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COMMENTS ON THE FINANCE ACT, 2018 
 
 
 
The Comments on the Finance Act, 2018 contains a review of key changes by the Finance Act, 
2018 as they relate to Income Tax, Sales Tax and Federal Excise Duty. The amendments proposed 
by the Finance Bill, 2018 have now been enacted through the Finance Act, 2018 with some 
changes in the proposed amendments and also incorporating some new amendments. This 
document contains the review of changes proposed through Finance Bill as well as amendments 
enacted through the Finance Act. 
 
The provisions of the Finance Act, 2018 are generally applicable from 01 July 2018, unless 
otherwise specified. 
 
This document contains the comments, which represent our interpretation of the legislation, and 
we recommend that while considering their application to any particular case, reference be made 
to the specific provisions of the relevant statutes. 
 
These comments can be downloaded from our website at www.mzco.com.pk 
 
 
Karachi: July 10th, 2018 
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TAX CREDIT FOR INVESTMENT IN SHARES AND INSURANCE  SECTION 62 
 
A resident person, not being a company, is allowed a tax credit for; 

a) acquiring new shares offered by a public company listed on the stock exchange; 
b) sukuks offered by a listed company; or 
c) payment of life insurance premium to a life insurance company. 

 
This tax credit is limited to the extent of 20% of taxable income for the year, total cost of acquiring 
shares / sukuks or Rs. 1.5 million whichever is less. The Finance Act, 2018 has increased this 
threshold of Rs. 1.5 million to Rs. 2 million. 
 
 

EXTENSION OF TAX CREDITS UPTO 30TH JUNE, 2021     SECTION 65B, 65D & 65E 
 
The time limitation for following tax credits have been extended till the year 2021: 

a) Companies investing in extension, expansion and BMR (Section 65B); 
b) Newly established industrial undertakings owned by companies (Section 65D); and  
c) Industrial undertakings established before the first day of July, 2011 (Section 65E). 

 

PROVISIONS RELATING TO BANKING BUSINESS            SECTION 100A 
 
Previously, the Seventh Schedule to the Ordinance provided that the taxable income of a banking 
company be taken as the balance of income from all sources disclosed in the audited financial 
statements, while taking into consideration only the specified adjustments provided in the said 
Schedule. Thereby all the other provisions relating to the determination of tax liability in the 
Ordinance were not essentially applied to a banking company. 
 
Now the Finance Act, 2018 amends Section 100A to provide that the provisions related to the 
international taxation, double tax treaties, geographical source of income and anti-avoidance 
rules including adjustment for transaction between associates (Section 108) and re-
characterization of income and deductions (Section 109) be applied to the banking companies. 
 

TAX CREDITS FOR RELIGION AND CHARITABLE PURPOSES            SECTION 100C 
 
Income derived for religious and charitable purposes from various sources including profit on debt 
from scheduled banks is subject to 100% tax credit. The Finance Act, 2018 added profit on debt 
from microfinance bank as well for the purpose of this tax credit. 
 

GEOGRAPHICAL SOURCE OF INCOME                SECTION 101 
 
Vide Finance Act, 2018 it has been enacted that business income of a non-resident person shall 
be Pakistan-source income to the extent to which it is directly or indirectly attributable to import 
of goods, whether or not the title to the goods passes outside Pakistan, if the import is part of an 
overall arrangement for the supply  of  goods,  installation,  construction,  assembly,  commission,  
guarantees  or  supervisory activities and all or principal activities are undertaken or performed 
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Where  the  asset  of  a  non-resident  company  derives,  directly  or  indirectly,  its  value  wholly  
or principally from the assets located in Pakistan and the non-resident company holds, directly or 
indirectly, such assets through a resident company, such resident company shall, for the purposes 
of determination of gain and tax thereon shall furnish to the Commissioner within 60 days of the 
transaction of  disposal or alienation of  the asset by the non-resident company, the 
prescribed information or documents, in a statement as may be prescribed. 
 
The Commissioner may, by notice in writing, require the resident company, to furnish 
information, documents and statement within a period of less than 60 days as specified in the 
notice. 
 
The person acquiring the asset from the non-resident person shall deduct tax from the gross 
amount paid as consideration for the asset at the rate of 10% and shall be paid to the 
Commissioner by way of credit to the Federal Government through remittance to the 
Government Treasury or deposit in an authorized branch of the State Bank of Pakistan or the 
National Bank of Pakistan, within 15 days of the payment to the non-resident. 
 
The resident company, referred above, shall collect advance tax as computed from the non-
resident company within 30 days of the transaction of disposal or alienation of the asset by such 
non- resident company. 
 
Where the tax has been deducted and paid by the person acquiring the asset from the non-
resident person, the said tax shall be treated as tax collected/ paid and shall be allowed a tax 
credit for that tax in computing the tax. In case this gain is taxable under section 101A and also 
under any other provision of the Ordinance then the gain will be taxable under the other provision 
of the Ordinance. 
 
The tax to be deducted or to be collected shall be the higher of: 

a) 20% of A, where A = fair market value less cost of acquisition of the asset; or 
b) 10% of the fair market value of the asset. 

 
No tax shall be payable by the non-resident company in respect of gain under sub-section (8) of 
section 22 or capital gains under section 37 or 37A where tax has been collected, deducted or 
paid under section 101A. 
 

TRANSACTIONS BETWEEN ASSOCIATES     SECTION 108 
 
Previously the taxpayers were required to maintain record as provided in Section 108 (3) of the 
Income Tax Ordinance, 2001. The Finance Act, 2018 now enacts to bind the taxpayer to furnish 
the same to the Board master file and a local file containing documents and information as may 
be prescribed. 
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ii. in the tax year immediately preceding the tax year in which the investment, money, 
valuable article or expenditure is discovered by the Commissioner and is situated or 
incurred outside Pakistan and concealed income is foreign-source. 

 
An explanation has also been introduced to provide cover to the effect that in case of assets 
situated outside Pakistan or expenditure incurred outside Pakistan, explanation offered, 
regarding acquisition of such asset or expenditure from sources relating to tax year in which such 
asset was acquired or expenditure was incurred, shall not be rejected on the basis that the source 
does not relate to the tax year immediately preceding tax year in which the asset or expenditure 
was discovered by the Commissioner. 
 

IMMUNITY ON REMITTANCE FROM ABROAD          SECTION 111(4) 
 
Previously a person was not required to explain the nature as well as the source of any amount 
of foreign exchange which is remitted from outside Pakistan through normal banking channels 
and subsequently encashed into Pakistani Rupees by any scheduled bank. In order to curb money 
laundering an amendment has been made in section 111(4) of the Ordinance whereby persons 
would be required to explain the source of income / investment if the amount of foreign 
remittances in a year exceeds Rs.10 million. 
 

STATEMENT OF FOREIGN INCOME & ASSETS                               SECTION 116A, 114 & 118 
 
A new section 116A has been inserted whereby it has been made mandatory for resident 
individuals to furnish a foreign income and assets statement along with return of income if such 
individual earns foreign income equivalent to or exceeding USD 10,000/- or is the owner of foreign 
assets having a value equivalent to or exceeding USD 100,000-. The foreign income and assets 
statement shall contain particulars/details regarding total foreign assets and liabilities as on the 
last day of the Tax Year as well as details of foreign assets transferred to another person during 
the tax year and consideration received in lieu of such transfer. Complete particulars of foreign 
income earned and the expenditures incurred for earning such income shall also be furnished 
through this statement. 
 
Section 116A also empowers Commissioner to issue a notice requiring filing, to an individual who 
in his view is required to furnish this statement, on the date specified in the notice but has failed 
to do so. 
 
Necessary amendments have also been made in Section 114 and 118 to give effect to the filing 
requirement for statement under section 116A. 
 
Penalty of 2% of the foreign income or foreign assets for each year of default has also been 
introduced in Section 182 for not filing of foreign income and assets statement within the due 
date. 
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ADVANCE TAX PAID BY THE TAXPAYER                                                             SECTION 147 
 
A new proviso has been inserted after component A of section 147(4) whereby the taxpayer fails 
to provide turnover or the turnover for the quarter is not known, the same shall be taken to be 
one-fourth of 110% of the turnover of the latest tax year for which a return has been filed. 
 
It has also been enacted to provide clarity that estimates for reduction of advance tax shall be 
supported by necessary documentary evidence. 
 

IMPORTS         SECTION 148 
 
Tax collected in case of commercial imports was final tax. Now, these imports will be treated 
under minimum tax regime, whereby the tax collected at import stage will be compared to normal 
tax liability and the shortfall with the later needs to be paid along with return of income. 
Consequently, the option for normal tax regime available to importers under clause (56B) of Part 
IV of Second Schedule has also been withdrawn. Furthermore, the minimum tax on this income 
has been restricted to 5% of the import value as increased by customs duty, sales tax and FED. 
 
Moreover, concessional rates for import of coal at 4% for filers and 6% for non-filers have also 
been enacted. 
 

PAYMENTS TO NON-RESIDENTS ON ACCOUNT OF  
OFFSHORE DIGITAL SERVICES                        SECTION 152(1C) 
 
A new sub-section (1C) has been inserted to section 152 in order to make it mandatory on banks 
while remitting outside Pakistan any amounts on account of fee for offshore digital services, to 
non- residents on behalf of resident or PEs of non-residents to withhold tax at the prescribed rate 
under Division IV of Part I of First Schedule. 
 

PAYMENTS TO PE OF NON-RESIDENTS ON ACCOUNT OF SERVICES      SECTION 152(2B) 
 
A new sub-section 2B to section 152 has been inserted in order to make the tax withheld from PE 
of non-resident rendering services to be treated as minimum tax instead of advance tax. The 
concession and provisions applicable to cases of residents under clause 94 of Part IV of Second 
Schedule of the Ordinance will also apply to PEs of non-residents. 
 

PAYMENTS FOR GOODS, SERVICES AND CONTRACTS   SECTION 153 
 
Previously SRO 586(I)/1991 provided monetary limits of exemption from withholding of taxes on 
payments in respect of goods and services at Rs. 25,000 and Rs. 10,000 respectively in a financial 
year. The Finance Act, 2018 has not enhanced these limits to Rs. 75,000 and Rs. 30,000 
respectively. 
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(5) The Directorate-General may appoint any valuer or expert as it considers necessary for 
the purposes of determination of valuation including fair market value of immovable 
property. 

(6) The mode and manner of appointment of a valuer or expert shall be as may be prescribed. 
(7) The valuation made under sub-section (4) and reasons that consideration is less than the 

fair market value shall be recorded in writing. 
(8) No proceedings shall be initiated in respect of any immovable property after expiration 

of a period of six months from the end of the month in which the instrument of transfer 
in respect of such property is registered, recorded or attested. 

(9) The mode and manner of initiation of proceedings and acquisition of immovable property 
under this section shall be as may be prescribed: 

Provided that the proceedings shall not be initiated unless the transferee is 
provided with an opportunity of being heard and where the objection by the transferee, 
if any, is rejected by the Directorate-General, it shall record in writing the reasons for 
rejection through an order. 

(10) If the Directorate-General is satisfied with the objections or reasons furnished by the 
transferee or the transferor, it shall, by order in writing, declare that the property shall 
not be acquired under this section. 

(11) If after hearing the objections, if any, and after taking into account all the relevant 
material on record, the Directorate-General is satisfied that the fair market value of such 
property exceeds the consideration by more than fifty per cent of such consideration and 
that transfer as agreed to between the transferor and the transferee has not been truly 
stated in the instrument of transfer it may, after obtaining approval of the Board, make 
an order for acquisition of the immovable property under this section. 

(12) The transferee may prefer express appeal to the Appellate Tribunal of Immovable 
Property against the order of acquisition of any immovable property under sub-section 
(11) within sixty days of service of a copy of such order. 

(13) There shall be established an Appellate Tribunal of Immovable Property to exercise the 
powers conferred on the Tribunal under this section. 

(14) The appointment of members of the Tribunal, powers, functions, constitution of the 
Tribunal and mode and manner of disposal of appeals shall be as may be prescribed. 

(15) The  Appellate  Tribunal  may,  after  giving  the  appellant  and  the  Directorate-General  
an opportunity of being heard, pass such order as it thinks fit. 

(16) The transferee or the Directorate-General aggrieved by any order of the Tribunal may, 
within sixty days of the date on which the order under sub-section (15) is served, prefer 
an appeal against such order to the High Court. 

(17) As soon as may be after the order for acquisition of immovable property made under sub- 
section (11) becomes final, the Directorate-General may, by notice in writing, order the 
transferee or any other person who may be in possession of the immovable property to 
surrender or deliver possession thereof to the Directorate-General within thirty days of 
the date of the service of the notice. 

(18) The order referred to in sub-section (11) becomes final if either no appeal has been there 
against filed or on appeal filed before the Tribunal, the order is confirmed and no appeal 
is filed before the High Court or on appeal filed before the High Court the order is 
confirmed. 
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Thatta, Larkana, Mirpur Khas, Nawabshah, Peshawar, 
Mardan, Abbottabad, Kohat, Dera Ismail Khan, Quetta, Sibi, 
Loralai, Khuzdar, Dera Murad Jamali and Turbat 

5% of the bill ad valorem or 
Rs. 10,000 per function, 
whichever is higher 

For cities other than those mentioned above 

 
 

TAX ON PETROL PUMP OPERATORS AND DISTRIBUTORS            SECTION 236HA 
 
The Finance Act, 2018 has broadened the scope of withholding taxes on petrol pump operators 
as well as distributors who are not allowed commission or discount. The rates of deductible taxes 
are 0.5% and 1% of ex-depot sale price of specified products in case of filer and non-filer 
respectively. 
 

ADVANCE TAX COLLECTION BY EDUCATIONAL INSTITUTIONS            SECTION 236I 
 
Educational institutions are required to collect adjustable advance tax @ 5% where the annual 
fee exceeds Rs. 200,000. The Finance Act, 2018 has waived collection of this tax on an amount 
which is paid by way of scholarship. 

 
ADVANCE TAX ON PURCHASE OR TRANSFER OF  
IMMOVABLE PROPERTY                SECTION 236K 
 
Advance tax is collectible by local authorities, housing authorities, housing societies, co-operative 
societies and registrar of properties on purchase or transfer of immovable property. It has now 
been enacted to link collection of this advance tax with payment in installments too. 
 

ADVANCE TAX ON BANKING TRANSACTIONS OTHERWISE  
THAN THROUGH CASH                         SECTION 236P 
 
The Finance Act, 2018 has reduced the rate of tax to be collected on banking transactions 
otherwise than through cash from 0.6% to 0.4% of the transaction for non-filers. 

 
ADVANCE TAX ON PERSONS REMITTING AMOUNTS ABROAD THROUGH  
CREDIT OR DEBIT OR PREPAID CARDS               SECTION 236Y 
 
It has been enacted to collect advance tax on all foreign payments made through credit cards, 
debit cards or prepaid cards at the rate of 1% and 3% for filers and non-filers respectively. 
 

VALIDATION                                                                                                              SECTION 241 
 
The Finance Act, 2018 has enacted to provide validity to all orders passed, notices issued and 
actions taken by the Directorate-General (Intelligence and Investigation) and his subordinate 
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authorities notwithstanding any omissions, irregularities or deficiencies in its establishment or 
conferment of powers and functions.  
 
 
 

THE FIRST SCHEDULE 
PART-I 

DIVISION - I 
 
Rates of tax for individuals 
 
Tax rate table for tax year 2019 for every individual taxpayer is as follows: 
 

Slabs Tax Rates 

Where taxable income does not exceed Rs. 
400,000 

0% 

Where taxable income exceeds Rs. 400,000 
but does not exceed Rs. 800,000 

Rs. 1,000 

Where taxable income exceeds Rs. 800,000 
but does not exceed Rs. 1,200,000 

Rs. 2,000 

Where taxable income exceeds Rs. 1,200,000 
but does not exceed Rs. 2,400,000 

Rs. 2,000 + 5% of the amount exceeding Rs. 
1,200,000 

Where taxable income exceeds Rs. 2,400,000 
but does not exceed Rs. 4,800,000 

Rs. 60,000 + 10% of the amount exceeding Rs. 
2,400,000 

Where taxable income exceeds Rs. 4,800,000  Rs. 300,000 + 15% of the amount exceeding 
Rs. 4,800,000 

 
 
Rates of tax for AOPs 
 
Tax rate table for tax year 2019 for AOPs is as follows: 
 

Slabs Tax Rates 

Where taxable income does not exceed Rs. 
400,000 

0% 

Where taxable income exceeds Rs. 400,000 
but does not exceed Rs. 1,200,000 

5% of the amount exceeding Rs. 400,000 

Where taxable income exceeds Rs. 1,200,000 
but does not exceed Rs. 2,400,000 

Rs. 40,000 + 10% of the amount exceeding Rs. 
1,200,000 

Where taxable income exceeds Rs. 2,400,000 
but does not exceed Rs. 3,600,000 

Rs. 160,000 + 15% of the amount exceeding 
Rs. 2,400,000 

Where taxable income exceeds Rs. 3,600,000 
but does not exceed Rs. 4,800,000 

Rs. 340,000 + 20% of the amount exceeding 
Rs. 3,600,000 
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Where taxable income exceeds Rs. 4,800,000 
but does not exceed Rs. 6,000,000 

Rs. 580,000 + 25% of the amount exceeding 
Rs. 4,800,000 

Where taxable income exceeds Rs. 6,000,000  Rs. 880,000 + 30% of the amount exceeding 
Rs. 6,000,000 

 
DIVISION - II 
 
Rates of tax for Companies 
 
The corporate tax rate applicable to companies is 30% for the tax year 2018 which will be reduced 
to 25% gradually as follows: 
 

Tax year Rate of tax 

2018 30% 

2019 29% 

2020 28% 

2021 27% 

2022 26% 

2023 and onwards 25% 

 
Rates of tax for Small Companies 
 
The corporate tax rate applicable to small companies is 25% for the tax year 2018 which will be 
reduced to 20% gradually as follows: 
 

Tax year Rate of tax 

2018 25% 

2019 24% 

2020 23% 

2021 22% 

2022 21% 

2023 and onwards 20% 

 
 
DIVISION - IIA 
 
Super Tax 
 
The levy of super tax has been extended to tax year 2020, with gradual decrease in rate by 1% 
each year up to tax year 2021.  
 
The Finance Act, 2018 has specified the rate for a banking company, with zero rate for tax year 
2018 and gradual reduction of applicable tax rate by 1% from tax year 2019 to 2021. The rate for 
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tax year 2019, 2020 and 2021 shall be 4%, 3% and 2% respectively. For tax year 2019, the banking 
company is obliged to pay super tax on estimate basis, by 30th June 2018. 
 
 
DIVISION - IV 
 
Rates of tax on certain payments to non-residents 
 
Tax @ 5% of the gross amount of the fee for offshore digital services paid to a non-resident has 
also been inserted in this division along with the payment of royalty @ 15%. 
 
DIVISION - VII 
 
Rates of tax on capital gains on disposal of securities 
 
The capital gains on the early holding of securities, as defined in section 37A has been extended 
to the year 2019, particularly in case of the followings and for the securities acquired after 1st July 
2016: 
 

 Tax year 2019 

Filer Non-filer 

Where holding period of a security is 12 months or more but less 
than 24 months 

15% 20% 

Future commodity contracts entered into by members of Pakistan 
Mercantile Exchange 

5% 5% 

 
 

PART-II 
Rates of advance tax 
 
Persons importing coal will be charged advance tax @ 4% of the import value as increased by 
custom duty, sales tax and federal excise duty in case of a filer and @ 6% of such value in case of 
non-filer. 
 
 

PART-III 
DIVISION - I 
 
Advance tax on dividend 
 
A further proviso has been inserted in this division to state that the rate of advance tax on dividend 
received by an individual from a rental Real Estate Investment Trust (REIT) scheme shall be 7.5%. 
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SALES TAX 

 

 

FURTHER TAX                 SECTION 3(1A) 

A further tax @ 2% over and above the regular 17% was chargeable on supplies to persons who 
have not obtained sales tax registration in order to discourage dealings with non-registered person. 
Vide the Finance Act, 2018, this further tax has now been increased to 3%. 

 

INADMISSIBLE INPUT TAX             SECTION 8(1)(m) 

Sales tax paid on acquisition of certain items is considered as inadmissible input tax under section 8 
of the Sales Tax Act, 1990. Import of scrap of compressors falling under PCT heading 7204.4940 has 
now been included in the list of inadmissible items. 

 

TIME LIMIT TO PASS APPEAL EFFECT ORDER        SECTION 11B 

A new section has been has been inserted in the Sales Tax Act, 1990 for giving appeal effect to an 
appellate order within one year unless an appeal / reference there against has been filed. Parallel 
amendment has also been made in the Federal Excise Act, 2005. 

 

AUDIT TO BE CONDUCTED ONCE IN THREE YEARS ONLY   SECTION 25(2) 

It has been enacted that a composite audit in case of companies will be conducted once in three 
years. In fact, this provision has been introduced in all three taxation legislations i.e income tax, 
sales tax and excise duty. 

 

DIRECTORATE GENERAL, (INTELLIGENCE AND INVESTIGATION) INLAND REVENUE 

FBR has been granted power to specify the functions, jurisdiction and powers of the officers of this 
directorate through notification. Similar amendment has also been made in the Federal Excise Act, 
2005. 
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Nashiran-e-Quran as per quota determined by IOCO 
139 Fans for dairy farms 8414.5990 
140 Bovine semen  0511.1000 
141 Preparations for making animal feed 2309.9000 
142 Promotional and advertising material including technical 

literature, pamphlets, brochures and other give-aways of no 
commercial value, distributed free of cost by the exhibitors 

9920(3) 

143 Hearing aids (all types and kinds) and hearing assessment 
equipments 

9937 

145 Conditional exemption on the import (if not manufactured 
locally) of plant, machinery, equipment including dumpers 
and special purpose motor vehicles by M/s China State 
Construction Engineering Corporation Limited and M/s 
China Communication Construction Company for specified 
purposes 

Respective 
heading 

146 Conditional exemption on import of equipment by M/s 
China Railway Corporation for installation in Lahore Orange 
Line Metro Train Project 

Respective 
heading 

148 Conditional exemption on import (whether or not locally 
manufactured) of construction materials and goods by M/s 
China State Construction Engineering Corporation Limited 
for specified purposes provided that total incidence of 
exemptions of all duties and taxes in respect of construction 
materials and goods imported for the project shall not 
exceed ten thousand eight hundred ninety-eight million 
rupees. 
 
The above stated limit will include the exemption availed 
before 30th June 2018 under the provisions of the Sales Tax 
Act, 1990, the Customs Act, 1969, the Federal Excise Act, 
2005 and the Income Tax Ordinance, 2001 and notification 
issued thereunder 

 

149 Micro feeder equipment 8437.8000 
 
b) Import or supply of following items have been exempted from levy of sales tax. Previously 
these items were subject to reduced rate under Eighth Schedule to the Sales Tax Act, 1990. 
Corresponding amendments have been enacted to omit such entries from the Eighth Schedule. 
 

ENTRY 
# DESCRIPTION HS CODE 

138 Fish feed Respective 
heading 

144 Liquefied Natural Gas imported by Fertilizer manufactures 
for use as feed stock 

2711.1100 
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c) Exemption on import or supply of following items has been enacted. Previously this exemption 
was available under SRO 641(I)/2017 dated July 13, 2017. 
 

ENTRY 
# 

DESCRIPTION HS CODE 

147 Goods supplied to German Development Agency GIZ Respective 
heading 

 
d) Following items have been exempted from levy of sales tax subject to specified conditions 
through insertion in Table III to the Sixth Schedule to the Sales Tax Act, 1990. 

 

ENTRY 
# DESCRIPTION HS CODE 

18 Following parts for assembling and manufacturing of 
personal computers and laptops: 
(i) Bare PCBs 
(ii) Power amplifier 
(iii) Microprocessor/ Controllers 
(iv) Equipment for  SMT manufacturing 
(v) Laptop batteries 
(vi) Adopters 
(vii) Cooling fans 
(viii) Heat sink 
(ix) Hard Disk SSD 
(x) RAM / ROMs 
(xi) System on Chip / FPGA-IC 
(xii) LCD / LED Screen 
(xiii) Motherboards 
(xiv) Power supply 
(xv) Optical drives 
(xvi) External ports 
(xvii) Network cards 
(xviii) Graphic cards 
(xix) Wireless cards 
(xx) Micro phone 
(xxi) Trackpad   

 
 
 
 
8534.0000 
8542.3300 
85.42 
8486.2000 
 
8506.5000 
 
8504.4020 
8414.5190 
7616.9920 
8471.7020 
8471.7060 
8471.7090 
85.42 
8528.7211 
8534.0000 
84.73 
8471.7040 
8536.2090 
8517.6990 
8471.5000 
8517.6970 
8518.3000 
8471.6020 

19 Plant and machinery, except the items listed under Chapter 
87 of the Pakistan Customs Tariff, imported  for  setting  up 
of a Special Economic Zone (SEZ) by zone developers and for 
installation in that zone by zone enterprises, on one time 

9917(2) 
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basis as prescribed in the SEZ Act, 2012 and rules thereunder 
subject to specified conditions 

 
e) Following items have been exempted from levy of sales tax. Previously these items were 
exempt under SRO 335(I)/1991 dated April 6, 1991. 
 

ENTRY 
# DESCRIPTION HS CODE 

17 Machinery, equipment, raw materials, components and 
other capital goods for use in building, fittings, repairing or 
re-fitting of ships, boats or floating structures imported by 
Karachi Shipyard and Engineering Works Limited 

Respective 
heading 

23 Match boxes Respective 
heading 

 

EIGHTH SCHEDULE 

a) Reduced rate of tax on agricultural tractors PCT heading 8701.9020 has been substituted with 
PCT headings 8701.9220 and 8701.9320 (Agricultural tractors, having an engine capacity exceeding 
26kW but not exceeding 75kW) at serial number 25 of Table I; 
 
b) Sales tax has been reduced from 7% to 5% in respect of following items 

SERIAL # 
OF TABLE 

1 
DESCRIPTION 

26 Tillage and seed bed preparation equipment: 
27 seeding or planting equipment 
28 irrigation, drainage and agro-chemical application equipment 
29 harvesting, threshing and storage equipment 
30 post-harvest handling and processing & miscellaneous machinery 

c) All fertilizers are now subject to sales tax @ 3%. 
 
d) Sales tax rate has been reduced from 10% to 5% for natural gas (if supplied to fertilizer plants 
for use as feed stock in manufacturing of fertilizer). 
 
e) Following items have been subjected to lower rate: 

SERIAL 
# OF 

TABLE 
1 

DESCRIPTION PCT HEADING RATE OF TAX 

50 LNG 2711.1100 12% 
51 RLNG 2711.2100 12% 
52 Fertilizers Respective 

headings 
2% 



        COMMENTS ON FINANCE ACT, 2018 

 
 

Muniff Ziauddin & Co.                               32                             An independent  Member  Firm of  
Chartered Accountants                                                                                        BKR International  

 
 

53 The following cinematographic 
Equipment imported during the 
period commencing on the 1st day of 
July, 2018 and ending on the 30th day 
of June, 2023. 

  

53 (i) Projector 
(ii) Parts and accessories for 
projector 
(iii) Other instruments and 
apparatus for cinema 
(iv) Screen 
(v) Cinematographic parts and 
accessories 
(vi) 3D Glasses 
(vii) Digital Loud Speakers 
(viii) Digital Processor 
(ix) Sub-woofer and Surround 
Speakers 
(x) Amplifiers 
(xi) Audio rack and termination 
board 
(xii) Music Distribution System 
(xiii) Seats 
(xiv) Recliners 
(xv) Wall Panels and metal profiles 
(xvi) Step Lights 
(xvii) Illuminated Signs 
(xviii) Dry Walls 
(xix) Ready Gips 

9007.2000 
9007.9200 
 
 
9032.8990 
 
 
9010.6000 
9010.9000 
 
 
9004.9000 
8518.2200 
 
8519.8190 
8518.2990 
 
8518.5000 
7326.9090 
8537.1090 
8519.8990 
 
9401.7100 
9401.7900 
7308.9090 
 
9405.4090 
9405.6000 
6809.1100 
3214.9090 

5% 

54 lithium iron phosphate 
battery (Li-Fe- PO4) 

8506.5000 12% 

55 Fish babies/ seedlings Respective 
headings 

5% 

56 Potassium Chlorate (KCLO3) Respective 
headings 

17% along 
with Rs. 40 
per kg 

57 Rock phosphate Respective 
headings 

10% 

 
f) Value addition tax of 3% chargeable on import of LNG under Rule 58B of the Sales Tax Special 

Procedure Rules, 2007 has been waived off. 
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g) Capital goods otherwise not exempted for Transmission Line Projects (respective headings) 

have been subject to reduce rate of sales tax @ 10%, subject to specified condition, through 
insertion in Table-2. 
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FEDERAL EXCISE DUTY 

 
 
 

ENHANCED FED ON CIGARETTES AND CEMENT  
 
The levy of excise duty on locally manufactured cigarettes and Cement have been enhanced 
respectively by 6% and 20% in the following manner: 
 
Table I of First Schedule 
 

DESCRIPTION AMOUNT OF DUTY 

CIGARETTES Previous Revised 

   For on-pack printed 
retail price exceeding Rs 
4,500 per 1,000 cigarettes. 
 

 
Rs 3,740 per 

1,000 cigarettes 

 
Rs 3,970 per 

1,000 cigarettes 

   For on-pack printed 
retail price between Rs 
2,925 and Rs 4,500 per  
1,000 cigarettes. 
 

 
 

Rs 1,670 per 
1,000 cigarettes 

 
 

Rs 1,776 per 
1,000 cigarettes 

  For on-pack printed 
retail price up to 
Rs 2,925 per 1,000 cigarettes. 
 

 
Rs 800 per 

1,000 cigarettes 

 
Rs 854 per 

1,000 cigarettes 

CEMENT  
 
 

Portland cement, aluminous 
cement, slag cement, super 
sulphate cement and similar 
hydraulic cements, whether or 
not coloured or in the form of 
clinkers 

 
 
 

Re. 1.25 per Kg. 

 
 
 

Re. 1.5 per Kg. 
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Table II of First Schedule 
 

DESCRIPTION AMOUNT OF DUTY 

 Revised rate 

Facilities for Travel 
(a) Services provided or 

rendered in respect of travel 
by air of passengers within 
the territorial jurisdiction of 
Pakistan 

(b) Long routes 
 

 
Rs. 2,000 

 
 
LEVY ON FED ON MOBILE PHONES  

 
The Federal Board of Revenue shall collect levy on Mobile handsets valuing in excess of  
Rs. 10,000 in the following manner: 

 
CATEGORY OF SMARTPHONE RATE OF LEVY PER SET 
For sets having import value (including duties and taxes) 
between Rs 10,000 and Rs 40,000. 

 
Rs. 1,000 

For sets having import value (including duties and taxes) 
between Rs 40,000 andRs 80,000. 

 
Rs. 3,000 

For sets having import value(including duties and taxes) 
exceeding Rs 80,000 

 
Rs. 5,000 

  
COMMISSION PAID BY STATE BANK OF PAKISTAN TO BANKS 
 
Duty has been exempted on commission paid by State Bank of Pakistan and its subsidiaries to banking 
companies for handling banking services of Federal/ Provincial Government. 
 
This exemption is neutral from revenue perspective and seemingly aims administrative ease. 
 
EXEMPTION OF DUTY ON IMPORT OF EQUIPMENT/ MATERIALS BY CONTRACTORS OF SPECIFIED 
INFRASTRUCTURE PROJECTS 
 
In line with exemptions from sales tax, duty has also been exempted in respect of following to certain 
procedural requirements: 
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Table-I (Goods) 
 
DESCRIPTION 
Import of equipment (machinery, apparatus, materials etc.) by M/s China Railway Corporation for 
installation in Lahore Orange Line Metro Train Project. 

Import of construction material and goods imported by M/s China State Construction Engineering 
Corporation Limited for construction of Sukkar-Multan section of Karachi-Peshawar Motorway with 
exemption for all duties/taxes capped at Rs 10.9 billion. 
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