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Author’s Note

“We are pleased to bring to you this explicit explanation of the Finance Bill, 2024 [‘Bill’]. This
document will enlighten the readers about the aspects of this budget in its entirety. It will
scrutinize the salient features of the said Bill and its implications on the macro as well as micro
economy of Pakistan.

The following document is an explanation of the measures proposed in the Bill in the light of
interpretation of relevant laws and the provisions therein. The proposed measures would take
effect once bill gets passed by the National Assembly and gets its assent from the President of
Pakistan.

This document will elaborate on the effects of the changes in laws and the new policies
enforced by the Federal Government. It will illuminate the effects of the changes in laws on
the overall business environment. It will apprise you of the particular changes in laws in
comparison to the previous laws.”

Best Regards
Zulfigar Ahmad & Co.
(Chartered Accountants)

Budget Brief 2024-2025 Zulfigar Ahmad & Co.
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ECONOMIC SURVEY 2023 — 2024

Overview of Economy

Despite facing numerous challenges, Pakistan remains dedicated to attaining macroeconomic
stability and fostering sustainable and inclusive growth. This commitment led to a notable 2.38%
GDP growth in Fiscal Year 2024, marking a reversal from the negative growth of 0.21%
experienced in Fiscal Year 2023.

The government is focusing on key sectors like IT, SMEs, mining, tourism, exports, and
agriculture to strengthen Pakistan's balance of payments. Efforts include encouraging foreign
investment and supporting overseas Pakistanis to increase remittances. Fiscal discipline and
reforms in the Federal Board of Revenue aim to ensure financial sustainability. Continued support
from bilateral and multilateral development partners is crucial, and the successful conclusion of
the IMF Stand-by Arrangement marks the start of a stabilization and domestically-driven growth
phase for Pakistan.

Key Indicators

I A 2.38% growth in GDP due to effective policy management, along with renewed inflows
[’éoP  from multilateral and bilateral partners, combined with the gradual economic recovery in
major trading partners.

The growth in GDP can be attributed to the following sectors:

g 6.25% growth in Agriculture sector, the highest growth in the last 19 years

emerged as the primary catalyst for economic expansion in FY2024. The growth is

mainly driven by 16.82 percent growth in important crops such as wheat, rice and
cotton.

1.21% growth in Industry sector. The performance is mainly driven by the
manufacturing sector (2.42%) and construction sector (5.86%).

E@ 1.21% growth in Services sector. Overall, the services sector constitutes the
largest share of 57.7 percent in GDP for FY2024.

» Per capita income increased to US$ 1,680 as compared to US$1,551 of last year
% (showing an increase of US$129) on the account of increase in economic activity and
appreciation in the exchange rate.

The investment to GDP ratio stood at 13.14% in FY2024 compared to 14.13% in FY2023,
the decline is mainly due to contractionary macroeconomic policies and political
uncertainty.

The saving to GDP ratio recorded at 13.0% in FY2024 compared to 13.2% in FY2023.
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Executive Summary

Income Tax Ordinance, 2001

R/
0’0

Y/
°

Y/
0.0

Mandatory filing of Audited
Financial Statements with Income
Tax Return of AOP having turnover
of Rs. 300 million and above to claim
exemption by members of the profits
of the AOP.

Late Filer of income tax returns
would now be subject to same
treatment as non-filer.

Bar has been placed on international
travel on non-filer citizens except
NICOP holders, students etc.

Allocation of 25% of advertisement
expenses and sales promotion
expenses to Associated entities
receiving royalty, would be applicable
from tax year 2024 and onwards.

Abolition of Final Tax Regime for
exporters.

Issuance of Exemption certificates
have been abolished. Only reduced
rate certificates would now be issued
for manufacturers.

Heavy penalties to be imposed on
improper filing of income tax returns.

Late filers and non filers have been
taxed heavily on property acquisition
and disposal.

Sales Tax Act, 1990

®
0‘0

The concept of tax fraud have been
revamped

The scope of time in supply has been
extended to the time when any
payment is received by the supplier in
respect of supply whichever is earlier.
This new insertion has included the
advance payment in the scope of
supply and has restored the law to
previous position.

Concept of Dbest judgement
assessment has been introduced,
whereby, a person who fails to file the
sales tax return or fails to submit the
documents as required by the officer,
may have to face best judgement
assessment.

A new concept of investigative audit
is introduced.

Major changes in sales tax rate for
various sectors;

o Milk, that was subject to zero
rating is further classified to
standard rate (branded milk)
and exempt supply (other
than branded milk);

o Increase in tax rate on
personal laptops/computers.

o Goods excluding electricity
and natural gas supplied to
hospitals run by the
charitable hospitals of fifty
beds or more have now been
subject to standard rate.
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Federal Excise Act, 2005

Y/
°

Y/
°

Levy of duty on commercial real
estate and residential real estate on
first allotments.

Duty have been levied on supplies of
sugar made by any person, to the
manufacturers.

Customs Act, 1969

Y/
0.0

@,
0’0

The concessions on customs duty on
import of Electric Vehicles is
restricted to value of vehicle less than
USD 50,000.

The import of Raw Material and
allied equipment related to Solar
Panel and allied equipment
manufacturing are made exempted.



Income Tax Ordinance, 2001

[‘Ordinance’]

AVAVAVA
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Amendments Introduced in Income Tax Ordinance, 2001,

Increase in Scope of Advance Tax on Purchase of Shares
(Section 37)

Earlier, the tax was deductible from the recipient at the time of actual payment by the purchaser
of shares. Vide the Bill, the scope of said section has been enhanced to include the instance, where
shares are purchased with the intent of paying for it later.

Consequently, the value to be used for the calculation of taxable value would be the FMV at the
date of actual payment or at the date of registration with SECP or SBP, whichever is earlier.

Increase in Scope of Tax Credit to Coal Mining Projects in Sindh
(Section 65F)

Vide the Bill, Tax credit under section 65F has been restricted solely to income derived from coal
mining activities, preventing coalminers from claiming it on their entire income, including
interest and other incomes.

However, the condition of exclusive supply to power generation projects has also been done away,
implying that tax credit could be availed on pro-rata income arising from business with power
generation projects.

Mandatory filing of Audited Financial Statements to Claim Exemption by members
of AOP
(Section 92)

Vide the Bill, AOPs with turnovers of Rs. 300 million or more would need to submit audited
financial statements with the annual income tax return in order to enable their members to claim
exemption of the profits attributable to such AOP. Such move is made to discourage misuse and
promote transparency.

Introduction of concept of Late Filer
(Section 100BA)

Earlier, non-filers of tax returns were subject to the application of double rates with certain
exceptions. Vide the Bill, scope of said section has been enhanced to include the late filers as well.

Late filers have been attributed to be the persons who have filed their income tax return after the
due as well as extended date of filing.

Allocation of Advertisement Expenses to Associates receiving Royalty
(Section 108)

In a harsh move, the legislature retrospectively from the Tax Year 2024, seeks to take away an
expense equal to 25% of the total advertisement expense of the persons paying royalty to
associates, which implies it is targeted towards taxpayers paying royalty to non — resident
associates.
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The aforesaid section would come into effect where any amount is claimed as deduction for the
tax year or for any of the two preceding tax years on account of royalty paid or payable.

Restriction on International Travel for Non Filer
(Section 114B)

Earlier, in a bold move to broaden the taxpayer’s base, the legislature inserted a new section by
virtue of which the Board shall have power to issue a general order to enforce the following
sanctions (any one or all of them), on the persons, who in the opinion of the Board are not
appearing on ATL but are liable to file returns of income;

» Disabling of mobile phones or sim cards;
» Disconnecting electricity and gas connections.

Now, the bill seeks to enhance its scope by placing bar on exit from Pakistan for persons whose
names have been mentioned in the income tax general order, but this condition shall not apply
upon minors, students, overseas Pakistanis holding NICOP and such other class of persons
notified by the Board.

Penalty of one hundred million rupees for first default and two hundred million for each
subsequent default has been proposed to be levied on any person who fails to comply with income
tax general order issued by the Board within fifteen days of issue of such order.

Increase in SuoMoto Powers of Commissioner
(Section 122A)

The bill seeks to increase the powers of Commissioner, whereby he is being empowered to revise
an order passed by the Commissioner Appeals as well. Earlier, Commissioner Appeals was
expressly excluded from the purview of this section.

Pecuniary Jurisdiction in Appeals
(Section 126A)

Vide Tax Laws Amendment Act, 2024, certain monetary limits for the appellate forums have been
specified, with cases where tax / refund is assessed at or below Rs. 20 million, would lie to the
Commissioner Appeals and in vice versa situation would lie to the Appellate Tribunal.

Vide the Bill, in a corrective measure, the legislature has clarified the mechanism of computing
the pecuniary limit to be the net increase in tax liability and / or net decrease in refund. Such
amendment would provide a much needed clarity and ensure smooth implementation of the
newly enacted Act.

Power to Reject Estimate of Advance Tax
(Section 147)

Currently, in absence of furnishing of turnover by the taxpayer, the turnover was to be computed
at 110% of the previous assessed turnover. Now, the Bills seeks to enhance this power of
computation to 120% of the previous assessed turnover.
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Further, the Commissioner is now vested with the power to reject estimate of advance tax in case
of reduction in advance tax liability if the taxpayer fails to furnish requisite evidences or the
evidences are not acceptable. In case of rejection, the advance tax would be payable as per the
normal mechanism based on historical declarations.

Specification of Minimum Value for Income Tax at Import Stage
(Section 148)

The Bills seeks to tap the true potential of income tax at import stage and to curb under-
declaration by importers by empowering the Board to notify minimum value in respect of certain
goods for calculation of income tax at import stage.

Reduced Rate Certificate in Lieu of Exemption Certificate
(Section 152(4A) & 153)

In a major revenue measure, the bill seeks to withdraw the facility of exemption from withholding
tax on supply of goods made by PE of a non resident and resident manufacturer of goods being a
company.

Now, such persons would be entitled to obtain a reduced rate certificate. Corresponding changes
in Section 159 have also been made.

Normal Income Tax on Export Income of Goods Exporters
(Section 154, 168 & 169)

At present, persons deriving income from exports have to pay 1% tax on their export proceeds
which is final tax. The legislature seeks to treat exporters at par with other taxpayers by
substitution of the final regime with normal regime by taxing exporters on net income basis.

In addition to the 1% tax already deducted, rate of tax at 1% has been further proposed to be
deducted as advance tax for export proceeds.

Offences and penalties
(Section 182)

Following are penalties that have been proposed to be incorporated into Section 182 of the
Ordinance as follows;

Section of the
Ordinance to

which offence
has reference
Where any person fails to furnish a return of | Such person shall 117(3)
income as required under sub-section (3) of | pay a penalty equal to
section 117 within the time specified in the | higher of —
notice

(a) 0.1% of the
tax payable
in respect of
that tax year
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for each day
of default; or

(b) Rs. 1,000 per
day of
default:

Provided that
minimum  penalty
shall be Rs. 10,000 in
case of an individual
and Rs.50,000 in all
other cases.

3A

Where any person being a trader or a
shopkeeper who is required to apply for
registration under this Ordinance but fails to
register or fails to pay advance tax as
specified in a scheme of special procedure
prescribed under section 99B.

The shop of such
person shall  be
sealed for seven days
for first default and
for twenty one days
for each subsequent
default.

99B

10A

Any person who fails to comply with income
tax general order issued by the Board within
fifteen days of issue of such order.

Such person shall
pay penalty of one
hundred million
rupees for  first

default and two
hundred million for
each subsequent
default.

114B

12A

Where any person fails to pay tax at the time
of making payment as consideration of
shares or at the time of registration of shares
by the Securities and Exchange Commission
of Pakistan or the State Bank of Pakistan,
whichever is earlier.

Such person shall
pay a penalty equal to
fifty percent of the
amount  of  tax
involved

37(6)

35

Any company and an association of persons
who —

(a) fails to fully state all the relevant
particulars or information as
specified in the form of return,
including a declaration of the
records kept by the taxpayer;

(b) furnishes any annexure, statement
or document specified in the return
of income as blank or with

Such company,
including a banking
company and an
association of
persons shall pay a
penalty of  Rs.
500,000 or 10% of
the tax chargeable on
the taxable income,
whichever is higher.

114(2)
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incomplete or irrelevant particulars;
or

(c) attaches blank or incomplete
annexures, statements or
documents where such annexures,
statements or records were required
to be filed.

Prosecution for failure to furnish information in return of income
(New Insertion - Section 191A)

Any company including a banking company and an association of persons who —

(a) fails to fully state all the relevant particulars or information as specified in the form of
return, including a declaration of the records kept by the taxpayer;

(b) furnishes blank or incomplete particulars or information as specified in the return of
income; or;

(c) attaches blank or incomplete annexures, statements or documents where such
annexures, statements or records that were required to be filed,

shall commit an offence punishable on conviction with a fine or imprisonment for a term not
exceeding one year or both.

Prosecution for non-registration
(New Insertion - Section 191B)

Failure to apply for registration by any individual mentioned in section 99B constitutes an
offense. Upon conviction, the offender may face imprisonment for up to six months, a fine, or
both.

Increase in Rate of Default Surcharge Due to Late Payment
(Section 205)

At present the default surcharge rate is 12% per annum which is significantly lower than the
interbank rate. The bill seeks to amend the default surcharge rate to KIBOR plus 3% per annum.

Enhancing the Scope of Withholding Tax on Supply Chain and Substantially
Enhancing Non-Filer Rates for Distributors, Dealers, Wholesalers and Retailers
(Section 236G & 236H)

At present, advance tax is collected on sale to dealers, distributors, wholesalers and retailers of
certain specified sectors. The Bill seeks to enforce uniformity and it is proposed that such tax will
be collected from all sectors of the economy so that it is expanded to the entire supply chain
comprising all distributors, wholesalers, dealers and retailers.
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First Schedule

Increase in Tax Rates for Salaried Individual

Sr.

New Taxable Income Slabs

New Tax Rate

L Where taxable income does not exceed Rs. 0
Rs.600,000/- ’
5 Where taxable income exceeds Rs. 600,000 but | 5% of the amount exceeding Rs.
does not exceed Rs. 1,200,000 600,000
3 Where taxable income exceeds Rs. 1,200,000 but | Rs. 30,000 + 15% of the amount
does not exceed Rs. 2,200,000 exceeding Rs. 1,200,000
4 Where taxable income exceeds Rs. 2,200,000 but | Rs. 180,000 + 25% of the amount
does not exceed Rs. 3,200,000 exceeding Rs. 2,200,000
5 Where taxable income exceeds Rs. 3,200,000 but | Rs. 430,000 + 30% of the amount
does not exceed Rs. 4,100,000 exceeding Rs. 3,200,000
. Rs. 700,000 + 35% of amount
6 | Where taxable income exceeds Rs. 4,100,000 .
4,100, exceeding Rs. 4,100,000

IMlustration (Salaried Individual)

Taxable Income Tax Liability 2024 Tax Liability 2025

Rs.1,000,000 Rs.10,000 Rs.20,000
Rs.2,000,000 Rs.115,000 Rs.150,000
Rs.3,000,000 Rs.300,000 Rs.380,000
Rs.4,000,000 Rs.545,000 Rs.670,000
Rs.6,000,000 Rs.820,000 Rs.1,365,000
Increase in tax rates for Individuals and AOP’s
Sr.
. Taxable Income New Tax Rate
L Where taxable income does not exceed 0%
Rs.600,000/- ?
5 Where taxable income exceeds Rs. 600,000 but | 15% of the amount exceeding Rs.
does not exceed Rs. 1,200,000 600,000
3 Where taxable income exceeds Rs. 1,200,000 but | Rs. 90,000 + 20% of the amount
does not exceed Rs. 1,600,000 exceeding Rs. 1,200,000
4 Where taxable income exceeds Rs. 1,600,000 but | Rs. 170,000 + 30% of the amount
does not exceed Rs. 3,200,000 exceeding Rs. 1,600,000
5 | Where taxable income exceeds Rs. 3,200,000 | Rs. 650,000 + 40% of the amount
but does not exceed Rs. 5,600,000 exceeding Rs. 3,200,000
6 . Rs. 1,610,000 + 45% of the amount
Where the taxable income exceeds Rs 5,600,000 exceeding Rs. 5,600,000

10
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Tax on Dividend

The bill seeks to enhance the rate of tax on dividend received from mutual funds deriving fifty
percent or more income from profit on debt shall be 25%, by proposing to insert the new proviso.
Corresponding change has also been made for collection of advance tax.

Capital gain tax on disposal of securities

Holding period condition has been proposed to be omitted for securities acquired after July 15t
2024. Fixed rate of tax at 15% for person appearing in ATL at the time of acquisition and disposal
of securities. For persons not appearing in ATL, respective individuals, AOP, and company rate of
taxes will be applicable provided that rate of tax for individuals and AOP shall not be less than
15%.

Capital Gain Tax on Mutual Fund or collective investment scheme or REIT Scheme

Sr. Category Old Tax Rates New Tax Rates

#

1 Individuals and AOP 10% for stock funds 15% for stock funds
10% for stock funds 15% for stock funds
2 | Company 10% for stock funds | 15% for stock funds
25% for stock funds | 25% for stock funds

In case of a stock fund if dividend receipts of the fund are less than capital gains, the rate of tax
deduction has been proposed to be increased to 20% from 12.5%.

Capital Gain on sale of Immoveable Properties

Holding period condition has been proposed to be omitted for all immoveable properties acquired
on or after July 01, 2024. Fixed rate of tax at 15% for person appearing in ATL at the time of
disposal of immoveable properties. For persons not appearing in ATL, respective individuals,
AOP, and company rate of taxes will be applicable provided that rate of tax for individuals and
AOP shall not be less than 15% of the gain amount.

Payment for Goods or Services

For toll manufacturing enhanced withholding rates has proposed as follows;
e For company — 9% from 5%
e For other than company — 11% from 5.5%

Increase in rate of tax for Telephone/Mobile Users for Non ATL person
75% withholding tax rate has been proposed from 15% on use of mobile phones for persons whose

names are appearing in the income tax general order for non-filing of return even after issuance
of notice.

11



Advance Tax on Private Motor Vehicles

Advance tax on new car purchase and registration has been proposed to be applicable on value as

per rates specified below:

Sr.

% Engine Capacity Old Tax Rates New Tax Rates
1 Up to 850 cc Rs. 10,000 0.5% of the value
2 851 cc to 1000 cc Rs. 20,000 1% of the value
3 1001 cc to 1300 cc Rs. 25,000 1.5% of the value
4 | 1301 ccto 1600 cc Rs. 50,000 2% of the value
5 1601 cc to 1800 cc Rs. 150,000 3% of the value
6. | 1801 ccto 2000 cc Rs.200,000 5% of the value
7. | 2001 cc to 2500 cc 6% of the value 7% of the value
8. | 2501 ccto 3000cc 8% of the value 9% of the value
9. | Above 3000cc 10% of the value 12% of the value

Advance tax on sale or transfer of immovable property — Section 236C
Advance tax on purchase of immovable property — Section 236K

Previously advance tax on sale or transfer of immovable property collected under section 236C
and 236K was 3% respectively. Through the bill it has been proposed to collect advance tax as per
following slabs;

Sr. # Amount Tax Rates for ATL
) Where the gross amount does not exceed Rs. 50 %
million 370
5 Where the gross amount exceeds Rs. 50 million %
but does not exceed Rs. 100 million 3-5%
3 Where the gross amount exceeds Rs. 100 million 4%

12



Previously rate of tax of 6% on sale of property and 10.5% on purchase of property for person not
appearing on ATL has been proposed to be changed as follows; -

Tax Rates
236C for
ATL but
late filer

Tax Rates
236K for
ATL but
late filer

Tax Rates
236k for
Non
ATL

Tax Rates
236C for

Non ATL

Where the gross amount

1 does not exceed Rs. 50
million

Where the gross amount
exceeds Rs. 50 million but
does not exceed Rs. 100
million

Where the gross amount
exceeds Rs. 100 million

12% 6% 6%

o)
16% 7% 10% 7%

3 20% 8% 8%

Second Schedule

Part I, clause 145A — Exemptions from total income
- Income derived by individual domiciled or company or AOP resident in Tribal Area
forming part of KPK and Balochistan has been proposed to be extended till the year 2025.

Part I1, clause 24A — Tax Rates
- Withholding rate of tax as per section 153 on cigarettes has been proposed to be increased
to 2.5% from 1%.

Part III, clause 2 — Tax Liability
- Reduction in tax liability of 25% for full time teacher or researcher has been proposed to
be omitted.

Part IV, clause 109A & 110 — Exemptions from Specific Provisions
- Exemption available from withholding provisions for individual domiciled or company or
AOP resident in Tribal Area forming part of KPK and Balochistan has been proposed to be
extended till the year 2025.

Tenth Schedule

Change in advance tax rates for person not appearing in ATL as follows;

Old Rate for New Rates for
SR 5 SR Non ATL Non ATL
1 Section 151 — on yield or profit on debt 30% 35%
2 Section 236G — other than fertilizers 0.2% 2%
3 Section 236H — on retailers 1% 2.5%

Tax collected as advance tax on gain on sale of securities has been proposed to be same for

ATL and Non ATL vide insertion as an exclusion in Tenth Schedule.

13
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SALES TAX ACT, 1990
[‘'ST ACT’]
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AMENDMENT INTRODUCED IN THE SALES TAX ACT, 1990

Definitions:

Associates (Associated Persons)
Section 2(3)

The definition of Associates has been substituted and streamlined in accordance with section
85(1) of the Ordinance. Now, also as per the Act, such persons would be held to be associates
where one person sufficiently influences, either along or together with other associates the other
person. Sufficient influence would arise where one or both persons are directly or indirectly, are
economically and financially dependent on each other and, decisions are made in accordance with
the directions, instructions or wishes of each other for common economic goal. It has further been
laid down that two persons would be held as associates where one person enters into a transaction,
directly or indirectly, with the other who is a resident of jurisdiction with zero taxation regime.

Investigative Audit & Kibor
Section 14A & 14B

The placement of KIBOR has been changed from section 14A to 14B whereby section 14A has been
substituted with investigative Audit which means investigative audit under newly inserted section
25A.

Licensed Integrator
Section 15(A)

The newly inserted section authorizes only those persons to provide electronic invoicing system
for integration of registered persons in the prescribed manners who are licensed by the board.

Tax Fraud
Section 2(37)

The generic definition of tax fraud has been substituted with specific events/acts that are now
considered as tax fraud. These events include;

suppression of taxable sales or taxable receipts;

false claims of input tax;

making taxable supply without issuing tax invoice;

issuance of invoice without supply of goods;

claiming undue input tax or obtaining inadmissible refunds;

collecting tax but failing to deposit within 3 months of due date of payment;

falsification or substitution of financial records or production of fake/false
account/information;

tempering or destroying of any material evidence; carrying or taking away any goods liable
to be confiscation under the act.

YVVVYVYVVYYYVY

\4

15
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Time Of Supply
Section 2(44)

The scope of time in supply has been extended to the time when any payment is received by the
supplier in respect of supply whichever is earlier. This new insertion has included the advance
payment in the scope of supply. (Earlier it omitted in Finance Act 2021)

Scope Of Tax
Section 3 (11)

The subsection 11 of section 3 has been omitted which authorized board to select any class of
person for integration of their invoice machines with the board system for real time reporting and
a new section u/s 40C has proposed to be inserted which is related to integration of electronic
invoicing system with the board.

Assessment Of Tax & Recovery Of Tax Not Levied Or Short Levied Or Erroneously
Refunded
Section 11

Section 11 has been revamped whereby a series of new sections i.e. 11D TO 11G has been inserted
to elaborate the procedure already embodied under omitted section 11 of the Act with some
amendments;

Limitation For Issuing Orders In Certain Cases
Section 11B

The section 11B has been substituted and the provisions of section 124 of the Ordinance shall apply
mutatis mutandis in giving appeal effect to appellate orders. Previously, the appellate orders
giving findings or directions to lower authorities have to be implemented within one year of end
of financial year in which order has been served to the officer but now, it has to be given effect
within two years as per ordinance.

Best Judgment Assessment
Section 11D

» Through this finance bill, the concept of best judgement assessment has been
introduced which requires that where a person fails to furnish sales tax return in
response to notice u/s 26(2A) shall after notice of show cause may proceed for best
judgement assessment of tax payable or refund due and also charge penalty and
default surcharge.

> In addition to above, if required person fails to provide documents sought for by an
officer u/s 25 or 38A, the officer may issue notice to show cause to such person basing
upon available record and to the best of his judgment make an assessment of tax
payable or refund due and also charge penalty and default surcharge, he may further
disallow or reduce taxable input or services in relation to those required documents.

> If the taxpayer complies with the above stated show cause notice and files return and
pay the liability along with penalty and default surcharge, the notice shall be abated.

» In addition to above, if the person fails to file return in the cases of determination of
minimum tax liability, the officer shall determine the liability thereof.

16
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Assessment Of Tax and Recovery Of Tax Not Levied Or Short Levied Or Erroneously
Refunded
Section 11E

» Section 11E has been proposed to be inserted encoding that where due to any reason
any tax or charge has not been levied or short levied or where the officer suspects on
the basis of audit or otherwise that due to any reason a person has not paid or short
paid, claimed inadmissible input tax or refund or obtained refund not due, after
issuing a show cause notice shall pass an order to determine and recover the amount
of tax unpaid or shortpaid, inadmissible input tax or refund, or unlawful refund
obtained and shall also impose penalty and default surcharge.

» Further, the officer may disallow input tax if the taxpayer is unable to provide a
receipt, or invoice or other record or evidenceof the transaction or circumstances
giving rise to such claim.

> And where a tax or charge has not been paid or short paid, the amount of tax
shall be recovered as tax fraction of the value ofsupply.

Failure To Withhold Sales Tax
Section 11F

This newly inserted section states that where any person, required to withhold sales tax,
fails to withhold the tax or fails to deposit the same, theofficer shall after a show cause
pass an order to determine and recover the amount in default and impose penalty and
default surcharge.

Limitation For Assessment
Section 11G

The limitations for the assessment as provided in omitted section 11(5) of the act has
been retained as provided in new inserted section 11G. However, the scope of relevant
date with respect to issuance of show Cause Notice u/s 11D to 11F of the Act has been
increased by including time of payment of goods or services on which sales tax was to

be withheld.

De-Registration, Blacklisting and Suspension of Registration
Section 21(5)

The newly inserted section has provided relief to the blacklisted registered persons that either the
chief commissioner on his own motion or application of the such person call and examine the
record of proceedings and order of blacklisting and thereby modify the order after making due

inquiry.
Tax Invoices
Section 23(3)

It has been proposed that the registered person making a taxable supply shall issue electronic
invoices subject to such conditions, restrictions and limitations as the board may by notification
in the official gazette specify.

17
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Audit of Sales Tax Affairs
Section 25

>

Through proposed Finance Bill, section 25 has been substituted regarding the audit of
sales tax affairs and a proper procedure has been laid down. It has been proposed that the
commissioner on the basis of reason in writing may direct the officer to conduct audit of
sales tax of any registered person after intimation notice enclosing reasons of audit
selection. It has been clarified that this power of conducting direct audit is independent of
power of Board u/s 72B. It has further been clarified that the commissioner may not
provide opportunity of being heard while passing directions of audit to its subordinate
officer.

The selection of audit is based upon scrutiny of available record i.e statutory filings,
financial statements or third party information. While issuing reasons, the commissioner
shall identify risk factors requiring verification for the audit.

Subsequent to issuance of intimation notice of audit, the concerned officer may call for
record or documents to proceed with the audit whereas in case of electronic data, the
registered person shall allow access to the officer to the electronic record. And conduct
audit either through in person or through video link to verify the correctness of declared
& paid tax liability or refund claimed.

The officer shall call for records within six years from the end of financial year to which it
relates.

After completion of audit, order shall be passed u/s 11E of the Act after providing
opportunity of being heard. However, if the registered person fails to provide required
information, the officer may proceed with best judgement assessment u/s 11D of the Act.

Where the officer suspects that the person being audited is involved in tax fraud, he may
with the approval of commissioner conduct investigative audit u/s 25AB.

If the person pays amount of short paid tax or tax evaded along with default surcharge
before receipt of notice of audit, no penalty shall be imposed. Further, if he pays the above
stated liabilities after issuance of audit report and before issuance of show cause notice
u/s 11E, the penalty of twenty-five percent shall be payable. However, after the issuance of
show cause notice u/s 11E, the penalty of 100% shall be imposed along with evaded tax
and default surcharge.

Investigative Audit
Section 25AB

It has been proposed that where on the basis of information obtained from audit u/s 25(11) of the
act or otherwise suspect that the Register person is involved in tax fraud the officer initiates the
investigative audit against such person subject to written permission of commissioner and shall
conduct this audit within 9o days of initiation of investigative audit.
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After concluding the said audit, the officer is at liberty to take one or more of the following actions;
» Pass an order u/s 11E after providing opportunity of being heard.
» Issue best judgement assessment order u/s 11D
» Blacklist the registered person u/s 21
» Impose penalty and cause prosecution under serial No. 13 of section 33.

While taking action u/s 11E or 11D, the officer may disallow input tax on goods or services if the
registered person is unable to provide receipt or invoice or record/evidence.

Return
Section 26

A newly sub section 2A has been inserted wherein it has been proposed that an officer require any
person by notice in writing to file the return within stipulated time period as specified in the
notice. The notice shall be issued within five years in all cases except in case tax fraud wherein
such notice can be issued within fifteen years from the end of financial year in which return has
to be filed.

Offences And Penalties
Section 33

Sr. No. 11- TAX FRAUD 2(37)
Offence ‘ Proposed penalty ‘ Existing penalty

11. Any person who, — (a) | Higher of Rs. 25000 or 100% of the Higher of Rs. 25000 or

submits a false or forged | amount involved 100% of the amount
document to any officer involved
of Inland revenue; or Shall also be liable for imprisonment:

(b) destroys, alters, | 5years ---- tax evaded upto 500
mutilates or falsifies the | Million or above
records including a sales | 10 Years ---- tax evaded is 1 Billion and

tax invoice; or above Shall further be liable;
(©) Knowingly or | And fine which may extend to amount | 3 years or with fine
fraudulently makes false | of tax evaded which may extend to
statement, false | The person who abets or connives in amount of tax evaded
declaration, false | commission of tax fraud:

representation, false | 5 years ---- tax evaded upto 500

personification, gives any | Million or above

false information or | 10 Years ---- tax evaded is 1 Billion and
issues or uses a document | above

which is forged or false | And fine which may extend to amount
of tax evaded
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Sr. No. 13
Offence

13. Any person who
commits, causes to
commit or attempts to
commit the tax fraud, or
abets or connives in
commissioning of tax
fraud.

Proposed penalty

Higher of Rs. 25000 or 100% of the
amount involved

‘ Existing penalty

Higher of Rs. 25000 or
100% of the amount
involved

Shall also be liable for imprisonment:
5 years ---- tax evaded upto 500
Million or above

10 Yeas ---- tax evaded is 1 Billion and

above

And fine which may extend to amount
of tax evaded

The person who abets or connives in
commission of tax fraud:

5 years ---- tax evaded upto 500
Million or above

10 Yeas ---- tax evaded is 1 Billion and
above

And fine which may extend to amount
of tax evaded

Shall further be liable;
5 years or with fine
which may extend to
amount of tax evaded

Sr. No. 25A

The scope of penalty has been extended from tier-1 retailers u/s 3(9) to all those persons or class
of persons to whom Board may require to integrate their electronic invoicing system with Boards
real time reporting of sales u/s 40C (2).

Sr. No. 25AA
Offence

“25AA. Any licensed

‘ Penalty Section

integrator who is | Such person shall be liable to| sub-section

authorized to provide electronic invoicing | pay penalty of rupees one (5) of
system for integration of registered persons | million or one percent of the | section
fails to integrate such registered persons in | total value of the sales 40C.

the manner as required under this Act and
rules made thereunder.

suppressed, whichever is
higher.

Offences & Penalties
Section 33(2)

The new subsection has been introduced which has clarified that the provisions of Criminal

Procedure Code shall be applicable in case of offences under this Act whose punishment may
extend up to ten years.
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Default Surcharge

Section 34

The rate of default surcharge has proposed to be revised from 12% to KIBOR plus three.

Schedules

Third Schedule

Addition in Retail Price Regime

To ensure the revenue collection of due taxes on DAP (Di-ammonium phosphate known as

phosphorous fertilizer) it is proposed to include the same in the Third Schedule of the ACT:
Serial Description Heading Nos. of the First Schedule to the
No. Customs Act, 1969 (IV of 1969)
1 2 3
51. DAP Respective headings.
Fifth Schedule

Zero Rating Regime

To improve the revenue collection of taxes it is proposed to omit the following items from zero

rating in the Fifth Schedule:

Serial Description
No.
1 2

12. Preparations suitable for infants.
Colors in sets; Writing, drawing and marking inks; Erasers; Exercise books; Pencil
sharpeners; other drawing, marking out or mathematical calculating instruments;
Pens, ball pens, markers and porous tipped pens; Pencils including color pencils.

16. Milk

17. Fat filled milk

21. Local supplies to registered exporters authorized under Export Facilitation
Scheme, 2021.
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Sixth Schedule
New Exemptions (Table-1)

Following additions has been proposed in Sixth Schedule through this Finance Bill.

Serial Description
No.

175.

Import of all goods received, in the event of a natural disaster or other catastrophe,
as gifts and relief consignments or any goods received as gift or donation from a
foreign government or organization by the Federal or Provincial Governments or any
public sector organization. Subject to the recommendations of the Minister Incharge
and concurrence by the Federal Board of Revenue subject to condition that the
concerned Ministry shall verify the genuineness of such cases and furnish an
undertaking to the effect that donated goods shall not be sold, utilized or disposed of
otherwise than for the purpose for which the same have been imported.

176. POL products: (i) MS (Petrol) (ii) High Speed Diesel Oil (iii) Kerosene (iv) Light
Diesel Oil

Amendments

Following amendments has been proposed in Sixth Schedule through this Finance Bill.

Serial Description

No.

165. Goods donated to hospitals run by the nonprofit making institutions subject to the
similar restrictions, limitations, conditions and procedures as are envisaged for the
purpose of applying zero-rate of customs duty on such goods under the Customs Act,
1969, (IV of 1969).

Omissions

To improve the revenue collection of taxes, exemption from sales tax, following_omissions has
been proposed in Sixth Schedule through this Finance Bill.

Serial Description

No.

13. Edible vegetables imported from Afghanistan

15. Fruit imported from Afghanistan excluding apples

32. Newsprint and books but excluding brochures, leaflets and directories
86. Colors in sets, Poster colors

87. Writing, drawing and making inks

88. Erasers

89. Exercise books

90. Pencil sharpeners

96. Other drawing, marking out or mathematical calculating instruments
97. Pens, ball pens, markers and porous tipped pens

98. Pencils including color pencils
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112. Cardiology/cardiac surgery, neurovascular, electrophysiology, endosurgery,
endoscopy, oncology, urology, gynaecology, disposables and other related
equipments.

120. Diagnostic Kits or equipment

151. Supplies and imports of plant, machinery, equipment for installation in tribal areas
and of industrial inputs by the industries located in the tribal areas.

152. Supplies of electricity, to all residential, commercial consumers and certain industries
in tribal areas.

166. Goods excluding electricity and natural gas supplied to hospitals run by the charitable
hospitals of fifty beds or more.

169. Qil cake and other solid residues

170. Tractor

174. Machinery and equipment as listed at serial number 32 of the Table of Part-I of Fifth
Schedule to the Customs Act, 1969.

New Exemptions - (Table-2)

Following additions has been proposed in Sixth Schedule through this Finance Bill.

Serial
No.
56.

Description

Milk excluding that sold under a brand name

57-

Iron and steel scarp

Omissions

To improve the revenue collection of taxes, exemption from sales tax of following items is
proposed to be omitted from the Sixth Schedule.

Serial Description
No.
7. Vermicillies, sheer mal, bun and rusk excluding those sold in bakeries, and sweet
shops falling in the category of Tier-1 retailers
21. Poultry feed, cattle feed, sunflower seed meal, rape seed meal and canola seed meal

Eighth Schedule
Additions

To improve the revenue collection of taxes, following items from fifth and sixth schedule is
proposed to be added in the Eighth Schedule

Serial Description Rate

No.

84. Colors in sets; Writing, drawing and marking inks; Erasers; 10%
Exercise books; Pencil sharpeners; other drawing, marking out or
mathematical calculating instruments; Pens, ball pens, markers
and porous tipped pens; Pencils including color pencils.

85. | Supplies and imports of plant, machinery, equipment for (i) 6% till
installation in tribal areas and of industrial inputs by the | 30.06.2025 (ii)
industries located in the tribal areas.




ZA.

12% from 1.7.2025
till 30.06.2026
86. Supplies of electricity, to all residential, commercial consumers (1) 6% till
and certain industries in tribal areas. 30.06.2025 (ii)
12% from 1.7.2025
till 30.06.2026
87. Oil cake and other solid residue 10%
88. | Tractors 10%
89. | Local supply of vermicillies, sheer mal, bun and rusk excluding 10%
those sold in bakeries, and sweet shops falling in the category of
Tier-1 retailers.
90. | Local supply of poultry feed, cattle feed, sunflower seed meal, 10%
rape seed meal and canola seed meal. No refund of excess input
tax shall be admissible.
91. | Newsprint and books but excluding brochures, leaflets and 10%
directories. No refund of excess input tax shall be admissible.
Amendments

Following amendment has been proposed in Eighth Schedule through this Finance Bill.

Serial Description Rate of Tax
No.
77. Personal computers and Laptop computers, notebooks. From 5% to 10%
81. It is proposed to restrict the scope of medicaments now after this 1%
proposal only Substances registered as drugs under the Drugs
Act, 1976.
Omissions

To improve the revenue collection of taxes, reduced rate of sales tax of the following items are
proposed to be omitted and now taxed at the standard rate of sales tax.

Serial Description Rate

No.

58. LPG 10%

66. | Supplies as made from retail outlets as are integrated with Board’s | 15%
computerized system for real-time reporting of sales

73. Locally manufactured Hybrid electric vehicle:
(a) Upto 1800 cc 8.5%
(b) From 1801 cc to 2500 cc 12.75%




Ninth Schedule
(Table-2)

To improve the revenue collection of taxes, Cellular mobile phones in CKD/CBU form are subject
to sales tax rate and the same is proposed in the Table — II of the Ninth Schedule in the following
manner:

Imported Locally
CKD/SKD manufactured

Imported
CBUs

Description /

Specification of
Goods

Cellular mobile phones or
satellite phones to be charged
on the basis of import value
per set
A. Not exceeding US$ 500
B. Exceeding US$ 500

18%
25%

18%
18%

18%
18%

Clauses (iii), (iv) & (v) related to non-adjustment of input sales tax has been proposed for omission
through this Finance Act.

Eleventh Schedule

To improve the collection of taxes, Sales tax withholding rate of the following are proposed to be
amend in the Eleventh Schedule through this Finance Bill:

Rate or extent
of deduction

Serial
No.

Withholding agent

Supplier category

7. Registered persons | Persons supplying any kind of lead | 80% of the sales
manufacturing lead under chapter 78 or scrap tax applicable
batteries batteries under chapter 85

Through the Finance bill, it is proposed to widen the scope of withholding agents, in
order to get more revenues and identification of businesses for broadening the tax base in the
Eleventh Schedule:

Serial Withholding agent Supplier category Rate or extent

No. of deduction

0. Registered persons Persons supplying any kind of 80% of the sales
manufacturing cement gypsum under chapter 25 or tax applicable

limestone flux under chapter 25

10. | Registered persons Persons supplying any kind of coal | 80% of the sales
under chapter 27 tax applicable

11. Registered persons Persons supplying any kind of 80% of the sales
waste of paper and paper board tax applicable

12. | Registered persons Persons supplying any kind of 80% of the sales
plastic waste tax applicable

13. Registered persons Persons supplying crush stone and | 80% of the sales
silica tax applicable
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Exclusion from the sales tax withholding are also proposed to be amended in light of the above
new insertions. The proposed amendment in exclusion is produced below:

Clause Description

No.

viii. | Supplies made by an Active Taxpayer as defined in the Sales Tax Act, 1990 to another
registered person with the exception of supplies referred to in S. Nos. 5, 7, 9, 10, 11,
12 and 13 of the Table.; and

Twelfth Schedule

Following amendment in exclusion of value addition tax has been proposed in Twelfth Schedule
through this Finance Bill.

Clause Description
No.
2(iv) | Cellular mobile phones or satellite phones.
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FEDERAL EXCISE DUTY ACT, 2005
[‘FED ACT’]
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AMENDMENTS IN FEDERAL EXCISE ACT, 2005

Default Surcharge
(Section 8)

Vide the Bill, rate for default surcharge has been changed to “Kibor plus three” from the current
applicable rate of twelve percent.

Levy of Duty on Real Estate
(First Schedule, Sr.63)

Vide the Bill, a significant amendment has been introduced in the FED Act. The Scope of levy has
been enhanced to include the allotment or transfer of commercial property & first allotment or
transfer of residential property at the rate of 5%.

The mode and manner would be later specified through the rules. However, such move is a major
blow for the already crushed real estate sector and seems to be in conflict with similar legislation
enacted by provinces.

Levy of Duty on Supplies of Sugar to manufacturers
(First Schedule, Sr. 64)

In a major revenue generating measure, the Bill seeks to levy duty on supplies of sugar made by
any person to manufacturer. Such move would not be welcomed by the manufacturers not being
able to collect FED from their respective customers, however, such imposition would not affect
the manufacturers adjusting the FED paid on purchases with FED collected on sales.

Offences, penalties, fines and allied matters
(Section 19)

Through the proposed amendment in this section new clause shall be added after the clause (e) in
subsection 3 which states that the installation and commencement of production or removal of
plant and machinery valued at fifty million rupees or more can be made without the approval of
Commissioner.

Also, the new sub section after subsection 10 which states that any retailer is found in selling
cigarettes packs without affixing, tax stamps, banderoles, stickers or barcodes, the retail outlet of
such person shall be liable to be sealed in the manner as may be prescribed.

First Schedule

New Insertions
The following new serial number and entries proposed to be inserted in First Schedule: —

Sr. No. Description of Goods Rate of Duty |
7a Acetate Tow Rs. 44,000/Kg
8d Nicotine Pouches Rs. 1200/Kg
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Amendments
Following amendments has been proposed in First Schedule through this Finance Bill: —

Description

Pre amendments

Post amendments

8(a) | E-liquids by whatsoever name | Rs. 10,000/kg Sixty five percent of
called, for electric cigarette kits. retail price or Rs.
10,000/kg whichever
is higher
9 & | Locally produced cigarettes Previously the rate of duty | Now the base rate is
10 if their on-pack printed retail | is charged on cigarettes by | proposed to change for
price. two different regimes 12,500/1000
cigarettes. i.e., the
i) on the cigarettes | FED for less than
whose retail price | 12,500/1000
is less than | cigarettes is Rs. 5,050
9000/1000 and Rs. 16,500
cigarettes contrariwise.
ii) on the cigarettes
whose retail price
is more than
9000/1000
13 Portland cement, aluminous The FED is charged at the | Now it is proposed to
cement, slag cement, super rate of Rs. 2/kg Rs. 3/kg.
sulphate cement and similar
hydraulic cements, whether
or not colored or in the form
of clinkers.
56 | Filter rod for cigarettes The Duty on cigarette rods | Now it is proposed to
was previously charged at | be leviable at the rate
the rate of Rs. 1,500 per Kg | of Rs. 80,000 per kg.
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AMENDMENTS IN CUSTOM ACT, 1969,

Measures for prevention of smuggling of Nuclear Material and Radio-Active
Material
(Section 2, Section 6, Section 159 — Table (serial No. v, vi)

The definition of Nuclear and Radio Active Material is inserted for Implementation of National
Nuclear Detection Architecture Regime and strict measures has been proposed to avoid
smuggling of such materials. The different penalties are proposed which shall be leviable upon
recovery of nuclear or radio-active material from any person which ranges up to life imprisonment
and fine up to five million rupees on the basis of type and quantity of material recovered.

Constitution of New Directorates — National Targeting Center & Trade Based Money
Laundering
(Section 3CCD & 3CCE)

In line with the implementation of the World Customs Organization (WTO) Global Travel
Assessment System, a new Directorate of National Targeting center is established to conduct risk
assessment of inbound and outbound cargos and passengers.

Further, as per suggestions/requirement of FATF, a new directorate of Trade Based Money
Laundering is also established to monitor all trade transactions and monitor to avoid terror
financing through this channel.

Streamlining Measures
(Section 5, 19)

e Through the proposed bill, the board was authorized to delegate its power to the chairman
or to any other officer by issuing notification in official gazette.
e All notification issued on or after July 2016 shall remain in force till 30 June 2025.

Measures for Prevention of Smuggling
(Section 156)

e The penalty under clause 85 of the table is increased from Rs. 25,000 to Rs. 100,000 to
deter smugglers from attacking custom officials.

e The new penalty provision is added in serial no. 89 of the table for countering the
smuggled goods. Such person which shall found in possession of smuggled goods shall be
liable to penalty equal to 10 times of value of goods.

¢ The new penalty provision is added in serial no. 9o of the table to counter the smuggling
of goods which are not covered in above clause.
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Changes in Appeal System
(Section 194, 195, 196)

e Previously the appeal could be filed before the Appellate Tribunal and High Court within
60 days and 90 days respectively but now this time frame is reduced to 30 days.

e The Appellate Tribunal and High Court are bound to decide appeal within 9o days and
180 days respectively.

e It is proposed that the Appellate Tribunal can now rectify its order within 15 days from
communication of order.

e The Alternative Dispute Resolution forum also made bound to decide the matter within
45 days only.

e No adjournment request would be entertained by appellate tribunal unless compelling
reason exist and on payment of cost not less than 50,000 rupees

First Schedule

New Insertion
Vide the proposed bill, following new PCT headings are created;

PCT codes Description Custom Duty %
1102.9010 ---Rice Flour 11%
1102.9090 ---Others 11%

-- Polyol blended with HCFC-
3907.2910 141b gr HCFC- 142b 0%

3907.2990 --- Other 0%

-  Check (nonreturn)
valves
8481.3010 --- For tyre tubes 16%
8481.3090 --- Other 16%
----Photovoltaic power cable
8544.6020 having single conductor of 20%
kind used for solar
---Night vision
0004.9010 Gogg%es 11%
0004.9090 ---Other 11%
Evacuated tubes for the
90.18 collection and transport
of blood:
9018.3981 ---Of glass 20%

9018.3982 ---Of PET 20%

9018.3989 ---Other 20%
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Customs duty Changes
The following changes are proposed in the existing rates of customs duty;

Proposed rate of

PCT Code Description Current rate of CD cD
2710.1931 High Speed Diesel 11% 0%
2711.1100 Natural Gas 11% 0%
7311.0040 Aerosol Products 11% 16%

Fifth Schedule

e The exemptions on import of machinery and equipment for farming and processing of
Fish/Shrimps and sea foods is Extended subject to certain conditions.

o The import of Raw Material and allied equipment related to Solar Panel and allied
equipment manufacturing are made exempted from Custom Duty subject to certain
conditions.

e The Custom duty on import of Bare Metal Card Printed Circuit Boards shall be leviable at
the rate of 11%.

e The Bovine Lipid Extract Surfactant made exempted from Customs Duty.

e The Import of Live animals are made exempted from Custom Duty if imported for research
purpose.

e The exemption of custom duty on import of Wheat, Sugar, HSD, LNG has been withdrawal

e The Custom duty on import of Glass board for Manufacturing TV panels are now subject
to custom duty at rate of 10%.

e The concessions on customs duty on import of Electric Vehicles is restricted to value of
vehicle less than USD 50,000.
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Caveat

This Budget Brief provides an overview of the proposed amendments intended to be
introduced vide the Bill. Through the Bill, various amendments have been introduced in the
Income Tax Ordinance, 2001, Sales Tax Act, 1990, Federal Excise Duty Act, 2005 and Customs
Act, 19609.

While we have endeavored to summarize the amendments in the most comprehensive
manner, we strongly advise readers to refer to the actual text of the respective Ordinances/Acts
for interpreting specific provisions. For clear guidance on specific matters, we recommend
consulting our tax team. It is important to note that Zulfigar Ahmad & Co. assumes no
responsibility for any entity or individual making decisions based solely on this briefing
document.

This brief has been prepared exclusively for the internal use of Zulfigar Ahmad & Co. staff and

clients. Any distribution or sharing of this document with others requires our prior written
consent

Budget Brief 2024-2025 Zulfigar Ahmad & Co.
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