5,000 Rs.40,000 

B-1 Rs.30,000 Rs.50,000 

B-2 Rs.40,000 Rs.60,000 

B-3 Rs.50,000 Rs.75,000 

B-4 Rs.75,000 Rs.100,000 

B-5 Rs.87,500 Rs.150,000 

B-6 Rs.175,000 Rs.200,000 

B-7 Rs.262,500 Rs.300,000 

B-8 Rs.437,500 Rs.500,000 

B-9 Rs.700,000 Rs.800,000 

B-10 Rs.875,000 Rs.900,000 

 

(2) The rate of tax to be collected under section 236F in the case of other Distribution Service shall be as follows;- 
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Type of Channel  as 
provided in PEMRA Rules 

2009 

Tax on issuance   
License 

Tax on Renewal 

IPTV Rs. 100,000 Rs.1,000,000 

FM-Radio  Rs. 100,000 Rs. 100,000 

MMDS Rs. 200,000 Rs. 100,000 

MOBILE TV Rs. 100,000 Rs.50,000 

Satellite TV station  

News  of current  Rs.1000,000 Rs.2,000,000 

Sport  Rs.1000,000 Rs.1000,000 

Regional language  Rs. 700,000 Rs. 700,000 

Health or Agro Rs. 300,000 Rs. 300,000 

Education  Rs.300,000 Rs.300,000 

Entertainment  Rs.1000,000 Rs.1000,000 

Specialized subject station  Rs.500,000     Rs.  200,000 

Landing rights per channel  

New/ Current Affairs  Rs.1000,000 Rs.5,000,000 

Sports  Rs.500,000 Rs.2,500,000 

Education  Rs.200,000 Rs.1000,000 

Entertainment  Rs.200,000 Rs.2,000,000 

Children  Rs.350,000 Rs.1,500,000 
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Division XIV Advance tax on sale to distributors , dealers wholesalers  

 

The rate of collection of tax under section 236G shall be 0.1% of the gross amount  of sales. 

Division XV Advance tax on sale to retailers;- 

 

The rate of collection of tax under section 236H shall be 0.5% of the gross amount  of sales. 

 

Division XVI Collection of advance tax by educational institutions:- 

 

The rate of collection of tax under section 236I shall be 5% of the amount fee. 

Division XVII 

 

Advance tax on dealers, commission agent and arhatis , etc. 

The rate of collection of tax under section 236J shall be as follows;- 

Group  Amount of tax ( per annum )  

Group-A Rs.10,000 

Group-B Rs.7,500 

Group-C Rs.5,000 

Any other category  Rs.5,000 
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Annexure “C” 

 

 

Second Schedule: Exemptions 
 

 SECOND SCHEDULE 

Part -1 

Clause   

53A The following perquisites received by an 
employee by virtue of his employment, namely:-  

 

(i) free or concessional passage provided by 
transporters including airlines to its employees 
(including the members of their household and 
dependents); 

 

 

Omitted  

92  Any income of any university or any other 
educational institution established in the most 
affected and moderately affected areas of 
Khyber Pakhtunkhwa, FATA and PATA, for a 
period of two years ending on the 30th day of 
June, 2011.] 

 

 

Omitted  

103B Any dividend in specie derived in the form of 
shares in a company, as defined in the 
Companies Ordinance, 1984 (XLVII of 1984): 

 

Provided that when such shares are disposed off 
by the recipient, the amount representing the 
dividend in specie shall be taxed in accordance 
with provisions of section 5 of this Ordinance 
and the amount, representing the difference 
between the consideration received and the 
amount hereinabove, shall be treated in 

 

 

Omitted  
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accordance with provisions of section 37 or 
section 37A, as the case may be.] 

   (126E) income derived by a zone enterprise as defined in Special Economic 
Zones Act ,2012 (XX of 2012) for a period of ten years starting from the date the 
developer certifies that the zone enterprise has commenced commercial 
operation and for a period of ten years to a developer of zone starting from the 
date of signing of the development agreement in the special economic zone as 
announced by the Federal Government.  

 

 PART –II 

REDUCTION IN TAX RATES 

  New Clause (28)  

“The rate of tax under section 148 on import of hybrid cars shall be 
reduced as below;- 

 

Engine capacity  Rate of reduction  

Up to 1200 cc 100% 

1201 to 1800 cc 50% 

1801 to 2500 cc 25% 

 

 

 PART III 

REDUCTION IN TAX LIABILITY 

 

Clause -1 1)  Any amount received as- 

 

(a)  flying allowance by pilots, flight 
engineers, navigators of Pakistan Armed Forces, 
Pakistani Airlines or Civil Aviation Authority, 
Junior Commissioned Officers or other ranks of 

 

Omitted 



     

        KF &Co. Budget Overview       37 
 

Pakistan Armed Forces; and 

 

(b)  submarine allowance by the officers of 
the Pakistan Navy, 

shall be taxed @ 2.5% as a separate block of 
income. 

 

Clause -2 The tax payable by a full time teacher or a 
researcher, employed in a non profit education 
or research institution duly recognized by Higher 
Education Commission, a Board of Education or 
a University recognized by the Higher Education 
Commission, including government training and 
research institution, shall be reduced by an 
amount equal to 75% of tax payable on his 
income from salary. 

 

 

Omitted 

Clause -7 Where any company engaged in the business of 
distribution of cigarettes manufactured in 
Pakistan is required to pay minimum tax on the 
amount representing its turnover under section 
113, the amount of tax payable under the said 
section shall be reduced by eighty percent. 

 

Where any taxpayers engaged in the business of distribution of cigarettes 
manufactured in Pakistan is required to pay minimum tax on the amount 
representing its turnover under section 113, the amount of tax payable under the 
said section shall be reduced by eighty percent. 

 

 PART –IV 

EXEMPTION FROM SPECIFIC PROVISIONS 

 

  New Clause (56A) 

“The provisions of sub-section (7) of section 148 and clause (a) of sub-section 
(1) of section 169 shall not apply to a person who is liable to withholding tax 
under section 236E.” 
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Clause (59)  (iv)  in the case of any resident individual, no 
tax shall be deducted from income or 
profits paid on,- 

 

(a)  Defence Savings Certificates, Special 
Savings Certificates, Savings 
Accounts or Post Office Savings 
Accounts, or Term Finance 
Certificates (TFCs), where such 
deposit does not exceed one hundred 
and fifty thousand rupees; and 

 

(b)  Investment in monthly income Savings 
Accounts Scheme of Directorate of 
National Savings, where monthly 
instalment in an account does not 
exceed one thousand rupees.] 

 

(iv)  in the case of any resident individual, no tax shall be deducted from 
income or profits paid on,- 

 

(a)  Omitted  

 

 

 

 

 

 

 

(b)  Investment in monthly income Savings Accounts Scheme of 
Directorate of National Savings, where monthly instalment in an 
account does not exceed one thousand rupees.] 

 

 

 

 New clause (72) 

“The provisions of clause (l) of section 21, sections 113 and 152 shall not apply 
in case of a Hajj Group Operator in respect of Hajj operations provided that the 
tax has been paid at the rate of Rs.3,500 per Hajji for the tax year 2013 and 
Rs.5,000 per Hajji for the tax year 2014 in respect of income from Hajj 
operations.  

(72B) the provisions of section 148 shall not apply to an industrial undertaking if 
the tax liability for the current tax year, on the basis of determined tax liability for 
any of the preceding two tax years, whichever is the higher, has been paid and a 
certificate to this effect is issued by the concerned Commissioner 
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Annexure “D” 

Third Schedule 

 THIRD SCHEDULE  

PART II 

INITIAL ALLOWANCE [AND FIRST YEAR ALLOWANCE 

Clause (1) The rate of initial allowance under section 23 
shall be 50% for plant and machinery and 25% 
for buildings. 

The rate of initial allowance under section 23 shall be 25% for plant and 
machinery and for buildings the rate of initial depreciation  remain unchanged 

   

   

 

Seventh Schedule 

 SEVENTH SCHEDULE 

RULES FOR THE COMPUTATION OF THE PROFITS AND GAINS OF A BANKING COMPANY AND TAX PAYABLE THEREON 

Clause -6  

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

 

 

 

Provided also that the dividend received from Money Market Funds and Income 
Funds shall be taxed at the rate of 25% for tax year 2013 and onwards. 
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