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Profession Leader  to provide highest quality services to our 
clients with complete independence and integrity by 
professionally trained, committed & motivated team.

Environment  conducive to creativity, job security, personal 
growth and development of team members with adherence to 
ethical practices.

Training Facilities with dedication to groom professionals with 
the aim to make them leaders in chosen disciplines.
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PREAMBLE

Al-Quran

Then which of  the favors of your Lord 
will you deny ?  

Alhamdulillah!

RIAZ AHMAD SAQIB GOHAR & CO. RASG is pleased to present the ‘highlights, 
comparison and comments’ on this year’s budget with a, “Fitness for Growth” theme, 
to its client, friends and associates. While developing this document every endeavor 
has been made to keep the presentation simple, with the view to help our readers 
understand the amendments in the various statutes through the Finance Bill, 2018.

This commentary reflects our understanding of the legislation and we recommended 
that reference should be made to the precise wording of the Bill wherever necessary. 
We would also recommend that the professional advice should be sought before 
acting upon any of the amendments.

The current budgetary measures are the last proposals being introduced by the 
present government. When the government is at the blink of completing its term; its 
possess an extra responsibility and one can also judge the sincerity with which it is 
handing over the matters to its successors. In its latest endeavor, two important 
measures were introduced by giving the opportunity to the citizens of Pakistan to 
declare both their domestic and foreign assets. It is too early to forecast and predict 
the fate of these measures; however much will depend upon how the people 
perceive the government ‘s intention to effectively implement the stringent 
measures for those who fail to avail the schemes. 

It goes without saying that we at RASG cherish our mutual respect and strive to 
excel. It is our team work which makes us proud and enable us to serve our clients 
in a most effective manner. 

Gohar Manzoor
Founder & Managing Partner

Karachi: April 28, 2018
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Pakistan has always been an economy which has never utilized its true potential. As per the Economic 
Survey the Gross Domestic Product (GDP) of Pakistan has expanded by 5.8% in 2018 being the 
highest recorded during previous 13 years. GDP Growth Rate of Pakistan has averaged 4.91 % from 
1952 until 2017, reaching an all-time high of 10.22% in 1954 and a record low of -1.80% in 1952. 

HISTORICAL GROSS DOMESTIC PRODUCT (GDP) GROWTH RATE TREND

SECTOR WISE CONTRIBUTION TO THE GDP 

ECONOMIC OVERVIEW 
INTRODUCTION

05TAX COMMENTARY



The Table below reveals that Forestry was the major contributor in the Agricultural Sector, 
Construction played a key role in Industrial Sector while  wholesale and the retail trade in the Services 
Sector was the leader in contributing major growth to the GDP. No doubt in the recent years’ retail 
sector has gained momentum; attracting major investment.   

The main reason for this volatility is said to be political instability, lack of planning and inconsistent 
economic policies. This leads us to seek answer as to what are the characteristics of the economic that 
can be termed as “Fit for Growth”; growth which is sustainable in order to reap its long term benefits 
and push the economy towards an upward trend. In the ensuing paragraphs we analyze Pakistan’s 
economy in the perspective of “Fit for Growth”.

WHAT MAKES AN ECONOMY FIT FOR GROWTH?

A growing economy is like living organism showing signs of 
life and is able to survive in the toughest conditions.  One can 
relate such characteristic to a “Plum Blossom” flower also 
known as the meihua (梅花); i.e. the national flower of the 
Republic of China. The flower is a symbol of resilience and 
perseverance in the face of adversity, because plum blossoms 
often blooms most vibrantly even amidst the harsh winter 
snow. 
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HIGH LITERACY RATE:

Education is the vehicle for human resource development and 
literacy is the pre-requisite to consult and benefit from major 
sources of information and knowledge in today’s world. Hence, 
for an economy to be “Fit for Growth” it is necessary that 
literacy rates should be at an ideal point in order to stimulate 
growth. Currently the literacy rate of Pakistan is ranging 
between 58% to 60% which is rather low for our developing 
economy to be fit for sustainable growth. 

ELEMENTS OF AN ECONOMY ‘FIT FOR GROWTH’

Resilience and perseverance even though are important they do not fully describe the characteristics 
needed for an economy in order to be “Fit for Growth”. As portrayed below a growing needs to have 
at least the following characteristics: 

According to a survey conducted by the World Bank, the expenditure incurred 
by the government is only approximately 2.8% (2017: 2.2%) of the country’s 
entire GDP. Although it is showing an upward trend from past years, the 
increase is at a rather slow pace. 
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GROWTH STIMULATING MONETARY POLICIES

A monetary policy which creates harmony between 
expenditure and savings is a necessary ingredient in a “Fit for 
Growth” theorem. The government ensures this harmony 
through managing interest rates, ensuring price stability and 
controlling the supply of money. Interest rates have followed a 
downward trend during the past years which indicates the 
objective of the government to encourage expenditure and 
make financing affordable

IMPROVED HEALTH FACILITIES

Human capital is an important resource in the economic 
environment of any country and to ensure quality health 
facilities as provided by the state play a pivotal role in making 
an economy “Fit for Growth”. A healthy labor force ensures 
high productivity in the work environment stimulating growth 
in the economy.
Pakistan has been working hard to join the league of countries 
who have successfully eradicated polio as last year only 2 cases 
were reported. It is expected that within the next year polio will 
be eradicated completely from our country. Despite these
efforts the expenditure being incurred in the health sector is rather low; i.e. 1.12% of the GDP of 
Pakistan in the current financial year which shows a slight improvement from the previous year being 
0.91%. 

According to latest monetary compendium issued by the State Bank of Pakistan, 
inflation rate is estimated to be 4% as compared to 3.6% last year. A major 
misconception in the minds of people is that inflation is unfavorable. A general and 
persistant increase in price levels stimulates growth in an economy, hence it cannot be 
regarded as undesirable.

TECHNOLOGICAL ADVANCEMENTS

In this era of advanced Information Technology, research and 
development in this field has become essential for an economy 
to become “Fit for Growth” via innovation. The use of outdated 
machinery and lagging behind in the race for technological 
advancements would render the economy not being able to 
compete in the international market. Pakistan is not on par with 
some of the developing economies of the world in terms of 
technological advancements. Our last significant breakthrough 
in the field of Information technology was the introduction of 
4G and 3G technology in the telecommunication spectrum 
back in 2014. 

Technological advancement is positively correlated to investment in the education sector of the 
country which explains our current position.
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QUALITY TRANSPORT AND INFRASTRUCTURE FACILITIES

Transportation and infrastructure facilities are an essential component in the “Fit for Growth” mix. 
These facilities are aimed at ensuring that goods are transported in a timely manner and reach their 
destinations safely. 

Economies are known to prosper in the past when their transportation and 
infrastructure facilities have shown drastic improvements for example 
Dubai. Emirates Airlines has become one of the world’s largest in the world 
with currently 244 aircrafts operating in its fleet and reporting a profit of 340 
Million Dollars during the financial year ended 2017. On the other hand, 
Pakistan International Airlines which founded in 1946 currently has 33 
aircrafts in its fleet currently reports a loss of roughly 388 Million Dollars. 
This comparison indicates a major room for improvement for our national 
flag carrier which is on the verge of being privatized.

All is not gloomy in the transportation and infrastructure sector of the 
country as the 136 KM. M-9 motorway from Karachi to Hyderabad has been 
substantially completed along with several other projects making inter-city 
travelling more convenient and reducing journey times for goods 
transporters. This is the result of the on-going China Pak Economic Corridor 
(CPEC) project which aims to connect Gawadar port to Khunjerab and 
onwards to China. The estimated total length of the road development 
projects ongoing for the purpose of CPEC is 2,497 KM

The economy has recently embarked on the expedition for providing better 
public transport facilities for the citizens of the country with projects such as 
the Karachi Green line project underway. This project is the first phase of the 
Karachi Metro bus project which aims to improve connectivity with in the 
financial hub of the country which has been deprived of the basic public 
transport needs for many years. 

Under the Public Private Partnerships, Pakistan Railways has started several 
trains such as the reknown business train to cater to the needs of business 
community and general public. During the Financial Year ended 2018, 74 
Kms of track was rehabilitated on the Pakistan Railway network besides 
laying of new tracks. However, there is still room for improvements in order 
for this sector to become a contributory towards the "Fit for Growth" mix of 
our economy.

Pakistan and China are executing Cross-border fiber optic project 
(Khunjerab-Rawalpindi). Completion of the 820 KM long cable  is planned in August 
2018. The project will surely support IT Sector development in Northern parts of the 
country.

09TAX COMMENTARY



IMPROVED FINANCING FACILITIES

Finance is an essential component for any organization within 
an economy to grow and chase its strategic objectives. The 
growths of these organizations are directly related to the GDP 
of the economy. Hence, in order for an economy to meet the 
“Fit for Growth” criteria, it must provide convenient and 
affordable financing facilities. As discussed earlier, the lending 
rates and interbank rates have been following a downward 
trend making finance more affordable. 

The Credit to the Private Sector (CPS) has increased to Rs. 747.9 billion in the financial year ended 
2017 as compared to Rs. 446.5 billion in 2016. On year on year basis, it registered growth of 16.8%. 
CPS in terms of GDP inched up to 5 years high during the financial year ended 2017. During the 
financial year ended 2018 the economy continued to benefit from higher development spending, 
accommodative monetary policy and progress on CPEC related projects along with global economic 
recovery.

One can conclude that as far as the results are concerned definitely the economy has shown positive 
signs for growth. Now it would be the responsibility of the coming government to keep up with the 
pace and grow. 

Since Pakistan is an agricultural intensive economy, the 
importance of microfinance facilities is great. The target 
market of the microfinance sector in Pakistan is 
estimated to be 25 to 30 million borrowers and the 
government has set the outreach goal posts to at least 15 
million by 2020. According to the State Bank of 
Pakistan’s (SBP) official policy, the role of microfinance 
is: “Pivotal for inclusive and sustainable economic 
growth of the country; crucial to livelihood creation; and 
a key driver of grass-root level development.” 

According to a recent research carried out on the sector 
by Pakistan Economic and Social Review, although the 
microfinance sector in Pakistan adopted an extensive 
growth strategy (over the last decade) and made some 
good progress in various indicators of outreach and 
performance, yet the challenge remains for increasing 
the breadth, depth and scope of its outreach at a low or 
lower cost.
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HIGHLIGHTS: 

Minimum threshold increased for individual taxpayers upto Rs. 1,200,000/- from Rs. 400,000/- 
subject to nominal tax payment i.e. Rs. 1,000/- payment upto income of Rs.  800,000/- and; Rs. 
2,000/- payment upto income of Rs. 1,200,000/-.

Tax slabs for Individuals reduced from maximum 35% to maximum 15% 

Tax slabs for AOP reduced from maximum 35% to maximum 30%

Tax slabs for corporate sector i.e. for Companies to be gradually reduced @ 1% per year i.e. upto 
25% till Tax Year 2023

Basic threshold attracting no with-holding tax deduction provisions against payment of services 
enhanced from Rs. 10,000/- to Rs. 30,000/- and; against payment of goods from Rs. 25,000 to Rs. 
75,000/-.

Bonus shares granted exmption from tax

Super Tax extended upto Tax Year 2021 with gradual reduction of 1% per year till Tax Year 2021

Automatic selection from audit u/s 214D for Late Filers of Income Tax Returns withdrawn

Late filers to be penalized by categorizing them as NON ACTIVE TAX PAYER with bar on 
adjustment of their carry forward losses upto 01 year

Relaxation from re-selection from audit upto next 2 subsequent years provided 

Grant of automatic stay from recovery proceedings subject to 10% payment instead of 25%

Rate of tax for advance tax collection on bank transactions for Non-Filers reduced from 0.6% to 
0.4% with PER DAY aggregate limit of Rs. 50,000/- from all bank accounts

Taxability and adjustment under Normal regime for advance tax collection on commission by 
Stock Exchange from FTR Regime restored

Online notice servicing as valid notice without subject  to its servicing vides manual mode of 
courier or postal approved

Advance tax deduction on dividends of Rental REIT reduced by 5%

Tax Credit u/s 65B, 65D & 65E extended upto Tax Year 2021

Non-Filers barred from purchase of property and motor vehciles

INCOME TAX
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Further enhancement of advance tax with-holding for Non-Filers on payment of supplies and 
contracts

Advance tax collection on purchase/transfer of property u/s 236K on their advance payments made 
applicable

Penalty of late/non filing of withholding tax statement from maximum penalty of Rs. 10,000/- to 
maximum of Rs. 5,000/- subject of filing thereof within 3 months reduced.

Commercial Importers not to be covered under final tax regime. Advance tax collection u/s 148 to 
be Minimum Tax.

Limit fixed for adjustment of unabsorbed depreciation

Introduction of provisions regarding explanation of source of income on account of foreign 
remittances of above Rs. 10 Million during a tax year and; filing of statement of foreign Income 
and Assets on earning of foreign income above USD 10,000/- or; having owned foreign assets 
value exceeding USD 100,000/-

Rate of further tax on supply of taxable goods to unregistered persons enhanced from 2% to 3%. 

Powers of Federal Government, which were earlier transferred to the Federal Minister-in-charge, 
are now restored.

Adjustment of input tax on import of scrap of compressors withdrawn. 

Introduction of an appeal effect order to be passed within one year to give effect to the findings or 
directions of the Commissioner (Appeals), Appellate Tribunal, High Court or Supreme Court.

Sales tax audit to be conducted only once in every three years.

FBR authorized to specify the functions and jurisdictions of the Directorate General (Intelligence 
and Investigation) and its officers and confer the powers in line with the powers being exercised 
by Officer of Inland Revenue. 

Rate of default surcharge fixed at 12%. Earlier it was KIBOR plus 3% per annum.

Chief Commissioner no longer empowered to post Officers of Inland Revenue to the premises of 
registered person. Now these powers are only vested with the FBR. 

Revamping the mechanism of Alternate Dispute Resolution (ADR) making the recommendation 
of ADR Committee binding on both parties. 

Minimum threshold for obtaining stay order till disposal of appeal by the Commissioner (Appeals) 
reduced from 25% to 10%. 

SALES TAX 
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Validation provided to all the previous orders passed, notices issued and actions taken by the 
Directorate General (Intelligence and Investigation), Inland Revenue. 

Sales tax levied at standard rate of 17% on import and supplies of furnace oil.

Input tax adjustment allowed to five export-oriented sectors on packing materials.

Sales tax rate for steel sector enhanced to Rs 13 per unit of electricity consumed.

Rate of sales tax for other allied steel industries i.e. ship breakers and re-rollers rationalized.

Widened the scope of services under Islamabad Services Tax Laws.

Zero rating granted to stationery items

Import or supply of paper, fish feed, fans for dairy farms, bovine semen, preparations for making 
animal feed and certain plant, machinery equipment items.

LNG imported by fertilizer manufacturers for use as feed stock

Import of plant and machinery on one-time basis for setting up of special economic zone.

Extra tax and further tax @ 2% for Pakistani foam manufacturers.

Value addition tax on import of second hand worm clothing and footwear.

Value addition tax at 3% on import of LNG.

All types and kinds of imported hearing aids.

21 types of computer parts imported by manufacturers registered certified by EDB.

Import of machinery, equipment, raw materials, components and other capital goods for use in 
building, fittings, repairing or refitting of ships, boats or floating structures by Karachi Shipyard 
and Engineering Works Limited.

Reduce sales tax rate on agriculture machinery from 7% to 5%. 

Reduced rate on supply of natural gas from 10% to 5%.

Levy of sales tax at a reduced rate of 3% on all fertilizers across the board.

Reduction in sales tax rate on LNG imported by PSO and PLL from 17% to 12%.

Reduced rate on supply of RLNG by PSO and PLL to SNGPL from 17% to 12%.

Various Exemptions / Withdrawal Granted from Levy of Sales Tax Proposed

Various Reduction in Sales Tax Rate Proposed 
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Levy of sales tax at reduced rate of 5% on import of 19 items of cinematographic equipment 
imported during the period commencing on July 1, 2018 and ending on June 30, 2023.

Reduction in levy of sales tax on import of lithium iron phosphate batteries from 17% to 12%.

Levy of a non-adjustable / non-refundable sales tax at a rate of 5% on capital goods for 
Transmission Line Projects. 

Reduced rate of 6% on import of leather products ready for use.

Powers of Federal Government, which were earlier transferred to the Federal Minister-in-charge, 
are now restored.

Rate of default surcharge fixed at 12%. Earlier it was KIBOR plus 3% per annum.

Introduction of an appeal effect order to be passed within one year to give effect to the findings or 
directions of the Commissioner (Appeals), Appellate Tribunal, High Court or Supreme Court.

Excise audit to be conducted only once in every three years.

Chief Commissioner no longer empowered to post Officers of Inland Revenue to the premises of 
registered person. Now these powers are only vested with the FBR. 

Revamping the mechanism of Alternate Dispute Resolution (ADR) making the recommendation 
of ADR Committee binding on both parties. 

Minimum threshold for obtaining stay order till disposal of appeal by the Commissioner (Appeals) 
reduced from 25% to 10% of the amount of duty due.

Validation provided to all the previous orders passed, notices issued and actions taken by the 
Directorate General (Intelligence and Investigation), Inland Revenue.

Enhanced FED on cigarette and cement products.

Exemption from levy of FED granted on equipment imported by China Railway Corporation for 
Lahore Orange Line Metro Train Project subject to certain conditions

Exemption from levy of FED on commission paid by SBP and its subsidiaries to NBP or any other 
banking company for handling banking services of Federal or Provincial Government as SBP’s 
agent.

Introduction of health levy on tobacco and mobile handset levy.

FEDERAL EXCISE DUTY
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CUSTOM DUTY
Extension in the customs enforcement activities in the sea up to 24 nautical miles from existing 12 
nautical miles (1 nautical mile = 1.852 kilometer) thus bringing the same in line with the 
international standards.
 
Restoration of powers of the Federal Government to issue notification under the customs 
regulation and rules.

Legal cover for utilizing any data obtained through mutual assistance agreements, for the purpose 
of assessment and valuation provided 

The Collector (Appeals) empowered to grant stay against recovery of duty/taxes for a maximum 
period of 30 days when an appeal has been filed.

Additional custom duty to be increased from 1% to 2%.

The first and fifth schedules are being amended for relief measures and tariff rationalization. 
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AMENDMENTS IN THE FIRST & FIFTH SCHEDULE
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