Punjab Finance Bill 2026

Commentary on Proposed Amendments to the Punjab Sales Tax on Services
Act, 2012
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Amendments in First Schedule
Tax Free Services
See Section 3A

Serial No. 25 previously covered “Services provided by a foreign exchange dealer or exchange company or
money changer or money exchanger” are tax free. Now the Punjab Finance bill 2026 has proposed to omit the
related entry from First Schedule and added in Part Il of Second Schedule meaning thereby that these services

are now taxable at 3% against entry no 36.

Amendment in Second Schedule
Part Il
Reduced Rate Services

Sales tax is proposed to be increased from 5% to 8% against Serial Nos. 2, 4, 10, 12,14,15,18,19,22,25,30,32 of
part Il of Second Schedule which are provided in the table below.

At present, services provided by Hotels, motels and guest houses are presently taxable at five percent without
input tax adjustment for non-corporate, non-franchise, non-chain businesses with less than 20 rooms.

Now through the Punjab Finance Bill these services are proposed to be taxed at eight percent without input
tax adjustment where payment against services is received through debit or credit cards, mobile wallets or QR

scanning.

The Punjab Finance Bill 2026 proposes to omit "event management services (whole range and variety of their
services regardless of separate or individual classification thereof)" from Serial No. 9 and insert it under
proposed Serial No. 36. Accordingly, these services will be taxable at eight percent without input tax

adjustment

Table

Proposed amendments are highlighted in red.

S/N  Description

Classification

Rate of Tax

1 Hotels, motels and guest houses

applicable
9801.1000

(i) eight percent without
input tax adjustment
where payment against
services is received
through debit or credit
cards, mobile wallets or
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QR scanning; and
(ii) Sixteen percent for
others

2 Marriage halls and lawns (by whatever name | 9801.3000 Eight percent without
called) including pandal and shamiana services. | 9801.5000 input tax adjustment.
Catering services (including all ancillary/allied
services such as floral or other decoration,
furnishing of space whether or not involving
rental of equipment and accessories).

4 Services provided by restaurants including | 9801.2000 (a) Eight percent without
cafes, food (including ice cream) parlors, coffee input tax adjustment
houses, coffee shops, deras, food huts, | 9801.9000 where payment against
eateries, resorts and similar cooked, prepared services is received
or ready-to-eat food service outlets etc. through debit or credit

cards, mobile wallets or
QR scanning; and (b)

(b) Sixteen percent for
others.

9 Services provided by other consultants (by | 9815.9000 9832.0000, | (a) Zero percent without
whatever name called or treated, whether as | 9827.0000, 9818.3000, | input tax adjustment for
consultant or otherwise) including human | 9818.2000, 9819.9300, | training services related
resource and personnel development services, | 9852.0000, 9859.0000, | to Information
exhibition or convention services including | 9825.0000, 9819.5000, | Technology; and
provision of space, equipment, accessories and | 9849.0000, 9818.9000,
other allied services,valuation services, | 9853.0000, 9856.0000 | (b) Sixteen percent for
evaluation services (including competency and | and respective heading others.
eligibility testing services), certification,
verification and equivalence services, market
research services, marketing or sales services
(including marketing agencies and on line
marketing or sales services), surveyors services,
training or coaching services (other than
general education services) and credit rating
services.

10 Services provided by tour operators and travel | 9805.6000 (a) Eight percent without
agents including all their allied services or input tax adjustment for
facilities. services where the value

of service is fixed by the
Bureau of Emigration and
Overseas Employment;
and

(b) Sixteen percent for
others

12 Services provided by property dealers and | 9806.2000, 9844.0000. Eight percent without
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realtors. input tax adjustment.

14 Services provided by architects, town planners, | 9814.1000, 9814.9000, | Eight percent without
landscapers, landscape designers, interior | 9814.4000 and respective | input tax adjustment.
decorators and interior designers. headings.

15 Rent-a-car (including renting of all categories of | 9819.3000 and respective | (a) Eight percent without
vehicles meant for transportation of persons) headings input tax adjustment for

services provided to end
consumers; and

(b) Sixteen percent for
others.

18 Services provided in specified fields such as | 9821.1000 9821.2000 | Eight percent without
health care, gym, physical fitness, indoor | 9821.4000 input tax adjustment.
sports, games, amusement parks, arcades and
other recreation facilities, and body or sauna
massage etc.

19 Services provided by Laundries and dry | 9811.0000 Eight percent without
cleaners input tax adjustment.

22 Services provided by accountants (including | 9815.2000 9815.3000 | (a) Eight percent without
practicing chartered or cost accountants), | 9850.0000 9851.0000 | input tax adjustment for
auditors, actuaries, tax consultants (by | 9855.0000 and respective | services relating  to
whatever name called), practicing company | headings accountancy, audit, tax or
secretaries, receivers, liquidators, auctioneers corporate law
and corporate law consultants, whether consultancy; and
individual or otherwise.

(b) Sixteen percent for
others.

25 Services provided by warehouses or depots for | 9833.0000 and respective
storage or cold storages including letting of | headings Eight percent without
space for storages. input tax adjustment

30 Rental of bulldozers, excavators, cranes, | Respective heading Eight percent without
construction equipment, Scaffolding, input tax adjustment.
framework and shuttering, generators, storage
containers, Refrigerator, shelf or rack renting,
etc

32 Apartment house management, real estate | Respective heading Eight percent without
management and services of rent collection. input tax adjustment

Proposed New Serial Nos. in Part Ill of the Second Schedule

35

Foreign exchange
services provided by any
person including
exchange company, Forex
Dealer and Money

Respective headings

Three percent without

input tax adjustment.
Explanation: rate shall
apply to the services

involving consideration of
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Changer shall pay the tax spread charges or

leviable on the services provided to any person in
rendered or provided to respect of  currency
any person in respect of exchange.
currency exchange.

36 Event management | Respective headings Eight percent without
services (whole range and input tax adjustment.

variety of their services
regardless of separate or
individual  classification
thereof).

The Punjab Finance Bill has proposed to substitute the definition of active taxpayer as “Active Taxpayer”
means a registered person who does not fall in any of the following:

(i) whose registration has been suspended or blacklisted by the Authority; and

(ii) who has failed to file the return by the due date for the last two consecutive tax periods;”

Commentary

Previously, a registered person could qualify as an active taxpayer by filing a return for any one of the
preceding three tax periods. Under the amended definition, however, a taxpayer who fails to file returns by
the prescribed due date for two consecutive tax periods will automatically lose active taxpayer status,
irrespective of filings made in earlier periods. The amendment is intended to encourage regular and timely
compliance and to ensure that only currently compliant taxpayers are entitled to the benefits and concessions
available to active taxpayers under the Punjab sales tax regime.

The Punjab Finance Bill has proposed to insert new clause ff whereby input claim would not be entertained if
the goods and services received against invoices issued by the persons not appearing in the active taxpayers
list of the Authority or FBR.

Previously, a registered person was not allowed to adjust input tax in a tax period in excess of ninety percent
of the output tax for that tax period.

Now, this limit is proposed to be reduced from 90% to 80%

Through the Punjab Finance Bill it is proposed that input tax on capital goods, machinery, and fixed assets shall
be adjusted against output tax in twelve equal monthly instalments, notwithstanding anything contained in
section 16C and subject to section 168,

Through the Punjab Finance Bill, it is proposed that the Authority may establish and operate a risk-based
evaluation system to identify, analyze, evaluate, and monitor risks relating to input tax claims and refunds.
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It is proposed that a risk register may be maintained using risk parameters, data analytics, and other relevant

information to categorize and profile taxpayers, suppliers, and transactions according to their risk level.

Further, Where an input tax claim is considered risky, the Authority may:

All input tax claims, credits, adjustments, and refunds will be subject to verification and evaluation through

defer its admissibility pending verification;

disallow the input tax credit or adjustment, wholly or partly;

require additional documents or evidence; or
select the case for audit or investigation.

the prescribed risk management system.

Before taking any adverse action, the Authority must provide the taxpayer an opportunity of being heard.

An aggrieved taxpayer may file an application before the concerned Commissioner along with supporting

documents, and the Commissioner is required to decide the matter within 30 days.

The Authority may prescribe detailed procedures, risk parameters, safeguards, and governance mechanisms

for implementation of the system.

Proposed amendments are highlighted in red

S. Offences Penalties Section
No
5 | Where a person, without any reasonable cause, | (a) an individual, shall pay a penalty up | 30, 32,
fails to produce the record or information despite | to one hundred thousand rupees for | 53 and
receipt of a notice from the Authority or any | the first default and one hundred | 57]
officer of the Authority directing him to produce | thousand rupees for each subsequent
such record or information default; and
Provided that if the record is not produced | (b) company or association of persons,
despite issuance of three notices, it shall be | shall pay a penalty up to five hundred
considered as sufficient evidence that the person | thousand rupees for the first default
has failed to maintain the record.] and five hundred thousand rupees for
each subsequent default.
16 | Where any person: Such person shall be liable to pay a | 59A]

(a) causes intentional damage to or intervention
in the electronic invoice monitoring system; or

(b) impedes or obstructs transmission of invoice
data to the Authority

penalty of Five hundred thousand
rupees for each act of commission. In
case of three acts of such commission,
the business premises of such person
shall be liable to be sealed for a period
which may extend to one month and
such person shall further be liable, upon
conviction by a Special Judge, to
imprisonment for a term which may
extend to one year, or with fine which
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may extend to the amount equal to the
tax payable for the tax period to which
the offence relates, or with both

17 | Where any person fails or refuses to issue a tax
invoice.

Such person shall be liable to pay a
penalty of Five Hundred thousand
rupees on first default and One Million
rupees for each subsequent default. In
case of three acts of such default, the
business premises shall be liable to be
sealed for a period which may extend to
one month

30

20 | Where any person either avoids, defies, fails to
comply with electronic invoicing system or issues
invoices bypassing the electronic invoicing system

Such person shall be liable to pay a
penalty of up to Five Hundred thousand
rupees. In case of three consecutive
defaults, the business premises of such
person may further be liable to sealing
for a period which may extend to one
month.

The Punjab Finance Bill 2026 proposes to enhance the monetary jurisdiction of adjudicating officers under

Section 60 by increasing the limits of cases that may be decided by lower-tier tax officers.

Previously, an Assistant Commissioner/Deputy Commissioner could adjudicate cases involving tax up to Rs. 10
million and enforcement Officer/Audit-cum-Risk Compliance Officer may adjudicate cases involving tax up to

Rs. 5 million.

Now

e The jurisdiction of Assistant Commissioner/Deputy Commissioner is proposed to be increased from Rs.

10 million to Rs. 50 million.

e The jurisdiction of Enforcement Officer/Audit-cum-Risk Compliance Officer is proposed to be increased

from Rs. 5 million to Rs. 25 million.

Disclaimer

This Tax Memorandum contains comments that represent our interpretation of the legislation. We, therefore,
recommend that while considering their application to any particular case, reference be made to the specific

wordings of the relevant statute(s).
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Tel: +92 42 3723 5084 — 87, Email: Ihr@hccpk.com
KARACHI:
5th Floor, Karachi Chambers, Hasrat Mohani Road,
Karachi. Tel: + 92 21 32411474, 32412754, E-mail:
khi@hccpk.com ISLAMABAD:
Office No. 404, 4th Floor, Hamdan Heights, Service Road East, Expressway,
Islamabad. Tel: +92 345 556 6964, E-mail:iac@hccpk.com
MULTAN:
2526/F, Shadman Colony, Opposite High Court, Bahawalpur Road, Multan.

Tel: +92 61 478 3979, 478 5211-13, 451 1979, Fax: 061-4785214, E-mail: mux@hccpk.com

INTERNATIONAL LOCATIONS:

. 85+ offices of ShineWing International:
http://www.shinewinginternational.com/locati
ons.php

. 850+ offices of Praxity Member
firms:

https://www.praxity.com/firms/loca
tions/
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