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Foreword

TAX BRIEFS FINANCE BILL 2023-24

This Tax Briefs precisely presents the important changes proposed in the
Finance Bill 2023-24 relating to the Income Tax, Sales Tax, Federal Excise
Duty, Customs Duty and Other Laws. For considering the precise impact
of a particular change, reference should be made to the specific wordings
in the relevant statute.

The proposals presented in the Finance Bill have to be approved by the
National Assembly before they become effective. The tax briefs are aimed
at providing general guidance with the objective of keeping our clients and
staff abreast of the changes in the aforementioned laws. The users are
therefore advised to seek professional advice before exercising and
applying any legal provision and acting thereupon. The Firm accepts no
responsibility for any action taken (or not taken) as a result of the

information contained in this document.

The tax briefs can also be accessed on our website www.ric-intl.com

Islamabad
June 11, 2023

For any clarifications, please contact our following team members:

Mr. Riasat Khan (FCMA) Ishtiag Ahmed (FCMA) Shahzeb Tahir (ACMA)
Partner Partner Manager Taxation
Khanriasat@gmail.com i.acma@gmail.com Shahzeb.cma@gmail.com
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Budget at a Glance

Receipts
-Tax revenue
-Non-tax revenue
-Public account Receipts (Net)
Total Receipts
Less: Provincial Shares
Net Receipts

Expenditure
-Current
-Development

Total Expenditure

Deficit

Foriegn Debts/Grants
Rs.6,973

Domestic Debts- Non

Comments on Finance bill 2023

2023-2024
(Rs. Billions)

9,200
2,963
7
12,170
(5,276)
6,894

17,928
1,609
19,537

(12,643)

2022-2023
(Revised)
(Rs. Billions)

7,200
1,618
(389)
8,429

(4,129)
4,300

13,947
1,047
14,994

(10,694)

Following is the breakup of Budget Deficit and Tax Revenue:

Bank Rs. 2,531 WWEF &

Others
Rs. 45

Break-Up
of Tax
Revenue

Il Domestic debts banks
Rs. 2,474

Provincial Surplus
Rs. 650
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Significant Amendments

Income Tax Ordinance, 2001

>

Withholding tax rates on goods, services and contracts under section 153(1)(a)(b)(c) are
proposed to be increased by 1%

Withholding tax rates for Commercial Importers at import stage are proposed to be
increased from 5.5% to 6%

Withholding tax rates on foreign payments through Debit/Credit card is proposed to be
increased from 1% to 5%

Reintroduction of advance tax on cash withdrawals by Non-Filers at 0.6% on amount
exceeding 50K per day

Section 111(4) is proposed to amend through which the threshold of foreign remittances
increased from PKR 5 million to USD 100,000 (equivalent to PKR)

Tax credit under section 65(1) for construction of new house is introduced if started and
completed during tax year 2024 to 2026. The tax credit shall be lessor of 10% of tax
payable or 1 Million

Tax reduction for income from business of a BUILDER for new building project
[excluding land development] started in tax year 2024 and completed till 2026. The
concession shall be lessor of 10% or 5 Million shall be granted in which builder
furnishes certificate of completion.

The tax reduction for Youth enterprise is proposed to be introduced through which tax
credit of lower of 50% or Rs. 5 million in case of company and Rs. 2 million for [AOP or
Individual] will be allowed for tax year 2024 to 2026. The youth enterprise means a new
startup established after starting tax year 2024 whose 100% shareholding is held by
youth up to the age of 30 years.

IT and IT enabled Service are included in SME’s and SME’s turnover threshold is
proposed to be increased from Rs. 250 million to Rs. 800 million annually

Profit and Gains of SME’s setup on or after 01% day of July 2023 exclusively as agro
based industry in a rural area shall be exempt from tax from tax year 2024 to 2028. The
SME’s are required to be registered on FBR IRIS portal or SME development Authority,
The SME’s engaged in IT services are required to be registered with PSEB in addition to
aforementioned registration

Reduced tax rates of 20% for banking companies for additional advances for IT and IT
enabled Services Sector.
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The condition of filing of sales tax returns is relaxed for Software exporters

Progressive Rates of Super tax under section 4C are proposed to be increased upto 10%
for persons earning more than Rs. 150 million during the tax year

The provisions of advance tax under section 147 shall applicable for recovery of tax due
under section 4C

Exemption of 2% advance tax under section 236K for overseas Pakistanis on purchase of
property, if payment made from foreign currency value account

Exemption on Income tax for residents of FATA/PATA is extended till 30th June 2024
Reintroduction of Final tax @ 10% is proposed for issuance of Bonus Shares

New section 99D is introduced to levy additional tax on unexpected incomes in addition
to regular taxes. This shall applicable from tax year 2018 and onwards

Advance tax on sponsoring foreign domestic workers at Rs. 200,000 per person is
proposed

Minimum tax under section 113 on listed companies is proposed to be reduced to 1%

Exemption under foreign investment (Promotion & Protection Act, 2022) for all
qualified investment is introduced through new section 44A, the detail will be issued
later by federal government in this regard

The International center of tax excellence is proposed to be established through insertion
of new section 230J for formulation of tax policies, tax analysis and related issues.

Sales Tax

Definition of TIER-1 retailer is updated through which clauses relating to measurement
of shops and jewelry shops shall proposed to be excluded

Agricultural related items [contraceptive, bovine semen, harvester, dryers, seeders and
planters] are proposed to grant exemption from sales tax.

Electricity is proposed to be excluded from goods and classified as service

Red chilies, Ginger and Turmeric being sold under brand names shall be subject to sales
tax at standard rates

Exemption for FATA/PATA have been extended till 30th June 2024

Sales tax rate on supplies from FBR integrated retail outlets of textile and leather is
proposed to be increased from 12% to 15%
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ICT Ordinance (Tax on Services)

» Sales tax on services of IT and IT enabled services provided by IT consultants reduced
from 15% to 5%

Electric power transmission services shall be taxed as services @ 15%

» The freelancer shall not subject to file sales tax returns if annual turnover does not
exceed Rs. 8 Million

» 5% sales tax on restaurant, cafes and other similar cooked items if payment made
through credit cards/debit cards/wallets.
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