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AN OVERVIEW OF THE ECONOMY 

1.1 Budget at Glance 

 
	 2022-23 	 2023-24 	 
	 Budget Estimates % Budget Estimates % 

	 Rupees in billion 

Revenue Receipt 	 
Resource Revenue 	 	 	 	 
Tax Revenue 7,004 78 9,200 76 

Non-Tax Revenue 2,000 22 2,963 24 

	 9,004 100 12,163 100 

Less:  Provincial Share 4,100 46 5,276 43 

Net Revenue 4,904 54 6,887 57 

	 	 	 	 	 
Current Expenditure 8694 91 13,320 92 

Development 
Expenditure 

808 9 1140 8 

Total Expenditure 9,502 100 14,460 100 

Deficit (4,598) 	 (7,573) 	 
	 	 
Capital receipts 1996 44 	 	 
Estimated Provincial 

Surplus 
800 17 	 	 

External Receipts 554 12 2527 33 

Debt from Banking Sector 1172 25 3124 41 

Privatization Proceeds 
– FDF 

96 2 15 0.20 

    Others - Non-bank 
borrowings 

	 	 1906 25 

Total Deficit 4,598 100 7,572 100 
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1.2 Economic Analysis – Geographical Overview 
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1.3 Macro-Economic Indicators 
# Indicator 2022-23 2021-22 Increase/ 

Decrease 
Remarks 

1. GDP Growth Rate 0.29% 6.10% -9525% Unfavorable 
2.  Exports $ 21.2 bn  US $ 28.83 bn  $ -7.63 bn Unfavorable 

3. Agriculture Sector Growth 1.50% 4.40% -6591% Unfavorable 

4. Industrial Sector Growth -2.94% 7.19% -14089% Unfavorable 

5. Large Scale manufacturing  -8.11% 10.61% -17644% Unfavorable 

6. Service Sector Growth 0.86% 6.19% -8611% Unfavorable 

7. Inflation rate (Core) 28.20% 11.30% 14956% Unfavorable 

8. Literacy rate 0.5913 63% -614% Unfavorable 

9. Per capita income US $ 1568 US $ 1,798 230 Unfavorable 

10. Fiscal deficit 3.6% of GDP1 3.8% of GDP 8.60% Favorable 
11. Foreign exchange reserves $ 4.2 bn2 $ 8.4 bn $ -4.2 bn Unfavorable 

12. International credit rating 3 CCC- B- Decrease Unfavorable 
13. Foreign Direct Investment $ 1 bn $ 1.4 bn $-0.4 bn Unfavorable 

14. Unemployment rate 6.30% 4.70% - Unfavorable 

 

1.4 Economic Survey 2022-23 
Following are the highlights of Pakistan Economic Survey 2022-23 launched here Thursday by 
Federal Minister for Finance and Revenue, Senator Mohammad Ishaq Dar: 

§ The GDP growth rate for the FY2023 steeply declined to 0.29% (Provisional) against 6.1% last 
year. 

§ Agriculture sector also showed a mild growth of 1.55 % as compared with the 4.27% in last 
year. 

§ The industrial sector reflected negative growth of -2.94% whereas in last year it showed a 
positive growth of 6.83% 

§ The manufacturing also showed a negative growth of -3.91% against 10.86 % last year 
§ Construction Sector also showed declining growth rate of -5.53% which had showed growth 

rate of 1.90% in last year 
§ Services Sector growth was also 0.86% as compared to the last year growth rate of 6.19% 

last year. 
§ Transport and Storage sector has comparatively performed better than last year where 

growth rate of 4.73% is noted as compared with 4.09% last year similarly accommodation 
and food services activities have grown by 4.11%, which was slight better rate than 4.08% in 
last year. 

§ The Per Capita Income decreased from $1,765 last year to $1,568. This -11.2 % negative 
growth was due to Currency depreciation, lower growth, and rising population 

§ Current Account Deficit (Jul-Apr, FY2023) narrowed down by 76% to $ 3.3 bn (1.0 % of GDP) 
against the deficit of $ 13.7 bn last year (3.6 % of GDP). 

§ Exports (Jul-May FY2023) reached $ 25.4 bn ($ 28.9 bn last year), declined by 12.1%. 
§ Imports (Jul-May FY2023) restricted to $ 51.2 bn ($72.3 bn last year), reflecting a decline of 

29.2%. 
§ Trade deficit (Jul-May FY2023) contained by 40.4% to $25.8 bn (deficit of $ 43.4 bn last year) 
§ FDI (Jul-Apr, FY2023) declined by 23.2 % to $ 1.17 bn ($ 1.52 bn last year) 

                                                        
1 till July & March 2023 
2 April 2023 
3 Moody 
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§ Remittances (Jul-Apr, FY2023) declined by 13.0% to $ 22.7 bn ($ 26.1 bn last year). 
 

1.5 Global Outlook 
The global economy is projected to grow by 1.7% in 2023 and 2.7% in 2024. The sharp downturn in 
growth is expected to be widespread, with forecasts in 2023 revised down for 95% of advanced 
economies and nearly 70% of emerging market and developing economies. 

Over the next two years, per-capita income growth in emerging market and developing economies is 
projected to average 2.8%—a full percentage point lower than the 2010-2019 average.	In Sub-Saharan 
Africa—which accounts for about 60% of the world’s extreme poor—growth in per capita income over 
2023-24 is expected to average just 1.2%, a rate that could cause poverty rates to rise, not fall. 

“The crisis facing development is intensifying as the global growth outlook deteriorates,”	said	World 
Bank Group President	David Malpass. “Emerging and developing countries are facing a multi-year 
period of slow growth driven by heavy debt burdens and weak investment as global capital is absorbed 
by advanced economies faced with extremely high government debt levels and rising interest rates. 
Weakness in growth and business investment will compound the already-devastating reversals in 
education, health, poverty, and infrastructure and the increasing demands from climate change.” 

Growth in advanced economies is projected to slow from 2.5% in 2022 to 0.5% in 2023. Over the past 
two decades, slowdowns of this scale have foreshadowed a global recession.	In the United States, 
growth is forecast to fall to 0.5% in 2023—1.9 percentage points below previous forecasts and the 
weakest performance outside of official recessions since 1970. In 2023, euro-area growth is expected 
at zero percent—a downward revision of 1.9 percentage points. In China, growth is projected at 4.3% in 
2023—0.9 percentage point below previous forecasts. 

Excluding China, growth in emerging market and developing economies is expected to decelerate from 
3.8% in 2022 to 2.7% in 2023, reflecting significantly weaker external demand compounded by high 
inflation, currency depreciation, tighter financing conditions, and other domestic headwinds. 

By the end of 2024, GDP levels in emerging and developing economies will be roughly 6% below levels 
expected before the pandemic.	Although global inflation is expected to moderate, it will remain above 
pre-pandemic levels. 

The report offers the first comprehensive assessment of the medium-term outlook for investment 
growth in emerging market and developing economies.	Over the 2022-2024 period, gross investment 
in these economies is likely to grow by about 3.5% on average—less than half the rate that prevailed in 
the previous two decades. The report lays out a menu of options for policy makers to accelerate 
investment growth. 

“Subdued investment is a serious concern because it is associated with weak productivity and trade 
and dampens overall economic prospects. Without strong and sustained investment growth, it is 
simply impossible to make meaningful progress in achieving broader development and climate-related 
goals,”	said	Ayhan Kose,	Director of the World Bank’s Prospects Group.	“National policies to boost 
investment growth need to be tailored to country circumstances but they always start with 
establishing sound fiscal and monetary policy frameworks and undertaking comprehensive reforms in 
the investment climate.” 

The report also sheds light on the dilemma of 37 small states—countries with a population of 1.5 million 
or less. These states suffered a sharper COVID-19 recession and a much weaker rebound than other 
economies, partly because of prolonged disruptions to tourism. In 2020, economic output in small 
states fell by more than 11%— seven times the decline in other emerging and developing economies. 
The report finds that small states often experience disaster-related losses that average roughly 5% of 
GDP per year. This creates severe obstacles to economic development. 
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Policymakers in small states can improve long-term growth prospects by bolstering resilience to 
climate change, fostering effective economic diversification, and improving government 
efficiency.	The report calls upon the global community to assist small states by maintaining the flow of 
official assistance to support climate-change adaptation and help restore debt sustainability. 

1.5.1 Regional Outlook 
§ East Asia and Pacific:	Growth is expected to increase to 4.3% in 2023 and to 4.9% in 2024.  

§ Europe and Central Asia:	 Growth is expected to slow to 0.1% in 2023 before increasing to 
2.8% in 2024.  

§ Latin America and the Caribbean:	Growth is projected to slow to 1.3% in 2023 before 
recovering to 2.4% in 2024.  

§ Middle East and North Africa:	Growth is expected to slow to 3.5% in 2023 and 2.7% in 2024.  

§ South Asia:	Growth is projected to slow to 5.5% in 2023 before picking up to 5.8% in 2024.  

§ Sub-Saharan Africa:	Growth is expected to be at 3.6% in 2023 and rise to 3.9% in 2024.  

Country Real GDP (%) Unemployment Rate (%) 
2023 2022 Change 2023 2022 Change 

China 4.5 4.4 0.1 5.2 5.5 -0.3 
USA 1.6 3.7 -2.1 3.4 3.6 -0.2 
UK 0.2 3.7 -3.5 3.9 3.7 0.2 
Italy 0.6 2.3 -1.7 7.8 8.4 -0.6 

Russia -1.9 -8.5 6.6 3.3 4.3 -1 
Australia 2.3 4.2 -1.9 3.7 3.9 -0.2 
Japan 1.3 2.4 -1.1 2.6 2.5 0.1 
India 6.1 8.2 -2.1 7.8 7.8 - 
Pakistan 0.29 5.97 -5.68 6.3 4.7 1.6 

 

1.6 The Glazing Frame of Pakistan’s Economy 
1.6.1 Stream of Challenges 

§ High inflation 
§ Large trade deficit 
§ Low rate of economic growth 
§ Poverty and unemployment 
§ Large informal economy 
§ Inadequate and underdeveloped infrastructure 
§ Fiscal deficit 
§ Poor tax-GDP ratio 

 
1.6.2 Strengths of Pakistan economy 

§ Abundance of natural resources 
§ Human capital 
§ Excellent geographical location 
§ Hardworking masses 
§ Large internal market supported by dynamic demographics 
§ Large remittances from migrant workers 
§ Large and inexpensive labour force 
§ Development of economic corridors with China and Central Asia, door to the Indian Ocean 
§ A major player in Islamic finance 
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§ Mineral potential 
 

1.6.3 Projects in Pipeline 
§ The project of Diamer Basha Dam continued as per the plan. The dam will provide a gross 

storage capacity of 8.10-million-acre feet along with a production capacity of 4,500 MW of 
electricity. Construction on the 4,800-megawatt plant began in June 2020, with an estimated 
completion cost of USD 14 billion. It is scheduled to be finished by 2027. Pakistan's first green 
bond was issued to fund the dam, raising USD 500 million by May 2021 from foreign investors. 
 

§ Another substantial project is Mohmand Dam. The activities for construction of the dam have 
been expedited. The work on two diversion tunnels will be completed next year and the work 
on nine other project sites have also been accelerated. The project is expected to be completed 
by 2025 and will provide a gross storage capacity of 1.23-million-acre feet. Simultaneously, it 
will also add 800 MW to the national grid. 
 

§ The cost of both the dams is estimated $14 billion and $2.1 billion which is being financed 
through various sources. Recently, the Government of Pakistan has been applauded for adding 
another stream of finance by launching country’s first Green Eurobond (Indus Bond) for ten 
years at 7.5% through WAPDA with an aim to raise $500 million from the international market 
to fund the construction of both the dams. The idea received a massive response by the 
international companies including the top companies of the world reaching to around $3 billion 
which is almost six times more than planned. 
 

§ Quaid-e-Azam Solar Park is going to be one of the world’s largest solar power plant. It is 
spanned around 2,630 hectares in Bahawalpur, Punjab having an installed capacity of 1000 MW 
with an estimated cost of $ 1.24 billion. Currently, the construction of remaining 600 MW under 
CPEC is in progress as 400 MV has already been added to the system.  
 

§ Another worth mentioning project is Thar Mine Mouth Oracle Power Plant & Surface Mine 
which has been planned to level up the production capacity to 1,320 MW. The paperwork and 
necessary essentials of this project have been initiated. 

 
1.7 Dream Plan 
The Ministry of Planning, Development & Special Initiative has developed annual plan for various 
sectors and for 2023 it has planned following activities 
 

§ For CPEC, 2022-23 is planned to be the year of industrial cooperation, agriculture 
modernization, socio-economic development, and scientific collaboration in addition to the on-
going projects in infrastructure and energy. Moreover, projects in the petroleum sector are 
envisaged to be taken up in the years to come to make Pakistan’s carbon energy supply more 
secure through diversification.  
 

§ In Industrial cooperation, out of the nine prioritized special economic zones, four economic 
zones namely Rashakai SEZ, Allama Iqbal Industrial Zone, Dhabjei SEZ and Bostan SEZ 
Strengthening the federation-leaving no one behind Annual Plan 2022-23 100 have been 
placed on the priority list. Work on utilities provision such as gas and electricity have already 
been started and sufficient supply will be ensured in the year 2022-23 to effectively run the 
economic zones.  
 

§ Power requirements for Rashakai, Allama Iqbal, Dhabeji and Bostan SEZs are respectively 210 
MW, 375 MW, 250 MW and 50 MW, whereas, gas requirements are 30, 40, 30 and 10 MMCFD 
respectively.  
 

§ In the agriculture sector, it was agreed in the 2nd Agriculture Joint Working Group meeting held 
on 24th April, 2020 to formulate an action plan for the sector with an emphasis on enhancing 
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the productivity of major crops, value addition in agriculture produce, reducing post-harvest 
waste and pest and disease control as well as high-quality seed development and production. 
Human Resource Development and agriculture mechanization are also part of the plan to bring 
efficiency and innovation in the agriculture sector. The same has been completed and shared 
with the Chinese side for consideration.  
 

§ To promote cooperation in Science & Technology, the two sides have agreed to strengthen 
cooperation in science & technology, people-to-people exchange, joint laboratories, science 
parks and technology transfer under the BRI STI Action Plan.  
 

§ In the socio-economic sector, 27 projects have been identified under poverty alleviation, 
health, education, vocational training, agriculture and water supply, all 17 fast track projects will 
be implemented during 2022-23. Scope and content of the remaining 10 priority projects have 
been mutually shared, and letter of exchanges (LoEs) except of one Agriculture project which 
has already been signed, will be finalized in the planned year.  
 

§ In the power sector, future projects will be considered in CPEC Framework as per the agreed 
document “Guiding Principles for China-Pakistan Economic Corridor Cooperative Energy 
Projects” to provide a stronger foundation for the energy cooperation during the next stage.  
 

§ Tourism promotion as part of the Long-Term Plan is another area of cooperation under the 
CPEC framework. Coastal tourism, eco-tourism in Gilgit-Baltistan, and integrated tourism 
zones in KP are among the areas in the tourism sector to be opened up for deliberation this 
year.  
 

§ In infrastructure, Mainline-1 (ML-1) is a strategic project that will achieve a significant 
milestone during 2022-23. The project, once implemented, is expected to considerably 
improve the logistics performance of Pakistan.  
 

§ Water Resource Sector is one of the key sectors of the Public Sector Development portfolio, 
to achieve key targets (2018-30) set in the National Water Policy 2018 i.e.: (i) reduction of 33 
percent in conveyance losses through watercourses lining, (ii) Increase storage capacity by 
adding 10 MAF live storage and (iii) 20 percent increase in water use efficiency by introducing 
modern irrigation techniques. 

 
1.8 The Glance of Destination 
The smooth sailing of the current effective economic policies with a measure leading to a sustainable 
inflation rate and to carve the pavement towards new structural reforms much needed in the tax 
collection system, agricultural and industrial sectors along with stable financing solutions to small and 
medium sized businesses will definitely reap fruits in the long run. The gains to be obtained from 
completion of the construction of dams, power plants, IT facilities and special zones, environmental 
conservation projects will enormously bolster the economy to flourish. 
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AMENDMENTS IN INCOME TAX ORDINANCE 2001 
2.1 Salient Features 

§ The section 4C has been proposed to apply on all persons across the board on income above 
Rs. 150 (m):  

§ Three new income slabs of Rs. 350(m) to Rs. 400(m), Rs. 400(m) to Rs. 500(m) and Rs. 500(m) 
have been inserted above to be taxed at 6%, 8% and 10% respectively.  

§ Advance adjustable withholding tax @ 0.6% have been proposed to be applied on non-ATL 
persons on cash withdrawal.  

§ To increase 1% withholding tax rates on supply of goods other than sale of rice, cotton seed or 
edible oils, on rendering of services including service subject to concessionary tax rate of 3% 
but excluding electronic and print media advertising services and on execution of contracts 
excluding sportsperson.  

§ Withholding tax rate for commercial importer on import of goods falling in Part III of Twelfth 
Schedule to the Income Tax Ordinance, 2001 to be increase by 0.5%.  

§ Re-imposition of 10% final withholding tax on issuance of bonus shares by a company (20% for 
non-ATL).  

§ Increase in withholding tax rate from 1% to 5% on payment to non-resident through 
debit/credit or prepaid cards. (2% to 10% for Non-ATL person).  

§ Imposition of an adjustable advance tax at Rs. 200,000 at the time of issuance of work 
permit/visa on employment of a foreign domestic helper.  

§ Imposition of additional tax at the rate not exceeding fifty percent on income profit and gains 
of a person or class of persons on account of extraordinary gains due to exogenous factors.  

§ Continuation of concessionary fixed tax rate of 0.25% for IT & ITeS exports for Tax years 2024, 
2025 and 2026.  

§ Automated issuance of an exemption certificate for payment to a non-resident person within 
30 days of application.  

§ Withdrawal of Sales Tax return filing requirement for availing concessionary fixed tax rate of 
0.25% for IT & ITeS exports. 

§ Increase in business turnover limit of a manufacturer from Rs. 250 (m) to Rs. 800 (m) to qualify 
for concessionary tax regime for SMEs and inclusion of IT & ITeS in SMEs definition.  

§ Concessionary tax rate of 20% on banking company’s income from additional advances to IT 
& ITeS sector instead of standard rate of 39%.  

§ Enhancement of monetary limit of foreign remittance remitted from outside Pakistan from 
five million rupees to rupee equivalent of USD 100,000 for the purpose of section 111(4) which 
places bar on asking nature and source of unexplained income/assets.  

§ Waiver of 2% final withholding tax on purchase of immovable property for non-resident 
individual POC/NICOP holder where immovable property is acquired through foreign 
remittances remitted from abroad.  

§ Reduction in tax liability @ 10% or Rs. 5 (m) whichever is lower for a builder and 10% reduction 
or Rs. 1 (m) whichever is lower for an individual for own construction of house for three years.  

§ 50% reduction in tax liability for three years for youth entrepreneurship (maximum limit of Rs 
2 million for Individual / AOP and Rs 5 million for a company). Youth is defined as a natural 
person up to the age of 30 years.  

§ Extension for two years for the purpose of concessionary tax rate of 20% for banking 
company’s income from additional advances to low cost housing, agriculture, and SMEs 
including IT & ITeS.  

§ Encouraging export of commodities (Agriculture produce, gems, metals etc.) through online 
platform by providing 1% concessionary final tax rate to indirect exporters.  

§ Reduction of minimum tax liability on turnover from 1.25% to 1.0% for companies listed on 
Pakistan Stock Exchange.  

§ Extension of exemption for one-year granted to a person to profits and gains on sale of 
immovable property or share of special purpose vehicle to any type of REIT scheme i.e. up to 
30th June, 2024.  
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§ Extension of Income Tax exemption for one year i.e. up to 30th June, 2024 for resident persons 
of FATA/PATA. 15. Five years tax holiday for agro based industries being SMEs set up on or 
after 1st July, 2023 from tax year 2024 to tax year 2028.  

§ Broadening the scope of definition of Permanent Establishment in Pakistan of non-resident 
person.  

§ Streamlining the definition of Associates to make it more succinct and elaborate.  
§ Bringing more clarity in carry forward regime of minimum tax on turnover.  
§ Removal of technical mistake in banking sector super tax regime by substituting tax year 2022 

with tax year 2023.  
§ Insertion of enabling provision for computation, collection and payment of super tax under 

section 4C.  
§ Introduction of enabling provision for the purpose of effecting recovery of outstanding non-

tax revenue under any other statute or law by the Commissioner Inland Revenue.  
§ Giving effect to change of name from “Prime Minister’s Flood Relief Fund 2022” to “Prime 

Minister’s Relief Fund for Flood, Earthquake and Other Calamities”.  
§ Re-imposition of advance adjustable withholding tax from persons not on ATL.  

 
2.2 Section Wise Amendments 
Section 2: Clause (29) – Amendment 
The proposed amendment intends to increase the scope of ‘income’ by including the amount which is 
subject to collection or deduction of tax under section 236Z of the Ordinance in definition of income. 
Section 236Z is an addition according to which bonus shares issued will be deemed as income of the 
shareholder (discussed in detail in amendment 22 below). 
 
Clause (41) – Amendment 
The proposed amendment intends to omit the condition of having a ‘fixed’ place of business being a 
permanent establishment. This condition was added through Finance Act, 2006. 
The proposed amendment intends to increase the scope of definition of permanent establishment by 
including furnishing of services through an entity.  
 
Clause (59a) – Amendment 
The proposed amendment intends to enhance the threshold of annual turnover for eligibility of ‘small 
and medium enterprise’ from two hundred and fifty million rupees to eight hundred million. Further, in 
addition to manufacturing activity, it is proposed to include rendering of IT and IT enabled services in 
eligibility for becoming a small and medium enterprise. 
 
Section 4C: Sub-Section (5A) – Addition 
The proposed addition seeks application of provisions of section 147 of the Ordinance on the tax 
payable under section 4C i.e., ‘Super tax on high earning persons’. Tax payable under this section will 
now be recovered on quarterly basis along with advance tax under section 147 of the Ordinance. 
 
Section 39: Sub-Section (1)(lb) – Addition 
The proposed revenue measure intends to include income arising to the shareholders of the company 
from issuance of bonus shares in the definition of income from other sources. 
 
Section 44A: Addition 
The proposed addition intends to exempt ‘qualified investment’ as defined in Foreign Investment 
(Promotion and Protection) Act, 2022 from taxes on income (including capital gains), withholding taxes, 
minimum and final taxes under the Ordinance. 
 
Further, all investors and shareholders of the qualified investment, their associates and companies 
defined in Second and Third Schedule of the above Act shall also be exempt from taxes and other 
provisions of the Ordinance. 
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Section 65I: Addition 
The proposed addition seeks to give a tax credit to individuals for the tax year in which the individual 
constructs a new house, provided that the said house is completed during tax year 2024 to 2026 and 
completion certificate is furnished along with the return. This tax credit shall be available for tax years 
2024 to 2026. Amount of tax credit shall be lesser of ten percent of tax assessed to the person for the 
tax year or one million rupees.  
 
For the purpose of this section, new house means a residential house, layout plan of which is approved 
by the concerned authority on or after 1st day of July 2023. 
 
Section 85: Sub-Section (1) – Amendment 
The proposed amendment intends to enhance the scope of associates by including the persons that 
are sufficiently influenced by one another, either alone or together with an associate or associates. It 
further explains sufficiently influenced means being directly or indirectly, economically and financially 
dependent on each other. 
 
It further includes the persons that enter into a transaction with the other, who is resident of jurisdiction 
with zero taxation regime, into the definition of associates. 
 
Sub-Section (5) – Addition 
The proposed addition seeks to define the jurisdiction with zero taxation regime means jurisdiction as 
may be prescribed. 
 
Section 99D: Addition 
The proposed addition is a revenue measure to impose an additional tax on the income, profit or gains 
that have arisen in preceding five tax years from tax year 2023 and onwards, due to any economic 
factor or factors that resulted in unexpected income, profits or gains whether or not disclosed in the 
financial statements. 
 
Federal Government may determine the economic factors including but not limited to international 
price fluctuation having bearing on any commodity price in Pakistan or any sector of the economy or 
difference in income, profit or gains on account of foreign currency fluctuation. Further the rate, scope, 
time and payment of tax payable under this section will be provided by Federal Government however, 
the rate will not exceed fifty percent of such income profit or gains. 
 
Section 111: Sub-Section (4) – Amendment 
The proposed amendment seeks to benefit the taxpayers by increasing the threshold for exemption 
from provisions of section 111(1) from five million rupees to rupee equivalent of one hundred thousand 
United States dollars. 
 
Section 113: Sub-Section (3)(c) – Addition 
The proposed addition intends to clarify that the excess tax paid under section 113 will be calculated by 
comparing tax payable under this section with tax payable under clause (1) of Division I or Division II of 
Part I of the First Schedule. 
 
Section 146D: Addition 
The proposed addition seeks to empower Commission Inland Revenue for recovery and deposit of 
liability where the outstanding liability under any other statute in respect of any defaulter is treated as 
Income Tax arrears. 
 
Section 147: Sub-Section (4), (4AA) & (4B) – Amendment 
The proposed amendment seeks to include tax assessed under section 4C in latest tax year for 
computation of advance tax due for a quarter. 
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Section 152:  Sub-Section (5A) – Addition 
The proposed addition intends to add a proviso that the Commissioner shall be deemed to have issued 
the exemption certificate upon expiry of thirty days and the certificate shall be automatically 
processed and issued by Iris, subject to the condition that in computing the said period of thirty days, 
days taken for adjournment shall be excluded. However, the Commissioner may modify or cancel the 
certificate issued automatically by Iris on the basis of reasons to be recorded in writing after providing 
an opportunity of being heard. 
 
Section 154: Sub-Section (3B) – Amendment 
The proposed amendment seeks to apply the provisions of tax deduction under section 154 of the 
Ordinance on payments made by every direct exporter and an export house registered under the 
Export Facilitation Scheme, 2021. 
 
Section 154A: Sub-Section (2)(c) – Amendment 
The proposed amendment intends to relieve the taxpayers, having PSEB certificate,  engaged in 
exports of computer software or IT services or IT enabled services from filing of sales tax returns 
under Federal or Provincial laws. 
 
Section 164A: Amendment 
The proposed amendment seeks to change the name of the section from ‘Payment of tax collected or 
deducted by SWAPS agents’ to ‘Settlement of transactions liable to Withholding Tax by SWAPS 
agents. 
 
Section 168: Sub-Section (3)(k) – Addition 
The proposed addition seeks to exclude the tax deducted under section 236Z of the Ordinance from 
tax liability as the tax deducted under section 236Z shall be final liability of the taxpayer on that income. 
 
Section 169: Sub-Section (1)(b) – Amendment 
The proposed amendment intends to include the tax deduction under section 236Z of the Ordinance in 
the definition of ‘tax collected or deducted as a final tax’. 
 
Section 218: Sub-Section (2)(b) – Amendment 
The proposed amendment intends to omit the choice available between clause b and clause c of sub-
section for proper serving of notice to a non-resident person. 
 
Section 230J: Addition 
The proposed addition intends establishment of an Institute to be known as ‘International Centre of Tax 
Excellence’. The purpose of this shall be to help contribute to the development of tax policy, prepare 
model national tax policy, deliver interdisciplinary research in tax administration and policy, 
international tax cooperation, revenue forecasting, conduct international seminars, workshops and 
conferences on the current issues faced by tax authorities in the field of international taxation, capacity 
building of Inland Revenue Officers, tax analysis, improve the design and delivery of tax administration 
for maximizing revenue within existing provisions to close the tax gap or any other function as directed 
by the Board or the Federal Government. The Board may establish a committee to monitor the 
establishment of the Institute including appointment of the Project Director for the purpose. 
 
Section 231AB: Addition 
The proposed revenue measure seeks to reinstate the applicability of withholding tax at a rate of 0.6% 
on cash withdrawal by non-active taxpayers on total payments for cash withdrawal in a day, 
exceeding fifty thousand rupees. 
 
Section 231C: Addition 
The proposed addition intends collection of tax amounting to two hundred thousand rupees by the 
authority issuing or renewing domestic aide visa of any foreign national. The said tax shall be deducted 
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from the agency, sponsor or the person employing the services of such foreign national. The tax so 
collected shall be treated as adjustable ta. 
 
Section 236K: Sub-Section (1) – Amendment 
The proposed amendments intends to exclude the buyer or transferee from application of tax 
deduction under this section in case where the buyer or transferee is a non-resident individual holding 
a POC or NICOP or CNIC who has acquired the said immovable property through a Foreign Currency 
Value Account (FCVA) or NRP Rupee Value Account (NRVA) maintained with authorized banks in 
Pakistan under the foreign exchange regulations issued by the State Bank of Pakistan upon 
submission of certificate as may be prescribed. Previously, this deduction of tax was treated as final 
discharge of tax liability on such persons. 
 
Section 236Z: Addition 
The proposed addition is a revenue measure requiring every company to withhold tax at a rate of ten 
percent from the issuance of bonus shares to its shareholders. The company issuing bonus shares shall 
deposit the said tax within fifteen days of closure of books, whether or not tax has been from the 
shareholders. The company shall be entitled to collect and recover the tax from shareholders before 
the issuance of the issuance of bonus shares. 
If shareholder neither makes payment of tax to the company nor collects its bonus shares, within 
fifteen days of issuance of bonus shares, the company may proceed to dispose of its bonus shares to 
the extent it has paid tax on its behalf under this section. 
 
The issuance of bonus shares shall be deemed to be income from other source of the shareholder and 
tax collected and deposit under this section shall be final tax on such income of the shareholder. 
 
Amendments in First Schedule- Part I: Rates of Tax 
Rate of Super Tax on high earning persons – Division IIB – Substitution 
Finance bill 2023-2024 proposed to make amendments in rate of Super tax on high earning persons 
under section 4C of Income Tax Ordinance, 2001. The new proposed rates are as follows which shall be 
added in Division IIB, Part I of First schedule of Income Tax Ordinance,2001. 
 

#  Income under section 4C Rate of Tax  
1. Where income does not exceed Rs. 150 million 0% of the Income 
2. Where income exceeds Rs.  150 million but does not exceed Rs. 200 million 1% of the Income 
3. Where income exceeds Rs.200 million but does not exceed Rs. 250 million 2% of the Income 
4. Where income exceeds Rs.250 million but does not exceed Rs. 300 million 3% of the income   
5. Where income exceeds Rs. 300 million but does not exceeds 350 million 4% of the income 
6. Where income exceeds Rs. 350 million but does not exceeds 400 million 6% of the income 
7. Where income exceeds Rs. 400 million but does not exceeds 500 million 8% of the income 
8. Where income exceeds Rs. 500 million 10% of the income 

 
 

 
 
 
 
 
Rate of Minimum tax under Section 113C – Division IX – Substitution 
Finance bill 2023-2024 proposed to make amendments in rate of minimum tax under section 113C of 
Income Tax Ordinance, 2001.It is proposed to substitute a new tax rate table in Division IX Part I of First 
Schedule of Income Tax Ordinance, 2001. Following are the new tax rates in the on-going table. S. No.4, 
S.No.5 and entries related thereto in columns (2) and (3) of Division IX of Part I of the Income Tax 
Ordinance, 2001 which shall be inserted as. 
 

Comments: 
Increase in tax brackets for the high earning persons reflects the government's intention to enhance fiscal progressivity and 
address income disparities. This adjustment strikes a balance between revenue generation and incentivizing economic 
growth. While it is expected to generate additional revenue and contribute to reducing income inequalities, consistent 
monitoring, enforcement, and effective utilization of funds are imperative to ensure the desired outcomes. 
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# Person(s) Minimum Tax as percentage of 
the person’s turnover for the 
year  

4. Company listed on Pakistan Stock Exchange, if not 
covered in S. No.1 to 3 above 

1% 

5. In all other cases 1.25% 
 
 
 
 
 
 
First Schedule- Part II: Rates of Advance Tax 
Rate of Advance Tax – Insertion 
Finance bill 2023-2024 proposed to impose a new tax rate on import made by commercial importer 
under section 148 of Income Tax Ordinance, 2001.It is proposed to insert the expression “and 6% of the 
import value as increased by customs duty and sales tax and federal excise duty in case of a 
commercial importer”. After the proposed amendment the column 3 of table in Part II of first schedule 
of Income Tax Ordinance shall be read as; “5.5% of the import value as increased by customs-duty, 
sales tax and federal excise duty and 6% of the import value as increased by customs duty sales tax 
and federal excise duty in case of a commercial Importer.” 
 
 
 
 
 
 
 
First Schedule- Part III: Deduction of Tax at source  
Payment to Non-Residents – Division II – Substitution 
Finance bill 2023-24 proposed revised rate for tax to be deducted while making payment to non-
resident under section 152 of Income Tax Ordinance, 2001.  
 
-Amendments in Paragraph-4: 
It is proposed to substitute the expressions “4%” and “4.5%”, with the expressions “5%”  
and “5.5%” respectively in sub-paragraphs (i) and (ii) of paragraph (4) of Division II of Part-III, First 
schedule of Income Tax Ordinance, 2001. 
 
The amended above mentioned paragraph (4) shall be read as: 
“(4) The rate of tax to be deducted from a payment referred to in clause (a) of sub-section (2A) of 
section 152 shall be- (i) in case of a company, 5% of the gross amount payable; and (ii) in any other case, 
5.5% of the gross amount payable “ 
 
-Amendments in Paragraph-5: 
--Revision of tax to be deducted at source: 
In sub paragraph (i) It is proposed to substitute the expression “3%” with the expression “4%”. 
According to amendment, while making payment for specified services the taxpayer shall deduct all 
mentioned in sub paragraph (i) at 4%. In sub paragraph (ii) it is proposed to substitute the expression 
“8%” and “10%” with “9%” and “11%”. 
 
-Amendments in Paragraph-6: 
It is proposed to substitute the expression “7%” with “8%” in subparagraph (ii) of paragraph (6) of 
Division II of Part-III, First schedule of Income Tax Ordinance, 2001.  
 

Comments: 
Government reduced the rate of minimum tax in order to provide relief to companies listed on Pakistan Stock exchange. 
Previously minimum tax chargeable for both listed and unlisted companies were 1.25%. The proposed adjustment to lower 
the minimum tax rate on companies listed on the Pakistan Stock Exchange signals the government's intent to promote 
market competitiveness and attract investment in the stock exchange 

Comments: 
The proposed increase in customs duty for commercial importers signifies government’s intention capture a larger share of 
the import value. The adjustment in customs duty may encourage import substitution by promoting domestic production 
and manufacturing. Further imposing duties on import shows governments intentions to encourage local production and 
exports 

Comments: 
Any adjustment in withholding tax rates should consider the principles of progressive taxation and equity. By increasing rate 
of tax deducted at source while making payment to non-resident under section 152 of Income Tax Ordinance, 2001 shows 
government objective to, collect a larger portion of tax liabilities at the source, ensuring a more efficient and timely collection 
process. 
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Payment for Goods and Services– Division III – Substitution 
Finance bill 2023-24 proposed revised rate for tax to be deducted while making payment to vendors 
for supply of goods and services under section 153 of Income Tax Ordinance, 2001.  
 
-Amendments in Paragraph-1: 
Finance bill 2023-24 seek to substitute “4%” and “4.5%” with “5%” and “5.5%” respectively in 
subparagraph (b) of paragraph (1) of Division III of Part-III, First schedule of Income Tax Ordinance, 2001.  
 
The bill proposes that the taxpayer while making payments for supply of goods under section 153(1)(a) 
of Income Tax Ordinance, 2001 shall deduct tax at 5% in case of company and 5.5% while making 
payment to person other than company. 
 
-Amendments in Paragraph-2: 
Finance bill 2023-24 seek to substitute “3%” with “4%” in subparagraph (i) of paragraph (2) of Division 
III of Part-III, First schedule of Income Tax Ordinance, 2001.  
 
The bill proposes that the taxpayer while making payments to person for supply of specified services 
under section 153(1)(b) of Income Tax Ordinance, 2001 shall deduct tax at 3% of gross amount payable. 
 
Finance bill 2023-24 proposed also that to substitute the expression “8%” and “10%”  with “9%” and 
“11%” in clause (a) and (b) of sub-paragraph (ii) of paragraph (2) of Division III of Part-III, First schedule 
of Income Tax Ordinance, 2001.  
The bill proposes that the taxpayer while making payments to person for supply of services under 
section 153(1)(b) of Income Tax Ordinance, 2001 shall deduct tax at 9% of gross amount payable while 
making payment to company and 11% of the amount to persons other than company. 
 
-Amendments in Paragraph-3: 
Finance bill 2023-24 seek to substitute the expressions “6.5%” and “7%” with “7.5%” and “8%” 
respectively in sub paragraphs (ii) and (iii) of paragraph (3) of Division III of Part-III, First schedule of 
Income Tax Ordinance, 2001.  
 
The bill proposes that the taxpayer while making payment for execution of contracts under section 
153(1)(c) of Income Tax Ordinance, 2001 shall deduct tax at 10% of gross amount payable in case of 
sportsperson, 6.5% of gross amount payable in case of company and 7% of gross amount payable in 
any other case. 
 
 
 
 
 
 
Export of Services – Division IVA – Insertion 
Finance bill 2023-24 proposed to insert the expression “for tax years 2024 up to 2026” after the word 
“proceeds” in column (3), S. No.1, in the table of Division IVA of part-III of First schedule of Income Tax 
Ordinance, 2001. Previously it was 0.25% of the proceeds only. 
 
 
 
 
Advance tax on amount remitted abroad through credit, debit or prepaid cards-Substitution 
 
Finance bill 2023-24 proposed to insert expression “1%” with the “5%”. The Amended clause shall be 
read as “The rate of tax to be deducted under section 236Y shall be 1% of the gross amount remitted 
abroad.” 

Comments: 
In order to get steady and consistent cash inflow of revenue throughout the year the government has revised the rates of 
withholding tax of payments for goods, services and contracts under section 153 of Income Tax Ordinance, 2001. By 
collecting advance tax, the government can maintain a stable fiscal environment, which is essential for economic stability 
and sustainable development. Higher rate of advance tax will also reduce tax burden at the end of tax year. 

Comments: 
The government's decision to change the rate of export of services tax to a fixed 0.25% for tax years 2024 up to 2026 aims 
to simplify tax calculations and provide certainty for service exporters. While it offers advantages in terms of simplification 
and compliance, it is crucial to assess the implications for revenue generation and the competitiveness of businesses. 
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Second Schedule 
(A) Part I 
The finance bill seeks to proposes; 
in clause (66), sub-clause (1), Table 1, and after column (1), the below column (2) shall be added; 
 

‘(lxiii) The Prime Minister's Relief Fund for Flood, Earthquake and Other Calamities with effect on 
and from the 5th August, 2022. 

(lxiv) Film and Drama Finance Fund 
(lxv) Export-Import Bank of Pakistan 
(lxvi) Shaheed Mohtarma Benazir Bhutto Institute of Trauma, Karachi 
(lxvii) Shaheed Zulfikar Ali Bhutto Institute of Science and Technology 

 
in clause (99A), for the figure, “2023”, the figure “2024” shall be substituted; It signifies that the 
exemption of profit and gain on sale of immovable property to a Development REIT Scheme with the 
object of development and construction of residential building shall be exempt upto thirteenth day of 
June, “2024”.  in clause (145A), for the figure, “2023”, the figure “2024” shall be substituted; It conveys 
that this clause now will stand till the 30th day of June, “2024”.  
 
in clause (150), after the word “Limited”, the words “and Alteraz Engineering Consultant” shall be 
inserted; and This indicates that the exemption will also apply to the above-mentioned engineering 
consulting companies. 
 
after clause (153), the following new clause are added; “(154) Profit and gains of a small and medium 
enterprise setup exclusively as agro based industry in a rural area duly notified for a period of five tax 
years commencing from tax year 2024 and up to tax year 2028: 
 
Provided that such enterprise is setup on or after 1st day of July, 2023 and is not formed by the transfer 
or reconstitution or reconstruction or splitting up of an existing business.”;               
 
(B) Part II 
The finance bill seeks to proposes; After omitted clause (20) the following new clause shall be added; 
“(21) (a) The proposed bill seek to be proposes for the tax year 2024 to tax year 2026, the tax 
payable on profits and gains derived from business chargeable to tax under the head “Income from 
Business” by a builder registered with Directorate General of Designated Non-Financial Business and 
Professions from a new building construction project, shall be reduced, not below zero, by 10% or 
rupees five million whichever is lower for the tax year in which the builder furnishes along with return 
the completion certificate issued by the concerned regulatory authority; and  (b)  New building project 
means a project for the construction of building excluding a land development project, layout plan of 
which is approved by the authority concerned on or after the 1st day of July, 2023;” 
 
The aforementioned clause was previously excluded, but it has now been reintroduced. 
“(22) (a) The proposed bill seeks to be proposed for tax years 2024 to tax year 2026, tax payable by 
a youth enterprise on profit and gains derived from business chargeable to tax under the head “Income 
from Business “shall be reduced not below zero- in case of an individual or an association of person by 
fifty percent or rupees two million whichever is lower; and in case of a company, by fifty percent or 
rupees five million whichever is lower; (b) The finance bill seeks to proposes of this clause- youth 
enterprise means a startup established on or after first day of July, 2023 as sole proprietorship concern 

Comments: 
By revising advance tax on amount remitted abroad the government aims to capture a larger portion of remitted funds, 
thereby augmenting its revenue base. It will help in preventing illicit activities such as money laundering, terrorist financing, 
and other forms of financial fraud. A minimum outflow requirement can potentially increase revenue generation for the 
government. 
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owned by a youth individual or an AOP all of whose members are youth or a company whose hundred 
percent shareholding is held or owned by youth individual: 
 
Provided that the startup is not formed by the transfer or reconstitution or reconstruction or splitting 
up of an existing business; and youth individual means a natural person up to the age of thirty years as 
on first day of the commencement of the relevant tax year; and (c) The finance bill seeks to proposes 
of this clause shall not apply where the startup is cover under clause (19) of Part III of the second 
schedule.” 
 
(B) Part IV 
The finance bill seeks to proposes; 
The proposed bill proposes in clause (11A), after sub-clause (xlv), the following new sub-clause shall be 
added namely-  

“(xlvi) The Prime Minister’s Relief Fund for Flood, Earthquake and other calamities with effect on and 
from the 5th August, 2022.”;    

 
The proposed bill proposes clause (100) shall be omitted; 
The finance act 2023-2024 propose to omit the clause [100] 
The proposed bill proposes after clause (120), the following new clauses shall be added, namely: - 
"(121) The provisions of section 151 shall not apply to the Prime Minister's Relief Fund for Flood,  
 
Earthquake and other calamities with effect on and from the 5th August, 2022. 
(122) The provisions of section 236 shall not apply on the amount donated through SMS to the Prime 
Minister's Relief Fund for Flood, Earthquake and other calamities with effect on and from the 5th day 
of August, 2022. 
(123) The provisions of section 148 shall for a period of three months from the 1st day of December, 
2022 not apply to goods required and imported for relief operation for flood affectees, duly certified by 
the National Disaster Management Authority or the Provincial Disaster Management Authority. 
(124) The provisions of section 148 shall not apply to tomato (PCT heading 0702.0000) and onion (PCT 
heading 0703.1000) imported till the 31't day of December, 2022."; 
 
 
 
 
 
 
 

Third Schedule 
The finance bill has not proposed any amendment of third schedule of the Income Tax Ordinance, 2001. 
 
Fourth Schedule 
The finance bill seeks to propose; 
 
(25) The proposed bill seeks to proposes in fourth schedule, after rule 6DA, the following new rule shall 
be added; 
 
(6DB) The provisions of section 99D shall be apply to the taxpayers under this Schedule.  
 
 
 
 
 
 
   

Comments: 
These measures are intended to provide immediate relief and long-term support to the individuals and industries affected 
by natural calamities, constructing companies and agriculture. 

Comments: 
The Government to impose tax on profit and gains due to economic factor, added the above section in the Income Tax that 
will cover past five tax year profit and gain which are disclosed in financial statement or not. 
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Fifth Schedule 
The finance bill seeks to proposes; 
(26) in the Fifth Schedule, Part I, after rule 4AB, the following new rules are added; 
 
“(4AC) The provisions of section 99D shall apply to the taxpayers under this Schedule.”; 
 
 
 
 
 
 
Sixth Schedule 
The finance bill has not proposed any amendment of sixth schedule of the Income Tax Ordinance, 2001. 
 
Seventh Schedule 
The finance bill seeks to propose; 
The finance bill proposes to amend rule 7CA as for the figure “2022”, the figure “2023” shall be 
substituted; 
 
(b) The finance bill proposed to add after rule 7CA, amended as aforesaid, the following new rule, 
namely: – 
  
“(7CB) The finance bill proposed that the provisions of under section 99D shall apply to the taxpayers 
under this Schedule.” 
 
(c) The finance bill proposed that in rules 7D, 7E and 7F, in sub-rule (1), for the figure “2023”, the figure 
“2025” respectively shall be substituted; 
 
(d) The finance bill proposed that after rule 7F, amended as aforesaid, the following new rule shall  be 
inserted, namely: – 
  
“7G. Reduced rate of tax on additional advances for Information Technology Services and Information 
Technology Enabled Services. (1) The taxable income arising from additional advances for IT and IT 
Enabled Services in Pakistan for the tax years 2024 to 2025, shall be taxed at the rate of 20% instead 
of the rate provided in Division II of Part 1 of the First Schedule. 
 
 
 
 
 
 
(2) A banking company shall furnish a certificate from external auditor along with accounts while e-
filing return of income certifying the amount of such advances made in preceding tax year, additional 
advance made for the tax year and net mark-up earned from such additional advances for the tax year. 
          
 
 
 
 
 
 (3) Notwithstanding anything contained in this Ordinance, the Commissioner may require the banking 
company to furnish details of the advances made for IT and IT Enabled Services to determine the 
applicability of the reduced rate of tax. 
 

Comments: 
The Government to impose tax on profit and gains due to economic factors, added the above section in the Income Tax that 
will cover past five tax year profit and gain which either disclosed in financial statement or not for the computation of the 
profit and gains from the exploration and production of petroleum or other than petroleum. 

Comments: 
The government wants to promote the growth of the IT sector. By reducing the tax rate on additional advances, the 
government is hoping to encourage banks to lend more money to IT companies. 

Comments: 
The clause is intended to help the government to track the flow of money in the economy and to identify any potential 
problems or risks. 
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(4) For the purposes of this rule, the term “IT and IT Enabled Services" shall have the same meaning as 
provided in section 2 of this Ordinance. 
 
(5) "Additional advances" means any average advances disbursed in addition to average amount of 
such advances made in such sector by the bank for the immediately preceding tax year starting from 
2023. 
 
 
 
 
 
 
(6) The taxable income arising from additional advances under sub-rule (1) shall be determined 
according to the following formula, namely: - 
 
Taxable income subject to reduced rate of tax = A x B/C 
Where is taxable income of the banking company; is net mark-up income earned from such additional 
advances for the tax year as declared in the annual accounts; and is total of the net mark-up and non-
mark-up income of the banking company as per accounts.”; (e) in rule 8, after sub-rule (3), the following 
new sub-rules shall be added, namely: – 
 
“(4) Profit on debt and capital gains from Federal Government’s sovereign debt or a sovereign debt 
instrument shall be exempt from tax chargeable under this Ordinance, derived by any non-resident 
banking company approved by the Federal Government under a sovereign agreement for the purpose 
of this sub-rule. 
 

 
 
 
 
 

 (5) The provisions of sub-rule (6A) of rule 6C shall not apply to a banking company for tax year   2024.";
  
 
 
 
 
 
 
 
Eight Schedule 
The finance bill seeks to propose, after rule 4, following new rules shall be inserted, namely: -  
“4A. Computation, collection and payment of tax under section 
 4C. – In addition to capital gains tax, NCCPL shall also compute and collect tax under section 4C at     
the rates specified in Division IIB of Part I of the First Schedule on the amount of capital gains 
computed under this Schedule in the manner specified in this Schedule and rules made thereunder.”; 
 
 
 
 
 
 
 

Comments: 
The objective is to support and promote the growth of the IT and IT Enabled Services sector. By providing a reduced tax rate 
for advances made in this sector, the government aims to incentivize banking companies to invest in and extend financial 
support to IT and IT Enabled Services businesses. This will also help in detecting any potential non-compliance or 
misrepresentation of advances, ensuring that the reduced tax rate is correctly applied only to eligible transactions 

Comments: 
The objective is to attract foreign investment from non-resident banking companies. By exempting profit on debt and capital 
gains derived from Federal Government's sovereign debt or a sovereign debt instrument, the government aims to create a 
favorable investment environment for non-resident banking companies. This exemption encourages these entities to 
invest in sovereign debt instruments, which can contribute to the country's economic growth and development. 

Comments: 
Government intended to provide transitional relief to banking companies during tax year 2024. It allows the banking industry 
to adjust and adapt to the new tax regime gradually. This can help minimize any sudden disruptions or challenges faced by 
banking companies as they navigate the changes introduced by the Finance Act, 2023. By exempting banking companies 
from sub-rule (6A) of rule 6C, the government can gather data, assess the consequences of the new tax rates based on 
GADR, and consider potential adjustments or refinements to the tax regime in subsequent years. 

Comments: 
The objective is to streamline and facilitate the collection of tax on capital gains. By involving the NCCPL, which is responsible 
for clearing and settlement operations in the Pakistani capital market, in the computation and collection of tax, the 
government aims to ensure efficient and accurate tax collection on capital gains. Taxation of capital gains is a significant 
source of government revenue, and involving the NCCPL in the process helps in ensuring efficient collection and maximizing 
revenue from this source. This will facilitate transparency and accountability in tax compliance. 
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Tenth Schedule 
The finance bill has no amendment of tenth schedule of the Income Tax Ordinance, 2001. 
 
Eleventh Schedule 
The finance bill has no amendment of eleventh schedule of the Income Tax Ordinance, 2001. 
 
Twelfth Schedule 
The finance bill has no amendment of twelfth schedule of the Income Tax Ordinance, 2001. 
 
Thirteenth Schedule 
The finance bill seeks to propose in the Thirteenth schedule in the Table, in column (1), after S. No 63 
and entries relating thereto in column (2), the following new S. Nos. and entries relating thereto in 
column (2) shall be added, namely: – 

“64 The Prime Minister's Relief Fund for Flood, Earthquake and 
Other Calamities with effect on and from the 5th August, 2022. 

  65 Film and Drama Finance Fund.” 
 
 
 
 
 
 
Fourteenth Schedule 
The finance bill seeks to propose; 
The finance bill seeks to proposes for rule 2, the following shall be substituted, namely: – 
“2. Registration. – (1) Small and medium enterprises shall be required to register with FBR on its Iris 
web portal or Small and Medium Enterprises Development Authority on its SME registration portal 
(SMERP). 
 
(2) Small and medium enterprise engaged in IT services or IT enabled services shall be required to be 
registered with and duly certified by the Pakistan Software Export Board, in addition to registration 
on SMERP. 
 
 
 
 
 
 
 
 
The finance bill seeks to propose in rule 3, in the Table, in column (1), after S. No. 2 and entries 
relating thereto in column (2), (3) and (4), the following new S. No. and entries relating thereto in 
column (2), (3) and (4) shall be added, namely: – 

 
And  
The finance bill seeks to proposes in rule 4, in sub-rule (1), in the Table, in column (1), after S. No. 2 and 
entries relating thereto in column (2), (3) and (4), the following new S. No. and entries relating thereto 
in column (2), (3) and (4) shall be added, namely: – 

3 Category- 3 Where annual turnover exceeds Rupees 250 Million 
but does not exceed Rupees 800 Million 

20% of taxable 
income” 

Comments: 
Government wants to increase donations and promote film industry to make the industry wealthier. The person making 
donations to film and Drama Finance fund will be allowed tax credit under section 61. The previous Prime Minister's Relief 
Fund for Flood now will also be used for earthquakes and other calamities and donation to same will attract section 61. Scop 
of donation has now increased for claiming tax credit. 

Comments: 
Overall, the objectives of the updated requirement to register and obtain certification from the PSEB for SMEs engaged in IT 
services or IT-enabled services include industry recognition, quality assurance, sector growth and development, access to 
specialized support, and enhanced monitoring and compliance. The certification from a specialized board demonstrates the 
company's expertise and capability in the IT sector. 
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3 Category-3 Where annual business turnover exceeds Rupees 250 
million but does not exceed Rupees 800 million 

0.75% of gross 
turnover”; 

 
 
 
 
 
 
 
 
 
  

Comments: 
The new tax rate slab aims to introduce a progressive taxation system where businesses with higher turnovers pay a higher 
tax rate. The inclusion of a new tax rate slab helps the government generate revenue. A lower tax rate compared to higher 
turnover businesses encourages investment, entrepreneurship, and business expansion. It can incentivize businesses to 
strive for growth and take advantage of the relatively favorable tax environment, leading to increased economic activity 
and potential job creation. 
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AMENDMENTS IN SALES TAX ACT 1990 
3.1 Salient Features 

§ Extension in exemption of sales tax to NMDs (FATA/PATA) for another one year ending 
30.06.2024. 

§ Grant of exemption of sales tax on contraceptives and accessories. 
§ Grant of exemption of sales tax on plant saplings, combine harvesters, dryer for agricultural 

products, no-till-direct seeder, planters, trans-planters, other planters AND bovine semen. 
§ Grant of exemption of sales tax on import of IT equipment by exporters of IT and ITeS 

registered with Pakistan Software Export Board. 
§ Withdrawal of exemption of sales tax on edible products sold in bulk under brand names or 

trademarks. 
§ Enhancement in reduced rate of sales tax from 12% to 15% on supplies made by the POS 

retailers dealing in leather and textile products. 
§ The requirement of shop area for tier-1 retailers is proposed to be withdrawn. 
§ The Directorate General of Digital Invoicing and Analysis is proposed to be renamed as 

Directorate General of Digital Initiatives. 
§ The scope of penal action is proposed to be enhanced by substituting the “cigarette packs” 

with “goods specified by the Board”. 
§ S. No. 12(xxv) of Fifth Schedule is proposed to be amended by substituting the current 

description with the “Other drawing, marking out or mathematical calculating instruments 
(geometry box) (PCT heading 9017.2000)”. 

§ Scope of S. No. 21 of Fifth Schedule providing zero-rating to exporter registered under Export 
Facilitation Scheme, 2021 is proposed to be enhanced by inserting the word “commodities”. 

§ For the purpose of clarification regarding exemption of sales tax on transfusion sets not 
packed in the aluminum foil imported in one consignment with the blood bags, explanation is 
proposed under S. No. 121 of Table-1 of the Sixth Schedule. 

§ Omission of S. No. 159 and 160 of Table-1 of the Sixth Schedule is proposed being redundant as 
the time bound exemption has already expired on 31.12.2021. 

§ Production, transmission and distribution of electricity are proposed to be excluded from the 
purview of sales tax in accordance with the decision of National Tax Council. 

 
3.2 Section Wise Amendments  
SECTION 2 – DEFINITIONS  
CLAUSE (12) – GOODS: The bill proposes to clarifies the scope of sales tax by excluding from the 
definition of goods the production, transmission and distribution of electricity. 
 
CLAUSE (33) – SUPPLY: The bill proposes to exclude sub clause (e) which is production, transmission 
and distribution of electricity. 
 
CLAUSE (43A) - TIER -1 RETAILER: The bill proposes to withdraw the shop area requirement of one 
thousand square feet or two thousand square feet in area or more in the case of retailer of furniture 
for tier-1 retailer 
 
This bill proposes to exclude the shop area requirement of three hundred square feet in case of 
articles of jewellery thereof, of precious metal or of metal clad with precious metal. 
 
SECTION 30CA – AMENDMENTS  
This bill Proposes to redefine the position of “directorate general of digital invoicing and analysis” is 
proposed to be renamed as Directorate General of Digital Initiatives.   
 
SECTION 33 – OFFENCES AND PENALTIES 
The bill proposes to enhance the scope of penal action by substituting the “cigarette packs” with 
“goods specified by the Board” 
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3.3 Amendments in Fifth Schedule  
Table 01: Amendments 

# Proposed Description Amendment 
8A. Import or supplies made by, for or to a qualified investment 

as specified at serial no .1 of the First Schedule to the 
foreign Investment act 2022 and the condition laid therein.   

Proposed as inclusion in 
FIFTH SCHEDULE.  

12(xxv) Substituting the current description with the “Other 
drawing, marking out or mathematical calculating 
instruments (geometry box) (PCT heading 9017.2000)”. 

Editorial change in PCT 
heading 

21 Providing zero-rating to exporter registered under Export 
Facilitation Scheme, 2021 is proposed to be enhanced by 
inserting the word “commodities”. 

Editorial change in PCT 
heading 

 
3.4 Amendments in Sixth Schedule 
Table 01: Amendments 

# Proposed Description Amendment 

16 Red chillies excluding those sold under brand names and 
trademarks 

For purpose of clarification 
explanation is substituted.  

17 Ginger excluding those sold under brand names and 
trademarks. 

For purpose of clarification 
explanation is substituted 

18 Turmeric excluding those sold under brand names and 
trademarks 

For purpose of clarification 
explanation is substituted 

121 For removal of doubt, it is clarified that he blood transfusion 
sets not packed in aluminum foil imported with blood bags 
CPDA-1 in correspondence quantity in same consignment 
are also exempt.  

For purpose of clarification 
explanation is proposed.     

151 Extension in exemption of sales tax related  to plant and 
machinery  NMDs (FATA/PATA) for year ending 
30.06.2024. 

Exemption extended for 
further one year. 

152 Extension in exemption of sales tax related to supply of 
electricity NMDs (FATA/PATA) for year ending 30.06.2024. 

Exemption extended for 
further one year. 

159 Proposed as being redundant, the time bound exemption 
has already expired on 31.12.2021 

Omission 

160 Proposed as being redundant, the time bound exemption 
has already expired on 31.12.2021 

Omission 

 Proposed as inclusion in SIXTH SCHEDULE  
175 Contraceptives and accessories thereof Editorial addition in PCT 

heading 
176 

 
Bovine semen Editorial addition in PCT 

heading 
177 Saplings Editorial addition in PCT 

heading 
178 Combined Harvester – Thresher Editorial addition in PCT 

heading 00 
179 Dryer for agricultural products Editorial addition in PCT 

heading 
180 No-till-direct seeder, planters, trans-planters and other 

planters 
Editorial addition in PCT 

heading 
181 Import of goods as mentioned under S.  No. 159  of Part III of 

Fifth Schedule to the Customs Act, 1969  (IV of 1969) 
chargeable to customs duty at the rate  of  zero  percent, 
subject to the conditions, restrictions and limitations 

Editorial addition in PCT 
heading 



 

 23 Budget Insight 2023-24 | RSM Pakistan |  

mentioned therein, by the software exporters registered 
with   the  Pakistan   Software Export  Board. 

 
Table 02: Amendments 
The proposed amendments Seeks to omit the words “in retail packing” after the word “sold” in serial 
numbers 32, 34, 35, 36, 37, 39, 41 and 42 of Table-2 of the Sixth Schedule. 
 
3.5 Amendment in Eighth Schedule 
Changes in Table 01 
The proposed amendments Seeks to increase the reduce rate of sales tax from 12% to 15 % on supply 
made by POS retailers dealing in leather and textile products at serial No. 66 of Eighth Schedule.  
 
Table 01: New Insertions 
The proposed Seeks to add new serial numbers 81 and 82 after 80 of Table-1 of the Eighth Schedule. 

# Proposed Description 
Respective 
Headings 

Proposed 
Rate 

Conditions  

81 Substances 
 
registered as drugs under the Drugs 
Act, 1976   (XXXI of  1976) and 
medicaments as are classifiable  under 
chapter 30 of the First Schedule to the 
Customs Act,  1969 (IV  of  1969)    
except the following, even if medicated   
or medicinal in nature, namely:- 

 
(a) filled infusion solution    bags 

imported with or without 
infusion given sets; 
 

(b) scrubs, detergents and 
washing preparations; 
 

(c) soft soap or no soap; 
 

(d) adhesive plaster; 
 

(e) surgical tapes; 
 

(f) liquid paraffin;  
 

(g) disinfectants, and  
 

(h) cosmetics   and toilet 
preparations. 

 
This substitution shall be deemed to  
have been  made from  the 1st day of 
July, 2022. 

Respective 
Headings 

1% Subject to the 
conditions that: 
 
i) Tax charged 

and deposited 
by the 
manufacturer  
or importer,  as 
the case  may 
be, shall be 
 final 
discharge  of 
tax in the   
supply chain 
 

ii) No    input tax 
shall be 
adjusted by the 
manufacturer 
or importer  

 

 

 Raw materials for the basic 
manufacture of pharmaceutical active 
ingredients and for manufacture of 
pharmaceutical products, provided that 

Respective 
headings 

1% Subject to 
 the 
conditions that: 
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in case of import, only such raw 
materials shall be entitled  to  exemption 
which are liable to customs duty not 
exceeding eleven per cent ad  valorem, 
either under the First Schedule or Fifth 
Schedule to the Customs   Act,    1969 (IV 
of 1969)  or  under a notification issued 
under section 19 thereof. 

 
This substitution shall be deemed to 
have been made from the 
1st day of July, 2022. 

DRAP shall certify 
item- wise 
Requirement of 
manufacturers 
 
i) of drugs and 

APIs and in 
case of import 
shall furnish              
all relevant 
information to 
Pakistan 
Customs 
Computerized 
System; and 
 

ii) No    input tax 
shall be 
adjusted by the 
manufacturer 
or importer. 
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AMENDMENTS IN THE CUSTOMS ACT 1969 (iv of 1969) 
4.1 Salient features 
Section 2(S) – The bill seeks to amend section 2 (s) to empower Pakistan Customs 

Section 3C – The bill seeks to amend this section to replace PCA with CAP. 

Section 7 – The bill seeks to amend this section to include Provincial Levies and Khasadar Force in the 
list of departments.  

Section 19(1) – The bill seeks to amend this section to help implement agreements of Government of 
Pakistan with an entity.  

Section 19(5) – The bill proposes to make amendment to give continuity to the notifications during the 
financial year.  

Section 25A – The bill proposes to make amendment to consult and not incorporate straightaway 
internationally acclaimed publications, periodicals, bulletins etc.  

Section 79 – The bill seeks to amend this section to legally bind the owner of goods to file GDs within 
three days.  

Section 98 – The bill seeks to make amendment to enhance the warehousing period.  

Section 139 – The bill seeks to make amendment to facilitate the passengers travelling as a group.  

Serial No. 1 of Table of Section 156 – The bill seeks to make amendment to rationalize the pitch of 
penalty.  

Serial No. 8 of Table of Section 156 – The bill seeks to amend Table to make penal provisions more 
stringent.  

Serial No. 9 of Table of Section 156 – The bill seeks to amend Table to make penal provisions more 
stringent in relation to the goods imported or exported in contravention of the restrictions imposed 
thereon.  

Serial No. 89 of Table of Section 156 – The bill seeks to amend Table to make penal provisions more 
stringent in relation to smuggling of goods as defined in section 2(s).  

Serial No. 90 of Table of Section 156 – The bill seeks to amend Table to make penal provisions more 
stringent in relation to evasion of duty /taxes.  

Section 179 – The bill seeks to add proviso to provide option to the respondent to go for adjudication.  

Section 182 – The bill seeks to amend this section to enable Pakistan Customs to utilize the 
confiscated conveyance.  

Section 185D – The bill seeks to amend this section to ensure merit in the investigation of criminal 
cases. 

Section 194A – The bill seeks to insert a new clause to align it with Chapter 10 of the revised Kyoto 
Convention of WCO. 

Section 208 – The bill seeks to insert a proviso to allow self-filing of GD.  

Section 212B – The bill seeks to omit clause (iii) of sub section (2) of section 212B. 

First Schedule – The bill seeks to amend First Schedule.  
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Fifth Schedule 
Serial No. 21 – The bill seeks to amend this serial to exempt customs duties.  

Serial No. 26 – The bill seeks to amend this serial to extend the date of duty-free imports.  

Table A – The bill seeks to make certain amendments in Table-A, Part-II of Fifth Schedule.  

Table C – The bill seeks to amend Table-C, Part-II of Fifth Schedule.  

Table D – The bill seeks to amend this Table to include 01 raw materials for Pharma packing in existing 
list of concessionary regimes. 

Serial No. 9A – The bill seeks to insert this new serial number, to exempt customs duties on import of 
seeds. 

Part III – The bill seeks to delete serial numbers 44, 56, 63 and 88 in Part-III, of Fifth Schedule to 
remove duplication.  

Serial No. 107 – The bill seeks to amend serial number 107 of Part-III of Fifth Schedule to include 
specific papers for printing of Holy Quran. 

Serial No. 111 – The bill seeks to amend serial No. 111 of Part-III, of Fifth Schedule to streamline the 
concession. 

Serial No. 113 – The bill seeks to make amendment to rectify the exemption on raw materials. 

Serial No. 119 – The bill seeks to amend serial No. 119 of Part-III, of Fifth Schedule to exempt customs 
duties on import of Organic composite solvents and thinners. 

Serial No. 122 – The bill seeks to amend serial No. 122 to include one more input “roasted peanuts” in 
the existing list of inputs. 

Serial No. 134 – The bill seeks to amend serial No. 134 allow import of PET Scrap on reduced rate.  

Serial No. 151 – The bill seeks to amend serial No. 151 to extend concession of customs duty. 

Serial No. 153 – The bill seeks to add new serial No.153 to 159 in Part-III, of Fifth Schedule to exempt 
customs duties on import of raw materials. 

Part V – The bill seeks to delete the Part-V of Fifth Schedule. 

Table – II of Part V(A) – The bill seeks to amend Table-II of Part-V(A) to rectify the PCT codes of 
electric motors. 

Part V(B) – The bill seeks to substitute the Part-V(B) of Fifth Schedule to align the Auto Industry 
Development and Export Policy (AIDEP) 2021-26. 

Serial No. 2 of Table A of Part-VII – The bill seeks to amend serial No. 2 to include live baby 
shrimp/prawns/juvenile in the existing exemption regime. 

4.2 Section Wise Amendments 
Section 2(s) – Amendment 
The bill seeks to amend section 2 (s) to enable Pakistan Customs to conduct anti-smuggling operations 
within municipal limits. Previously, it was subject to smuggle items bring into or take out of Pakistan. 
 
Section 3C – Amendment 
The bill seeks to amend section 3C of the Customs Act, 1969 to replace the name of Pakistan Customs 
Academy (PCA) with Customs Academy of Pakistan (CAP) to avoid duplication in nomenclature. 
Previously, it was used as “Pakistan Customs Academy” (PCA). 
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Section 7 – Amendment 
The bill seeks to amend section 7 of the Customs Act, 1969 to include Provincial Levies and Khasadar 
Force in the list of departments which are bound to provide assistance to Customs whenever 
requested. Previously, it was restricted to officers of customs only. 
 
Section 19(1) – Amendment 
The bill seeks to amend section 19(1) and after the word Pakistan inserted or to help implement 
agreements of Government of Pakistan with an entity. Previously, Federal Government was 
empowered to exempt goods from custom duty for some specified reasons. Now it is proposed to 
grant exemption to help. 
 
Section 19(5) – Amendment 
The bill seeks to amend 19(5) to give continuity to the notifications issued under section 19 during the 
financial year till June 30, 2024. Previously, it was restricted till June 30, 2023. 
 
Section 25(A) – Amendment 
The bill seeks to amend section 25A to consult and not incorporate straightaway internationally 
acclaimed publications, periodicals, bulletins etc. to determine truth, and accuracy of the declared 
values. With the proposed amendment, the proviso to Section 25-A of the Customs Act, 1969 shall be 
harmonious with Section 25, 25-A and the WTO Valuation Agreement. Previously, it was discretionary 
power of director custom valuation to determine the custom value. 
 
Section 79 – Amendment  
The bill seeks to amend section 79 to legally bind the owner of goods to file GDs within three days after 
arrival of goods at border Custom stations to ease out congestion. Previously, it was the time limit to 
file GDs was ten days of arrival of goods at border custom station. 
 
Section 98 – Amendment  
The bill seeks to amend section 98 to enhance the warehousing period to three months for perishable 
items to facilitate the trade. Previously, such period was one month. 
 
Section 139 – Amendment  
The bill seeks to amend sub-section (1) of section 139 to facilitate the passengers travelling as a group 
who cannot file their own declarations, by allowing the representative to file baggage declaration on 
behalf of the group members. Previously, only passengers or crew of baggage was allowed to file such 
declaration. 
 
Section 156(1) – Amendment  
The bill seeks to amend; 

§ S.No.1 of the Table of section 156(1) to rationalize the pitch of penalty for the offense of 
(a)invoice and packing list not found inside the container, and (b) invoice and packing list not 
uploaded electronically with the GD, with a view to redress the grievances of the trade. The 
National Assembly Standing Committee on Finance also observed that the current penalties 
are very harsh for the trade. Accordingly following amendments made; 

Sub-Serial No. (ii) Omitted 
Previously, this includes heavy 
and harsh penalties. 

Sub-Serial No. (iii) 
Person liable to penalty not 
more Rs. 50,000/- 

Previously, penalties were from 
Rs. 50,000/- to  
Rs. 250,000/-. 

 
§ S.No.8 of the Table of section 156(1) to make penal provisions more stringent in relation to 

smuggling of essential commodities and the proposed penalties and imprisonment shall be not 
less than as provided.  Previously, such penalties and imprisonment could be reduced. 
 

§ S.No.9 of the Table of section 156(1) to make penal provisions more stringent in relation to the 
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goods imported or exported in contravention of the restrictions imposed thereon and the 
proposed penalties and imprisonment shall be not less than as provided. Previously, such 
penalties and imprisonment could be reduced. 

 
§ S.No.89 of the Table of section 156(1) to make penal provisions more stringent in relation to 

smuggling of goods as defined in section 2(s) and the proposed penalties and imprisonment 
shall be not less than as provided. Previously, such penalties and imprisonment could be 
reduced. 

 
§ S.No.90 of the Table of section 156(1) to make penal provisions more stringent in relation to 

evasion of duty / taxes and breach of prohibitions or restrictions and the proposed penalties 
and imprisonment shall be not less than as provided. Previously, such penalties and 
imprisonment could be reduced. 

 
Section 179(2) – Insertion 
The bill seeks to add proviso to section 179(2) to provide option to the respondent to go for adjudication 
through Customs Computerized System with a view to reduce the clearance time and eliminate 
human interaction. Previously, the power was with Board through notification in the official Gazette, 
fix or vary the jurisdiction and power of officer of customs. 
 
Section 182 – Amendment  
The bill seeks to amend section 182 to enable Pakistan Customs to utilize the confiscated conveyance 
and any other useful equipment for anti-smuggling operations. Previously, the power was with the 
Federal Government only to take hold of confiscated properties. 
 
Section 185D – Amendment  
The bill seeks to amend section 185D to ensure merit in the investigation of criminal cases whereby 
added clause (3) after clause (2) of this section as under; 
“(3) The Board may at any stage of investigation direct transfer of investigation of criminal  case from 
one field formation to other formation.” 
 
Section 194A (1) – Insertion 
The bill seeks to insert a new clause in section 194A (1) to align it with Chapter 10 of the revised Kyoto 
Convention of WCO by inserting below new clause. 
“(g) An appellate order or a quasi-judicial order passed by the Chief Collector of Customs under 
provisions of this Act and the rules made thereunder provided that such appeal be heard by a special 
bench consisting of one technical member and one judicial member.” 
 
Section 208 – Insertion  
The bill seeks to insert a proviso in section 208 to allow self-filing of GD to the compliant taxpayers 
whereby added below new proviso; 
“ Provided further that the Board may make rules regarding eligibility of a person for self-filing of good 
s declaration as provided under sub-section (2) read with section 155C of this Act.” 
 
Section 212(B) – Omission 
The bill seeks to omit clause (iii) of sub section (2) of section 212B as interpretation of any statute 
concerning leviability in respect of ongoing transactions which otherwise lies in the domain of FBR, falls 
outside the purview of Advance Ruling. 
 
First Schedule – Amendment  
The bill seeks to amend First Schedule to the Customs Act, 1969 with the First Schedule to this Act as 
previously mentioned. 
 
Fifth Schedule – Amendment / New Insertion / Omission  
This bill seeks to; 
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§ amend in serial 21 of Part-I of Fifth Schedule to exempt customs duties on import of machinery, 
equipment and inputs for manufacturing of solar panels, inverters and batteries. 

§ amend serial 26 of Part-I of Fifth Schedule to extend the date of duty-free imports of plant, 
machinery and equipment for setting up of industries in erstwhile FATA Areas till 30th June, 
2024. 

§ amend Table-A, Part-II of Fifth Schedule to delete 01 Active Pharmaceutical Ingredients (APIs) 
and included 01 another API in the existing list of exemption regime. 

§ amend Table-C, Part-II of Fifth Schedule to include 03 medicines in the existing list of 
exemption regime. 

§ amend Table-D, Part-II of Fifth Schedule to include 01 raw materials for Pharma packing in 
existing list of concessionary regimes. 

§ insert new serial number 9A, to exempt customs duties on import of seeds for sowing. 
§ delete serial numbers 44, 56, 63 and 88 in Part-III, of Fifth Schedule to remove duplication and 

streamline the concession / exemption on raw material / inputs for diaper / sanitary napkins. 
§ amend serial number 107 of Part-III of Fifth Schedule to include specific papers for printing of 

Holy Quran. 
§ amend serial No. 111 of Part-III, of Fifth Schedule to streamline the concession / exemption on 

raw material / inputs for diaper / sanitary napkins. 
§ amend serial No. 113 of Part-III, of Fifth Schedule to rectify the exemption on raw materials / 

inputs for hemodialyzers fluid/powder. 
§ amend serial No. 119 of Part-III, of Fifth Schedule to exempt customs duties on import of 

Organic composite solvents and thinners for manufacturers of Butyl Acetate and 
Dibutyl.Orthophthalates. 

§ amend serial No. 122 of Part-III, of Fifth Schedule to include one more input “roasted peanuts” 
in the existing list of inputs used in the production Ready to Use Supplementary Foods (RUSF). 

§ amend serial No. 134 of Part-III, of Fifth Schedule to allow import of PET Scrap on reduced rate 
for the manufactures of Polyester Filament Yarn. 

§ amend serial No. 151 of Part-III, of Fifth Schedule to extend concession of customs duty on 
import of Flavouring powders for food preparation. 

§ add new serial No.153 to 159 in Part-III, of Fifth Schedule to exempt customs duties on import 
of raw materials / inputs for manufacturers of Adhesive Tap, Capacitors, Moulds 

§ and Dies, Mining machinery, Machine Tools and Rice mill machinery and imports by the 
exporters of IT and IT enabled services. 

§ delete the Part-V of Fifth Schedule to align the Auto Industry Development and Export Policy 
(AIDEP) 2021-26. 

§ amend Table-II of Part-V(A) to rectify the PCT codes of electric motors. 
§ amend substitute the Part-V(B) of Fifth Schedule to align the Auto Industry Development and 

Export Policy (AIDEP) 2021-26. 
§ amend serial No. 2 of Table-A, of Part-VII, to include live baby shrimp/prawns/juvenile in the 

existing exemption regime for production and breeding. Scope of exemption also extended for 
hatcheries. 
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AMENDMENTS IN OTHER LAWS 
5.1 Amendments in Federal Excise Duty Act, 2005   
SECTION 3 – AMENDMENTS: The proposed amendments seek to add new clause (e) any item 
specified in the First Schedule in sub section 1 of section 3 of Federal Excise Act, 2005. Which will 
elaborate further the chargeability of federal excise duty on goods and services. 
 
SECTION 29 – AMENDMENTS: The proposed amendments seeks to add new clause (d) the 
Directorate General of Digital Initiatives shall consist of a Director General and as many Directors, 
Additional Directors, Deputy Directors and Assistant Directors and such other officers as the Board 
may, by notification in the official Gazette, appoint.”; 
 
SECTION 40 – AMENDMENTS: The procedure for publication of general orders and departmental 
instructions and ruling of the Board on its official website are proposed to align with provisions under 
the Sales Tax Act, 1990. By inserting sub section 4 after sub section 3 in the section 40 of Federal Excise 
Duty Act, 2005.  
 
Amendments in First Schedule 
Changes in Table - I Excisable Goods 
Following new entries are proposed in Table – I in the duties of excise-able goods. 
 

# Description of goods 
Heading/sub-heading 

Number 
Proposed 

Rates 
60. Energy inefficient fans both locally 

manufactured and imported which do not    
comply    with the MEPS, notified by PSQCA 

Respective heading Rupees two 
thousand per 

fan 
61. Incandescent bulbs both locally 

manufactured and imported 
8539.2200 and 

8539.9010 
Twenty 

percent  ad 
valorem.”. 

 
Changes in Table – II Excisable Services 

# Existing description of 
goods 

Proposed description of goods      Rate of Duty 

11. “Franchise   services “Franchise   services, royalty and fee 
for technical services 

Ten percent of the 
charges 

 
Changes in Third Schedule 
Changes in Table - I 
The proposed new Serial No. 26 in Table I of Third Schedule-Conditional exemptions 

# Description Existing Rates 
26. Imports or supplies made by, for or to a qualified investment 

as specified at Serial No.1  of the First Schedule to the Foreign 
Investment   (Promotion   and  Protection) Act, 2022  for the 
period as specified in the Second Schedule to the said Act.”. 

Respective heading 

 
Changes in Table – II 
The proposed new Serial No. 15 in Table II of Third Schedule  

# Description Existing Rates 
15. Services provided or rendered by, for or to a  qualified   

investment   as  specified   at Serial No.1 of the First Schedule 
to the Foreign Investment (Promotion and Protection) Act, 
2022  for the period as specified  in  the Second Schedule  to  
the said Act 

Respective heading 
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5.2 Amendment in ICT (Sales Tax on Services) Ordinance 2001 
Salient features 

§ Section 3(2A)(a) – To insert new clause (a) of sub-section (2A) of Section 3. 
§ Serial No. 1 of Table-1 – To amend rate of tax to 5%. 
§ Serial No. 11 of Schedule – To reduce tax to 15% on services of software of IT based system     

development consultants. 
§ Serial No. 60 – To insert serial number 60 for Electric Power Transmission Services. 
§ Serial No. 11 – To substitute serial number 11 of Table-2 of Schedule. 

 
Proposed Amendments — Section wise 
Section 3(2A)(a) – Amendment 
The bill seeks to amend Clause (a) of sub-section (2A) of section 3 whereby substituted sub-clause (d) 
of Clause (5AB) of Section 2 to the extent of freelance exporter exclusively dealing in export of IT and 
IT enabled services with this proposed amendment the freelance exporters will not be required to file 
sales tax returns. Previously, such freelance exporters were required to file sales tax returns. 
 
For the purpose of this clause, freelance exporter means a person who works on per job and on self-
employed basis without being attached to or under employment of any other person, having the liberty 
to work on various tasks simultaneously.  
 
Serial No. 1 of Table 1– Amendment 
The bill propose that the services provided by restaurants including cafes, food (including ice-cream) 
parlors, coffee houses, coffee shops, deras, food huts, eateries, resort and similar cooked, prepared or 
ready to eat food services outlets etc. are to be taxes @5% if the payment is made by the customers 
through debit or credit cards, mobile wallets or QR scanning. However, tax will remain same @15% 
where payment received in cash. Previously its was taxed at 15% whether it was paid in cash or 
through debit or credit cards, mobile wallets or QR scanning. 
 
Serial No. 11 of The Schedule – Amendment 
The bill seeks to amend the rate of tax on IT based system development consultants to 15%.  
Previously it was taxed at 16%. 
 
Serial No. 60 of The Table 1 of The Schedule – New Insertion 
The bill seeks to insert new serial number 60 after serial number 59 of the Table 1 of the Schedule 
whereby tax is proposed to be charged at 15% on Electric Power Transmission Services. 
 
Serial No. 11 of The Table 2 of The Schedule – Amendments 
The bill seeks to amend this serial number 11 of the Table 2 of the Schedule whereby the scope of IT 
and IT enabled services to be harmonized with the scope envisaged under the Income Tax Ordinance, 
2001 on the proposal of Ministry of Information Technology. Through the proposed amendment the 
definition of “IT Enabled Services” includes cloud computing services and data storage services.  
Previously, in the definition of “IT Enabled Services” cloud computing services and data storage 
services were not included. 
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