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FOR THE TAX YEAR - 2020
Section 2(22)â€œemploymentâ€� includes -
(a) a directorship or any other office involved in the management of a company;
(b) a position entitling the holder to a fixed or ascertainable remuneration; or
(c) the holding or acting in any public office;
(3A) â€œApproved Annuity Planâ€� means an Annuity Plan approved by Securities and Exchange Commission of Pakistan (SECP) under Voluntary Pension System Rules, 2005 and offered by a Life Insurance Company registered with the SECP under Insurance Ordinance, 2000 (XXXIX of 2000);
(3B) â€œApproved Income Payment Planâ€� means an Income Payment Plan approved by Securities and Exchange Commission of Pakistan (SECP) under Voluntary Pension System Rules, 2005 and offered by a
Pension Fund Manager registered with the SECP under Voluntary Pension System Rules, 2005;
(3C) â€œApproved Pension Fundâ€� means Pension Fund approved by Securities and Exchange Commission of Pakistan (SECP) under Voluntary Pension System Rules, 2005, and managed by a Pension Fund
Manager registered with the SECP under Voluntary Pension System Rules, 2005;
(3D) â€œApproved Employment Pension or Annuity Schemeâ€� means any employment related retirement scheme approved under this Ordinance, which makes periodical payment to a beneficiary i.e. pension or annuity such as approved superannuation fund, public sector pension scheme and Employees Old-Age Benefit Scheme;
(3E) â€œApproved Occupational Savings Schemeâ€� means any approved gratuity fund or recognized provident fund;
(4). â€œapproved superannuation fundâ€� means a superannuation fund, or any part of a superannuation fund, approved by the Commissioner in accordance with Part II of the Sixth Schedule;
(13B) â€œContribution to an Approved Pension Fundâ€� means contribution as defined in rule 2(j) of the Voluntary Pension System Rules, 2005;
(29B) â€œIndividual Pension Accountâ€� means an account maintained by an eligible person with a Pension Fund Manager approved under the Voluntary Pension System Rules, 2005;
(40A) â€œPension Fund Managerâ€� means an asset management company registered under the Non-Banking Finance Companies (Establishment and Regulations) Rules, 2003, or a life insurance company registered under Insurance Ordinance, 2000 (XXXIX of 2000), duly authorized by the Securities and Exchange Commission of Pakistan and approved under the Voluntary Pension System Rules, 2005, to manage the Approved Pension Fund;
(48). â€œrecognised provident fundâ€� means a provident fund recognised by the Commissioner in accordance with Part I of the Sixth Schedule;
12. Salary.â€” (1) Any salary received by an employee in a tax year, other than salary that is exempt from tax under this Ordinance, shall be chargeable to tax in that year under the head â€œSalaryâ€�.

Rates for withholding tax, From 01-07-2020 to 30-06-2021 From 01-07-2020 to 30-06-2021
	Individual - Salaried
	Sec. 12 149, Division I, Part I, First Schedule

	* Employer can make adjusments for any previous deduction on other heads i.e. telephone, vehicle, bank, etc.

	* Every person paying salary shall deduct tax as follows:

	* Upon submission of annual Income Tax Return if the salary Income exceeds 75% of taxable income then following rates shll be applied.

	Taxable Income (Rs)
	Tax of withholding tax

	1
	Upto Rs. 600,000
	0%

	2
	Rs. 600,001 to Rs. 1,200,000
	5% exceeding 600,000

	3
	Rs. 1,200,001 to Rs. 1,800,000
	30,000 + 10% exceeding 1,200,000

	4
	Rs. 1,800,001 to Rs. 2,500,000
	90,000 + 15% exceeding 1,800,000

	5
	Rs. 2,500,001 to Rs. 3,500,000
	195,000 + 17.5% exceeding 2,500,000

	6
	Rs. 3,500,001 to Rs. 5,000,000
	370,000 + 20% exceeding 3,500,000

	7
	Rs. 5,000,001 to Rs. 8,000,000
	670,000 + 22.5% exceeding 5,000,000

	8
	Rs. 8,000,001 to Rs. 12,000,000
	1,345,000 + 25% exceeding 8,000,000

	9
	Rs. 12,000,001 to Rs. 30,000,000
	2,345,000 + 27.5% exceeding 12,000,000

	10
	Rs. 30,000,001 to Rs. 50,000,000
	7,295,000 + 30% exceeding 30,000,000

	11
	Rs. 50,000,001 to Rs. 75,000,000
	13,295,000 + 32.5% exceeding 50,000,000

	12
	Above 75,000,000
	21,420,000 + 35% exceeding 75,000,000

	13
	Directorship fee or fee for attending board meeting
	12% of the amount payable



Section 21. Deductions not allowed for business
(h,j) any personal expenditures or salary of owner (individual) or partner
(m) Salary more than 25,000 paid not through proper banking channel
Section 182. Offences and penalties
Non filing the return u/s 114 on due date = 0.1% of tax payable for each day of default, maximum 50% of taxpayable, minimum Rs. 40,000
if salary income exceeds 75% of income and salary income is less than 5 million then minimum penalty = Rs. 5,000

Allowances Benefits
	Description
	Condition / Limit

	Medical benefit or
reimbursement
	Medical facility or hospital charges are fully exempt, if provided in accordance with the terms of employment.
Note: Exemption is available only when NTN of the hospital or clinic is disclosed and the employer certifies and attests the bills.

	Medical Allowance
without any medical facility,
clause 139
	Exempt up to 10% of basic salary

	Special allowance or benefit
except entertainment or
conveyance allowance,
Section. 12(3)(c), clause 39, 40 of 1/2nd schedule
	Fully exempt, if granted to meet expenses wholly and necessarily incurred in the performance of duties.

	Marginal perquisites
(Clause 53A/1/2nd Schedule)
	The following perquisites are exempt received by an employee by virtue of his employment, namely:-
(ii) free or subsidized food provided by hotels and restaurants to its employees during duty hours;
(iii) free or subsidized education provided by an educational institution to the children of its employees;
(iv)free or subsidized medical treatment provided by a hospital or a clinic to its employees;

	Employerâ€™s contribution to
provident fund
	Exempt up to lower of Rs.150,000 and 10% of salary, such that the amount does not exceed employeeâ€™s contributions.

	Gratuity/ superannuation/
Commutation of Pension |
Received in Pakistan by
residents Clause 13 Part I, 2nd Schedule
	On retirement/ death
Government / Approved funds in accordance with the rules in Part III of the Sixth Schedule: Exempt Approved schemes by the Board : Exempt upto Rs. 300,000
Other cases: Exempt up to lower of 50% of the amount or Rs. 75,000.

	Pension clause 8, 9, 12, 13, 16 17, Part I, 2nd Schedule
	Fully exempt, where the person does not continue to work for the same employer or an associate of the employer.
Note: In case of pensions from more than one source, the pension
representing the highest amount would be exempt.

	Employee share scheme, Sec
14
	Not chargeable to tax until the right / option of disposed shares are acquired.

	
	Consideration for right/ option less cost in respect of said right/ option

	
	Fair value of shares less sum paid against acquisition of shares.



Following allowances are taxable
Utility (Electricity, water, gas), House Rent, Accommodation (Higer of 45% of MTS / basic salary or FMV), Leave fare assistance, Salary of domestic servants(Rule 3, 13/5), Capital receipt on termination of employment, Tax paid by employer
13/7, Loans - Interest free or concessional (difference between benchmark rate (w.e.f. 01 Jul 2012, 10% ) or concessional rate) â€“ not taxable in case loan is upto Rs.1,000,000 or where the employee waives interest on his account with the employer. Conveyance allowance
Rule-5, 13/3, Vehicles (owned maintained by employer ), partly for private use : Taxable at 5% of cost or 5% of FMV (leased)
Waiver of loan by the employer, Discharge of debt by employer, Transfer of assets or property (FMVpayment)
Tax Rebates (from tax payable)
Senior Citizens: 50% of tax liability if age is 60 years or more at beginning of tax year income is up to Rs.1M
Disabled persons: 50% of tax liability if he is holder of CNIC for disabled persons income is up to Rs.1M
Full time Teachers Researches: 25% of tax liability if employed in HEC recognized non- profit education or research institutions, including government research institutions except Teachers of Medical Profession who are also engaged in private practice or receive share of consideration from patients.
Allowable deductions (from taxable income)
	Description
	Condition / Limit

	Donations- clause 61, part 1 of 2nd schedule
	to NPOs through cross cheque, up to 15% for Ind or AOP, 10% for company of taxable income

	Zakat, Sec. 60
	100% of amount of zakat, paid under the zakat and usher ordinance,

	WWF, WPF, Sec 60A 60B
	Amount paid according to relevant Ordinance / Act

	Profit on debt, Sec. 60(C)
	Paid on loan by purchase or construction of house Lower of; 50% of taxable income or Rs. 2 million
Note: Profit on debt means profit/ share in rent and appreciation in value of house paid to banks, financial institutions, government, local authority, statutory body or listed company. This implies that loan from employer is also covered if it is a listed company or statutory body.

	Educational expenses, Sec.
60(D)
	Lower of: 5% of total tuition fee or 25% of taxable income or
Rs. 60,000 x number of children Note: The deduction of allowance is restricted to individuals having annual taxable income less than Rs.1,500,000. The deduction is allowed upon furnishing of NTN or name of educational institution.



Tax Credits (from tax payable)
	Description
	Lower of

	Charitable institutions, Sec 61
	Amount of donation, FMV of donated property or 30% of taxable income tax assessed / taxable income.

	Investment in shares or
Insurance premium. Sec 62
	20% of taxable income or Rs. 2,000,000 x tax assessed / taxable income

	Health Insurance premium. Sec
62A
	Lower of; 5% of taxable income or Rs. 150,000 x tax assessed / taxable income
Note: The benefit is restricted to resident person being filer (i.e. borne on Active Taxpayers List) and health insurance premium is paid to insurance companies registered with SECP

	Contribution to approved
pension fund. Sec 63
	Contribution amount or 25% of taxable income x tax assessed / taxable income
Note: Additional contribution allowed to persons joining a fund up to June 30, 2016, if the age at joining is 41yrs or above. The said additional contribution is allowed at 2% for each year exceeding the age of 40 years such that the applicable amount does not exceed 50% of last yearâ€™s taxable income. The further 2% additional contribution is allowed upto June 30, 2019 provided that contribution amount does not exceed 30% of last yearâ€™s taxable income



	Individual / AOP - Non Salaried
	Sec. 18, Division I, Part I, First Schedule

	Taxable Income (Rs)
	Tax Rates

	1
	Upto Rs. 400,000
	NIL

	2
	Rs. 400,001 to Rs. 600,000
	5% exceeding 400,000

	3
	Rs. 600,001 to Rs. 1,200,000
	10,000 + 10% exceeding 600,000

	4
	Rs. 1,200,001 to Rs. 2,400,000
	70,000 + 15% exceeding 1,200,000

	5
	Rs. 2,400,001 to Rs. 3,000,000
	250,000 + 20% exceeding 2,400,000

	6
	Rs. 3,000,001 to Rs. 4,000,000
	370,000 + 25% exceeding 3,000,000

	7
	Rs. 4,000,001 to Rs. 6,000,000
	620,000 + 30% exceeding 4,000,000

	8
	Above 6,000,000
	1,220,000 + 35% exceeding 6,000,000



RENT OF IMMOVABLE PROPERTIES (Adjustable)
Section 15 155 - Division V, Part III, First Schedule
	Government (Federal, Provincial, local), Company, NPO, diplomatic mission of a foreign state, private educational institution, boutique, beauty parlour, hospital, clinic or maternity home other Ind/AOP paying rent Rs. 1,500,000 or more deduct tax as follows:

	Taxable Income (Individual/AOP)
	Rate of withholding tax

	1
	Upto Rs. 200,000
	0%

	2
	Rs. 200,001 to Rs. 600,000
	5% exceeding 200,000

	3
	Rs. 600,001 to Rs. 1,000,000
	20,000 + 10% exceeding 600,000

	4
	Rs. 1,000,001 to Rs. 2,000,000
	60,000 + 15% exceeding 1,000,000

	5
	Rs. 2,000,001 to Rs. 4,000,000
	210,000 + 20% exceeding 2,000,000

	6
	Rs. 4,000,001 to Rs. 6,000,000
	610,000 + 25% exceeding 4,000,000

	7
	Rs. 6,000,001 to Rs. 8,000,000
	1,110,000 + 30% exceeding 6,000,000

	8
	Above 8,000,000
	1,710,000 + 35% exceeding 8,000,000

	9
	For Companies
	15% of gross rent



	Withholding - Minimum Tax
	Section
	ATL
	Non ATL

	Imports - Remeltable steel or directly reduced iron for industry own use, urea, Manufacturers covered under 1125(I)/2011
	148
	1.00%
	2.00%

	Imports - Potassic fertilizers under ECCâ€˜s decision No.ECC-155/12/2004 dt. 9 Dec 2004, Gold, Cotton, LNG
	148
	1.00%
	2.00%

	Imports - Industrial undertaking, importing plastic raw material (PCT Heading 39.01 to 39.12) for its own
	148
	1.75%
	3.50%

	Imports - Commercial importers, importing plastic raw material (PCT Heading 39.01 to 39.12)
	148
	4.50%
	9.00%

	Imports - Pulses
	148
	2.00%
	4.00%

	Imports - Coal, Finished pharmaceutical products that are not manufactured otherwise in Pakistan
	148
	4.00%
	8.00%

	Imports - Ship breakers on import of ships
	148
	4.50%
	9.00%

	Imports - Industrial undertakings or companies not covered above
	148
	5.50%
	11.00%

	Imports - Persons not covered above
	148
	6.00%
	12.00%

	Profit on debt - securities, bond up to 0.5 Lacs
	151
	10.00%
	20.00%

	Profit on debt - securities, bond exceeds 0.5 Lacs
	151
	15.00%
	30.00%

	Note 1: The tax withheld shall be adjustable if received by company or Profit on debt is taxable u/s 7B

	Note 2: Final if received from Debt instruments, Government securities including Treasury Bills and Pakistan Investment Bonds

	Non resident - Royalty or fee for technical services
	151(1)
	15.00%
	15.00%

	Non resident - Contracts for construction, advertisement by TV satellite channels
	152(1A)
	7.00%
	14.00%

	Non resident - Insurance or re-insurance premium
	152(1AAA)
	5.00%
	5.00%



	COMPANIES
	Division II, Part I, First Schedule

	Taxable Income
	Rate of tax

	1
	Small Company
	23%

	2
	Banking Company
	35%

	3
	All other Company
	29%

	4
	Alternate Corporate Tax (ACT)
	17%

	5
	Minimum Turnover Tax
	1.50%



	SUPER TAX
	Division II, Part I, First Schedule

	S#
	Taxable Income
	Rate

	1
	Banking Company
	4%

	2
	Persons other than BC where income exceeds 500 M
	2%

	3
	Tax on undistributed profits ( for public companies if distribution lt; 20% ) charged on a/c profit
	5%


TAX ON SALE - SPECIFIED SECTOR
	Tax on Sale - Specified Sector
	Filer
	Non-Filer

	1
	Sale to Distrbutors, Dealers and wholesalers
	0.1%
	0.2%

	2
	Tax on sale to Retailers - Electronics
	1%
	2%

	3
	Tax on sale to Retailers - Others
(Electronics, sugar, cement, iron, steel products)
	0.5%
	1%


GAIN ON IMMOVABLE PROPERTY
	Constructed Properties

	1
	Sold within 1 year
	100%

	2
	Sold after 1 year but not exceeding 4 years of purchase
	75%

	
	Sold after 4 years of purchase
	0%

	Open Plots

	1
	Sold within 1 year
	100% taxable

	2
	Sold after 1 years of purchase but not exceeding 8 years of purchse<
	



