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This handbook attempts to cater the needs of the various queries forthcoming by our clients. We have attempted to apprise them
with a comprehensive explanation of the implications and effect that this Finance Bill has brought about. The handbook encompasses
the amendments in the Income Tax Ordinance, Sales Tax Act, Customs Act, Federal Excise Act and Capital Value Tax. The applicable
amendments in the laws are effective from July 1, 2009 unless otherwise specified.

The commentary should be read in conjunction with the applicable sections of the respective Ordinances, Acts and Rules along
with the text of the Finance Bill 2009. This commentary attempts to provide with a general guideline and thus should not be
considered as a conclusive and enforceable document. Professional advice should be sought before acting on any amendment
in the Finance Bill or on our comments.

We hope that this Handbook enhances your perception of Budget 2009. For your better understanding and convenience, we
have also drafted a Tax Planning Guide appended to this handbook.

This Handbook is the property of Horwath Hussain Chaudhury & Company and is compiled for the exclusive use of its clients
and employees. No part of this Handbook may be reproduced except with prior permission of Horwath Hussain Chaudhury &
Company.

Although best efforts have been made to ensure accuracy of the information in the Handbook any errors and omissions are
regretted.

Lahore
June 15, 2009
www.horwath.com.pk
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Budget, 2009-2010
Budget, 2009-2010

1

Salient Features of the Budget

The total outlay of budget 2009-10 is Rs. 2.482 trillion. This size is 23.5% higher than the size of budget estimates
for 2008-09.

The resource availability during 2009-10 has been estimated at Rs. 2,318 billion against Rs. 1,836 billion in the budget
estimates of 2008-09.

Net revenue receipts for 2009-10 have been estimated at Rs. 1,372 billion indicating an increase of 23.5% over the
budget estimates of 2008-09.

The provincial share in federal revenue receipts is estimated at Rs. 655 billion during 2009-10 which is 15.3% higher
than the budget estimates for 2008-09.

The capital receipts (net) for 2009-10 have been estimated at Rs. 191 billion against the budget estimates of Rs. 221
billion in 2008-09.

The external receipts in 2009-10 are estimated at Rs. 510 billion. This shows an increase of 70% over the budget
estimates for 2008-09.

The overall expenditure during 2009-10 has been estimated at Rs. 2,482 billion of which the current expenditure is
Rs. 1,699 billion and Public Sector Development Program (PSDP) at Rs. 803 billion. Current expenditure shows a
decrease of 3.5% over the revised estimates of 2008-09, while PSDP will increase by 68.1% in 2009-10 over the
revised estimates of 2008-09.

The share of current expenditure in total budgetary outlay for 2009-10 is 68.5% as compared to 79% in revised
estimates for 2008-09.

The expenditure on General Public Services (inclusive of debt servicing transfer payments and superannuation allowance)
is estimated at Rs. 1,189 billion which is 70% of the current expenditure.

The size of Public Sector Development Program for 2009-10 is Rs. 646 billion. While for Other Development Expenditure
an amount of Rs. 157.1 billion has been allocated. The PSDP shows an increase of 85% over the revised estimates of
2008-09.

The provinces have been allocated an amount of Rs. 200 billion for budget estimates of 2009-10 in their PSDP.

A new 'IDP Tax' in the 2009-10 to raise additional funds of Rs. 1.4 billion for rehabilitation of the displaced persons
of Swat, Dir and Bunir (IDPs).
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Comparative Budgetary Position 2009-2010 & 2008-2009

Receipts

Net Federal Revenue Receipts (A)

Tax Revenue (FBR)

Tax Revenue (Other than FBR)

Non Tax Revenue

Gross Revenue Receipts

Less: Provincial Share in Taxes

Net Capital Receipts (B)

External Resources (C)

Self Financing of PSDP by Provinces (D)

Change in Provincial Cash Balance (E)

Privatization Proceeds (F)

Bank Borrowings (G)

TOTAL RESOURCES (A+B+C+D+E+F+G)

Budget, 2009-2010

1,513.10

-

513.60

 2026.70

   655.20

1371.50

   190.50

   510.40

   173.00

     72.90

  19.40

144.60

2,482.30

(Rs. in Billion)

1,251.46

-

 427.78

 1,679.24

 568.34

1,110.90

  221.30

 300.17

 124.41

 78.92

 25.11

 149.01

2,009.82

(Rs. in Billion)

2009-2010 2008-2009



Tax Handbook

3

Expenditures

Current Expenditure (A)

General Public Services

Defence Affairs and Services

Public Order and Safety Affairs

Economic Affairs

Environment Protection

Housing and Community Amenities

Health Affairs and Services

Recreational, Culture Services

Education Affairs and Services

Social Protection

Development Expenditure (B)

Federal Government

Provincial Government

Other Development Expenditure (C)

Estimated Operational Shortfall (D)

TOTAL EXPENDITURES (A+B+C-D)

Budget, 2009-2010

1189.10

342.90

34.60

84.90

0.40

1.50

6.50

3.70

31.60

3.90

1,699.10

446.00

200.00

1,292.00

157.10

-20.00

2,482.30

(Rs. in Billion)

2009-2010 2008-2009

929.52

296.08

26.77

201.25

0.21

1.36

5.49

3.19

24.63

4.79

1,493.18

   399.71

   150.00

    549.71

   43.92

    -77.00

2,009.82

(Rs. in Billion)
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Budget, 2009-2010

Breakup of Receipts

Breakup of Expenditures

Net Revenue Revenue Net Capital Receipts External Resources

Self Financing of PSDP by Provinces Change in Provincial Cash Balance Privatization Proceeds

Bank Borrowings

General Public Services Defence Affairs and Services Public Order and Safety Affairs
Economic Affairs Environment Protection (Negligible) Housing and Community Amenities
Health Affairs and Services Relational, Cultural and Religion Education Affairs and Services
Social Protection Federal Government Provincial Government

55.3%
5.8%0.8%2.9%

7.0%

20.6%

7.7%

Estimated Operational ShortfallOther Development Expenditure

47.1%

3.4%
1.4%13.6%

0.8%

6.2%

7.9%

17.7%

0.2% 1.3% 0.1%

0.1%

0.3%
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Income Tax Ordinance, 2001

Pre-requisite for filing of return of total income proposed that any person owning immovable property with a
land area having 500 sq. yards, flat having covered area 2000 sq.ft or owns a motor vehicle having engine
capacity of 1000CC or more shall file return of income

The basic limit of exemption from income tax in respect of salaried persons is proposed to be increased from
Rs. 180,000 to Rs. 200,000. In the case of women salaries taxpayers, this limit is proposed to be increased
from Rs. 240,000 to Rs. 260,000

It is proposed to disallow filing of revised return in cases, where the department has initiated proceedings
for amendment of assessment order

Upper limit of taxable income for 50% relief in tax liability enhanced from Rs. 500,000 to Rs. 750,000

Withholding tax rate for cigarettes and pharmaceutical products distributors is being reduced from 3.5% to 1%.

Rate of compensation on delayed refunds is being increased from 6% to 10% per annum and has also been
linked with KIBOR

Under the existing provisions of the Income Tax Ordinance, a person is entitled to tax credit on interest payment
of housing loans up to 45% of the taxable income or Rs. 500,000 whichever is lower. The said limits are
proposed to be enhanced to 50% and Rs. 700,000 respectively

An amendment has been proposed in Section 235 of the Income Tax Ordinance by virtue of which the tax
deducted on the monthly electricity bills exceeding Rs. 30,000 will be adjustable which consequently could
be refunded

Last year amendment was made in the Seventh Schedule to the Income Tax Ordinance whereby the banks were
deprived of the facility to claim deduction on account of provisions of non-performing loans. This facility is
being restored. However, the same is proposed to be restricted to 1% of the total advances made by the bank
in a tax year

Before amendment made through Finance Act, 2008 withholding tax on imports was collected @ 5% which
was reduced to 2%. The benefit of reduction in tax rate could not be passed on to end users therefore; the
rate is proposed to be enhanced to 4% across the board

Presently, advance tax is payable in four quarterly installments on the basis of last assessed income. It is
proposed that for working out the advance tax liability the sales should also be taken in to account

The concept of minimum tax @ 0.5% on turnover reintroduced

Presently, the indenting commission is being taxed @ 1% of the gross receipts whereas the general rate for
commission and brokerage is 10%. In view of the gross disparity in the rate it is proposed to be enhanced
to 5%

The scope of advance tax collection on purchase of new locally manufactured motorcar/jeep is proposed to
be extended to all types of motor vehicles

In order to raise funds for the rehabilitation of internally displaced persons (IDPs) of Swat, Dir & Bunir it is
proposed to charge 5% tax on tax payable by individuals and AOPs whose taxable income exceeds one million
rupees

In order to support IDPs in their habilitation a new tax is being proposed to be charged on bonus income of
corporate executives @ 30% of the bonus. This is a one time levy and payable for tax year 2009 only

Finance Bill Highlights
Finance Bill Highlights
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The additional tax rate of 12% being low as compared to prevailing interest rate on bank loan gives temptation
for delaying payment of tax. It is therefore, proposed to increase the rate of additional tax to 15% per annum

Passenger transport vehicles proposed to restrict the value of such vehicle to Rs. 1.5 million for the purpose
of depreciation

Presently the large trading houses are exempt from payment of withholding tax on imports as well as sales
of goods. The facility of exemption of tax at import stage is being withdrawn. However, the tax so collected
will be adjustable against final tax liability

An amendment has been proposed in section 154 whereby the Collectorate of Customs shall collect tax @ 1%
at the time of clearing goods for export made without form ÒEÓ. Presently such exports are mainly allowed
to Afghanistan through land routs

It is proposed that the taxpayer would be required to furnish copies of challan or other equivalent document
in support of claims of tax payments

It has been proposed that in certain cases where departmental appeals are pending in courts the Commissioner
will be empowered to withhold refunds

An amendment has been proposed to restrict the revaluation of the asset only in the year of occurrence on
account of exchange fluctuation

Revision of final tax statement allowed on account of any omission or wrong statement of particulars of income

The empowerment of motor vehicle registration authorities has been reinforced to collect advance tax payable
on purchase of a new locally manufactured motor vehicle at the time of registration of such vehicle

It is being made mandatory that the taxpayers who are required to file wealth statement shall also file wealth
statement reconciliation giving necessary details and documents in support thereof

An amendment has been proposed in section 177 of the Income Tax Ordinance 2001 to empower the
Commissioner of Income Tax to delegate powers to a chartered accountant firm for conducting audit of a
taxpayer

Harmonization of different tax laws namely Income Tax, Sales Tax, Customs and Federal Excise Duty that mainly
relate to appellate proceedings, appeal fees, fine, penalties and appointment of Special Judges

Commercial importers, exporters and service providers are being required to file normal return of income
instead of simple statement. Further tax deducted/collected from such taxpayers would be treated as minimum
instead of final tax.

It is proposed that obtaining of NTN may be made mandatory for purchase of property, obtaining commercial
and industrial gas/electricity connection and opening of a bank account. All NTN holders are also proposed
to file returns necessarily

Taxation Officers are being empowered to pass best judgment assessment orders in the cases of the taxpayers
who failed to furnish statutory statement as required under section 115 of the Income Tax Ordinance, 2001.

Manufacturers by allowing tax credit at 2.5% of the tax payable if they are able to make at least 90% of their
sales to sales tax registered persons

The exemption regime provided under the second schedule to the Income Tax Ordinance has been reviewed
to delete the redundant and unjustified exemptions as per detail given in the Finance Bill

6
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Sales Tax Act, 1990

The time limit which the Collector can extend in adjudication of Sales Tax cases has been reduced from 120
to 60 days

Introduction of penalty / imprisonment for obstructing any sales tax officer while performing in the premises
of taxpayer

Redefining the time period regarding reopening of any decision or order by the Board or Collector to three
years

The system of ADRC has been regularized by extending time period to 180 days for submission of recommendation
and period of 45 days for passing of orders by the Board

Linking of KIBOR with the default surcharge and ascertaining the compensation for delayed refund of Sales
Tax Act, 1990

Harmonization of provisions regarding appeals to Appellate Tribunal under Sales Tax Act, 1990 with Customs
Act, 1969

Extended time period for maintenance of record till the conclusion of any matter relating in any legal forum.

Customs Act, 1969

Definition of ÒdocumentÓ is being amended to include certificate of country of origin, Vessel Information Report
(VIR), Carrier Declaration Information

Definition of KIBOR (Karachi Inter Bank Offered Rate) is being added for purpose of the Act and surcharge
rates have been prescribed as KIBOR plus three per cent per annum

Due to increase in prices of gold and other precious items, the limit for taking cognizance under the smuggling
related provisions is being enhanced from Rs.50,000 to Rs.200,000

Offences relating to goods imported or exported in violation of intellectual property rights shall be adjudicated
by appropriate officers of customs

Director Custom Valuation empowered to determine customs value on his own motion to control under invoicing
more effectively

Time limit of 30 days prescribed for filing of review application against determination of customs value with
Director General Customs Valuation

Refund shall not be allowed if sanctioning authority is satisfied that incidence of customs duty and other levies
has been passed to the buyer or consumer

Deemed declaration by a passenger, that no dutiable goods are cleared where the persons avails greens
channel facility

Principal Appraiser and Superintendent of Customs are empowered to adjudicate petty cases not exceeding
Rs.50,000

Period of reopening of cases enhanced from two to three years

Retention of record is to be linked to final decision in case any proceedings in any legal forum

Finance Bill Highlights
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Custom duty in respect of pharmaceutical ingredient, chemicals, drugs and diagnostic stick has been reduced
subject to approval of ministry of health

Categories of plant & machinery have been exempted form whole of sales tax and so much of the Customs duty

Temporary imported  specified goods subject to subsequent exportation been exempted subject to certain
subject term & condition

Federal Excise Act, 2005

Reduction of Federal Excise Duty on cement from Rs. 900 / PMT to Rs. 700/ PMT.

Reduction of Federal Excise Duty on cement is aimed at providing cement at cheaper rate which will encourage
construction activities in the country

Withdrawal of 5% Federal Excise Duty on motor cars aiming at providing motor cars at lower rate

Reduction of Federal Excise Duty on telecommunication services from 21% to 19 % is aimed at reducing the
cost of the service

Reduction of activation charges of cellular phones from Rs. 500 to Rs. 250 is aimed at reducing the cost of
new connection of mobile phones

Withdrawal of Exemption on import of ware potatoes and onion is aimed at providing protection to local growers
of potatoes and onion

Enhancement of rate of Federal Excise Duty on locally produced Cigarette

To generate additional revenue for meeting dire national needs the scope of FED on advertisement has been
increased

Levy of twenty paisa per SMS in addition to the rate specified for telecommunication services is aimed at
meeting revenue requirements

The rate of FED on insurance services from 10% to 16% in VAT mode is aimed at widening tax net

The FED @ 16% in VAT mode has been levied on fund / non-fund services provided by banking companies
and non-banking financial companies to widen the tax net

The FED @ 16% at VAT mode has been levied on services provided by the port and terminal operators including
wharfage in respect of imports to widen tax net

The FED @ 16% in VAT mode has been levied on services provided by stock brokers is aimed at widening
the tax net

In order to keep the rate of default surcharge higher than the interest rates of banks to avoid short filing
bythe taxpayers, KIBOR (Karachi Inter Bank Offered Rates) plus 3% has been introduced

Reduction in the period by which the Collector / Federal Excise Officer can extend the time limit for adjudication
of cases under Sales Tax Act, 1990

Capital Value Tax (Finance Act, 1989)

The real estate sector is known to be the most under taxed sector of the economy which usually attracts black
economy. In order to curb the speculative tendency and discourage non productive investment the rate of CVT
on transfer of immoveable property is being enhanced from 2% to 4%.8

Finance Bill Highlights
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Authority of ÒDirector GeneralÓ Defined Section 2(17A)

The proposed insertion seeks to insert the definition of Director General that means a person appointed as Director General
of Regional Tax Office or Large Taxpayers Unit under Section 208 and includes a Director General of Income Tax, Sales Tax,
Federal Excise Duty (FED) and Regional Commissioner of Income Tax.

In the wake of transitional phase of integration of Inland Revenue the definition also encompasses the authorities of Sales
Tax and Federal Excise Duty.

Definition and Taxation Scope of Dividend Broadened Section 2(19), 5(1) & 150

The investment policy freely allows repatriation of dividends, profits and equity, by virtue of Finance Act, 2008 the repatriation
of after tax profit to a foreign company was made taxable as dividend at the rate of 10% at the time of repatriation and
treated as final tax. The proposed insertion seeks to insert the phraseology of remittances to clarify it as repatriation of
dividend.

The Bill also seeks to remove the anomaly in taxation of dividend and seeks to include the charge of tax on deemed dividend
as per inclusive definition of dividend.

Presently the resident companies are liable to act as withholding agent on payment of dividends. The Bill proposes to
substitute Òresident companyÓ with ÒpersonÓ to broaden the scope of withholding tax on dividends by considering non-
residents and Permanent Establishments of non-residents as withholding agent.

Definition of ÒKIBORÓ Inserted Section 2(30AA)

KIBOR is the acronym of Karachi Inter Bank Offered Rate. The proposed insertion seeks to include the definition of KIBOR
as Karachi Inter Bank Offered Rate applicable on the first day of each quarter of the financial year, to link the compensation
on delayed refund and additional tax with KIBOR.

Definition of ÒRCITÓ Omitted Section 2(48A)

By virtue of change in nomenclature of RCIT to DG Taxes, the redundant definition is proposed to be omitted.

Special Taxation on Bonus of Corporate Executive Section 12(2)(a)

The proposed insertion seeks to introduce one time levy of tax on bonus of corporate executives, with salary of
Rs. 1.0 million or more, as a separate block of income at 30%. Such tax is proposed retrospectively for the Tax Year 2009
to raise funds right away for Internally Displaced Persons.

Loss on Livestock Allowed as Admissible Deduction Section 20(1A)

The Bill proposes to allow the loss on livestock as an admissible deduction being difference between the actual cost and
amount realized in order to promote the dairy and livestock sectors. The loss is available for deductions subject to the
condition that animals have been used for business purposes otherwise than as stock in trade and have died or become
useless for such purposes.

Ceiling on Depreciation Claim on  Passenger Vehicles Reintroduced Section 22(13)(a)

The Bill seeks to cap the value of passenger vehicles at Rs. 1.5 million for computing of depreciation allowance. Currently,
depreciation is being charged on full amount of vehicle.

Tax Handbook



Accelerated Depreciation to Alternate Energy Projects Section 23B

In the wake of ongoing severe power crisis, the Government, by virtue of Finance Bill, 2009 has given tax incentive on alternate
energy projects in the form of initial depreciation allowance at the rate of 90 per cent on the cost of any plant, machinery
and equipment installed for generation of alternate energy by an industrial undertaking set up anywhere in Pakistan and
owned and managed by a company. Initial depreciation allowance shall be allowed on plant, machinery and equipment put
to use after July 1, 2009 provided that these have not been previously used in Pakistan.

Tax Credit on Charitable Donations Section 61(2)

The Bill proposes to substitute 15% with 20% of taxable income in case of companies for determination of eligible amount
of donations to compute the tax credit thereon.

Threshold for Tax Credit on Profit on Debt Enhanced Section 64(2)

Currently, under the provisions of Income Tax Law, a person is entitled to tax credit on interest payment of housing loans
upto 40% of the taxable income or Rs. 500,000 whichever is lower. The Bill seeks to substitute the 40% with 50% of taxable
income and Rs. 500,000 with Rs. 750,000 whichever is lower.

Tax Credit on Sales Made to Sales Tax Registered Persons Section 65A

The Bill proposes to allow tax credit to manufacturers registered under the Sales Tax Act, 1990 at 2.5% of tax payable for
a tax year, provided that 90% sales are made to the persons registered under the Sales Tax Act, 1990. However, such
credit would not be allowed to taxpayer covered under final tax or are liable to pay minimum tax.

Currency Fluctuation on Foreign
Currency Loan for Depreciation Purposes Allowed Section 76(5)

Presently, taxpayers are allowed to rework the cost of an asset, purchased against a loan in foreign currency, for the purpose
of depreciation whereby there is gain or loss on the repayment of foreign currency loan liability . An amendment has been
proposed to restrict the revaluation of asset only in the year of occurrence of exchange fluctuation and its impact on account
of foreign currency fluctuation can neither be carried forward nor carried back.

Minimum Tax Reintroduced Section 113 & 2(70A)

The Bill proposes to reintroduce minimum tax at 0.5% on turnover that was abolished vide Finance Act, 2008. The abolition
of minimum tax was a positive step to move away from a minimum tax regime and provide relief to loss making units. The
proposed insertion seeks to reinstate the provisions of regressive taxation in place and the Bill also seeks to make corresponding
insertions wherever the reference of Section 113 is given.

Minimum tax is applicable at the rate of 0.5% to a resident company whereby no tax is payable altogether or tax liability
comes out less than the 0.5% of turnover due to the following reasons:

company is suffering from loss for the year
the setting off of a loss of an earlier year
exemption from tax
the application of credits or rebates
the claiming of allowances or deductions (including depreciation and amortization deductions)

Under the provisions of Section 113 turnover is treated as the income of the person for the year chargeable to tax and tax
is paid thereon an amount equal to one-half per cent of the personÕs turnover for the year. Where turnover tax paid exceeds
the actual tax payable under Part 1, Division II of the First Schedule, the excess amount of tax paid shall be carried forward
for adjustment against tax liability under the aforesaid Part of the subsequent tax year:

10
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Provided that the amount under this clause shall be carried forward and adjusted against tax liability for three tax years
immediately succeeding the tax year for which the amount was paid.

ÒTurnoverÓ means:

the gross receipts, exclusive of Sales Tax and Federal Excise duty or any trade discounts shown on invoices,
or bills, derived from the sale of goods, and also excluding any amount taken as deemed income and is
assessed as final discharge of the tax liability for which tax is already paid or payable;

the gross fees for the rendering of services for giving benefits including commissions; except covered by final
discharge of tax liability for which tax is separately paid or payable;

the gross receipts from the execution of contracts; except covered by final discharge of tax liability for which
tax is separately paid or payable; and

the companyÕs share of the amounts stated above of any association of persons of which the company is a
member.

Tax on Income of Certain Retailers Rationalized Section 113B

The Bill proposes to exclude the turnover relating to presumptive tax regime for taxation under the Fixed Tax Scheme.

Mandatory Filing of Return of Total Income Section114(1) & (6)

The Bill proposes mandatory filing of return of total income for any person, irrespective of the fact whether they have any
income source or not, who owns:

land area of 500 square yards or more
a flat having covered area of 2000 square feet or more
a motor vehicle having engine capacity above 1000 CC; and
any person who has obtained National Tax Number

The Bill seeks to substitute Subsection 6 of Section 114 to elaborate the procedure of revising the return of total income
within the timeframe of 5 years and such facility cannot be availed where the Department has initiated the proceedings on
the matter on which revision of return is based.

Mandatory e-Filing of Return of
Total Income for Salaried Individuals Section 115(1) & (4A)

The Bill proposes mandatory electronic filing of returns for salaried individuals with income exceeding Rs. 500,000 or more
along with wealth statement.

The Bill further proposes to revise the simplified statements of final tax regime wherein there is any omission or wrong
statement within the timeline of 5 years from the end of the financial year in which the original statement was furnished.

Threshold for Wealth Statement
for Final Tax Regime (FTR) Prescribed Section 115(4B)

The Bill seeks to require every person (other than a company) who has paid tax amounting to Rs. 20,000 or more falling
under final tax regime (FTR) to file a wealth statement along with reconciliation thereof.

Wealth Reconciliation Statement Made Mandatory Section 116(1)

The Bill proposes to make the filing of wealth reconciliation statement mandatory along with the wealth statement.
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Best Judgement Assessment in Case of Failure
to File Final Tax Statement Demanded by Commissioner Section 121(1)(aa)

The Bill seeks to empower the Commissioner of Income Tax to make best judgement assessment in case of non-filing of final
tax statement as notified by Commissioner to any person who is originally required to file such statement.

Limitation for Amendment of Assessment Section 122(2) & (4)

Under the Tax Assessment Scheme, the Commissioner is empowered to amend an assessment order treated as issued under
Section 120. Such amendment order can be passed within five years after the Commissioner has issued or is treated as
having issued the assessment order on the taxpayer.

By virtue of Finance Bill, 2009 orders can now be amended by the Commissioner after the expiry of five years from the end
of the financial year in which the Commissioner has issued or treated to have issued the assessment order to the taxpayer.

Where an assessment order has been amended by the Commissioner or as a result of filing of a revised return by the taxpayer,
the Commissioner is empowered to further amend original assessment as many times as necessary.

Appeal to Commissioner (Appeals) Section 127(1)

The Bill proposes to impart a right to the taxpayer to file an appeal against the order passed by Commissioner or taxation
officer under Section 205 (Additional Taxes).

The Bill further seeks to limit the appeal fee upto Rs. 1,000 in case of an appeal against an assessment.

Timeline for Disposal of Appeal Before CIT (Appeals) Reframed Section 129(4)

By virtue of Finance Bill, 2009 the proposed amendment seeks to rewrite the timeline for disposal of appeal i.e. 120 days
from the date of fling of appeal. This timeline may further be extended by 60 days upon recording the reasons of delay in
writing.

Power to Constitute Single Member Bench of ITAT Section 130(8A) & (8AA)

The proposed insertion seeks to empower the Chairman to constitute as many single member benches as he may deem
necessary to hear cases specified by the Federal Government.

The Bill seeks to put cap on the disputed revenue of five million rupees that are being heard by the single member bench.

Opportunity to Hear Respondents Made
Mandatory to Entertain Stay on Recovery Section 131(5)

The proposed insertion of proviso seeks to mandate the opportunity of hearing respondent to dispose off application for
stay of recovery.

System of ÒAlternative Dispute ResolutionÓ Regularized Section 134

 The Bill proposes to regularize the system of alternative dispute resolution as follows:

Scope of ADRC Revised Section 134A(1)

Alternative dispute resolution committee can not take into consideration matters where prosecution proceedings have been
initiated or where interpretation of question of law is involved.
 

12
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Appointment of Committee Section 134A(2)

The Board is required to appoint the committee within 60 days of the application by an aggrieved person.

Recommendation by the Committee Section 134A(3)

The Committee is required to make its recommendations within 180 days.

Dissolution of Committee Section 134A(3A)

The Board is empowered to dissolve the committee where the committee fails to give its recommendations within the stipulated
timelines. Further, the Board shall constitute a new committee after dissolution of existing committee.

Order by the Board Section 134A(4)

The Board shall make an order within 45 days of the receipt of the recommendations by the committee.

CommissionerÕs Power for Recovery of Tax Enhanced Section 138(2)(aa)

The Bill seeks to empower the Commissioner to stop removal of any goods manufactured, stored or kept by the taxpayer or
any other person on behalf of the taxpayer for recovery of tax. Provided that outstanding demand payable by the taxpayer,
for which recovery proceedings has been initiated, shall be confirmed by the Appellate Tribunal.

Advance Tax Payment Criteria
of  Tax vis-ˆ-vis Turnover Revived Section 147(1), (4AA), (4AAA) & (6A)

The Bill proposes to reintroduce the criteria of advance tax payment on the basis of turnover for companies and AOPs that
was prevalent before the Tax Year 2004, however, vide Finance Act, 2004 the criteria for payment of advance tax was kept
uniform for all categories of taxpayers. The Bill proposes that in case of companies and AOPs there is no threshold for
payment of advance tax, however, in the case of individuals no advance tax is payable whereby the latest assessed income
is less than Rs. 200,000.

In the wake of reintroduction of minimum tax, the payment of advance tax liability in the scenario of minimum tax has also
been reinstated. The criterion for payment of advance tax for new business on the basis of minimum tax on turnover has
been reintroduced.

Tax Collected on Commercial Imports be Treated as Minimum Tax Section 148

The proposed amendment seeks to modify the taxation scheme on commercial imports. Presently, the tax collected at port
stage on the commercial imports @ 2% is assumed as the final tax and a simplified statement is required to be filed in lieu
of return of total income. The proposed amendment seeks to treat the tax colleted at the port stage as a minimum tax meaning
thereby the tax cases of such taxpayers would be processed under normal law and tax liability would be determined under
the clutches of normal law, however, it would not be less than the tax collected at source.

The Bill further seeks to make substitution to enhance the prescribed threshold of paid up capital for large trading houses
from 100 million rupees to 250 million rupees and the threshold for large trading houses of own total assets exceeding 100
million rupees to 350 million rupees to treat the tax deducted at source as an adjustable tax against the final tax liability.

Tax Collected on Services be Treated as Minimum Tax Section 153(6)

Currently, the tax deducted on payments on account of services @ 6% is treated as final tax except for companies. The
proposed amendment seeks to modify the taxation scheme on receipt of payments on account of rendering or providing of
services whereby the tax deducted at source would be treated as minimum tax meaning thereby the tax cases of such taxpayers
would be processed under the clutches of normal law and tax liability would be determined accordingly, however, tax liability
would not be less than the tax deducted at source.
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Non-Profit Organizations Made Liable to Act as Withholding Agent Section 153(9)

The Bill proposes to add in Non-profit Organizations (NPO) as withholding agent in an effort to expand the tax base measure.
This is not a positive move in NPOs perspective as they would have to make extra effort to comply with withholding provisions
efficiently and in timely manner.

Definition of ÒManufacturerÓ Modified Section 153(9)

By virtue of Finance Bill, 2008 definition of manufacturer was inserted under the context of withholding tax provisions to
remove any ambiguity. Manufacturer is defined as a person who is engaged in production or manufacturing of goods that
includes:

any process in which an article singly or in combination with other articles, material, components, is either
converted into another distinct article or produce is so changed, transferred, or reshaped that it becomes
capable of being put to use differently or distinctly; or
a process of assembling, mixing, cutting, packing, repacking or preparation of goods in any other manner.

The proposed amendment seeks to exclude the exclude the processes of packing and repacking from the definition of
manufacturer.

Tax Collection Methodology on
Exports Through Land Routes Modified Section 154(3C)

Presently, the tax on exports is deducted at the time of realization of export proceeds, however, in the recent time the
loopholes in such deduction surfaced on exports through land routes. The Bill seeks to modify the point of collection of tax
on exports through land routes at the time of clearing of goods rather than on realization of export proceeds.

Tax Collected on Exports to be Treated as Minimum Tax Section 154(4)

Presently, the tax collected on export realization proceeds on the exports at uniform rate of 1% and such tax collection is
assumed as the final tax and simplified statement is required to be filed in lieu of return of total income to the extent of
exports. The proposed amendment seeks to modify the taxation scheme on exports and it seeks to treat the tax colleted as
a minimum tax meaning thereby the tax cases of such taxpayers would be processed under normal law and tax liability would
be determined under the clutches of normal law, however, it would not be less than the tax collected at source.

Certificate of Collection or Deduction
of Tax Mandated with Tax Payment Proof Section 164

The Bill seeks to make it mandatory to produce certificate of collection or deduction of tax along with payment proof of tax.

Timeframe for Filing of Annual
Statement of Withholding Tax Rationalized Section 165

The Bill proposes to align timeframe of filing of annual withholding tax statement for the taxpayers who observe special tax
year. The timeline has been prescribed within two months from the closure of the financial year, whether it is normal tax year
or special tax year.

No Service Charges on Withholding of Tax Section 168(6) & (7)

The Bill proposes to insert the provision that no service charges would be deducted on account of service charges from the
tax withheld or collected by any person and it also empowers the authorities to recover such sum in case it is deducted at
source.
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Offence Punishment / Prosecution

Failure to furnish a return or statement of wealth

Furnishing false statement in verification

Concealment of income

Failure to maintain record

Improper use of National Tax Number

Making false and misleading statement
knowingly and recklessly

Obstructing income tax authority

Unauthorized disclosure of information by a public servant

Rs. 50,000 or Imprisonment for term not
exceeding 2 years or both

Rs. 100,000 or imprisonment for a term not
exceeding 3 years or both

Rs. 500,000 or imprisonment up to 2 years or both

Rs. 50,000 or imprisonment for a term not
exceeding 2 years or both

Rs. 50,000 or imprisonment for a term not
exceeding 2 years

Rs. 50,000 or imprisonment for a term not
exceeding 2 years or both

Rs. 50,000 or imprisonment for a term of 3 years or both

Rs. 25,000 or imprisonment for a term of 6 months or both

Income Tax Ordinance, 2001
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Timeline for Disposal of Refund Application Extended Section 170

The Bill proposes to extend the timeline from the period of 45 days to 90 days for disposal of refund application by the
Commissioner of Income Tax.

Commissioner Empowered to Withhold Refunds in Certain Cases Section 170A

By virtue of the proposed insertion the Commissioner of Income Tax has been sought to be empowered to withhold refund
whereby the refund is the subject matter of an appeal. An opportunity of being heard would also be given to the taxpayer
in this regard.

Compensation Rate on Delayed Refund Linked with KIBOR  Section 171

In an effort to align the rate of compensation on delayed refunds with the competitive rates of interest in financial sector,
the Bill proposes to bring it at par with KIBOR meaning thereby that it would be a floating rate rather than fixed rate of 6%
that currently prevails.

Timeline for Retention of Record Extended Section 174

The proposed insertion seeks to give legal cover to maintain record beyond the prescribed period of 5 years whereby appellate
proceedings are underway.

Outsourcing Tax Audits to Firms of Chartered Accountants Section 176(1)(c) & 210

The proposed insertion seeks to authorize the Federal Board of Revenue to appoint tax auditor and delegate the authority
to collate information from the taxpayers as required under this Ordinance.

Anomaly in Selection of Cases for Audit Purposes Removed Section 177

The Finance Bill, 2009 proposes to extend the scope for the Commissioner to select the cases for audit purposes.

Scope of Offenses and Prosecution Widened & Re-characterized Section 191 to 198

The proposed and prevailing offences and prosecution are tabulated as under:
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Additional Tax Rate Linked with KIBOR Section 205

The Bill seeks to bring the fixed rate of additional tax @ 12% to floating rate and has been linked with KIBOR plus 3% over
and above.

Territorial Jurisdiction Defined for the Purpose of Tax Jurisdiction Section 209(5)

The Bill proposes to clarify the jurisdiction of the corporate taxpayers keeping in view the registered office, business place
and the manufacturing facility.

Board Empowered to Condone Compliance Deadlines Section 214A

The Bill proposes to empower FBR to condone the delay in meeting deadlines.

Power of Board to Call for Record Section 214B

The Bill seeks to empower the Board on its own motion to call for and examine the record of any departmental proceedings
for the purpose of satisfying itself as to the legality of any order passed therein. Provided that neither an order nor any
proceedings shall be initiated in the following cases:

without giving an opportunity to the taxpayer of being heard
an appeal is pending
after expiry of three years from the date of original order

Motor Vehicle Registration Authority Assigned to Collect Tax Section 231B

The Bill proposes to assign Motor Vehicle Registration Authority of Excise and Taxation Department to collect tax at the
prescribed rates with certain exceptions.

Mechanism of Adjustment of Tax on Electricity Bills Modified Section 235

The Bill proposes to prescribe the mechanism of adjustability of tax collected on electricity bills in the following manner:
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Withholding Tax at the Time of Sale by Auction Section 236A

The proposed insertion of Section 236A seeks to apply withholding tax at the prescribed rates at the time of sale by auction
of any property or goods confiscated or attached. The Bill proposes to collect the advance tax at the rate of 5% of the gross
sale price of any property or goods sold by auction.

Adjustable/Minimum Tax

Minimum Tax

Adjustable

Adjustable

Bill Amount

Upto Rs. 30,000

Over Rs. 30,000

Irrespective of amount

Taxpayer Category

Other than companies

Other than companies

Companies



Income Tax Ordinance, 2001

17

First Schedule

Part I (Rates of Tax)

Internally Displaced Persons Tax (IDPT) Imposed Division I, Clause 1 & 1A

The Bill proposes to impose Internally Displaced Persons Tax (IDPT) on salaried and non-salaried individuals at the rate of
5% of tax payable on taxable income of one million rupees or more for the tax year 2009.

Basic Exemption Limit for Salaried Taxpayers Enhanced Division I, Clause 1A

The Bill proposes to enhance the basic exemption limit for salaried taxpayers from Rs. 180,000 to Rs. 200,000 and for
women taxpayers from Rs. 240,000 to Rs. 260,000. The applicable tax rates varying from 0.5% to 20% according to the
prescribed salary slabs have remained unchanged.

Rates for Marginal Tax Relief for Salaried Taxpayers Rationalized Division I, Clause 1A

The concept of marginal tax relief for salaried tax payers was introduced through Finance Act, 2008. Wherein, the total income
of the taxpayer marginally exceeds the maximum limit of a slab in the table, the income tax payable shall be the tax payable
on the maximum of that slab plus tax on marginal amount. The Bill seeks to rationalize the marginal tax relief as under:

Tax Handbook

Income Bracket Tax on Marginal Amount

Where total income:

does not exceed Rs. 550,000 20%

does not exceed Rs. 1,050,000 30%

does not exceed Rs. 2,250,000 40%

does not exceed Rs. 4,550,000 50%

exceeds Rs. 4,550,000 60%

Internally Displaced Persons Tax (IDPT) Imposed on Bonus Division I, Clause 2

The Bill seeks to impose Internally Displaced Persons Tax (IDPT) on bonus earned by corporate employees receiving salary
income of Rs. 1 million or more (excluding bonus) at the rate of 30% for the tax year 2009.



* Increase in tax liability is due to imposition of Internally Displaced Persons Tax (IDPT) at the rate of 5% of
tax payable on the taxable income of  Rs. 1 million or more for the tax year 2009.

* Internally Displaced Persons Tax (IDPT) on bonus is proposed to be charged at the rate of 30% as separate block of
income for the tax year 2009. This tax has been imposed on corporate employees receiving salary income of Rs. 1 million
or more (excluding bonus).

Taxability of Salary Income
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Taxable
Salary

Tax Liability for the Tax Year 2009 Average Tax Rate

Pre-Budget Post-Budget Increase/(Decrease)

180,000
265,000
360,000
415,000
455,000
555,000
655,000
765,000
910,000

1,055,000
1,205,000
1,460,000
1,705,000
1,955,000
2,275,000
2,855,000
3,575,000
5,555,000
8,655,000

-
1,988
4,625
9,000

12,250
20,750
30,750
49,500
70,500
96,500

122,000
163,500
214,500
275,000
350,000
458,500
633,750

1,055,450
1,644,450

-
1,988
4,625
9,000

12,250
20,750
30,750
49,500
70,500

101,325
128,100
171,675
225,225
288,750
367,500
481,425
665,438

1,108,223
1,726,673

-
-
-
-
-
-
-
-
-

4,825
6,100
8,175

10,725
13,750
17,500
22,925
31,688
52,773
82,223

-
0.75
1.28
2.17
2.69
3.74
4.69
6.47
7.75
9.15

10.12
11.20
12.58
14.07
15.38
16.06
17.73
19.00
19.00

-
0.75
1.28
2.17
2.69
3.74
4.69
6.47
7.75
9.60

10.63
11.76
13.21
14.77
16.15
16.86
18.61
19.95
19.95

Rs. Rs. Rs. Rs. % %

Pre-Budget Post-Budget

Graphical Presentation
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In case of corporate taxpayers
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Flat Tax Rate on Small Company Revived Division II

The Bill proposes to revive the flat tax rate of 20% on small company with turnover upto Rs. 250 million by withdrawing the
progressive tax rates varied from 20% to 35% introduced by Finance Act 2008 based on turnover of small companies.

Taxation on Property Income Rationalized Division VI

The Bill seeks to rationalize the tax rates for rental income of non-corporate and corporate taxpayers as follows:

In case of non-corporate taxpayers

Tax Handbook

Gross Amount of Rent

Where gross amount of rent:

does not exceed Rs. 150,000

exceeds Rs. 150,000 but
does not exceed Rs. 400,000

exceeds Rs. 400,000 but
does not exceed Rs. 1,000,000

exceeds Rs. 1,000,000

Rate of Tax

Nil

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

Rs. 12,500 plus 7.5% of gross
amount of rent exceeding Rs. 400,000

Rs. 57,500 plus 10% of gross
amount of rent exceeding Rs. 1,000,000

Gross Amount of Rent

Where gross amount of rent:

does not exceed Rs. 400,000

exceeds Rs. 400,000 but
does not exceed Rs. 1,000,000

exceeds Rs. 1,000,000

Rate of Tax

5% of gross amount of rent

Rs. 20,500 plus 7.5% of gross
amount of rent exceeding Rs. 400,000

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

The Bill further seeks to apply the above-mentioned tax rates for withholding tax on payments of rent for non-corporate and
corporate taxpayers.
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Part II (Rates of Advance Tax)

Withholding Tax Rate on Imports Enhanced Part II

The Bill seeks to enhance the withholding tax rate on imports from 2% to 4% of the value of the goods imported.

Part III (Deduction of Tax at Source)

Withholding Tax on News Print Media Services Division III, Clause 2(i)

The Bill proposes to introduce the withholding tax on payments of news print media services at the rate of 2% of the gross
amount paid.

Withholding Tax on Exports Through Land Route Division IIIA

Presently, withholding tax is deducted at the rate of 1% at the time of realization of export proceeds. The Bill seeks to
introduce the collection of withholding tax at the rate of 1% at the time of clearing of goods exported in case of exports
through land routes.

Withholding Tax on Rental Income Rationalized Division V

The Bill seeks to apply the same rates for withholding tax on payments of rent for non-corporate and corporate taxpayers
as applicable on property income in accordance with Division VI of Part I.

Part IV (Deduction or Collection of Advance Tax)

Scope of Advance Tax on Telephone Users Extended Division VIII

The Bill proposes to extend the scope of withholding tax at the rate of 10% on sale of units through CD or whatever form
in addition to bill price of pre-paid telephone card.

Advance Tax at the Time of Sale by Auction Introduced Division VIII

The Bill proposes to collect the advance tax at the rate of 5% of the gross sale price of any property or goods sold by auction.

Second Schedule
(Exemption & Tax Concessions)

Part I (Exemption from Total Income)

The Second Schedule relates to specific exemptions granted in respect of total income. This Bill proposes to exempt or extend
the scope of exemption in respect of the following sources of income:

Limit of Withdrawal of Pension Enhanced Clause 23A

Accumulated balance upto 50% received from the voluntary pension system offered by a pension fund manager under the
Voluntary Pension System Rules, 2005 is proposed to be exempted. Currently, exemption is available on withdrawal upto
25% of accumulated balance.
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Limit of Rebate on Donations for Company Increased Clause 61

Limit of rebate on the amount of donations by company enhanced from 15% to 20% of the taxable income of the company
for the tax year.

Approval of Director General Required for 
University or Other Educational Institution Clause 92

The universities and other educational institutions established solely for educational purposes and not for profits whether
established before, on or after June 30, 2009 are proposed to have approval from Director General for the purpose of claiming
the exemption from income tax under this Ordinance.

Part II (Reduction in Tax Rates)

Reduced Tax Rate on Local Purchase of Imported Edible Oil Clause 13C

The Bill seeks to levy the reduced rate of income tax at 2% on the local purchase of imported edible oil.

Withholding Tax Rate on Distributors of
Cigarette & Pharmaceutical Products Rationalized Clause 24A

The Bill proposes withholding tax at the reduced rate of 1% of the gross amount paid to distributors of cigarette and
pharmaceuticals products.

Tax Reduction Withdrawn

The Finance Bill seeks to withdraw the following Clauses entitled to reduction in tax rates:

Clause 5: Reduced rate of tax in respect of commission received by an export indenting agent or an export buying house

Clause 17: Reduced rate of tax at the rate of 7.5% in case of dividends declared or distributed by purchaser of a power
project privatized by WAPDA

Clause 27: Reduced rate of tax to be paid on income from property u/s 15 in the case of individual, association of persons
and company

Clause 28: Reduced rate of withholding tax in respect of income from property u/s 155 in the case of individual, association
of persons and company

Part III (Reduction in Tax Liability)

Limit of Income of Senior Citizen Enhanced Clause 1A

The Bill proposes to enhance the limit of income of senior citizen from Rs. 500,000 to Rs. 750,000 with a view to reduce
the tax liability by 50%.

Limit in Reduction of Tax Liability in
Case of Full Time Teacher or Researchers Reduced Clause 2

The Bill further seeks to reduce the limit in reduction of tax liability from 75% to 50% in respect of full time teacher or a
researcher employed in a non-profit education or research institution duly recognized.

Tax Handbook
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Part IV (Exemption from Specific Provisions)

Exemption from Applicability of Minimum Tax on Turnover Clause 11A

With the reintroduction of minimum tax, the Bill proposes to revive the earlier exemption from applicability of minimum tax
on turnover of following persons or class of persons:

National Investment Trust or a collective investment scheme
Petroleum dealers
Hub Power Company Limited
Kot Addu Power Company Limited (Corresponding change required in Part I of Second Schedule to determine
the period of exemption)
Companies deriving profits and gains from an electric power generation project set up in Pakistan
Provincial Government or Local Government
Pakistan Red Crescent Society
Special purpose, non-profit companies engaged in scrutinizing the receivables of provincial Government
Non-profit organizations approved u/s 2(36), trust, welfare institution or other organizations included in clause
61 of Part-I of Second Schedule
Taxpayers deriving income from exports of computer software or IT services or IT enabled services
Resident person engaged in the business of shipping and who qualifies for application of reduced rate of tax
on tonnage basis as final tax
Venture capital company, venture capital fund and Private Equity & Venture capital fund
Modaraba registered under the Modaraba Companies and Modaraba (Floatation and Control) Ordinance, 1980
Corporate and Industrial Restructuring Corporation (CIRC)
The Corporatized entities of WAPDA on receipts on account of sales of electricity
Morabaha bank or a financial institution approved by the State Bank of Pakistan or the Securities and Exchange
Commission of Pakistan (SECP) for the purpose of Islamic Banking and Finance
WAPDA First Sukuk Company Limited
Institutions of the Agha Khan Development Network (Clause 16)
Non-residents (excluding local branches or subsidiaries or offices of foreign banks, companies, association
of persons or any other person operating in Pakistan) in respect of their receipts from Pak rupees denominated
Government and corporate securities (Clause 19)
Companies operating Trading Houses for a period of 10 years from the date of commencement of business
operations (Clause 57)

Exemption from Withholding Tax on Electricity Consumption Clause 66A

By virtue of the proposed amendment, the Bill seeks to exempt the collection of advance tax on electricity consumption by
cotton ginners and suppliers of lint.

Exemptions Withdrawn 

The Finance Bill seeks to withdraw the exemption from specific provisions in respect of the following Clauses:

Clause 47: Withholding tax on profit on debt and income from property not applicable to persons having tax exemption
certificate from Commissioner of Income Tax

Clause 57: Withholding tax on imports by companies operating Trading Houses

Clause 64: Exemption from withholding tax on purchase of motor cars and jeeps being redundant clause
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Third Schedule
(Depreciation, Initial Allowance & Pre-Commencement Expenditure)

First Year Allowance for Alternate Energy Projects Introduced Part II

The Bill seeks to facilitate industrial undertakings set up anywhere in Pakistan by allowing First Year Allowance at the rate
of 90% against the cost of Plant, Machinery and Equipment installed for generation of alternate energy being Òeligible
depreciable assetsÓ owned and managed by a company in lieu of initial allowance under section 23 put to use after July 1,
2009.

Seventh Schedule
(Rules for Taxation of Banking Company)

Provisions for Classified Advances & Off-Balance Sheet Items Rule 1(c)

The Bill seeks to allow deduction of provisions for classified advances and off-balance sheet items in the accounts at the
rate of 1% of such classified advances, provided a certificate from the external auditors is furnished by the banking company
to the effect that such provisions are based upon and in line with the Prudential Regulations. Provided that if actual bad
debts are less than 1% of the classified advances, the actual bad debts shall be allowed and the excess amount, if any,
provided for, shall not be allowed to be carried forward.

Bad Debts Classified as ÒSubstandardÓ Not Allowed Rule 1(ca)

The Bill proposes to disallow the amount claimed as bad debts expense classified under the Prudential Regulations issued
by the State Bank of Pakistan as ÒsubstandardÓ.

Provision for ÒSubstandardÓ Bad Debts Re-classified as ÒDoubtfulÓ or ÒLossÓRule 1(cb)
  
The Bill seeks to empower the banking companies to compute the provisions as per Rule 1(c) regarding any bad debts re-
classified as ÒdoubtfulÓ or ÒlossÓ.

Deduction Allowed for Advances Re-classified as ÒRecoverableÓ Rule 1(cc)
  
The Bill proposes to allow deduction in computing the income for the tax year in respect of advances re-classified as
ÒrecoverableÓ.

Applicability of Minimum Tax Rule 7A

The Bill seeks to levy minimum tax under Section 113 on banking company in the same manner as it is applied to any other
resident company.
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Definition of ÒKIBORÓ Inserted Section 2(14A)

The definition of KIBOR is proposed to be included in the Sales Tax Act, 1990 as the Karachi Inter Bank Offered Rate applicable
on the first day of each quarter of the financial year.

Discretion of Collector to Extend Time Period Curtailed Section 11(4), 36(3) & 45B(2)

The Bill seeks to reduce the time period from 120 days to 60 days that can be extended by the Collector in the following
cases:

Assessment of tax
Order for recovery of tax
Appellate order by Collector (Appeals)

The Bill further proposes to exclude any period of adjournment on the request of the taxpayer or postponement due to appeal,
stay orders, remand or alternate dispute resolution proceedings or for any other reason for the purpose of computing the
time period in which assessment of tax, order for recovery of tax and appellate order is to be made.

Tax Invoices to Include NTN or CNIC of Unregistered Recipients Section 23(1b)

The Bill proposes to include the National Tax Number or Computerized National Identity Card Number in addition to other
particulars on the tax invoices in respect of the recipient being unregistered person.

Time Period for Retention of Record Amended Section 24

The Bill seeks to retain the record by the registered person for 5 years or till the final decision in any litigation pending at any
legal forum, whichever is later. Presently, the time period for retention of record is 5 years.

Scope of Offences & Penalties Broadened Section 33(1)(12)

The Bill proposes to include the offences and penalties obstructing an officer of sales tax posted to the business premises,
registered office or to any other place where records are kept to monitor production, sale of taxable goods and stock position,
of the registered person, or otherwise refuses access to the stocks, accounts, records or fails to present the same when required
by the officer.

By virtue of the proposed amendment, it is envisaged that the offending person shall be penalized with the higher of Rs. 25,000
or 100% of the amount of tax involved. The registered person shall, further be liable, upon conviction by a Special Judge, to
the imprisonment for term which may extend to 5 years or with fine up to the amount of tax involved, or with both.

Rate of Default Surcharge Linked with KIBOR Section 34(1)

The Bill seeks to levy unified rate of default surcharge at KIBOR plus 3% per annum. Currently, default surcharge is levied at
the fixed rate of 2% per month in case of tax fraud and 1.5% per month in any other case.

Further, the Bill seeks to include amount of penalty in tax due for the purpose of computation of default surcharge.

Minimum Threshold of Revenue for
Hierarchical Jurisdiction of Adjudication Withdrawn Section 45

The Bill proposes to amend the power of adjudication in cases involving assessment of tax under Section 11, charging of default
surcharge, imposition of penalty and recovery of amount erroneously refunded or any other contravention as under:
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Sales Tax Act, 1990

Time Period for Re-opening of Cases Rationalized Section 45A(3)

The Bill seeks to reduce the time period from 5 years to 3 years for re-opening of cases by the Federal Board of Revenue or
the Collector of Sales Tax.

Appellate Tribunal Procedure Aligned with Customs Act Section 46

By virtue of the proposed amendment, the Bill seeks to align the procedure of admittance, hearing and disposing of the sales
tax appeals in the Appellate Tribunal with the respective procedures as laid down in sections 194A, 194B and 194C of the
Customs Act, 1969 and Rules made thereunder.

Functioning of ADRC Regularized Section 47A(3), (3A) & (4)

The Bill seeks to regularize the system of alternative dispute resolution as follows:

Enhance the time period from 60 days to 180 days in order to make recommendations by the Committee to
the Board for resolution of dispute

Withdraw the power of the Board to grant extension in the afore-said time period for further 60 days

Empowerment of the Board to dissolve the existing Committee constituted for the resolution of dispute, if it fails
to make recommendations within the stipulated time-period and appoint a new Committee

Restrict the time period to 45 days from the receipt of the recommendations of the Committee to pass an order
by the Board

Compensation for Delayed Refund Linked with KIBOR Section 67

The Bill seeks to link the computation of compensation payable to the claimant in case of delayed refund with KIBOR per annum.
At present, the compensation is made at the fixed rate of 6% per annum.

Sixth Schedule

The Schedule deals with the exemptions from the applicability of sales tax. The Finance Bill 2009 proposes to include / exclude
the following items from the Sixth Schedule.

Items Included in Schedule

Local supplies of ware potato and onions
Import and supplies of grams (dry whole, split and others)
Seed for sowing and others
Tractors, bulldozers and combined harvesters and components imported in any kit form and direct materials for
assembly or manufacture thereof.
Newspapers, journals and periodicals, whether or not illustrated or containing advertising material appearing
at least four times a week and others

Sales Tax Officer

Additional Collector
Deputy Collector
Assistant Collector
Superintendent / Senior Auditor

Unlimited
Exceeding Rs. 1 million but not exceeding Rs. 2.5 million
Exceeding Rs. 10,000 but not exceeding Rs. 1 million
Upto Rs. 10,000

Unlimited
Upto Rs. 2.5 million
Upto Rs. 1 million
Upto Rs. 10,000

Power of Adjudication Regarding Limit of Tax Involved

Current Proposed



Items Excluded from Schedule

Imports or supplies of ware potato and onions
Imports or supplies of chickpeas (garbanzos)
Imports or supplies of rice in the husk (paddy or rough)
Newspapers, journals and periodicals, whether or not illustrated or containing advertising material appearing
at least four times a week and others (accorded declaration in Pakistan but printed abroad and others)
Tractors, bulldozers and combined harvesters and CKD kits thereof imported by recognized local manufacturers

Notable Notifications

Exclusion from the Category of Zero Rated Sales Tax Regime

Goods  SRO 471(I)/2009, dated June 13, 2009

Through this SRO, Federal Government has excluded the following goods from the category of zero rated sales tax regime.

Monofilament
Sun shedding
Nylon and other fishing net
Rope of poly ethylene and nylon
Tyre cord fabric

Plant, Machinery and Equipment SRO 472(I)/2009, dated June 13, 2009

Federal Government has excluded such plant, machinery and equipment from the purview of zero rated of sales tax those are
specified in the following Chapters of the First Schedule to the Customs Act, 1969:

Chapter 1 to 83 (All types)
Chapter 84 (Selected tariff headings)
Chapter 85 (Selected tariff headings)
Chapter 86 to 89 (All types)
Chapter 90 (Selected tariff headings)
Chapter 91 to 99 (All types)

Goods Chargeable to Tax @ Zero % SRO 472(I)/2009, dated June 13, 2009

Through this SRO, Federal Government has specified the ÒWheel ChairÓ to be charged to tax at the rate of zero percent subject
to certain conditions and restrictions.

Goods Exempted from the Sales
Tax Subject to Certain Conditions SRO 473(I)/2009, dated June 13, 2009

The Federal Government has exempted the ÒCinematographic film exposed and developedÓ from the whole of sales tax with effect
from June 14, 2009 subject to certain conditions and restrictions.
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Capital Value Tax (The Finance Act, 1989)

Scope of Capital Value Tax on Certain Assets Widened Section 7(1)

The Finance Bill 2009 seeks to impose CVT on the renewal of leased assets or any premium paid thereon.

CVT on Real Estate Transactions Enhanced Section 7(2)(CA)

The Bill seeks to enhance the levy of CVT on purchase of immovable property as follows:

Residential immovable property (other than flats) situated in urban area, measuring at least 500 square yards
or one kanal whichever is less

Where the value of Immovable property is4% of the recorded value
recorded

Where the value of immovable property is notRs.100 per square yard of the land area
recorded

Where the immovable property is a constructedRs.10 per square feet of the constructed area
property in addition to the value worked out above

Commercial immovable of any size situated in urban area

Where the value of immovable property is4% of the recorded value
recorded

Where the value of immovable property is not Rs.100 per square feet of the land area
recorded

Where the immovable property is a constructed Rs.10 per square feet of the constructed area
property in addition to the value worked out above

Residential flats

Where the value of immovable property is 4% of the recorded value
recorded

Where the value of immovable property is not Rs.100 per square feet of the covered area
recorded

CVT on Purchase of Listed CompanyÕs Shares Withdrawn Section 7(2)(E)

The Bill proposes to withdraw the capital value tax of 0.02% on shares of a public company listed on a registered stock
exchange in Pakistan.
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Customs Act, 1969
Customs Act, 1969

Phraseology of ÒDocumentsÓ Redefined Section 2(KKa)

The Finance Bill 2009 seeks to broaden the definition of ÒdocumentsÓ and includes Òcertificate of country origin, Vessel Information
Report (VIR) and Carrier Declaration Information (CDI) in the definition of ÒDocumentsÓ.

Definition of ÒKIBORÓ Inserted Section 2(Ic)

In the wake of chargeability of default surcharge in line with competitive bank interest rate it has been sought by virtue of Finance Bill,
2009 to link it up with KIBOR i.e. an acronym of Karachi Interbank Offered Rate and has been defined as the KIBOR applicable on the
first day of each quarter of the financial year.

Phraseology of ÒSmuggleÓ Redefined Section 2(Sii)

The Bill seeks to enhance the limit of taking cognizance of gold, silver, platinum, palladium, radium or precious stones from 50,000
rupees to 200,000 rupees. The Bill seeks to align it with ever increasing prices of gold and gemstones internationally.

Adjudication of Violation of Intellectual Property Right Introduced Section 15

The Bill seeks to introduce new proviso wherein the offences relating to goods imported or exported in violation of intellectual property
rights shall be adjudicated by the appropriate Customs Officer.

Surcharge on Deferment of Custom-Duties Enhanced Section 21A(2)

The Bill seeks to substitute the flat surcharge rate of 14% with the floating rate of KIBOR plus 3% per annum on the deferred amount
in the manner as the Board may specify.

Powers to Determine the Customs Value Enhanced Section 25A(1)

The Bill seeks to empower the Director of Customs Valuation to determine the customs value of any goods being imported into or
exported out of Pakistan on his own motion or reference made to him by any person including an Officer of Customs.

Time Limit for Review Application to Director General of Valuation Section 25D

The Bill seeks to provide the time limit for filing a review application before Director General of Valuation within the 30 days of the
determination of the value determined by the Collector of Customs or any competent authority.

Effective Rate of Duty Enhanced Section 31A(1)

The Bill seeks to broaden effective rate of duty by including special custom duty on imported goods, duty under trade agreements and
levy of fee and service charges.

Declaration Through Automated Clearance
System Under the Ambit of False Statement Section 32(1)

The Bill seeks to include the short declaration under the ambit of ÒFalse statements, errors, etc.Ó, where the taxpayer pays the lesser
amount electronically through automated clearance system.

Scope of Fiscal Fraud Broadened Section 32A(1c)

The Bill proposes to enhance the definition of Fiscal Fraud by inserting matters of customs including assessment and classification in
addition to the description, quantity, quality, origin and value of goods, filed electronically through Automated System.
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Limitation on Refund to be Claimed Within One Year Section 33(1)

The Bills seeks to insert a new proviso wherein no refund of customs should be entertained, where the custom duties are over-paid
through inadvertence, until the sanctioning authority is satisfied that the incidence of customs duty and other levies has been passed
on to the buyer or the end-consumer.

Delivery of Imports Manifest Before Arrival of Conveyance Section 44

The Bill seeks to allow the person-in-charge of a conveyance to deliver the import manifest before arrival or within twenty-four hours
after arrival at a land custom-station either handing over to appropriate officer or filing electronically through Automated System.

Surcharge on Import Duty Enhanced Section 83(2)

The Bills seeks to substitute the flat rate of surcharge of 14% per cent with the floating rate i.e. KIBOR plus 3% per annum on import
duty and other charges payable.

Flat Rate of Surcharge Substituted with Floating Rate Section 86(1)(b)

By virtue of Finance Bill 2009, the surcharge rate of 1% per month is substituted with KIBOR plus 3% per annum, in respect of submission
of post-dated cheque and indemnity bond where an application has been made in respect of any goods for warehousing.

Deemed Declaration of Goods on Availing Green Channel Section139

The Bill seeks to insert a new proviso, in respect of declaration by the passenger, wherein any person who is availing a green channel
facility for clearance of baggage, shall be deemed to have made a declaration that no dutiable or contraband goods are contained in
the baggage of such passenger.

Cancellation of Registration of Registered Users Section 155F

The Bill 2009 seeks to insert a proviso wherein the Collector of Customs before cancellation of registration of registered user, shall
after giving opportunity of hearing, pass an order confirming suspension or otherwise the use of Unique User Identifier.

Power of Adjudication by Principal Appraiser Prescribed Section 179(1)

The Bill seeks to include Principal Appraiser or Superintendent in respect of jurisdiction and power of the officers while assessing
classification of goods or imposition of penalties, where the duties and other taxes excluding conveyance does not exceed 50,000
rupees.

Time period for Adjudication of Order Substituted Section 179(3)

The Bill seeks that the cases should be decided within 90 days of the issuance of show cause notice rather than receipt of the contravention
report, and the extended period should not be more than 60 days, currently 90 days. Moreover any period during which the proceedings
are adjourned or proceedings pending in ADR shall not be considered while computing the said time periods.

Use of Confiscated Vehicles by Members of Appellate Tribunal Section 182

The Bill seeks to allow the members of the Appellate Tribunal under the laws administered by the Board, to use the confiscated vehicles
for operational purposes only.

Timeframe Substituted for Deciding Appeal by Collector Section 193A(3)

The Bill seeks to increase the time period from 90 days to 120 days for decision in appeal by Collector of Customs, whereas the extended
time period is reduced to 60 days rather than 90 days and any period during which the proceedings are adjourned on the request of
the taxpayer or postponed due to any appeal or stay order, shall not be considered while computing the aforementioned timelines.
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Limiting the Extended Time-Period
in Respect of Order of Appellate Tribunal Section 194B

The Bill seeks to limit the extended time period to the maximum of 90 days in addition to the 60 days provided that the Appellate
Tribunal shall not pass any order to suspend recovery of any amount of duty and taxes without providing opportunity of being heard
to the respondents and the period of the stay shall not exceed 180 days in aggregate.

Increase in Threshold for Adjudication of Appeal by a Special Bench Section 194C

The Bill seeks to limit the duty, tax penalty or fine from 5 million to 10 million rupees so as the case would be heard by Special Bench
constituted by the Chairman. Whereas the provisos enabling the Chairman to constitute committee of two or more technical or judicial
members stands omitted.

Powers of Board to Examine Records Extended Section 195

The Bill seeks to extend the timeline to 3 years within which the Board or the Collector within his jurisdiction can call for any records of
any proceedings relating to any decision or order passed by an officer of customs.

System of ÒAlternative Dispute ResolutionÓ Regularized

The Bill proposes to regularize the system of alternative dispute resolution as follows:

Appointment of Committee Section 195C(2)

The Board is required to appoint the committee within 60 days of the application by an aggrieved person.

Recommendation by the Committee Section 195C(3)

The committee is required to make its recommendations within 180 days.

Dissolution of Committee Section 195C(3A)

The Board is empowered to dissolve the committee where it fails to give its recommendations within the stipulated timelines. Further,
the Board shall constitute a new committee after dissolution of existing committee.

Order by the Board Section 195C(4)

The Board shall make an order within 45 days of the receipt of the recommendation by the committee.

Recovery of Government Dues Include Tax Section 202(5)

The Bill seeks to include ÒtaxÓ in addition to surcharge, duty, fine or penalty etc. which cannot be recovered and the same may be written
off in the manner as may be prescribed by the rules.

Surcharge Rate Substituted in Case of Arrears Section 202A

The Bill seeks to substitute the flat rate of 1.5% per month of the total amount of arrears with the floating rate i.e. KIBOR plus 3% per
annum of the total amount of arrears.

Customs Act, 1969
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Timeline for Retention of Record Extended Section 211(2)

The Bill proposes that all importers, exporters and claimant should maintain record for a longer period till the final decision in any
proceeding including proceedings for assessment, appeal, revision, reference, petition and any proceedings before an Alternate Dispute
Resolution Committee or in any other case 5 years whichever is later.

Notable Notifications

Regulatory Duty Levied on Import of Specified Goods  SRO 482(I)/2009, Dated June 13, 2009

In suppression of SRO 896 (I)/2008 dated August 27, 2008, the Federal Government has levied regulatory duty varying from 15% to
35% ad valorem on import of goods specified in the said SRO.

Zero Percent Duty for Dairy Products  SRO 483(I)/2009 Dated June 13, 2009

The Federal Government has specified zero percent duty in respect of following dairy products subject to the certification by the Ministry
of Livestock and Dairy Development.

Calf Milk Replacer (CMR)
Cattle Feed Premix

Reduced Rate of Custom Duty 
for Pharmaceuticals Raw Material SRO 483(I)/2009 Dated June 13, 2009

By virtue of this amendment, The Federal Government has reduced the custom duty in respect of pharmaceutical raw materials, chemicals
and finished products subject to the approval of ministry of health. This concession shall be allowed if the afore-said items are imported
for in-house use in the manufacture of specified pharmaceutical substances. Main categories entitled for reduced rate of duty are as
under:

Category

Active pharmaceutical ingredients

Chemicals

Drugs

Packing materials / raw materials for packing

Diagnostic kits / equipments

Applicable Rate of Duty

5%

5%

0% to 10%

0% to 10%

0% to 5%

Exemption from Custom Duty 
on Plant, Machinery and Equipment SRO 484(I)/2009 Dated June 13, 2009

Through an amendment in the SRO 575(I)/2006 dated June 05, 2006, Federal Government has exempted the following categories of
plant, machinery and equipment from whole of sales tax and so much of the customs duty as is in excess of the rates i.e., 0% to 5%
specified therein.

Fish or shrimp farming and seafood processing machinery and equipment

Geothermal energy equipments
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Exemption of Custom Duty on Temporary
Importation of Goods for Subsequent Exportation  SRO 492(I)/2009 Dated June 13, 2009

By virtue of this SRO the Federal Government superseded the SRO No.1065 (I)/2005 dated October 20, 2005 and has exempted the
whole of the custom duty and sales tax on temporary importation of following goods for subsequent exportation subject to conditions
laid down therein.

Materials, excluding fabrics and leather, for manufacturing of:
leather goods and leather garments and sports goods;
garments   and   textile   made-ups   including   foundation garments; and
furniture, wood ware and fittings.

Textile designs, artwork, transparencies (bearing design for textiles)
Plush  fabrics,  nylon,  polyester  fiber,  eyes  and  nose  for  use  in-stuffed toys
Unit soles with heels, soles and heels for manufacture of footwear
Price labels or tags for affixing on finished goods
Trimmings, buttons, belts, fur lining, lining, pads and inter lining material, Velcro  tapes,  hangers,  special labels,  special
 buttons, rivets,  eyelets,  buckles,  special  brand  tags,  special  thread  and
other items such as decorative fittings, zippers, locker loops, etc., for use in ready made garments, foundation garments,
textile made ups, footwear
Materials for embellishing or decorating goods produced in Pakistan for exportation
Components and sub-components for assembly of:

machinery and parts thereof;
electrical and electronic equipment and parts thereof;
bicycles;
aluminum-ware,  steel  ware,  kitchen  utensils and  cutlery, vacuum flasks;
surgical instruments; and
dolls, toys, and games.

Forgings of surgical instruments for processing
Packing material (excluding straw, paper, paper cones, glass wool and like material)
Polypropylene woven and jute bags
Materials  for  general  superficial  processes
Materials for the manufacture of decorative items
Materials, sub-components and components for the manufacture of stationery items

Regulatory Duty on Exports Withdrawn  SRO 495(I)/2009, Dated June 13, 2009

The Federal Government has withdrawn regulatory duty levied at the rate of 25% ad valorem on the export of ferrous and non-ferrous
waste, scrap, bars, rods, ingots, slab and billets.

Exemption of Custom Duty on 
Specified Goods Imported from China SRO 497(I)/2009, Dated June 13, 2009

The Federal Government has exempted specified goods imported into Pakistan from Peoples Republic of China from the whole of customs
duties in excess of the rates specified in the said SRO. This exemption is subject to the condition that these goods are manufactured
or produced and imported in conformity with the provisions of the Ministry of Commerce Notification No. SRO 1286(I)/ 2005, dated
the 24th December, 2005 read with the Import Policy Order, 2008. Such goods include table ware, wash basin, cubes, line telephone
sets and tiles etc.

Option to Pay Fine in lieu of Confiscation of Goods  SRO 499(I)/2009, Dated June 13, 2009

By virtue of this amendment, The Federal Board of Revenue has directed that no option shall be given to pay fine in lieu of confiscation
in respect of the specified goods or classes of goods.

Customs Act, 1969
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Customs Rules

The Federal Government has made insertions / amendments in the Customs Rules, 2001 taking effect from 1st day of July, 2009. A
brief view of these amendments is given hereunder:

SRO 493(I)/2009 Dated June 13, 2009

Transfer of Ownership  Rule 235

Exporters from tariff area may be allowed to purchase goods from within the units in the Zone to be exported to foreign destination
directly from Export Processing Zone under the supervision and seal of Export Processing Zone and Customs authorities duly escorted
by Customs fulfilling all the related formalities.

Warehousing Period Rule 350(4)

Input  goods  imported  or  produced  locally  by  a manufacturing  bond  licensee  shall  be  consumed  within  a period  of  three
years  from  the  date  of  filing  of  Goods Declaration or procurement of locally purchased goods.

Analysis Certificate for Goods to be Manufactured in a Manufacturing Bond Rule 351(1)

The licensee shall apply to the collector within fifteen days of issuance of manufacturing bond license for issuance of any analysis
certificate showing the input and output ratio of input goods vis-ˆ-vis finished goods along with wastages.

Procurement, Manufactured, Export & Removal
of Goods by a Licensee of a Manufacturing Bond Rule 352(3)(10)

The leftover quantities of raw materials imported in a manufacturing bond or those which could not be utilized in export for certain
reasons, to be recorded in writing, may be allowed removal in its original and unprocessed form for home consumption by the Collector
of Customs on case to case basis subject to the limitation and restrictions provided in the Import Policy Order for the time being in force.
The licensee shall file ex-bond Goods Declaration for payment of duties and taxes leviable thereon for such domestic clearance. The
warehousing period for ex-bonding purpose shall be the same as prescribed under section 98 of the Customs Act, 1969.

No wastage of input goods in terms of quantity, volume, weight or number, as the case may be, shall be  allowed  except  as  determined
in the Analysis Certificate and no duty and taxes shall be charged on such  wastage of the warehoused input goods, provided that such
wastage is either destroyed in the presence of an officer of Customs, not below the rank of an Assistant Collector, or leviable federal
excise duty and sales tax is paid on such wastage before removal.

SRO 498(I)/2009 Dated June 13, 2009

Custom Agents Licensing Chapter VIII

By virtue of this SRO, Federal Government has made amendments in Chapter VIII ÒCustom Agents LicensingÓ of the Customs Rules,
2001. Significant amendments are as under:

Custom agent should be graduate from a recognized university as well as a citizen of Pakistan

The eligibility criteria, conditions for application, qualification test, approval of license and conditions attached thereto,
are being amended.

Each custom agent licensed under these rules shall attend in each financial year a course of 60 days from the Directorate-
General of Training & Research to be conducted in batches at Karachi.



Sales Tax Officer

Additional Collector
Deputy Collector
Assistant Collector
Superintendent / Senior Auditor

Unlimited
Exceeding Rs. 1 million but not exceeding Rs. 2.5 million
Exceeding Rs. 10,000 but not exceeding Rs. 1 million
Upto Rs. 10,000

Unlimited
Upto Rs. 2.5 million
Upto Rs. 1 million
Upto Rs. 10,000

Power of Adjudication Regarding Limit of Tax Involved

Current Proposed
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Federal Excise Act, 2005
Federal Excise Act, 2005

FBR Empowered to Specify Due Date for Filing of Return Section 2(8a)

The Finance Bill 2009 seeks to delegate the authority from Federal Government to the Board so as to specify the Due Date other
than the 15th day of the month following the end of each month.

Definition of ÒKIBORÓ Inserted Section 2(15a)

In the wake of chargeability of default surcharge in line with competitive bank interest rate it has been sought by virtue of Finance
Bill, 2009 to link it up with KIBOR i.e. an acronym of Karachi Interbank Offered Rate and has been defined as the KIBOR applicable
on the first day of each quarter of the financial year.

Liability to Pay Duty Extended to Certain Persons Section 3(5)(d)

The Bill seeks to empower the Board to specify the goods and services in the official Gazette subject to certain terms and conditions,
the obligation to pay tax shall be assigned to any other person as notified.

Assessment of Duty on Judgmental Basis  in Case of Default Section 4A

The Bill proposes to insert a new Section wherein the officer of Federal Excise is empowered to determine the minimum liability of
duty on judgmental basis, if any registered person fails to file a return within given timeline, however, such liability would be abated
on filing of return voluntarily on later dates and paying duty and default thereof.

Floating Default Surcharge Rate Introduced Section 8

Currently, default surcharge is charged on flat rate of 1.5% per month, however, in order to bring such charge on floating basis
the Bill seeks to determine default surcharge on the basis of KIBOR plus 3% in addition to the duty payable.

Timeline for Record Keeping by Registered Persons Extended  Section 17(1)

The Bill allows the registered persons to maintain and keep the records for longer period till the final decision is concluded in terms
of appeal, revision, reference, petition or any proceedings in Alternate Dispute Resolution beyond the given timeline of 5 years.

Issuance of Invoice to Unregistered Buyer Section 18(1)

By virtue of Finance Bill 2009, the registered person issuing invoice shall specify the National Tax Number or CNIC where the buyer
is not a registered person.

Penalty for Not Mentioning Retail Price & Heath Warning In Case of Cigarettes Section 19(9)

The Bill seeks to impose penalty at the rate of 500 % ad valorem whereby cigarettes does not specify the retail price, health warning
and the name of manufacturer.

Minimum Threshold of Revenue for
Hierarchical Jurisdiction of Adjudication Abolished Section 31(1) & (3), 33(2)

The Bill proposes to enhance the adjudication powers of the various Federal Excise officers as under:



The Bill further seeks to reduce the extended-timeline of disposal of order of adjudication as well as disposal of appeal from 90
days to 60 days, however, adjournments or ADRC proceedings would not be taken into account for extended-timeline of 60 days.

Appellate Procedures of Customs Adapted for FED Section 34(2)

The Bill proposes to omit the provisions appellate procedures in terms of Subsection 3 to Subsection 13 of Section 34 and seeks
to adapt appellate provisions of Customs in terms of Section 194A, 194B and 194C of the Custom Act 1969 mutatis mutandis apply
in relation to the admission, procedures and decision of appeal in Appellate Tribunal.

Suo Moto Powers of Board to Call for & Examine the Record Section 35(3)

The Bill proposes to extend suo moto powers of Board to call for and examine the records of any proceedings so as to satisfy that
the legality of orders passed by the subordinate within three years of passing the orders by any Federal Excise Officer instead of
two years after the receipt of order.

Time Limitation of Issuance of
Recommendation by ADRC Extended Section 38(3, 3A, 4 & 5)

The Bill seeks to extend the time limit from 60 days to 180 days for making recommendation by the committee appointed by the
Central Board of Revenue for the purpose of alternate dispute resolution.

The Bill further seeks to empower the board to dissolve the committee if the said committee fails to make the recommendation within
180 days and reconstitute committee.

It is proposed that the Board shall pass the order within the 45 days of the recommendation by the committee.

Compensation on Delayed Refunds Prescribed Section 44A

The Bill seeks to insert new Section wherein the refund of duty which is not paid within the stipulated time period there should be
paid to the claimant a sum equal to KIBOR per annum from the date of expiry of time period to the day preceding the day of payment
of refund, in addition to the amount of duty to be paid to the claimant. The payment of additional amount shall not be entertained
where the person has claimed the refund which is not admissible to him.

Federal Excise Act, 2005
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Serial
No.

8

9

10

11

12

13

24.02

24.02

24.02

24.02

24.02

25.23

Cigars,  cheroots,
c i g a r i l l o s  a n d
cigarettes, of tobacco
o r  o f  t o b a c c o
substitute.

Local ly produced
cigarettes if their retail
p r i c e  e x c e e d s
seventeen rupees per
ten cigarettes

Local ly produced
cigarettes if their retail
price exceeds  eight
rupees and twenty-
nine paisa per ten
cigarettes but does
not exceed seventeen
rupees  pe r  ten
cigarettes

Local ly produced
cigarettes if their retail
price does not exceed
eight rupees and
twenty nine paisa per
ten cigarettes

Cigarettes
manufactured by a
manufacturer who
remains engaged on
and after the 10th
June, 1994. either
directly or through any
other arrangement, if
the manufacture of
any brand of cigarette
in non-tariff areas

Port land cement,
aluminous cement,
slag cement, super
sulphate cement and
simi lar  hydraul ic
cements, whether or
not colored or in the
form of clinkers

Sixty three per cent

Sixty three per cent of
retail price

Three rupees and fifty-
four paisa per ten
cigarettes plus sixty-
nine per cent per
incremental rupee or
part thereof

Three rupees and fifty
Ðfour paisa per ten
cigarettes

Sixty Ð three per cent
of retail price

Nine hundred rupees
per metric ton

Cigars,  cheroots,
c i g a r i l l o s  a n d
cigarettes, of tobacco
o r  o f  t o b a c c o
substitute.

Local ly produced
cigarettes if their retail
p r i c e  e x c e e d s
nineteen  rupees and
fifty paisa per ten
cigarettes

Local ly produced
cigarettes if their retail
price exceeds  ten
rupees  pe r  ten
cigarettes but does
not exceed nineteen
rupees and fifty paisa
per ten cigarettes

Local ly produced
cigarettes if their retail
price does not exceed
ten rupees per ten
cigarettes

Cigarettes
manufactured by a
manufacturer who
remains engaged on
and after the 10th
June, 1994. either
directly or through any
other arrangement, if
the manufacture of
any brand of cigarette
in non-tariff areas

Port land cement,
aluminous cement,
slag cement, super
sulphate cement and
simi lar  hydraul ic
cements, whether or
not colored or in the
form of clinkers

Sixty four per cent

Sixty four per cent

Four rupees and
seventy five paisa per
ten cigarettes plus
seventy per cent per
incremental rupee or
part thereof

Four rupees and
seventy five paisa per
ten cigarettes

Sixty Ð four per cent
of retail price

Seven hundred rupees
per metric ton

Current ProposedHeading /
Sub-Heading

Number Description Rate Description Rate

Federal Excise Act, 2005

First Schedule

Table I (Excisable Goods)

The Bill seeks to make the following amendments in Table I of the First Schedule:
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Serial
No.

6

7

8

98.12
(all sub-headings)

9813.1000

9813.1100
9813.1200
9813.1300
9813.1400
9813.1500

98.13

Telecommunication services

Services provided or rendered
in respect of insurance to a
policy holder by an insurer,
including a re-insurer in case
where direct insurance service
has been provided

(i) Goods insurance
(ii) Fire insurance
(iii) Theft insurance
(iv) Marine insurance
(v) Other insurance

Services provided by banking
companies or non-banking
financial companies

Twenty-one per cent of the
charges

Ten per cent of the gross
premium paid

Ten per cent of the charges

Nineteen per cent of the
charges

Sixteen per cent of the gross
premium paid

Sixteen per cent of the charges

RateHeading /
Sub-Heading

Number
Description

Current Proposed

The Bill seeks the following additions in Table II of the First Schedule:

Serial No.

2A

6A

13

14

Description

9802.4000
&

9802.9000

9812.1710

9819.1000

9819.9090

Advertisement in newspaper and periodicals,
and on hoarding boards, pole signs, sign
boards and shop boards

Short Message Service (SMS)

Services provided or rendered by the
stockbrokers

Services provided or rendered by port and
terminal operators in relation to imports
excluding stevedoring services

Heading /
Sub-Heading

Number

Sixteen per cent of the charges

Paisa twenty per SMS in addition to rate
specified in serial number 6

Sixteen per cent of the charges

Sixteen per cent of the charges

Rate
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Table II (Excisable Services)

The Bill seeks the following amendments in Table II of the First Schedule:

Federal Excise Act, 2005

Notable Notifications

Exemption of Excise Duty SRO 474(I)/2009 dated June 13, 2009

By virtue of this SRO, certain items are exempted whole of excise duty i.e. motor vehicles designed for transport of persons and
racing cars of cylinder capacity exceeding 850cc, viscose staple fiber and services rendered by banking and non-banking financial
institution in respect of Hajj and Umrah, Musharika and modaraba.
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What Year End Can Tax Payer Adopt?

Class of Person Tax Year Type Year End

Companies (including cotton textiles)
Association of persons and Individuals Normal Tax Year July 01 to June 30

Sugar Special Tax Year October 01 to September 30

Person exporting rice Special Tax Year January 01 to December 31

Ginners, Rice huskers, Oil mills Special Tax Year September 01 to August 31

Shawl manufacturers Special Tax Year April 01 to March 31

Who is Required to File a Return of Income?

Following persons are required to furnish a return of income for a tax year:

every company
any other person whose taxable income for the year exceeds:

in case of non-salaried individual and AOP Rs. 100,000
in case of non-salaried woman Rs. 125,000
in case of salaried man Rs. 200,000
in case of salaried woman Rs. 260,000

any non-profit organization
any welfare institution
any person who

has been charged to tax in respect of any of the two preceding tax years
claims a loss carried forward under the Income Tax Ordinance for a tax year
owns immovable property with a land area of 250 sq. yards or more, or owns any flat located in areas
falling within the municipal limits existing immediately before the commencement of Local Government
laws in the provinces, or area in a Cantonment, or the Islamabad Capital Territory. The following are
excluded from this category:

Widows
Orphans below the age of 25 years
Disabled persons
Non-resident Pakistanis in case of ownership of immovable property

owns immovable property with a land area of 500 square yards or more located in a rating area
owns a flat having covered area of 2,000 square feet or more located in a rating area
owns a motor vehicle having engine capacity above 1000cc
has obtained National Tax Number

Who is Required to File Wealth Statement?

Every resident taxpayer filing a return of income for any tax year whose last declared or assessed income or declared income
for the current year is Rs. 500,000 or more is required to furnish wealth statement and wealth reconciliation statement along
with return filed.

Tax Handbook

The FBR is empowered to notify any special tax year.



When to File the Return of Income?

Status Year End Date of Filing Tax Year

Individual & AOP June 30, 2010 September 30, 2010 2010
Company (including falling under PTR)June 30, 2010 December 31, 2010 2010
Company September 30, 2010 September 30, 2011 2011
Company December 31, 2010 September 30, 2011 2011
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Who is Required to Pay Advance Tax?

Every business individual whose latest assessed taxable income excluding the presumptive tax income is more than
Rs. 200,000

Every association of persons

Every company

When to Pay Advance Tax?

   Period Quarter Payment Date

1st July to 30th September September quarter On or before 15th of September
1st October to 31st December December quarter On or before 15th of December
1st January to 31st March March quarter On or before 15th of March
1st April to 30th June June quarter On or before 15th of June

Income Brackets

Where the taxable income
Does not exceed Rs. 100,000 NIL
Exceeds Rs. 100,000 but does not exceed Rs. 110,000 0.50%
Exceeds Rs. 110,000 but does not exceed Rs. 125,000 1.00%
Exceeds Rs. 125,000 but does not exceed Rs. 150,000 2.00%
Exceeds Rs. 150,000 but does not exceed Rs. 175,000 3.00%
Exceeds Rs. 175,000 but does not exceed Rs. 200,000 4.00%
Exceeds Rs. 200,000 but does not exceed Rs. 300,000 5.00%
Exceeds Rs. 300,000 but does not exceed Rs. 400,000 7.50%
Exceeds Rs. 400,000 but does not exceed Rs. 500,000 10.00%
Exceeds Rs. 500,000 but does not exceed Rs. 600,000 12.50%
Exceeds Rs. 600,000 but does not exceed Rs. 800,000 15.00%
Exceeds Rs. 800,000 but does not exceed Rs. 1,000,000 17.50%
Exceeds Rs. 1,000,000 but does not exceed Rs. 1,300,000 21.00%
Exceeds Rs. 1,300,000 25.00%

Rate

Rate of Tax for Non-Salaried Individuals & AOP

Income slabs and tax rates for non-salaried individuals and AOP, where taxable income exceeds Rs. 100,000, would be
applicable on the flat rate basis varying from 0.50% to 25% as under. The basic exemption limit for women is upto
Rs. 125,000.
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Rate of Tax for Salaried Individuals

Income slabs and tax rates for salaried individuals, where taxable income exceeds Rs. 200,000, would be applicable on the
flat rate basis varying from 0.50% to 20% as under. The basic exemption limit for women is upto Rs. 260,000.

Income Brackets

Where the taxable income

Does not exceed Rs. 200,000 NIL

Exceeds Rs. 200,000 but does not exceed Rs. 250,000 0.50%

Exceeds Rs. 250,000 but does not exceed Rs. 350,000 0.75%

Exceeds Rs. 350,000 but does not exceed Rs. 400,000 1.50%

Exceeds Rs. 400,000 but does not exceed Rs. 450,000 2.50%

Exceeds Rs. 450,000 but does not exceed Rs. 550,000 3.50%

Exceeds Rs. 550,000 but does not exceed Rs. 650,000 4.50%

Exceeds Rs. 650,000 but does not exceed Rs. 750,000 6.00%

Exceeds Rs. 750,000 but does not exceed Rs. 900,000 7.50%

Exceeds Rs. 900,000 but does not exceed Rs. 1,050,000 9.00%

Exceeds Rs. 1,050,000 but does not exceed Rs. 1,200,000 10.00%

Exceeds Rs. 1,200,000 but does not exceed Rs. 1,450,000 11.00%

Exceeds Rs. 1,450,000 but does not exceed Rs. 1,700,000 12.50%

Exceeds Rs. 1,700,000 but does not exceed Rs. 1,950,000 14.00%

Exceeds Rs. 1,950,000 but does not exceed Rs. 2,250,000 15.00%

Exceeds Rs. 2,250,000 but does not exceed Rs. 2,850,000 16.00%

Exceeds Rs. 2,850,000 but does not exceed Rs. 3,550,000 17.50%

Exceeds Rs. 3,550,000 but does not exceed Rs. 4,550,000 18.50%

Exceeds Rs. 4,550,000 but does not exceed Rs. 8,650,000 19.00%

Exceeds Rs. 8,650,000 20.00%

Rate

Tax Handbook

Special Rebates

To Senior Citizens

A rebate of 50% of the tax payable is to be allowed to senior citizen (a person who has attained the age of 60 years or
above and his total income does not exceed Rs. 750,000).

To Teachers & Researchers

A further rebate of 50% is to be allowed to a full time teacher or a researcher, employed in a non profit education or research
institution recognized by a Board of Education or Higher Education Commission including Government training and research
institution.



Income Brackets

Where total income:

does not exceed Rs. 550,000 20%

does not exceed Rs. 1,050,000 30%

does not exceed Rs. 2,250,000 40%

does not exceed Rs. 4,550,000 50%

exceeds Rs. 4,550,000 60%

Marginal Taxable Amount
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Marginal Tax Relief for Salaried Taxpayers

Where the total income of the taxpayer marginally exceeds the maximum limit of a slab in the table, the income tax payable
shall be the tax payable on the maximum of that slab plus tax on marginal amount as under:

Internally Displaced Persons Tax (IDPT)

Internally Displaced Persons Tax (IDPT) is to be paid by salaried and non-salaried individuals at the rate of 5% of tax payable
on taxable income of Rs. 1 million or more for the tax year 2009.

Internally Displaced Persons Tax (IDPT) is also payable on bonus to be charged at the rate of 30% as separate block of
income for the tax year 2009. This tax is applicable on corporate employees receiving salary income of Rs. 1 million or more
(excluding bonus).

Tax on Rental Income

In case of non-corporate taxpayers:

Gross Amount of Rent

Where gross amount of rent:

 does not exceed Rs. 150,000

 exceeds Rs. 150,000 but
does not exceed Rs. 400,000

exceeds Rs. 400,000 but
does not exceed Rs. 1,000,000

 exceeds Rs. 1,000,000

Rate of Tax

Nil

5% of gross amount exceeding
Rs. 150,000

Rs. 12,500 plus 7.50% of gross
amount exceeding Rs. 400,000

Rs. 57,500 plus 10% of gross
amount exceeding Rs. 1,000,000
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In case of corporate taxpayers:

Tax Handbook

Allowances & Tax Credit

Section Particulars Concession Maximum Limit

60

61

62

63

64

65A

Zakat

*Charitable Donation

Investment in Shares

Approved Pension Fund
Contribution

Profit on Debt or Share of Mark up
on House Loan

If 90% of sales by the manufacturer
are made to sales tax registered
persons

Straight income
deduction

Straight income
deduction / Tax
credit

Tax credit

Tax credit

Tax credit

Tax credit

N/A

Lower of: Amount of donations or
in case of individual or AOP 30% of taxable income
in case of companies 20% of taxable income

Lower of: Total cost of acquiring shares or
10% of taxable income or Rs. 300,000 per annum

Lower of: Total contribution or premium paid by
individual or 20% of taxable income or
Rs. 500,000 per annum

Lower of: Total profit paid or 50% of total income or
Rs. 750,000 per annum

2.5% of tax payable

* Tax credit would not be allowed to taxpayers qualifying under Presumptive Tax Regime or liable to minimum tax

Gross Amount of Rent

Where gross amount of rent:

does not exceed Rs. 400,000

exceeds Rs. 400,000 but
does not exceed Rs. 1,000,000

exceeds Rs. 1,000,000

Rate of Tax

5% of gross amount of rent

Rs. 20,500 plus 7.50% of gross
amount exceeding Rs. 400,000

Rs. 65,000 plus 10% of gross
amount exceeding Rs. 1,000,000

Company

Banking Company

Public Company (other than a banking company)

Private Company (other than a banking company)

Small Company having turnover upto Rs. 250 million

Tax Rate

35%

35%

35%

20%

Tax Rates for Companies

Minimum Tax

Minimum tax is applicable to a resident company at the rate of 0.5% of turnover adjustable against tax payable of next 3 years.



Minimum Tax for Builders & Developers

* Individual and AOP retailers cannot claim any adjustment of withholding tax collected or deducted under any head during
the year
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Final Tax in Case of Individuals & AOP Being Retailers

Category

In case of:

Builders Rs. 50 per Sq. ft. on 
covered constructed area

Developers Rs. 100 per Sq. yard on the area of land developed

Rate

Category Rate

In case of Individual or AOP being
retailers having turnover upto Rs. 5,000,000 0.5% of turnover as final tax

In case of Individual or AOP being retailers
having turnover

exceeding Rs. 5,000,000 Rs. 25,000 plus 0.5% of the turnover
but does not exceed Rs. 10,000,000 exceeding Rs. 5,000,000

exceeding Rs. 10,000,000 Rs. 50,000 plus 0.75% of the turnover
exceeding Rs. 10,000,000

Tax Depreciation Rates

Description Rates

Building (all type) 10%

Furniture (including fittings)
Machinery and plant (not other wise specified)
Motor vehicles* (all type) 15%
Ships, technical or professional books

Computer hardware including printer, monitor and allied items
Machinery and equipment used in manufacturing of I.T. products30%
Aircraft and aero engines

Below ground installations 100%
Offshore platform and production installations 20%

* Value of passenger vehicles is restricted upto Rs. 1.50 million for depreciation purposes.

Depreciation Allowance

Description

Initial allowance
First year allowance
First year allowance (in case of alternate energy projects)

Section

23
23A
23B

50%
90%
90%

Rate




