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Dear Clients, 
 
We are pleased to enclose herewith, our comments, effects and implications of the amendments 
brought in the Income Tax Ordinance, 2001 through the Finance Act, 2024. These are now the final 
amendments as approved by the Parliament and the President of Pakistan. 
 
These comments have been arranged in the sequence of sections of the Income Tax Ordinance, 2001 
and covers comments on all amendments made.  
 
Our comments on amendments made in Sales Tax Act, 1990, Sales Tax Rules, 2006, and Islamabad 
Capital Territory (Tax on Services) Ordinance, 2001 shall follow soon. 
 
Some of amendments are important as to its immediate implications on the day to day 
compliance obligations have been highlighted and needs special attention, while other 
amendments though equally important can be taken care at a later stage. 
 
These comments have been prepared as a general guide for your benefit and to enable you to 
understand the implications of the changes made in the relevant laws. However, it is in your interest to 
seek professional advice before taking any action based on these comments. 
 
We sincerely hope you will find these comments useful to identify which change will effect you and to 
what extent. 
 
Thanking you, we remain, 
 
Yours faithfully, 
 
 
(Amir Alam Khan & Co.) 
Chartered Accountants 
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Brief / Comments on amendments made in Income Tax 
Ordinance, 2001 through Finance Act, 2024 

 

All references to sections, sub-sections, clauses and schedules are to the 
Income Tax Ordinance, 2001, unless otherwise stated. 

All changes through Finance Act, 2024 are applicable from tax year 
2025 i.e. from July 01, 2024, unless stated otherwise. 

 

1. Definition of “Board” – Section 2(8) 
The definition of the term “Board” has been enlarged to include a Member of the Federal Board 
of Revenue to whom powers of the Board have been delegated under section 8 of the Federal 
Board of Revenue Act, 2007. 
 

2. Definition of “Chief Commissioner” – Section 2(11B) 
The definition of the term “Chief Commissioner” has been enlarged to include a “Chief 
Investigator”. This has been necessitated by creation of “Tax Fraud Investigation Wing Inland 
Revenue” (See Para 30) 
 

3. Surcharge – Section 4AB 
Surcharge at the rate of 10% of the tax payable on taxable income has been imposed on an 
individual and an association of persons deriving taxable income exceeding Rs. 10,000,000. 
This is in addition to the increase in tax rates as explained in Para 33 and 34. 
 

4. Tax on builders and developers – Section 7F 
A special regime for determination of income of builders and developers has been introduced. 
The salient features are as under: 
 
(a) Scope and applicability: 

This special regime applies to an individual or association of persons deriving income 
from the business of: 
 
(i) Construction and sale of residential, commercial or other buildings; 

 
(ii) Development and sale of residential commercial or other plots; or 

 
(iii) Combination of the activities mentioned at (i) and (ii) above. 

 
However, the provisions of this special regime shall not apply to a builder or developer 
established by an Act of the Parliament or a Provincial Assembly or by a Presidential 
Order and who is engaged in activities for the benefit of its employees or otherwise 
including activities for the planning and development of and for providing and 
regulating housing and ancillary facilities in a specified or notified area. 
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(b) Determination of taxable profits: 
Nature of business Taxable profits 
(i) Construction and sale of residential, 

commercial or other buildings 
10% of the gross receipts of 
sale proceeds 

(ii) Development and sale of residential 
commercial or other plots 

15% of the gross receipts of 
sale proceeds 

(iii) Combination of the activities as at (i) and (ii) 
above 

12% of the gross receipts of 
sale proceeds 

 
The above formula of determination of taxable profits is only in respect of respective 
sale proceeds and shall not apply to any other business source income or income 
derived from sources other than business income. 
 

(c) Credit of Income: 
For the purposes of section 111 (explaining sources of investment, expenditures, etc.), 
the taxpayer cannot take credit in excess of the taxable profits determined as above. 
However, if the actual income is more than determined as aforesaid, the taxpayer will 
be entitled to take credit of the same by including such excess income in the taxable 
income. 
 
In other words the tax payable by a builder or developer shall be on higher of income 
calculated as above or actual income. 
 

5. Deduction of tax from payment against purchase of shares of a company – Section 37(6) 
A person acquiring shares of a company is required to deduct tax at the rate of 10% of the 
consideration. Amendments have been made as to the time of deduction and deposit of the said 
tax within 15 days of the earlier of the following: 
 
 Payment of the consideration; 
 Registration of transfer of shares with SECP, whether consideration is paid or is payable; 

or 
 Registration of transfer of shares with State Bank of Pakistan, whether consideration is 

paid or is payable. 
 

6. Carry forward of business losses – Section 57(2C) 
Ordinarily business losses can be carried forward for adjustment against the business income of 
the following six years.  This condition of carried forward of business losses has been relaxed 
in case of Pakistan International Airlines Corporation Limited for ten years for losses sustained 
on or after January 01, 2017. 
 

7. Tax credit for persons engaged in Coal Mining Projects in Sindh – Section 65F(1)(b) 
An explanation has been added to clarify that this tax credit is available only to the income 
derived from the operations of coal mining projects in Sindh supplying coal to power 
generation projects. Resultantly income derived other than operation of coal mining project 
does not qualify for tax credit. 
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8. Audited financial statement for Association of persons – Section 92(1) 
An association of persons (AOP), whose annual turnover is Rs. 300 Million or more, during the 
current or any preceding year, is now required to furnish financial statements dully audited by a 
firm of Chartered Accountants or Cost and Management Accountants along with the return of 
income. The effects of non-compliance are discussed in next Paragraph. 
 

9. Treatment of share of income from Association of Persons (AOP) in the hands of the 
Member/Partner– Section 92(1) 
Share of income from an association of persons in the hands of the member/partner is exempt 
from tax and is included in the total/taxable income for rate purposes only. Through an 
amendment, where the turnover of the association of person is Rs. 300 Million or more, during 
the current or any preceding year, and the association of persons does not furnish financial 
statements dully audited by a firm of Chartered Accountants or Cost and Management 
Accountants along with the return of income, the share of income in the hands of its 
members/partner shall not be exempt and treated as taxable income of such member/partner 
and subject to tax, accordingly. 
 

10. Persons not appearing on active taxpayer’s list or who are non-filers of return of income 
by the due or extended due date – Section 100BA and 10th Schedule 
A taxpayer was classified as a person appearing on the active taxpayer list or not appearing on 
the active taxpayer list with various privileges and consequences. Now a third category of a 
taxpayer has been introduced who is appearing on the active taxpayer list but has not furnished 
the return of income by the due date or extended due date. 
 
The 10th Schedule relating to Rules for persons not appearing in the active taxpayer’s list has 
also undergone numerous changes to increase the rates of withholding tax for such non-active 
taxpayers as well as non-filers as under: 
 
(a) Scope of 100% increase in rates of withholding tax – Rule 1 of 10th Schedule 

The 100% increase in rates of withholding tax, subject to certain exemptions and 
different percentages of increase) was linked with the rates of withholding tax provided 
in the 1st Schedule. This link has been removed and instead the rates provided in the 
entire Ordinance have been brought under the 100% increase in withholding tax. By 
virtue of this change, if any, withholding tax rates are provided in the main statute   or 
any other schedule will also attract 100% increase. 
 

(b) Increase in rates of withholding tax on purchase of immovable property – 2nd 
Proviso to Rule 1 and Rule 1A of 10th Schedule 
The existing increase by 250% of the standard rate (effectively 10.50%) has been 
enhanced ranging from 12% to 20% depending upon the fair market value of the 
immovable property for persons not appearing on active tax payer’s list. Further, 
separate higher rates have been introduced for persons appearing on active taxpayer’s 
list but have not filed the return by the due date. For further details refer to Para 40. 
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(c) Increase in rates of withholding tax on sale of immovable property – 3rd Proviso to 
Rule 1 and Rule 1A of 10th Schedule 
The existing increase by 100% of the standard rate (effectively 6.00%) has been 
enhanced to 10% for persons not appearing on active tax payer’s list. Further, separate 
higher rates have been introduced for persons appearing on active taxpayer’s list but 
have not filed the return by the due date. For further details refer to Para 41. 
 

(d) Increase in rates of withholding tax various other transactions – 3rd  Proviso to 
Rule 1 of 10th Schedule 
The existing increase by 100% of the standard rate on certain specified transactions has 
been enhanced as under: 
 
Withholding 
tax section 

Description Rate of WHT for persons 
not appearing on active 

taxpayer’s list 
151 On yield or profit on debt 35.00% 

236G On the gross amount of sale to distributors, 
dealers or wholesalers other than sale of 
fertilizer 

2.00% 

236H On the gross amount of sale to retailers 2.50% 
 

(e) Exclusion from application of 100% higher rate – Rule 10(y) of 10th Schedule 
Collection of tax under section 37A on capital gains from disposal of securities has been 
excluded from application of 100% higher rate earlier applicable on persons not 
appearing in the active taxpayer’s list and instead the rate for persons not appearing on 
active taxpayer’s list have been provided Division VII of Part I of 1st Schedule. 

 
11. Geographical source of income – Section 101(3A) 

Section 101 provides for classification of income as Pakistan Source income and foreign source 
income. In particular this section provides for income of non-resident persons which are 
classified as Pakistan source income. One of such classification was that income of a non-
resident person shall be Pakistan source income to the extent it is directly or indirectly 
attributable to any “business connection in Pakistan”. 
 
The term “business connection in Pakistan” has now been defined to include “significant 
economic presence in Pakistan” of a non-resident and the term “significant economic presence in 
Pakistan” has been defined as under: 
 
(a) Transaction in respect of any goods, services or property carried out by a non-resident 

with any person in Pakistan including provision of download of data or software in 
Pakistan, if the aggregate of payments arising from such transaction or transactions 
during the tax year exceeds such amount as may be prescribed; and 
 

(b) Systematic and continuous soliciting of business activities or engaging in interaction 
through digital means with such number of users in Pakistan as may be prescribed, 
irrespective of whether or not— 
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(i) The agreement for such transactions or activities is signed in Pakistan; 
(ii) The non-resident has a residence or place of business in Pakistan; or 
(iii) The non-resident renders services in Pakistan: 
 

 Provided that only so much of income as is attributable to the transactions or activities 
 referred to in clause (a) or clause (b) shall be deemed to accrue or arise from a business 
 connection in Pakistan. 
 

12. Inadmissible expenditure on sales promotion, advertisement & publicity – Section 108(6) 
Under the anti-avoidance umbrella, where a taxpayer claims deduction: 
 For the tax year or for any of the two preceding tax years on account of royalty paid or 

payable to an associate directly or indirectly in respect of use of any brand name, logo, 
patent, invention, design or model, secret formula or process, copyright, trademark, 
scientific or technical knowledge, franchise, license, intellectual property or other like 
property or right or contractual right; and 

 Expenditure on sales promotion, advertisement and publicity; 
 

25% of the expenditure incurred by the taxpayer on sales promotion, advertisement and 
publicity shall be treated as attributable to such associate and shall be an inadmissible 
deduction, if on the notice from the Commissioner the taxpayer fails to furnish any explanation 
or evidence that no benefit has been conferred on the associate in respect of such expenditure. 
 

13. Unexplained income or assets  – Section 111(2A) 
Unexplained foreign assets, income and expenditures attracts section 111 (concealed income) 
and added to the taxable income of the tax year immediately preceding the tax year in which 
such assets, income or expenditure is discovered. 
 
The tax year of discovery of such foreign assets, income or expenditure is significant to 
determine the relevant tax year in which proceedings under section 111 could be initiated. This 
has now been defined to mean “the year in which the Commissioner has issued a notice 
requiring the person to explain the nature and source of such foreign assets, expenditure or 
concealed income”. 
 

14. Enforcement of filing of returns – Section 114B and Division V of Part IV of 1st Schedule 
Through Tax Laws (Third Amendment) Act, 2021, the Board was empowered to disable 
mobile phones or mobile phone SIMS and discontinuation electricity and gas connection of the 
person not appearing on active taxpayer’s list but is liable to file income tax return. 
 
(a) Restriction on foreign travel by citizens of Pakistan 

Moving further, to enforce filing of income tax returns, the Board has been further 
empowered to place restriction on foreign travel from Pakistan for a citizen of Pakistan, 
excluding persons holding National Identity Card for Overseas Pakistanis (NICOP), 
minors, students, persons proceeding abroad for Hajj or Umrah and such other classes 
of persons as notified by the Board, who is not appearing on active taxpayer’s list but is 
liable to file tax return. 
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(b) Enhanced rate of withholding tax 
The Board recently, through a General Order, has notified list of persons not appearing 
on active taxpayer’s list but are liable to file income tax return and directed all mobile 
phone service operators to block the SIM’s of such persons. However, this action of the 
Board is partly enforced and partly under litigation. To overcome the enforcement 
issues of the directions of the Board, an alternate step has been taken to enhance the rate 
of withholding tax from the subscribers of internet, mobile telephone and pre-paid 
internet or telephone card to 75% from 15% for persons notified by the Board as 
‘persons not appearing on active taxpayer’s list but are liable to file income tax return. 
 

15. Wealth Statement (statement of assets and liabilities) – Section 116 
The prescribed form of Wealth Statement covers declaration of both local and foreign assets of 
the spouse, minor children and dependents. However, to remove any ambiguity section 116 has 
been amended to specifically provide for declaration of foreign assets and foreign liabilities 
including those of a spouse, minor children and dependents as well. 
 
However, through an explanation it has been clarified that the assets and liabilities including 
foreign assets and foreign liabilities of the spouse have to be declared only where the spouse is 
dependent on such person. 
 
Separate filing of foreign income and assets statement under section 116A is duplication and 
should have been omitted. 
 

16. Best judgment assessment – Section 121 
 
(a) Non-furnishing of return of income of discontinued business – Section 121(1)(ac) 

This section provides for situations under which best judgment assessment (ex-partee) 
could be resorted. To add to the list, where a person has discontinued or is likely to 
discontinue the business; has not given notice of such discontinuation (as required by 
section 117); the Commissioner has served a notice for the furnishing of return; and the 
return is not filed, could also trigger best judgment assessment. 

 
(b) Determination of taxable income – Section 121(1A) 

In case of best judgment assessment the Commissioner has been empowered to 
determine the taxable income on the basis of sectorial benchmark ratios prescribed by 
the Board. 
 
The term “sectorial benchmark ratios” has also been defined to mean standard business 
sector ratios notified by the Board on the basis of comparative cases and includes 
financial ratios, production ratios, gross profit ratio, net profit ratio, recovery ratio, 
wastage ratio and such other ratios in respect of such sectors as may be prescribed. 
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17. Pecuniary Jurisdiction – Section 126A; 

Appeal to Commissioner (Appeals) – Section 127 
Appeal to Appellate Tribunal – Section 130, 131 and 132 
Reference to High Court – Section 133 
Through Tax Laws (Amendment) Act, 2024 the concept of pecuniary jurisdiction was 
introduced for dispute resolution by way of appeal to the Commissioner of Inland Revenue 
(Appeals) and Appellate Tribunal of Inland Revenue and reference to the High Court. In 
consequence sections 124, 130, 131, 132 and 133 were also amended or substituted. Through 
Finance Act, 2024 certain further amendments have been made in these sections and section 
239(18) inserted to remove errors and ambiguities.  
 
Without going into the details of many technical issues surrounding these amendments, briefly, 
the changes introduced are as under: 
 
 The decade’s old concept of two stage resolution of tax disputes (stage-I Appeal to 

Commissioner (Appeals) and Stage-II Appeal to Appellate Tribunal) has been 
converted to single stage resolution of tax disputes. 
 

 Where the disputed tax demand is upto Rs. 20 Million, the only remedy is 
Commissioner (Appeals). 

 
 Where the disputed tax demand is more than Rs. 20 Million the only remedy is direct 

appeal to Appellate Tribunal. 
 

 The right of appeal of State Owned Enterprises (SOE’s) has been abolished, except in 
exceptional circumstances and it has been made compulsory for SOE’s to resolve tax 
disputes through Alternate Dispute Resolution mechanism.  

 
 All appeals pending disposal before the Commissioner (Appeals) involving disputed tax 

demand of more than Rs. 20 Million will be transferred to Appellate Tribunal. 
 

 Orders of Commissioner, Chief Commissioner or Board have been made appealable 
before the Appellate Tribunal irrespective of disputed tax demand involved. 

 
 High Courts have been empowered to take up both question of law or mixed question of 

facts and law. Earlier only a question of law could be referred to a High Court for its 
opinion.  

 
 The order of the Commissioner (Appeals) involving a question of law or a mixed 

question of facts and law can be directly contested by way of reference to High Court. 
 

 The order of the Appellate Tribunal involving a question of law or a mixed question of 
facts and law can be directly contested by way of reference to High Court. Earlier this 
was restricted to only orders involving question of law. 
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 Appeal fee before Appellate Tribunal stands enhanced to Rs. 20,000 from Rs. 5,000 for 
a company and to Rs. 5,000 from Rs. 2,500 for non-company cases. 

 
 Fee for reference to High Court of Rs. 50,000 has been introduced. Earlier this was only 

Rs. 100. 
 

 Appeal before Appellate Tribunal will be strictly in accordance with the hearing 
schedule given by Appellate Tribunal. Seeking of adjournment for any reason, 
including compelling circumstances, can only be granted on payment of minimum fee 
of Rs. 50,000. 

 
 The distinction between Judicial Member and Accountant Member has been dispensed 

with and now a bench of Appellate Tribunal could be constituted for both members 
coming on deputation from the tax department. 

 
 Time limitation for disposal of appeals by the Commissioner (Appeals) and Appellate 

Tribunal and references by the High Court have been provided but with no 
consequential provisions, except that the stay against recovery of disputed demand will 
continue, in which case the limitation would only be declaratory and not mandatory. 

 
 Provisions for stay against recovery of disputed tax demands by the Commissioner 

(Appeals) and Appellate Tribunal have been rationalized. However, High Court could 
only grant stay against recovery on payment of 30% of the disputed demand. 

 
 Numerous changes have been made in the appointment of the Chairman and Members 

of Appellate Tribunal. 
 

18. Advance Tax – Section 147 
 
(a) Quarterly Installments – Section 147(4) 

Quarterly installment of advance tax payable by a company or association of persons is 
calculated with reference to the turnover and tax payable of the latest assessed year viz-
a-viz the turnover of the respective current quarter. Where the taxpayer fails to provide 
current quarter’s turnover, the turnover of that quarter is taken as 110% of one-fourth of 
the turnover of latest assessed year, which stands enhanced to 120% of one-fourth of the 
turnover of latest assessed year. 

 
(b) Lower estimate of quarterly installments – Section 147(6B) 

A taxpayer is entitled to make a lower estimate of advance tax payable. However, under 
proviso to sub-section (6) this was subject to certain conditions and restrictions. 
Without omitting the proviso to sub-section (6) almost similar provision has been made 
by insertion of sub-section (6B), whereby the lower estimate of advance tax shall 
contain: 
 Turnover for the completed quarters; 
 Estimated turnover of the remaining quarters; 
 Supporting evidence of expenses or deductions in computing income;  
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 Evidence of tax payments and tax credits; and 
 Computation of estimated taxable income. 
 
Where a lower estimate of advance tax is not accompanied by the foregoing details and 
evidences or the Commissioner is not satisfied with the details and evidences provided, 
he is empowered to reject the estimate, after providing an opportunity of being heard to 
the taxpayer. In which case, the taxpayer is liable to pay advance tax under sub-section 
(4) or sub-section (4B) instead of its lower estimate. 
 

(c) Deduction or collection of advance tax – Section 147(6C) 
A new concept of collection or deduction of advance tax has been introduced from 
realization of foreign exchange proceeds or realization of the proceeds on account of 
sale of goods, or export of goods, or at the time of making payment to an indirect 
exporter, or clearing of goods exported, as the case may be. The rate of advance tax is 
1% of the said realizations. The responsibility to collected or deducted, this tax is on: 
 
 Authorized dealer of foreign exchange from realization of foreign exchange 

proceeds on account of export of goods; 
 Every banking company from realization of proceeds on account of sale of 

goods to an exporter under inland back-to-back letter of credit or any other 
arrangement prescribed by the Board; 

 Export Processing Zone Authority on export of goods by industrial undertaking 
located in Export Processing Zone; 

 Direct exporters and export house from payment made against a firm contract to 
an indirect exporter; and 

 Collector of customs on clearing of goods exported. 
 
The above obligation is in addition to collect or deduct tax under section 154 – Exports. 
 

19. Collection of advance tax on import of goods – Section 148(6), 148(6A) and 148(9) 
Collection of advance tax on import of goods as a general rule is by applying specified 
percentage on the value of goods: 
 
 As assessed by the Custom Authorities for collection of custom duties increased by the 

amount of all custom duties, federal excise duty and sales tax; and 
 In case of goods falling under the 3rd schedule to the Sales Tax Act, 1990 on the retail 

price increased by sales tax payable. 
 
The Board has been empowered to determine the minimum value of goods for the purpose of 
collection of advance tax on import of such goods instead value assessed by Custom 
Authorities for collection of custom duties, etc. 
 

20. Deduction of tax for payment of salary – Section 149(1) and 149(2) 
Surcharge, as discussed in Para 3 has been specifically included for calculating and deducting 
tax at source from salary. 
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21. Reduced rate certificate of deduction of tax from non-residents – Section 152(4A) 
Non-resident persons having permanent establishment in Pakistan receiving payment for 
execution of certain specified contracts [covered under section 152(1A)] and sale of goods, 
rendering or providing services and execution of contracts [covered under section 152(2A)] 
will now be only entitled get a certificate of reduced rate of withholding tax upto 80% of the 
applicable rate of withholding tax. Earlier, they were also entitled for 100% exemption 
certificate as well. 
 

22. Reduced rate certificate of deduction of tax from residents – Section 153(4) 
Resident persons receiving payment for sale of goods, rendering or providing services and 
execution of contracts [covered under section 153(1)] will now be only entitled get a certificate 
of reduced rate of withholding tax upto 80% of the applicable rate of withholding tax. Earlier, 
they were entitled for 100% exemption certificate as well. 
 

23. Export of goods – Section 154(4), 154(5), 168(3)(e) and 169(1)(b) 
 
Migration from Final Tax to Minimum Tax Regime 
Income from export of goods hitherto was covered under final tax regime with nominal tax of 
1% of the export realizations irrespective of the quantum of actual income/profit. This 
concessional regime stands withdrawn and income/profit from export of goods shall now be 
treated as component of total/taxable income subject to applicable standard tax rates and 
subject to minimum tax of 1%. 

 
As a consequence the option available to exporters to opt for standard tax regime also stands 
withdrawn. 

 
Consequential amendments have also been made in sections 168(3)(e) and 169(1)(b).   

 
24. Offences and penalty – Section 182 

Following penalties for certain offences have been introduced. 
 

 Offence Penalty 
(a) Where any person fails to furnish a 

return of income as required under sub-
section (3) of section 117 within the time 
specified in the notice (return of income 
of discontinued business) 

Such person shall pay a penalty equal to 
higher of –  
(a) 0.1% of the tax payable in respect of that 

tax year 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. 

(b) 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 

The shop of such person shall be sealed for 
seven days for first default and for twenty one 
days for each subsequent default 
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procedure prescribed under section 99B. 
(Tajir Dost Scheme) 

(c) 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 fifty million 
rupees for first default and One hundred 
million for each subsequent default; 
Provided that said penalty shall be imposed 
effective from such date as the Board may 
notify. 

(d) 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   

(e) 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  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. 

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. 

 
25. Prosecution for non-compliance – Section 191 

Certain specified non-compliance with statutory obligations are treated as an offence 
punishable on conviction with a fine or imprisonment for a term not exceeding one year, or 
both. Non-compliance with a notice to furnish return of income in respect of discontinued 
business as required under section 117(3) will also be treated as an offence.  
 

26. Prosecution for failure to furnish information in return of income – Section 191A 
Where a company including a banking company and an association of persons:  
(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 were required to be filed,  
will be treated as committing an offence punishable on conviction with a fine or imprisonment 

 for a term not exceeding one year, or both.  
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27. Prosecution for non-registration – Section 191B 

Small traders and shopkeepers of specified cities who are required to apply for registration 
under a scheme notified by the Board (currently the scheme notified is Tajir Dost Scheme), 
fails to register will be treated as committing an offence punishable on conviction with 
imprisonment for a term not exceeding six months or fine or both. 
  

28. Rate of default surcharge – Section 205 
Late payment of any tax due under the Ordinance will now attract default surcharge (interest) at 
the rate of 12% or KIBOR plus 3%, per annum, whichever is higher, instead of existing rate of 
12% per annum. There are various rates of KIBOR, but the amended provision is silent which 
KIBOR rate will apply.  
 

29. Disclosure of information by public servant – Section 216 
Generally, the Income Tax proceedings are confidential and any information provided during 
the proceedings cannot be disclosed by a public servant. However, there is a long list of 
exception to this general rule, which now also permits disclosure to National Database and 
Registration Authority to process and analyze such data for the purposes of broadening of tax 
base. 
 

30. Tax Fraud Investigation Wing Inland Revenue – Section 230K 
A new wing has been created with following salient features: 
 
(a) Functions of the wing: 

 To detect, analyze, investigate, combat and prevent tax evasion and fraud; and 
 Any other as specified by the Board, by notification in the official Gazette. 

 
(b) Composition of the wing: 

 Fraud Intelligence and Analysis Unit; 
 Fraud Investigation Unit; 
 Legal Unit; 
 Accountants Unit; 
 Digital Forensic and Scene of Crime Unit; 
 Administrative Unit; and 
 Any other Unit as may be approved by the Board or the Federal Government. 

 
(c) Officers of the wing: 

 Chief Investigator; 
 Senior Investigators; 
 Investigators; 
 Junior Investigators; 
 Any other officer of Inland Revenue with any other designation; 
 Senior Forensic Analyst; 
 Junior Forensic Analysts; 
 Senior Data Analyst; 
 Data  Analysts; 
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 Junior Data Analysts. 
 
 

(d) Jurisdiction of the wing and its officers: 
 To be specified by the Board, by notification in the official Gazette including 

powers of authorities specified in section 207 and 208; and 
 Concurrent powers from conducting prosecution. 

 
31. Advance tax on sale or transfer of immovable property – Section 236C; and 

Clause (114B) of Part I of 2nd Schedule 
First sale of an immovable property by the: 
(a) the dependent of a shaheed belonging to the Pakistan Armed Forces; 
(b) the dependent of a person who dies while in the service of the Pakistan Armed Forces or 
 the service of Federal or Provincial Government; 
acquired or allotted by the Federal Government or Provincial Government or any authority duly 
certified by the official allotment authority in recognition of or for services rendered by the 
Shaheed or the person who dies in service is exempt from collection of advance tax on such 
sale of immovable property as well as the gain arising on such disposal is also exempt from 
chargeability of tax. 
 
This exemption from collection of advance tax and exemption from chargeability of tax on gain 
arising on such disposal has been now also granted to a war wounded person while in service of 
Pakistan Armed Forces or Federal or Provincial Government or an ex-serviceman and serving 
personnel of armed forces or ex-employees or serving personnel of Federal and Provincial 
Government under similar circumstances, i.e., restricted to first sale and acquired or allotted in 
recognition of or for services rendered. 
 

32. Collection of advance tax on sales to distributors, dealers, wholesalers and retailers – 
Section 236G and 236H 
Every manufacturer or commercial importer is now required to collect advance tax at the time 
of sale of any goods to a distributor, dealers or wholesalers. Earlier this was restricted to certain 
specified goods. 
 
Similarly, every manufacturer, distributor, dealer, wholesaler or commercial importer is now 
required to collect advance tax at the time of sale of any goods to a retailer. Earlier this was 
restricted to certain specified goods. 
 
In addition, every distributor or dealer is now required to collect advance tax at the time of sale 
of any goods to another wholesaler. Earlier this was restricted to certain specified goods. 
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33. Tax rates for non-salaried individuals and association of persons – Clause (1) of Division I 
of Part I of 1st Schedule 
Tax rates for non-salaried individuals and association of persons have been revised upward as 
under: 
 

Taxable Income Range Pre Finance Act, 2024 (applicable to tax year 2024) 
> Rs.                 0 and <=Rs.       600,000                              00.0% 
> Rs.      600,000 and <= Rs.      800,000                              07.5% of amount exceeding Rs.     600,000 
> Rs.      800,000 and <= Rs.   1,200,000 Rs.        15,000 + 15.0% of amount exceeding Rs.      800,000 
> Rs.   1,200,000 and <= Rs.   2,400,000 Rs.        75,000 + 20.0% of amount exceeding Rs.   1,200,000 
> Rs.   2,400,000 and <= Rs.   3,000,000 Rs.      315,000 + 25.0% of amount exceeding Rs.   2,400,000 
> Rs.   3,000,000 and <= Rs.   4,000,000 Rs.      465,000 + 30.0% of amount exceeding Rs.   3,000,000 
> Rs.   4,000,000  Rs.      765,000 + 35.0% of amount exceeding Rs.   4,000,000 

 
Taxable Income Range Post Finance Act, 2024 (applicable to tax year 2025) 

> Rs.                 0 and <=Rs.       600,000                              00.0% 
> Rs.      600,000 and <= Rs.   1,200,000                              15.0% of amount exceeding Rs.     600,000 
> Rs.   1,200,000 and <= Rs.   1,600,000 Rs.        90,000 + 20.0% of amount exceeding Rs.   1,200,000 
> Rs.   1,600,000 and <= Rs.   3,200,000 Rs.      170,000 + 30.0% of amount exceeding Rs.   1,600,000 
> Rs.   3,200,000 and <= Rs.   5,600,000 Rs.      650,000 + 40.0% of amount exceeding Rs.   3,200,000 
> Rs.   5,600,000  Rs.   1,610,000 + 45.0% of amount exceeding Rs.   5,600,000 

 

In addition to the above increase in tax rates, surcharge at the rate of 10% (see Para 3) has also 
been imposed. 
 
Comparison of impact of incidence of tax on non-salaried individuals and association persons, 
as result of increase in tax rates and levy of surcharge is as under: 
 

Annum / Taxable 
Income 

Pre Finance Act, 
2024 

Tax Incidence 

Post Finance Act, 2024 
Tax Incidence Including 

Surcharge 

Increase / (Decrease) 
in Tax 

%Age Increase / 
(Decrease) 

420,000 0 0  No change 
600,000 0 0  No Change 
720,000 9,000 18,000 9,000 100% 
780,000 13,500 27,000 13,500 100% 
900,000 30,000 45,000 15,000 50% 

1,200,000 75,000 90,000 15,000 20% 
1,500,000 135,000 150,000 15,000 11% 
1,800,000 195,000 230,000 35,000 18% 
2,400,000 315,000 410,000 95,000 30% 
3,000,000 465,000 590,000 125,000 27% 
3,600,000 645,000 810,000 165,000 26% 
4,200,000 835,000 1,050,000 215,000 26% 
4,800,000 1,045,000 1,290,000 245,000 23% 
5,400,000 1,255,000 1,530,000 275,000 22% 
6,000,000 1,465,000 1,790,000 325,000 22% 
7,200,000 1,885,000 2,330,000 445000 24% 

10,000,000 2,865,000 3,590,000 725,000 25% 
12,000,000 3,565,000 4,939,000 1,374,000 39% 
15,000,000 4,615,000 6,424,000 1,809,000 39% 
20,000,000 6,365,000 8,899,000 2,534,000 39% 
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However, in case of association of persons being professional firm prohibited from 
incorporating by any law or the rules of the body regulating their profession, on the income 
exceeding Rs. 5,600,000 the rate of tax is 40% instead of 45% applicable to other association of 
persons. 

 
34. Tax rates for salaried individuals – Clause (2) of Division I of Part I of 1st Schedule 

Tax rates for salaried individuals have been revised upward as under: 
 

Taxable Income Range Pre Finance Act, 2024 (applicable to tax year 2024) 
> Rs.                 0 and <=Rs.       600,000                             00.0% 
> Rs.      600,000 and <= Rs.   1,200,000                             02.5% of amount exceeding Rs.      600,000 
> Rs.   1,200,000 and <= Rs.   2,400,000 Rs.        15,000 + 12.5% of amount exceeding Rs.   1,200,000 
> Rs.   2,400,000 and <= Rs.   3,600,000 Rs.      165,000 + 22.5% of amount exceeding Rs.   2,400,000 
> Rs.   3,600,000 and <= Rs.   6,000,000 Rs.      435,000 + 27.5% of amount exceeding Rs.   3,600,000 
> Rs.   6,000,000 Rs.   1,095,000 + 35.0% of amount exceeding Rs.   6,000,000 

 
Taxable Income Range Post Finance Act, 2024 (applicable to tax year 2025) 
> Rs.                 0 and <=Rs.       600,000                             00.0% 
> Rs.      600,000 and <= Rs.   1,200,000                             05.0% of amount exceeding Rs.      600,000 
> Rs.   1,200,000 and <= Rs.   2,200,000 Rs.        30,000 + 15.0% of amount exceeding Rs.   1,200,000 
> Rs.   2,200,000 and <= Rs.   3,200,000 Rs.      180,000 + 25.0% of amount exceeding Rs.   2,200,000 
> Rs.   3,200,000 and <= Rs.   4,100,000 Rs.      430,000 + 30.0% of amount exceeding Rs.   3,200,000 
> Rs.  4,100,000  Rs.      700,000 + 35.0% of amount exceeding Rs.   4,100,000 

 

 
In addition to the above increase in tax rates, surcharge at the rate of 10% (see Para 3) has also 
been imposed. 
 
Comparison of impact of incidence of tax on salaried individuals, as result of increase in tax 
rates and levy of surcharge is as under: 
 

Salary Per Annum / Taxable 
Income 

Pre Finance Act, 
2024 

Tax Incidence 

Post Finance Act, 
2024 

Tax Incidence 

Increase / (Decrease) 
in Tax 

%Age Increase / 
(Decrease) 

600,000 0 0  0   No change 
720,000 3,000 6,000 3.000 100% 

1,200,000 15,000 30,000 15,000 100% 
1,800,000 90,000 120,000 30,000 33% 
2,400,000 165,000 230,000 65,000 39% 
2,500,000 187,500 255,000 67,500 36% 
3,500,000 412,500 520,000 107,500 26% 
3,600,000 435,000 550,000 115,000 26% 
5,000,000 820,000 1,015,000 195,000 24% 
6,000,000 1,095,000 1,365,000 270,000 25% 
8,000,000 1,795,000 2,065,000 270,000 15% 

12,000,000 3,195,000 3,811,500 616,500 19% 
19,200,000 5,715,000 6,583,500 868,500 15% 
30,000,000 9,495,000 10,741,500 1,246,500 13% 
50,000,000 16,495,000 18,441,500 1,946,500 12% 
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35. Rates of collection of withholding tax from dividend - Division I of Part III of 1st Schedule 
Tax rates on dividend income from received from mutual funds deriving fifty percent or more 
income from profit on debt stands increased to 25% from 15%. Rest of the rate of tax on 
dividend income remains unchanged. Corresponding change has also been made in rate of 
withholding tax from dividend. 
 

36. Tax rates on capital gains from disposal of ‘securities’ – Division VII of Part I of 1st 
Schedule 

 
Tax rates on capital gains from disposal of ‘securities’ have been revised as under: 
 

Description Holding period Rate of tax 
Securities* acquired before July 01, 2013 Irrespective of holding 

period 
0.00% 

Securities* acquired between July 01, 2013 
and June 30, 2022 

Irrespective of holding 
period 

12.50% 

Securities* acquired between July 01, 2022 
and June 30, 2024 

Does not exceed one 
year 

15.00% 

Securities* acquired between July 01, 2022 
and June 30, 2024 

Exceeds one year but 
does not exceed two 

years 

12.50% 

Securities* acquired between July 01, 2022 
and June 30, 2024 

Exceeds two years but 
does not exceed three 

years 

10.00% 

Securities* acquired between July 01, 2022 
and June 30, 2024 

Exceeds three years 
but does not exceed 

four years 

7.50% 

Securities* acquired between July 01, 2022 
and June 30, 2024 

Exceeds four years but 
does not exceed five 

years 

5.00% 

Securities* acquired between July 01, 2022 
and June 30, 2024 

Exceeds five years but 
does not exceed six 

years 

2.50% 

Securities* acquired between July 01, 2022 
and June 30, 2024 

Exceeds six years  0.00% 

Securities* acquired on or after July 01, 2024    
 For persons appearing on the Active 

Taxpayers’ List on the date of acquisition 
and the date of disposal of securities 

Irrespective of holding 
period 

15.00% 

 For persons not appearing on the Active 
Taxpayers’ List on the date of acquisition 
and the date of disposal of securities 

Irrespective of holding 
period 

Rate applicable on taxable income 
subject to minimum tax of 15% for 

individuals and association of persons 
Debt Securities for companies only Irrespective of holding 

period 
29.00% 

Future commodity contracts entered  
into by members of Pakistan Mercantile 
Exchange 

Irrespective of holding 
period 

5.00% 

Securities of a mutual fund or a collective 
investment scheme or a REIT scheme 
acquired on or before June 30, 2024 

  

 Stock funds – Where dividend receipts of 
the fund more than capital gains 

Does not exceed six 
years 

15.00%  

More than six years 0.00% 
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 Stock funds – Where dividend receipts of 
the fund are less than capital gains 

Does not exceed six 
years 

15.00% 

More than six years 0.00% 
 Other funds Does not exceed six 

years 
15% for individuals and association of 

persons; and 
25% for companies  

More than six year 0.00% 
Securities of a mutual fund or a collective 
investment scheme or a REIT scheme 
acquired on or after July 01, 2024 

  

 Stock funds – Where dividend receipts of 
the fund more than capital gains 

Irrespective of holding 
period 

15.00%  

 Stock funds – Where dividend receipts of 
the fund are less than capital gains 

Irrespective of holding 
period 

20.00% 

 Other funds Irrespective of holding 
period 

15% for individuals and association of 
persons; and 

25% for companies  

 
* Excluding mutual fund or a collective investment scheme or a REIT scheme. 
   

37. Tax rates on capital gains from disposal of immovable property – Division VIII of Part I 
of 1st Schedule 
Tax rates on capital gains from disposal of immovable property, acquired on or before June 
30, 2024, remains unchanged as under: 
 

Holding period of the immovable property Rate of Tax on the entire gain 
Open Plots Constructed Property Flats 

Does not exceed one year 15.00% 15.00% 15.00% 
Exceeds one year but does not exceed two years 12.50% 10.00% 07.50% 
Exceeds two years but does not exceed three years 10.00% 07.50% 00.00% 
Exceeds three years but does not exceed four years 07.50% 05.00% - 
Exceeds four years but does not exceed five years 05.00% 00.00% - 
Exceeds five years but does not exceed six years 02.50% - - 
Exceeds six years 00.00% - - 

 

However, for immovable property, acquired on or after July 01, 2024, following changes 
have been made: 
 

 The categorization of immoveable property for the purposes of applicable rate of tax on 
disposal and respective holding period of open plots, constructed property and flats has 
been consolidated. 

 

 The rate of tax have been revised upward irrespective of holding period as under: 
 
o 15% - For persons appearing on the Active 

Taxpayers’ List on date of disposal of 
property 

o Rate applicable on taxable income 
subject to minimum tax of 15% for 
individuals and association of persons 

- For persons not appearing on the Active 
Taxpayers’ List on date of disposal of 
property 
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38. Rate of minimum tax and withholding tax from payment for toll manufacturing – 
Division III Part III of 1st Schedule read with section 153 
Rate of minimum tax and withholding tax from payments for toll manufacturing stands 
increased to 9% from 5% where the recipient is a company and to 11% from 5.50% where the 
recipient is other than a company. 
 

39. Rate of withholding tax on registration and/or purchase of motor vehicles – Division VII 
Part IV of 1st Schedule read with section 231B 
The rates of collection of adjustable advance tax on registration or purchase of motor vehicle 
have been revised upwards as under: 
 

S. No. Engine Capacity Rates of Tax 
Pre Finance Act, 

2024 
Post Finance Act, 

2024 
1 Upto 850 cc Rs. 10,000 0.50% of the value 
2 851cc to 1000cc Rs. 20,000 1.00% of the value 
3 1001cc to 1300cc Rs. 25,000 1.50% of the value 
4 1301cc to 1600cc Rs. 50,000 2.00% of the value 
5 1601cc to 1800cc Rs 150,000 3.00% of the value 
6 1801cc to 2000cc Rs. 200,000 5.00% of the value 
7 2001cc to 2500cc 6% of the value 7.00% of the value 
8 2501cc to 3000cc 8% of the value 9.00% of the value 
9. Above 3000cc 10% of the value 12.00% of the value 

10. Engine Capacity Not Applicable   
  Value Rs. 5,000,000 or more 3% of the value 3.00% of the value 

 
The value of the motor vehicle for the purposes of collection of advance tax will be determined 
as under: 
 
(i) In case of an imported vehicle 

Import value assessed by the Customs authorities as increased by customs duty, federal 
excise duty and sales tax payable at import stage; 

 

(ii) In case of locally manufactured or assembled vehicle: 
Invoice value inclusive of all duties and taxes; or 
  

(iii) In case of an auctioned vehicle: 
Auction value inclusive of all duties and taxes: 
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40. Advance tax on sale or transfer of immovable property – Section 236C and Division X of 
Part IV of  1st Schedule 
The rates of collection of advance tax on sale of an immovable property have been increased as 
under: 
 

Gross amount of consideration 
received 

Rates of tax 
For persons appearing 
on active tax payer’s 

list 

For persons appearing 
on active tax payer’s 
list but have not filed 
the return by the due 

date **** 

For persons not 
appearing on active tax 

payer’s list 

Pre 
Finance 

Act, 2024 

Post 
Finance 

Act, 2024 

Pre 
Finance 

Act, 2024 

Post 
Finance 

Act, 2024 

Pre 
Finance 

Act, 2024 

Post 
Finance 

Act, 2024 
Does not exceed Rs. 50 million 3.00% 3.00% New 

Category 
6.00% 6.00% 10.00% 

Exceeds Rs. 50 million but 
does not exceed Rs 100 million 

3.00% 3.50% New 
Category 

7.00% 6.00% 10.00% 

Exceeds Rs. 100 million 3.00% 4.00% New 
Category 

8.00% 6.00% 10.00% 

 
**** The higher rates of withholding tax applicable to persons appearing on active taxpayer’s 

who have not filed the return by the due date of the current year shall not apply, if the 
return for the preceding three years have been filed by the due date or extended date. 

 
41. Advance tax on purchase of immovable property – Section 236K and Division XVIII of 

Part IV of  1st Schedule 
The rates of collection of advance tax on purchase of an immovable property have been 
increased as under: 
 

Fair market value Rates of tax 
For persons appearing 

on active tax payer’s list  
For persons appearing 
on active tax payer’s 
list but have not filed 
the return by the due 

date **** 

For persons not 
appearing on active tax 

payer’s list 

Pre Finance 
Act, 2024 

Post 
Finance 

Act, 2024 

Pre 
Finance 

Act, 2024 

Post 
Finance 

Act, 2024 

Pre 
Finance 

Act, 2024 

Post 
Finance 

Act, 2024 
Does not exceed Rs. 50 million 3.00% 3.00% New 

Category 
6.00% 10.50% 12.00% 

Exceeds Rs. 50 million but 
does not exceed Rs 100 million 

3.00% 3.50% New 
Category 

7.00% 10.50% 16.00% 

Exceeds Rs. 100 million 3.00% 4.00% New 
Category 

8.00% 10.50% 20.00% 

 
**** The higher rates of withholding tax applicable to persons appearing on active taxpayer’s 

who have not filed the return by the due date of the current year shall not apply, if the 
return for the preceding three years have been filed by the due date or extended date. 
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42. Grant of exemption of income – Part I 2nd Schedule 
Clause (99B) 
Income of a Special Purpose Vehicle buying Diversified Payment Rights from the Authorized 
Dealers in Pakistan. 
Explanation. For the purpose of this clause, Diversified Payment Rights, Special Purpose 
Vehicle and Authorized Dealers shall mean the ‘Diversified Payment Rights’, ‘Special Purpose 
Vehicle’ and ‘Authorized Dealers’, respectively, in each case, as referred in the State Bank of 
Pakistan’s Circular(s) or Regulations on Diversified Payment Rights; 
 

43. Modification of exemption of income – Part I 2nd Schedule 
Clause (145A) 
Any income which was not chargeable to tax prior to the commencement of Constitution (25th 
Amendment) Act, 2018 of an individual domiciled or company and association of persons 
resident in the Tribal Areas forming part of the Provinces of Khyber Pakhtunkhwa and 
Balochistan under paragraph (d) of Article 246 of the Constitution expiring on June 30, 2024 
has been extended till June 30, 2025. 
 

44. Withdrawal of exemption of income – Part I 2nd Schedule 
Clause (102A) 
Income of a person as represents a subsidy granted to him by the Federal Government for the 
purposes of implementation of any orders of the Federal Government. 
 

45. Modification of reduction in tax rates – Part II 2nd Schedule 
Clause (24A) 
The reduction in rate of withholding tax under section 153 for from payment against sale of 
cigarettes was 1% which stands enhanced to 2.50%, 
 

46. Grant of exemption from specific provisions – Part IV 2nd Schedule 
Clause (11A)(xliii) 
Exemption from the application of provisions of section 113 (Minimum tax based on turnover) 
granted to persons qualifying for exemption under clause (126E) of the Part I of 2nd Schedule 
i.e., Zone developer and Zone enterprise as defined in Special Economic Zones Act, 2012. 
 
Clause (38AAA) 
Exemption from provisions of section 152 (Payment to non-residents) shall not apply to Special 
Purpose Vehicle buying Diversified Payment Rights from the Authorized Dealers in Pakistan 
(Clause 99B of Part I of 2nd Schedule).  
 

47. Modification of exemption from specific provisions – Part IV 2nd Schedule 
Clause (109A) and (110) 
Exemption from the provisions for deduction or collection of withholding tax which were not 
applicable prior to commencement of the Constitution (Twenty-fifth Amendment) Act, 2018 
(XXXVII of 2018) to an individual domiciled or company and association of persons resident 
in the Tribal Areas forming part of the Provinces of Khyber Pakhtunkhwa and Balochistan 
under paragraph (d) of Article 246 of the Constitution extended for another one year till 30th 
day of June, 2025. 
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48. Banking business - 7th Schedule 

Provision for advances, off-balance sheet items or any other financial asset classified in stage I, 
II or III as performing, under-performing or non-performing under any applicable accounting 
standard including IFRS 09 shall not be allowed as an expense for the purposes of computing 
total/taxable income and instead only bad debts classified as “loss” under the Prudential 
Regulations issued by the State Bank of Pakistan shall be allowed as an expense. 
  
Similarly, provisions for Expected Credit Loss for advances and off balance sheet items or any 
other financial asset existing before or after 01 January 2024 under IFRS 09 shall not be 
allowed as an expense or deduction. 
  
Further, adjustments made in the annual accounts of a banking company by applying any 
applicable accounting standard, policy, guidelines or instruction of the State Bank of Pakistan 
shall be excluded in computing the taxable income of the bank.  
 
Rule 3A has been inserted in suppression of any other provision of the Ordinance, that where 
any assets are transferred by an Authorized Dealer, as a consequence of a Diversified Payment 
Rights transaction, to a Special Purpose Vehicle, it shall be treated as a financing transaction 
irrespective of the method of accounting adopted by the Authorized Dealer. 
 

49. Editorial amendments 
Section 122A Omission of words “other than the Commissioner (Appeals) if the value 

of the assessment or, as the case may be, refund of the tax does not 
exceed twenty million rupees,” at the end. 

 
 

 


