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Highlights on the Finance Bill, 2020

This document summarizes significant changes proposed to be brought to statute vide the Finance
Bill, 2020 (the Bill) relating to Income Tax, Sales Tax, Federal Excise Duty and Customs.

Effective date of applicability of these changes will be July 1, 2020, unless otherwise mentioned.

Nothing contained in this document shall be construed as our advice in general or on a given case,
accordingly, for ascertaining any effect of these changes in general or particular, the wordings in the
Bill should carefully be examined, taking into consideration the applicable laws and regulations, and
precise advice should be sought before taking any decision based on, or acting up on any of the
contents hereof.
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SECTION 1 BUDGET AT A GIANGCE

2020-21 | 2019-20 | Change
RupeeS in Ml”lon % 2020'21 m Net Revenue

Net Revenue Receipts* 3,699,507 | 3,102,409 19.2

SOURCES OF FUNDS

Receipts

%‘ = Net Capital

%, Receipts
38%

Privatization Proceeds 100,000 | 150,000 | 100.0 =

&1
I~ m External
B 2019-20 Receipts
Provincial Surplus 241,865 | (80,664) | -399.8 = Privatization
Proceeds
i . 28%
Bank Borrowings 916,599 | 1,723,814 46.8 o = Provincial
Surplus

Total 7,231,497 | 8,135,188 -11.1

Net Capital Receipts 1,463,179 966,708 51.4

External Receipts 810,347 2,272,921 -64.3

m Bank
Borrowings

APPLICATION OF 2020-21 | 2019-20 Change
FUNDS Rupees in Million %
ﬁgriﬁ'ef:b“c Service | 5 056,016 | 6,148,369 | -17.8 ® General Public
' Service incl.
others

Defense Affairs and

. 1,289,134 | 1,227,388 5.0
Services

B Defense Affairs
and Services

Development

Expenditure 886,346 759,431 16.7

H Development
Expenditure

Total 7,231,496 8,135,188 -11.1
*NET REVENUE 2020-21 2019-20 Change
RECEIPTS Rupees in Million % 2020-21
Tax Revenue 5,464,300 | 4,208,459 29.8
Non-tax Revenue 1,108,926 | 1,296,030 -14.4 ®m Tax Revenue
Gross Revenue 6,573,226 | 5504489 | 19.4 2019-20
Receipts T T ' W Non-tax
Revenue

Less: Provincial Share

. 2,873,719 | 2,402,080 19.6
in Taxes

Total 3,699,507 | 3,102,409 19.2
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SECTION 2 OVERVIEW Of THE ECONOMY

Pakistan economic growth for fiscal year 2019-20
has been recorded at -0.4 percent, against the
target of 4.0 percent, compared to last year’s
growth of 1.9 percent, against the provisional
target of 3.3 percent. The negative growth
observed was mainly due to the economic impact
of the ongoing COVID-19 pandemic, which
according to the IMF can shrink the world
economy by 3%, though the target was based
upon sectoral growth projections for agriculture,
industry, and services at 3.5 percent, 2.3 percent
and 4.8 percent respectively. The actual sectoral
growth turned out to be 2.7 percent for
agriculture, -2.6 percent for industry and 0.6
percent for services. Inflation spiked to average
11.22 percent during July-April FY2020
measured by CPI, against 6.8 percent during
same period of last year mainly because of the
extreme impact of the COVID-19 impact on the
global as well as local economy.

indicators FY2019- FY2020-
20 21
GDP growth (%) -1.5 2
CAD (% of GDP) 1.7 2.4
Fiscal deficit (% of GDP) 9.2 6.5
Unemployment ratio (%) 4.5 5.1
Inflation rate (%) 11.1 8

Coronavirus disease - COVID-19 (Recession)

IMF forecasted macroeconomic indicators:

e The official assessments estimate an initial
loss of PKR 3 trillion (around $15 billion) to
the economy.

¢ The disease could result into unemployment
ranging from 12.5 to 15.5 million people in the
case of moderate slow down and 18.7 million
people to 19.1 million in case of severe
restrictions.

e A condensed income for a vast part of the
population will result in shrinking the tax
base. Tax collection which was growing at
the rate above 17 percent during July-
February, FY2020 has witnessed a
significant decline. After the outbreak of
COVID-19 pandemic, an average negative
growth rate of 13.4 percent was recorded
during March 2020 and April 2020 as
compared to last year.

o ltis expected that there will be an increase in
expenses due to the relief packages and
therefore budget deficit is expected to exceed
the target of 7.5 percent of GDP and may go
up to 9.4 percent of GDP.

e The Ministry of Commerce has estimated that
the exports losses may be as significant as
USD 4 billion. Imports are expected to
decline which will disrupt the supply chain of
multiple industries as 68% of imports
constitute raw materials, which are used to
produce final goods.

e Remittances expected to drop by $5 billion
during FY20-21, amid shutdowns and
reduced activities in  major countries,
including GCC.

e Healthcare facilities are insufficient to meet
the populations need, creating social
vulnerabilities. On average there is only 1
bed available for over 1680 people.

Policy responses by the Government -
COVID-19

Fiscal policy

A relief package worth PKR 1.24 trillion has been

announced by the federal government. Following

are the key features:

e elimination of import duties on emergency
health equipment,

e relief to daily wage workers (PKR 200 billion),

e cash transfers to low-income families (PKR
150 billion),

e accelerated tax refunds to the export industry
(PKR 100 billion),

e financial support to SMEs (PKR 100 billion),

e accelerated procurement of wheat (PKR 280
billion),

e financial support to utility stores (PKR 50
billion),

e relief in fuel prices (PKR 70 billion),

e support for health and food supplies (PKR 15
billion),

e electricity bill payments relief (PKR 110
billion),
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e an emergency contingency fund (PKR 100
billion),

e a transfer to the National Disaster
Management Authority (NDMA) for the
purchase of necessary equipment to deal
with the pandemic (PKR 25 billion).

Monetary & Macro-Financial policy

a) SBP has responded to the crisis by cutting
the policy rate three times by a cumulative
525 basis points to 8.0% in the span of two
months.

b) SBP has introduced 3 refinancing facilities
for:

e supporting hospitals and medical centers
to purchase equipment to detect, contain,
and treat COVID-19,

e stimulating investment in new
manufacturing plants and machinery, o

e incentivizing businesses to avoid laying
off their workers during the pandemic.

c) SBP introduced temporary regulatory
measures to maintain banking system
soundness and sustain economic activity.

These include:

e reducing the capital conservation buffer o
by 100 basis points to 1.5%,

¢ increase the regulatory limit on extension
of credit to SMEs by 44% to PKR 180
million,

e relaxation of the debt burden ratio for
consumer loans from 50% to 60%,

e allowing banks to defer clients’ payment
of principal on loan obligations by one
year.

Synopsis of Pakistan economy during the o

fiscal year 2019-20:

o Fiscal deficit as a percent of GDP was
confined at 4.0 percent for the period July-
March 2019-20 against 5.1 percent in the .
same period of fiscal year 2018-19.

e The Net Domestic Assets (NDA) of the
banking sector witnessed a reduction of Rs.
843.4 billion (58.9 percent) during 01 July -
26 April, FY2019-20 as compared to the
expansion of Rs. 1,507.7 billion (9.3 percent)
in the same period last year. o

e Core Inflation during July-April FY201-20
measured by CPI averaged at 8.25 percent
against 7.00 percent during corresponding

period of last year on the back of the
prevalence of the pandemic situation posed
by the emergence of COVID-19, to counter
this the government has not only launched
economic relief and stimulus packages as
well as reduced the price of various
petroleum products in line with the
international prices to counter the inflationary
pressure.

Imports stood at US$ 31.50 billion in July-
April FY201-20 as compared to US$ 36.60
billion in the same period last year showing a
decline of almost 14 percent, while exports
during July-April FY2019-20 reached to US$
18.40 billion, registering a decline of 3.9
percent as compared to US$ 19.20 in July-
April FY2018-19.

Foreign exchange reserves till end-April
FY2019-20, stood at US$ 17.1 billion. This
was above than the total reserves of US$
14.8 billion of the same period of last year.
Out of this SBP reserves were US$ 10.8
billion, where reserves held with commercial
banks were US$ 6.3 billion.

As at end of March 2020 Public debt stood at
Rs. 35,207 billion, as compared to Rs.
28,607.5 billion during the same period of last
year, recording an increase of Rs 6,599.5
billion (23.06%) during the first nine months
of current fiscal year.

An increase of 137.3 percent was posted in
Foreign Direct Investment (FDI) during July-
March 2019-20 to US $ 2.1 billion as
compared to US $ 0.9 billion last year.

National Savings were 13.9 percent of GDP
during 2019-20 against the previous year
10.8 percent of GDP in 2018-19.

FY2019-20, the performance of stock
markets presented a mixed trend. The
turnover of shares on the Pakistan Stock
Exchange during July-March 2019-20 was
52.48 billion, compared to 39.94 billion
shares in the twelve months of fiscal year
2018-19.

The current account deficit declined to US$
3.37 billion during Jul-Apr FY2019-20,
compared to US$ 11.51 billion last year.
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Summary of key performance indicators are as

follows:
Description 2016- 2017- 2018- 2019-
i 17 18 19 20P
Gross Domestic
Product (GDP) — 5.2 55 1.90 -0.4
Total Investment
— Growth % 16.2 17.3 15.6 15.4
Consumer Price
Index (CPI) - % 4.8 4.7 6.8 11.2
Trade Deficit - %
of GDP 8.5 9.8 9.9 5.6
Current Account
Deficit - % of 4 6.1 4.8 11
GDP
Total Public Debt
to GDP Ratio 67.06 72.08 86.13 84.37
Foreign
Exchange
Reserves — US$ 214 16.4 14.8 17.1
billion
Depreciation in
Rupee Value 0.12 16.08 34 (1-:1)
against US$ %
International
Credit Rating — B B B- B-
S&P
PSX — 100 Index _
234 101 196 13.43

P = Provisional (various durations)

GROWTH

Pakistan GDP growth rate has slumped to -
0.4% from a target of 4% for the current fiscal
year. After a reasonable growth in 2017 and
early 2018, global economic activity slowed
to a noticeable degree from the second half
of the year 2019 and declined significantly in
the second half of the current year, reflecting
a confluence of factors including the global
COVID-19 pandemic situation affecting
major economies including Pakistan. This is
the reason why IMF has further revised
downward real GDP growth for almost all
countries in its World Economic Outlook.

Industrial sector, contributes 19.21 percent in
GDP. The deterioration in growth of the
industrial sector has been estimated at (2.64)
percent, remaining below the target of 2.3
percent. This sharp decline is due to the
imposition of lockdown policies and reduction
of aggregate demand due to the COVID-19
situation.

The agricultural sector contributes for 19.31
percent of GDP, and provides 38 percent
employment to national labour force. It was
the only sector which has performed
relatively better in comparison to the other
sectors of the economy. This sector grew by
2.67 percent compared to 0.58% last year,
much lower than the target of 3.5 percent.

COVID-19 has not affected the agricultural
sector by much in 2019-20.

Services Sector Accounts for 61.4 percent of
GDP. The sector has witnessed a drop of
(4.2) percent in current fiscal year from 3.8
percent last year. The performance in it was
much lower than the target of 4.8 percent.
The drop was mainly due to the lockdown
which affected trading activities in wholesale,
retail trade, transport, storage, and
communication sectors.

The private consumption expenditure
declined to 78.5 percent of GDP in FY 2019-
20 compared to 82.9 percent in FY2018-19,
whereas public consumption expenditures
increased to 13.1 percent during FY2017-18
from 11.7 percent in FY2018-19.

2016-17 2017-18 2018-19 2019-20P

Description

Growth % Growth %  Growth % Growth %
Gross
Domestic
Product 5.2 55 1.90 -0.4
(GDP)
Agriculture 0.4 0.8 0.1 0.5
Manufacturing 0.95 0.96 -0.47 -0.5
Commodity
Producing 1.38 1.38 -0.36 0.0
Sector
Services 3.83 3.93 2.27 -0.36

Sector

P = Provisional

INVESTMENT & SAVING

Total investment recorded a decline of 0.2
percent in July 2019 to Mar 2019. Fixed
investment as percentage of GDP s
recorded at 13.8 percent declined from 14.0
percent while Private investment was
recorded as a percentage of GDP at 10.0
percent also declined from 10.3 percent.
Public investment as percentage of GDP has
increased from 3.7 percent to 3.8 percent.

National savings increased to 13.9 percent of
GDP in this fiscal year against 10.8 percent
last year. Domestic savings has shown an
increase, being recorded at 6.8 percent of
GDP in this fiscal year as compared to 4.1
percent of GDP the last year.

During July-April FY2019-20, foreign direct
investment increased by 31.33 percent to
USD 2.281 billion in as compared to USD
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1.737 billion in FY19. Foreign private Description 2016 20 20 2019-20
investment also increased by 115.85 percent. KSE — 100
Index Points 46760 41998 33766 29231 M
KSE - 100
Description 2016-17  2017-18  2018-19  2019-20 P j;dex - Growth 234 -10.1 -19.6 -13.43
(]
Total Investment Aggregate
"% of GOP 16.20 17.30 15.60 15.40 e . o0 s os
Fixed Capitalization . ! ’ ’
Investment - % 14.60 15.70 14.00 13.80 (Growth %)
of GDP Turnover of 88.6 465 39.9 52.8
Public Shares
Investment - % 450 5.20 3.70 3.80 P = Provisional M = March, 2020
of GDP
Private
Investment - % 10.10 10.50 10.30 10.00 INFLATION . . .
of GDP Average inflation during July-April of the current
NationalSavild 1200 1130 10.80 13.90 fiscal year has been recorded at 11.22 percent,

P = Provisional

CAPITAL MARKETS

During FY 2020, the performance of stock
markets recorded a downwards trend
between July and April.

Fiscal year 2018-19 witnessed the market
gaining momentum, reaching the highest
point of 43,557 on July 30, 2018, after which
it started moving down, and reaching period’s
lowest closing point of 35,974 on May 30,
2019 which further plummeted to an all-time
low of 29,231 in March 2020 due to global
economic shock presented by the COVID-19
pandemic. This downfall is mainly because of
withdrawal of foreign investors from the
market due to investor insecurity because of
the tumultuous global economic conditions
prevailing during the pandemic. However, the
market regained momentum and recorded a
close of 33,836 (up by 24.2 percent)
displaying the regain of investor confidence
and it is expected that market capitalization
will increase further if the economic policies
can maintain economic stability.

The turnover of shares on the Pakistan Stock
Exchange during July-March 2019-20 was
52.84 billion, compared to 39.94 billion
shares in the twelve months of fiscal year
2018-19. Total paid-up capital with the PSX
increased from Rs 1,340.27 billion in June
2019 to Rs 1,387.43 billion in March 2020

Market capitalization at end of March, 2020
stood at Rs. 5,620.94 billion compared to Rs.
6,887.3 billion in June 2019

Some of the relevant statistics related to the

Karachi Stock Exchange are as follows:

which is on much higher level as observed during

the

last year at 6.8 percent.

Food inflation have been estimated at 15.09
percent as compared to 4.69 percent in the
last year.

Non-Food inflation did not register any
significant changes and stood at 8.07 percent
compared to 8.07 percent of corresponding
period of FY 2018-19. The stagnation in non-
food inflation was due to stationary energy
prices, reduced petroleum prices and weak
overall domestic demand.

Core inflation increased to 8.2 percent in April
2020 compared to 8.0 percent in April 2019.

Description 2016-17 2017-18 2018-19 2019-20 P
CPI (Consumer
Price Index) (BY 4.8 4.68 6.51 11.22 A
2015-16)
Average Food
Inflation (BY 2015- 4.7
16) 3.09 4.69 15.09 A
Average Non-food
Inflation (BY 2015- 4.8
16) 5.69 8.07 8.07A
SPI (Sensitive
Price Index) (BY 0 1.45 0.9 1.8A
2015-16)
WPI (Wholesale
Price Index) (BY -0.1 2.46 0.3 2.1A
2015-16)

P = Provisional; A = April, 2020

BALANCE OF PAYMENTS & RESERVES

The trade deficit has decreased by US$ 6.6
billion in the current fiscal year (July-April
2019-20) to US$ 14.7 billion in the current
fiscal year compared to US$ 21.3 billion in
FY2018-19. Pakistan’s exports during the
period July-May (FY 2019-20) stood at US$
19.79 billion compared with US$ 21.25 billion
during the corresponding period of FY 2018-
19.
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The current account deficit declined to US$
3.37 Dbillion during Jul-Apr FY2019-20,
compared to US$ 11.51 billion last year.

Exports emerged as a cause for concern, due
to the lowering of global aggregate demand.

The remittances registered a significant
growth of 6.0 percent and stood at US$ 18.78
billion during July-April FY2019-20 compared
to US$ 17.8 billion last year

Foreign exchange reserves stood at US$
17.1 billion till end-April FY2019-20. This was
significantly below than the total reserves of
US$ 14.8 billion of the same period last year.

In the current fiscal year FY2019-20, as of
Apr 29, 2020, PKR cumulatively appreciate
by 1.61 percent against the US$ since end
June 20109.

Foreign investment is on positive growth
trajectory. It increased by 31.33 percent in
July-April FY2020 to US $ 2.281 billion as
compared to US $ 1.737 billion in FY2017-18.

Some of the relevant statistics related to
balance of payments and foreign exchange
reserves are as follows:

Out of this total increase, increase in
domestic debt was Rs. 1,745.9 billion which
government uses for financing of fiscal deficit
which was Rs. 1,686 billion as at March,
2020.

During first nine month of current fiscal year,
External debt & Liabilities (EDL) recorded an
increase of US$ 3.6 billion to stand at US$
109.95 billion out of which public debt was
US$ 76.5 billion. Moreover, external public
debt increased by around US$ 3.0 billion
during first nine months of current fiscal year
compared with the increase of US$ 3.9 billion
witnessed during the same period last year.

2016-17  2017-18  2018-19 2019-20P
Description

Growth % Growth % Growth % Growth %

Total Public Debt to

GDP Ratio (0.90) 7.49 19.49 (2.04)

Depreciation in Value of

Rupee against US$ - % 0.12 16.08 34 (1.61)

International Credit

Rating — S&P B B B B

New Guarantees issued

as a percentage of GDP 12 0.9 04 03
P = Provisional

2016-17 2017-18 2018-19 2019-20 P
Description
Growth % Growth % Growth % Growth %
Exports 0.10 12.60 -2.10 1.40
Imports 16.70 16.00 -6.80 -16.20
Workers’
Remittances ($ -2.8 2.9 9.2 6.0
in billion)
Foreign Direct
Investment 19.15 26.37 -50.0 31.33
(FDI)
Foreign
Exchange 214 16.4 14.8 17.1
Reserves —
US$ in hillion

P = Provisional

PUBLIC DEBT

Public debt stood at Rs. 35,207 billion at end
of March 2020, recording an increase of Rs
2,499.1 billion during the first nine months of
current fiscal year. Government domestic
debt stood at Rs. 22,477.7 billion while
government external debt stood at Rs.
11,658.1 billion at end of March, 2020.
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SECTION 3

SAUENT FEATURES

Income Tax

Relief measures

1.

2.

10.

11.

12.

13.

14.

15.

16.

Ceilings for payments otherwise through crossed
cheques to be increased.

Taxation on capital gains on sale of inmoveable
property to be reduced while also adopting
uniform criteria for holding period in case of both
open land and constructed properties.

The lower rates of 3% for specified services also
to be available for PE of non-residents.

The rate of advance tax allowed by the
Commissioner to be reduced from 30% to 20% in
case of payments forming part of cohesive
arrangements in case of the PE of non-residents.

Increase in turnover threshold for AOPs &
individuals from existing Rs. 50M to Rs. 100M as
withholding agents u/s 153. Threshold of Rs.
100M proposed for persons registered under the
Sales Tax Act, 1990 for compulsion to withhold
taxes u/s 153.

Commercial & industrial consumers to be immune
from WHT on electricity consumption upon
discharging advance tax obligation u/s 147.

Reduction in rate for collection of advance tax on
sale of immoveable property by public auction
from 10% to 5%.

Holding period of property for relaxation from 1%
advance tax upon sale to be reduced from 5 to 4
years.

No advance tax to be collected on functions and
gatherings.

Tax collected by PEMRA at license renewals from
cable operators and certain other electronic
media to be abolished.

Advance tax on education expenses not to be
collected from persons borne on active taxpayers’
list.
Market committees no more to collect advance
tax from dealers, commission agents or arhatis,
etc.

Advance tax on educational expenses remitted
abroad to be abolished.

No more advance tax on general life and life
insurance premia paid by non-filers.

5% advance tax no more to be collected by
Pakistan Tobacco Board from persons
purchasing tobacco.

Hajj Group Operators relieved from withholding
taxes on payments to non-residents in respect of
Hajj Operation.

17.

Immunity to Pak Rupee Account from below

advance taxes to the extent of foreign remittances

credited into such account:

a. Cash withdrawals;

b. Transactions via banking instruments made
against cash; and

c. All other payments through bank accounts.

Revenue measures

1.

2.

10.

11.

12.

13.

14.

Fee for offshore digital services received by non-
residents to be taxed at 5% of gross fee.

Benefit of lower rate of 3% withholding (minimum)
tax on engineering services to be abolished.
Pakistan resident ship owning companies having
its own sea worthy vessels registered under
Pakistan Flag to pay tonnage tax of US Cents 75
per ton of gross registered tonnage per annum.
For income from property, the admissible ceiling
in case of individuals and AOPs for administration
and collection charges to be reduced from 6% to
2%. Minimum rental income threshold of Rs. 4M
to be abolished for the purpose of opting for
normal tax applicable to individuals and AOPs;
Ceiling to be placed on admissible expenditure on
utilities.

Maximum ceiling proposed on proportionate
basis for admissibility of expenditure on sales
made to persons liable to be registered for sales
tax where sales in Rs. 100M or more per such
person.

Only 50% of normal depreciation in the year of
acquisition to be allowed, whereas 50% normal
depreciation to be allowed in the year of disposal.
A ceiling on principal of Rs. 2.5M is proposed for
lease rental deductions on passenger transport
vehicles not plying for hire.

Maximum ceiling applicable to income of the
donor for any donations to eligible associates
proposed to be reduced to 50% of other cases.
Further restrictions on admissibility of profit on
debt payable to associated enterprise for Foreign-
controlled Resident Companies.

Minimum tax under section 113 also to apply to
PE of non-resident companies.

Tax collectible at 10% on payments for use of
machinery & equipment made to residents to be
treated as Minimum Tax.

Appeal fee to be enhanced and 10% of the
amount to be deposited for preferring an appeal
before the Appellate Tribunal.

Tax paid at import stage by large import houses
and CBU vehicles imports by vehicle
manufacturers to be treated as minimum tax.
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15.

16.

17.

18.

19.

20.

21.

22.

23.

24,

25.

26.

27.

Uniform rate for tax collected at imports
irrespective of the corporate status. Rates
categorized in three broad heads being 1%, 2%
and 3% respectively for ‘Materials & machinery’,
‘Parts & components’ and ‘All other items’ being
classified respectively under three parts of the
newly proposed Twelfth Schedule.

Separate rates for collection of advance tax on
CKD/ SKD import of mobile phones.

Rate of 1% advance tax continue to apply for
imports by manufacturers covered under the
rescinded SRO No. 1125(1)/2011, as it stood on
June 28, 2019.

Value of goods chargeable to tax at retail price
under the Third Schedule of the Sales Tax Act,
1990, to be the retail price of such goods
increased by sales tax payable in respect of the
import and taxable supply of such goods.
Abolishing the concept of taxing manufacturers of
cooking oil and/ or vegetable ghee at 2% final tax
on purchase of locally produced edible oil.

10% deduction on payments to non-resident
media persons for advertisement services to be
treated as minimum tax.

25% tax to be withheld from dividends in case no
tax is payable by paying companies, due to
exemption of income, carry forward of business
losses or claim of tax credits.

Tax rate for return on investment in Sukuks to be
increased to 25% from existing 15% for corporate
investors.

Final tax at Rs. 1 per unit of electricity consumed
in case of steel melters and composite units to be
abolished.

Advance tax on sale by public auction also to be
collected on renewals.

5% advance tax to be collected on extraction of
minerals from all cases irrespective of tax profile
(filing status).

Modarabas to distribute at least 90% of profits to
enjoy immunity from minimum tax u/s 113.
Super tax on banking companies to be extended
to the tax year 2021.

Other measures

1.

Enactment of certain provisions already adopted
to the statute vide:

a. the Tax Laws (Amendment) Ordinance, 2019;

b. the Tax Laws (Amendment) Ordinance No. 1
of 2020, applicable to builders and developers;

c. SRO 287(1)/2020 dated April 7, 2020;

d. SRO 316(1)/2020 dated April 16, 2020;

e. SRO 586(1)/91 | related to provisions of section
153.

Rates for taxing capital gains on disposal of

securities for onward years to continue at the

same rates applicable to tax years 2018 to 2020.

10.

11.

12.

13.

14.

15.

16.

17.

18.

19.

Tax credit for fresh enlistment not be available
after June 30, 2022.

NPOs, trusts or welfare institutions to furnish
statement of voluntary contributions & donations
received in the immediately preceding tax year to
remain eligible for 100% tax credit. Moreover,
10% tax on surplus funds disregarding any usage
restrictions from donors which are associates.

Suppressed amount of production, sales or any
amount chargeable to tax or of any item of receipt
to be taxed under the head ‘income from
business’ instead of ‘income from other sources’
under section 111.

Return of income u/s 114 instead of statement of
final tax u/s 115 to be filed for cases covered
under FTR.

Commissioner may approve filing of revised
return in case of a bonafide omission or wrong
statement.

Tax payers’ profile to be kept updated by
taxpayers, failing which the status may be
changed to inactive — attracting higher rates of
withholding taxes, etc.

Automated assessments to be made within six
months of filing of returns.

A new concept of agreed assessments to be
introduced for certain cases whereby the
taxpayer can offer an amount for settlement upon
receipt of a notice u/s 122(9).

Changes to process of alternate dispute
resolution and composition of committee.

Availability of further options for recovery in case
a taxpayer fails to pay the demand within
stipulated timeframe.

Automated process for calculation of turnover for
the purpose of quarterly advance tax.

The Board may prescribe such other particulars
required to be furnished in respect of any
payments benefiting under agreements for
avoidance of double taxation.

For availing the benefit of 10% withholding rate
instead of 15%, recipient of profit on debt to
submit a certificate to the payers that their
aggregate annual income under this head is up to
500,000.

Toll manufacturing to be treated as supply of
goods instead of services.

Frequency for furnishing WHT statements
increased from bi-annual to quarterly basis.
Certain persons involved/ engaged in economic
activities to file quarterly statements.

Information collection and audit may also be
made on real-time basis from taxpayers as well
as regulatory authority and institutions.
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20. Audits may also be conducted through video

links, etc. and sectoral benchmarks/ ratios may
be applied for audits in case of non-furnishing of
details/ records by taxpayers.

Sales Tax

Relief measures

1.

The minimum threshold requirement of CNIC on

tax invoice is case of supplies made by retailors

is proposed to be enhanced from Rs, 50,000 to

Rs. 100,000.

A person whose refunds or input tax adjustment

is blocked will continue to be treated as an active

taxpayer.

Relief for Gawadar Free Zone proposed to be

effective from 01 June, 2020:

a. Zero rate on supplies of raw materials,
components and goods for further
manufacturing in the Gwadar Free Zones and
exports thereof;

b. Zero rate on supplies of locally manufactured
plant and machinery to the manufacturers
located in Gwadar Free Zone;

c. Exemption on import of goods for exclusive
use within the Gwadar Free Zone or for
making exports therefrom;

Exemptions from sales tax on import and supply
of ships and all floating crafts etc. is proposed to
be extended upto the year 2023.

Dietetic foods for consumption of children
suffering from inherent metabolic disorder is
exempted subject to certain conditions.
Supplies made from retail outlets which are
integrated with the FBR’s computerized system
will now be subject to reduce rate of 12% instead
of 14%.

Proposed for Raw materials and intermediary
goods imported by a manufacturer for in-house
consumption are not subject to value addition tax
of 3% at import stage.

Revenue measures

1.

Sales tax on supply of used vehicle is applicable
only on value addition to the used vehicles
purchased locally.

Scope of sales tax withholding is proposed to
extend on acquisition of services.

Regulatory measures

1.

FBR is empowered to impose restrictions on
wastage of materials vis-a-vis claim of input tax
relating thereto.

The restriction on claim of input tax has been
extended to services where supplies were made

to un- registered persons without mentioning of
NTN or CNIC.

Commissioner may conduct audit proceedings
electronically through video links or any other
facility as prescribed by the FBR.

Every registered person is required to submit a
complete return i.e. along with all applicable
Annexures in the manner prescribed by the FBR.
If a person or entity does not integrate his
business with the FBR system within two months
even after the penalty is imposed in past the
business premises shall be sealed until he
integrates such business.

The CIR (Appeals) is now empowered to not
admit any additional documentary material or
evidence.

Agencies including NADRA, FIA, provincial
excise and taxation departments, utility
companies etc. are now required to provide
information to the FBR on real-time basis.
Restriction on input tax as attributable to the
prescribed excess supplies to unregistered
persons has now been extended to every
registered person. Previously, it was applicable
only on registered manufacturers.

Federal Excise Duty

Revenue measure

1.

It is proposed to add "Caffeinated energy" in the
First Schedule to the ACT and impose excise
duty at the rate of 25% of the retail price.

It is proposed to enhance the exercise duty from
65% to 100% on cigars, cheroots, cigarillos and
cigarettes of tobacco and it is also proposed to
impose a duty on “tobacco substitute”.

It is proposed to impose excise duty at the rate
of PKR “Ten per ml” on E-liquids by whatsoever
name called for electronic cigarette kits.

It is proposed to impose excise duty on imported
and locally manufactured double cabin 4x4 pick
up vehicles @25% ad val and @ 7.5% ad val
both.

It is proposed to increase duty on Cigarates
Filter rods form from Rs. 0.75/ filter to Rs. 01/
filter

Relief measure

Excise duty on specified types of Cements from to be
reduced Rs. 2/ KG"to Rs. 1 .75/ KG.

Regulatory measures

1.

The FBR is empowered to impose restrictions on
wastage of materials vis-a-vis claim of input tax
relating thereto.
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It has been sought to empower the officer Inland
Revenue to seize counterfeited cigarettes or
beverages or cigarettes, un-manufactured
tobacco or beverages which have been
manufactured unlawfully.

The bill seeks to propose that the restriction of
Audit of a registered person to be conducted only
once in three years is proposed to be withdrawn;
It has been proposed to broaden the scope of
confiscation by Officer Inland Revenue from
cigarettes, un-manufactured tobacco or
beverages to the extent of all dutiable goods
specified under first schedule of Federal Excise
Act, 2005.

It has been proposed to restrict the power of
Commissioner Appeals to grant permission for
production of new record during the Adjucating of
Appeal before forum which has not been
presented earlier before assessment of Officer
Inland Revenue.

The bill seeks to propose the specific mode,
manner, fees and procedure of filling Appeal
before The Appellate Tribunal forum, and
disposal of appeal as per section 131 and 132 of
income tax ordinance, 2001.

The bill seeks to propose that Board shall not
disclose the parameters of Audit selection.
Agencies including NADRA, FIA, provincial
excise and taxation departments, utility
companies etc. are now required to provide
information to the FBR on real-time basis;

Customs

Revenue Measures

1.

Increase in customs duty by 17% from existing
3% to proposed 20% on import of Modular clean
room panels having PCT code 9406.9050.
Increase in customs duty by 8% from existing 3%
to proposed 11% on the import of Submersible
motors of stainless steel having PCT code
8501.5210.

Relief Measures

1.

2.

Rationalization of tariff by reducing custom duty
on 90 tariff lines from 11% to 3% and 0%.
Reduction in regulatory duty from 12.5% and
17.5% to 6% and 11%, respectively on Hot
Rolled Coils (HRC) of Iron and steel falling under
PCT codes 7208 and 7225 & 7226, respectively.
Additional custom duty is to be exempted on
tariff lines which are now at 0% custom duty in
tariff.

Reduction of custom duty on 40 raw materials of
various industries.

10.

11.

12.

Extension in exemption of custom duties on
import of 61 items related to COVID 19 keeping
in view the continuance of pandemic.

Extension in exemption of 2% additional custom
duty applicable on edible oils and oil seeds
under PM’s COVID19 Relief Package has been
extended.

Duties and taxes to be exempted on import of
Diagnostic Kits for Cancer and Corona Virus.
Custom duty to be exempted on import of inputs
of Ready to use Supplementary Foods (RUSF)
and life-saving drug Meglumine Antimonite for
treatment of leishmaniasis.

Reduction in regulatory duty on smuggling prone
to bring these items under legal imports and
reduction in regulatory duty on several industrial
inputs to decrease their cost of doing business.
Allowing the exemption on import of raw material
to those Nashiran-e-Quran also who do not have
their own in-house printing facility.

Extension upto the year 2023 on the Exemption
of customs duties is proposed on the imports for
setting up new industries in FATA areas.
Enhancing scope o