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C.No.4(36)IT-Budget/2019 Islamabad, the 30"July, 2019

Circular No. 09 of 2019
(Income Tax)

SUBJECT:- FINANCE ACT, 2019 - EXPLANATION OF IMPORTANT
AMENDMENTS MADE IN THE INCOME TAX ORDINANCE, 2001

Finance Act, 2019 has brought about certain amendments in the Income Tax

Ordinance, 2001. Some significant amendments are explained hereunder:-

1. Definitions of terms related to offshore tax evasion and consequent
penalty and prosecution [Sections 2, 145, 182, 192B &195B]

Through the Finance Act, 2019, the term "offshore asset" has been defined by
inserting a new clause (38AA) in section 2 which includes any movable or
immovable asset held, any gain, profit or income derived, or any expenditure
incurred outside Pakistan. The term "offshore evader" has been defined by inserting
a new clause (38AB) in section 2 and it means a person who owns, possesses,
controls, or is the beneficial owner of an offshore asset and does not declare, or
under declares or provides inaccurate particulars of such asset to the
Commissioners. Penalty has also been provided in serial No.22 in sub-section (1) of
section 182 that where an offshore tax evader is involved in offshore tax evasion in
the course of any proceedings under this Ordinance before any income tax authority
or the appellate tribunal, such person shall pay a penalty of Rs.100,000 or an
amount equal to 200% of the tax sought to be evaded, whichever is higher.
Prosecution for concealment of an offshore asset has been provided by inserting a
new section 192B according to which any person who fails to declare an offshore
asset to the Commissioner or furnishes inaccurate particulars of an offshore asset
and the revenue impact of such concealment or furnishing of inaccurate particulars is
ten million rupees or more shall commit an offence punishable on conviction with
imprisonment up to three years or with a fine up to Rs.500,000, or both.

A new sub-section (5) has been added in section 145 as per which the
Commissioner may freeze any domestic asset of a person where on the basis of

information received from an offshore jurisdiction, the Commissioner has reason to
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believe that such person who is likely to leave Pakistan may be involved in offshore
tax evasion or such person is about to dispose of any asset. The Commissioner may
freeze any domestic asset of the person including any asset beneficially owned by
such person for a period of 120 days or till the finalization of proceedings including
recovery proceedings and any other proceedings under the Ordinance, whichever is

earlier.

The term "offshore enabler" has been defined by inserting a new clause
(38AC) in section 2 to include any person who enables, assists, or advises any
person to plan, design, arrange or manage a transaction or declaration relating to an
offshore asset, which has resulted or may result in tax evasion. Penalty has been
provided in serial no. 23 of sub-section (1) of section 182 that where in the course of
any transaction or declaration made by a person an enabler has enabled, guided,
advised or managed any person to design, arrange or manage that transaction or
declaration in such a manner which has resulted or may result in offshore tax
evasion in the course of any proceedings under the Ordinance, such person shall
pay a penalty of Rs.300,000 or an amount equal to 200% of the tax which was
sought to be evaded, whichever is higher. Prosecution for enabling offshore tax
evasion has been provided by inserting a new section 195B to the effect that any
enabler who enables, guides or advises any person to design, arrange or manage a
transaction or declaration in such a manner which results in offshore tax evasion,
shall commit an offence punishable on conviction with imprisonment for a term not
exceeding seven years or with a fine up to five million rupees or both.

The term "asset move" has been defined by inserting a new clause (5C) in
section 2 and it means the transfer of an offshore asset to an unspecified jurisdiction
by or on behalf of a person who owns, possesses, controls or is the beneficial owner
of such offshore asset for the purpose of tax evasion. An unspecified jurisdiction
means a jurisdiction which has not committed to automatically exchange information
under the Common Reporting Standard with Pakistan. The term "specified
jurisdiction" has been defined by inserting a new clause (60A) in section 2 and it
means any jurisdiction which has committed to automatically exchange information
under Common Reporting Standard with Pakistan. Penalty has also been provided in
serial 24 of sub-section (1) of section 182 that any person who is involved in asset
move from a specified to un-specified territory shall pay a penalty of Rs.100,000 or
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2. Tax on profit on debt [Section 7B, Division IlIA of Part | of the First
Schedule]

Every person, other than a company, receiving profit on debt from persons

mentioned in clauses (a) to (d) of sub-section (1) of section 151 are separately taxed
at the rates provided in Division [IIA of Part | of the First Schedule. Prior to the
Finance Act, 2019, the rates were 10% where profit on debt was up to Rs.5 million,
15% where profit on debt was more than 5 million but not more than Rs.25 million
and 15% where profit on debt exceeded Rs.25 million. Through the Finance Act,
2019, the rates of imposition of tax under section 7B mentioned in Division [lIA, Part |
of the First Schedule have been enhanced as given hereunder:-

S. No. | Profit on debt Rate of tax

(1) (2) (3)

i 8 Where profit on debt does not exceed | 15%
Rs.5,000,000

2. Where profit on debt exceeds Rs.5,000,000 but | 17.5%
does not exceed Rs.25,000,000

3. Where profit on debt exceeds Rs.25,000,000 but | 20%";
does not exceed Rs.36,000,000

Where the profit on debt exceeds Rs.36 million in a tax year, section 7B will
not be applicable and the profit on debt will not be separately taxed for persons other
than companies. In such cases, profit on debt will be chargeable to tax under the
head, "Income from other sources" under section 39 and tax shall be imposed at the
rates specified in paragraph (1) or (2), as the case may be, of Division |, Part | of the
First Schedule.

3. Income from property [Section 15, 15A, Division VIA of Part | of the First
Schedule & Division V of Part lll of the First Schedule]

Income from property derived by an individual or an association of persons is
separately taxed on the gross amount of rent at rates specified in Division VIA of
Part | of the First Schedule. Deductions in computing income under the head,
"Income from property” were not allowed to individuals and associations of persons.

The rate of tax on the gross amount of rent was as under:-

S # Gross amount of rent Rate of tax
1, Where gross rent does not exceed Rs.200,000 Nil
Where the gross amount of rent exceeds Rs.200,000 | 5% of the gross
but does not exceed Rs.600,000 amount exceeding
Rs.200,000
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3. Where the gross amount of rent exceeds Rs.600,000 | Rs.20,000 plus 10%
but does not exceed Rs.1,000,000 of amount
exceeding
Rs.600,000
4. Where the gross amount of rent exceeds | Rs.60,000 plus 15%
Rs.1,000,000 but does not exceed Rs.2,000,000 of gross amount
exceeding
Rs.1,000,000
5. Where the gross amount of rent exceeds |Rs.210,000 plus
Rs.2,000,000 20% of amount
exceeding
Rs.2,000,000

Through the Finance Act, 2019, bracket at serial No.5

is restricted to gross

rent up to Rs.4,000,000 and beyond that, three new brackets of gross rent exceeding
Rs. 4 million have been introduced with rate of tax at 25%, 30% and 35%. Now the

rate of tax on the gross amount of rent would be as under:-

S# Gross amount of rent Rate of tax
1. Where gross rent does not exceed Rs.200,000 Nil
2 Where the gross amount of rent exceeds Rs.200,000 | 5% of the gross
but does not exceed Rs.600,000 amount exceeding
Rs.200,000
3. Where the gross amount of rent exceeds Rs.600,000 | Rs.20,000 plus 10%
but does not exceed Rs.1,000,000 of amount
exceeding
Rs.600,000
4, Where the gross amount of rent exceeds | Rs.60,000 plus 15%
Rs.1,000,000 but does not exceed Rs.2,000,000 of gross amount
exceeding
Rs.1,000,000
5. Where the gross amount of rent exceeds |Rs.210,000 plus
Rs.2,000,000 but does not exceed Rs.4,000,000 20% of amount
exceeding
Rs.2,000,000
6. Where the gross amount of rent exceeds |Rs.610,000 plus 25
Rs.4,000,000 but does not exceed Rs.6,000,000. per cent of the gross
amount exceeding
Rs.4,000,000
Fs Where the gross amount of rent exceeds |Rs.1,110,000 plus
Rs.6,000,000 but does not exceed Rs.8,000,000 30 per cent of the
gross amount
exceeding
Rs.6,000,000
8. Where the gross amount of rent exceeds |Rs.1,710,000 plus
Rs.8,000,000 35 percent of the
gross amount
exceeding
Rs.8,000,000
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However, individuals and AOPs deriving gross rent exceeding Rs.4 million will
have the option to pay tax at the rates provided in Division | of Part | of the First
Schedule on their income from house property. Persons availing this option can
claim deductions in computing income from house property mentioned in section
15A.

The rates of deduction of tax from the gross amount of rent have also been
increased similar to serial numbers 6, 7 & 8 of the table given above with three new
rates at 25%, 30% and 35%.

4, Disallowance of commission [Section 21(ca)]

A new clause (ca) has been inserted in section 21 which disallows
commission paid or payable in respect of supply of products listed in the Third
Schedule to the Sales Tax Act, 1990 which is in excess of 0.2% of the gross amount
of supplies to a person who is not appearing in the active taxpayers' list (ATL) under
this Ordinance. However, the limit of 0.2% shall not apply if the commission is paid
or payable to a person whose name is appearing in the ATL.

. d Amortization of intangibles [Section 24]

Amortization deduction is allowed under section 24 for the cost of a person's
intangibles that have a normal useful life exceeding one year and that are wholly or
partly used by the person in the tax year in deriving income from business
chargeable to tax. Amortization deduction for a tax year is computed by dividing the
cost of the intangible over normal useful life of the intangible in whole years. Prior to
the Finance Act, 2019, sub-section (4) of section 24 stated that where an intangible
had a normal useful life of more than ten years or where its useful life was not
ascertainable, it was treated to have a normal useful life of 10 years. Through the
Finance Act, 2019, sub-section (4) of section 24 has been substituted to the effect
that an intangible shall now be amortized over its actual normal useful life which can
extend beyond ten years also. Further, where the normal useful life is not
ascertainable, the intangible shall be treated to have a normal useful life of 25 years.
The term, "intangible" has been defined in sub-section (11) of section 24. Through
the Finance Act, 2019, self-generated goodwill or any adjustment arising on account
of accounting treatment as may be prescribed in rules has been excluded from the

definition of "intangible".
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6. Capital gain on immovable properties [Section 37, Division VIl of Part |
ofthe First Schedule]

Prior to the Finance Act, 2019, capital gain on immovable property was
separately taxed on the basis of holding period of property, The gain was taxed @ of
10% if the holding period is up to one year, 7.5% if the holding period was more than
or equal to one year but less than two years and @ 5% if the holding period was
equal to or more than two years but less than three years. The rate of tax was zero
where the holding period was more than three years. The gain was calculated by
deducting the cost of the asset from the consideration received by the person on

disposal of the asset.

Through the Finance Act, 2019, the holding period for taxation of capital gain
of open plots has been increased to eight years and for constructed properties it has
been increased to four years. Where the holding period does not exceed one year,
the total amount of gain will be taxed. The gain will be calculated by deducting the
cost from the consideration received. If the holding period is more than one year but
does not exceed eight years in the case of open plot or four years in the case of
constructed property, 75% of the gain will be taxed. It is further clarified that form of
immoveable property, whether open plot or constructed, will be determined at the

time of sale of immoveable property.

The aforesaid is elaborated in the following manner:-

Open plots
S.No. | Holding Period Gain
1. Holding period of open plot is up to one year | 100% gain will be taxed
2. Holding period of open plot is more than one | 75% of the gain will be
year but not more than eight years taxed.
o Holding period of open plot is more than eight | No gain will be taxed.
years

Constructed properties

S.No. | Holding Period Gain
1. Holding period of constructed property is up to | 100% gain will be taxed
one year
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2. Holding period of constructed property is | 75% of the gain will be
more than one year but not more than four | taxed.

years

3. Holding period of constructed property is | No gain will be taxed.

more than four years

The tax rates will be applicable on the gain in the following manner:-

S. No. | Amount of gain Rate of tax
i Where the gain is up to Rs.5 million 5%
4 Where the gain is more than Rs.5 million but | 10%

not more than Rs.10 million

5. Where the gain is more than Rs.10 million but | 15%

not more than Rs.15 million

4. Where the gain is more than Rs.15 million 20%

This is illustrated through the following examples:-

Example 1
Mr. Y purchased an open plot on 22.05.2018 at a cost of Rs.4,000,000. The plot is

sold on 25.06.2020 at Rs.7,000,000. Another constructed property is acquired on
08.09.2018 at Rs.9,000,000 and sold at Rs. 14,000,000 on 25.06.2020. Assuming
that both properties were acquired and sold as per value notified by the Board, the

capital gain and tax thereon is calculated as under:-

Gain on sale of plot = 7,000,000 - 4,000,000 = Rs.3,000,000

As the holding period of plot is more than one year, the net gain will be Rs.3,000,000
x 3/4 = Rs.2,250,000

Gain on sale of constructed property = 14,000,000 - 9,000,000 = Rs.5,000,000

As the holding period of the constructed property is more than one year, the net gain
will be Rs.5,000,000 x 3/4 = Rs.3,750,000

Total capital gain = Rs.2,250,000 + Rs.3,750,000 = Rs.6,000,000

As the total capital gain is more than Rs.5 million but less than Rs. 10 million, it will

be taxed at 10% and tax payable will be Rs.600,000.
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Example 2
Mr. B purchased an open plot on 22.09.2019 which cost him Rs.2,000,000. The plot

was sold on 25.03.2020 at Rs.8,000,000. Another constructed property was acquired
on 05.09.2019 at Rs.8,000,000 and sold at Rs. 12,000,000 on 23.05.2020.Assuming
that both properties were acquired and sold as per value notified by the Board, the

capital gain and tax thereon is calculated as under:-

As the holding period of plot is up to one year, gain on sale of plot = 8,000,000 -
2,000,000 = Rs.6,000,000

As the holding period of constructed property is up to one year, gain on sale of
constructed property = 8,000,000 - 2,000,000 = Rs.6,000,000

Total capital gain Rs.6,000,000 + Rs.6,000,000 = 12,000,000

As the total capital gain is more than Rs.10 million but less than Rs 15 million, it will
be taxed at 15% and tax payable will be Rs.1,800,000

1 Taxation of gift [Section 39]

Data analysis of Income Tax Returns filed in previous years show that huge
amount of non recurring receipts from un-related persons are transferred in the garb
of gifts to avoid incidence of taxation. In order to discourage this practice of
undisclosed receipts , section 39 has been amended through the Finance Act, 2019
to include any amount or fair market value of any property received without
consideration or received as a gift in income under the head, "Income from other
sources". However, gift received from grandparents, parents, spouse, brother, sister,
son or a daughter shall not be included in such income. The new provision is subject
to sub-section (3) of section 39 which states that an amount received by a person
otherwise than by a cross cheque drawn on a bank or through a banking channel
from a person holding a National Tax Number shall be treated as income chargeable
to tax under the head "Income from other sources". This means that gift received by
a person is chargeable to tax if gift is not received from grandparents, parents,
spouse, brother, sister, son or a daughter of the recipient. However, even if cash gift
is received from the relations mentioned above but the same has not been received
through cross cheque or banking channel, as the case may be, the amount of gift will

still be added in income chargeable to tax under the head, "Income from other

sources'". \rj\
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8. Tax credit for persons employing fresh graduates [Section 64C]

In order to generate employment opportunities for freshly qualified graduates,
a new tax credit has been provided by introducing a new section 64C in the
Ordinance. As per this section, persons employing freshly qualified graduates from a
university or institution recognized by the Higher Education Commission shall be
entitled to a tax credit in respect of the amount of salary paid to such freshly qualified
graduates for the tax year in which such graduates are employed. For claiming this
tax credit, the term "freshly qualified graduate" has been defined to mean a person
who has graduated after the first day of July, 2017 from any institution or university
recognized by the Higher Education Commission. The tax credit shall be computed

according to the following formula:-

(A/B)xC
where—
A is the amount of tax assessed to the person for the tax year before allowance
of tax credit;
B is the person's taxable income for the tax year; and

Cc is the lesser of —
(a)  the annual salary paid to the freshly qualified graduates in the tax year;
and
(b) 5% of the person's taxable income for the year.

However, the tax credit will only be allowed to the number of freshly qualified
graduates as are not exceeding 15% of the total employees in the tax year. For
example, if a company employs 20 such fresh graduates in a tax year and its total
employees including such fresh graduates are 100, then only annual salary of 15
fresh graduates will be counted for the purpose of computation of tax credit.

9. Reduction of tax credit on purchase of plant & machinery and eventual
withdrawal [Section 65B]

Tax credit for investment in purchase of plant and machinery for the purposes
of extension, expansion, balancing, modernization and replacement of already
installed machinery is provided in section 65B of the Income Tax Ordinance, 2001.
The rate of tax credit was 10% of the amount so invested. This section was
introduced through the Finance Act, 2010 and had a sunset clause whereby this tax

credit was to expire after 30.06.2015. However, the sunset clause was extended to
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30.06.2016 by the Finance Act, 2016 and thereafter extended to 30.06.2019 through
the Finance Act, 2016. This credit was subsequently, once again extended to
30.06.2021 through the Finance Act, 2018. Through the Finance Act, 2019, the date
of expiry of this tax credit has been amended to 30.06.2019. Hence, this tax credit
will not be available on any investment made after 30.06.2019. Further, for the tax
year 2019, the rate of tax credit has been reduced from 10% to 5% of the amount so
invested. However, the tax credits up to the tax year 2019 which have not been
adjusted against the tax payable can still be carried forward beyond tax year 2019 as

per provisions of sub-section (5) of section 65B.

10. Purchase of assets through banking channel [Section 75A]

A new section 75A has been introduced in the Ordinance which requires that
no person shall purchase immovable property having fair market value greater than
Rs.5,000,000 or any other asset having fair market value more than Rs.1,000,000
otherwise than by a crossed cheque drawn on a bank or through crossed demand
draft or crossed pay order or any other crossed banking instrument showing transfer
of amount from one bank account to another bank account. Fair market value of
immovable property shall be the value notified by the Board under sub-section (4) of
section 68 or the value fixed by the provincial authority for the purpose of stamp
duty, whichever is higher. In case the transaction is not through banking channel as
specified above,—

(a) such persons cannot claim deductions mentioned in sections 22, 23,
24 & 25 on such assets. Hence, no deduction for depreciation, initial allowance,
intangibles and pre-commencement expenditure shall be allowable for assets

purchased otherwise than through banking channel as specified above;

(b) the amount of purchase through cash which was required to paid
through banking channel as stated above, shall not be treated as cost as per section

76 for computation of any gain in sale of such asset.

Further, any person purchasing immovable property having fair market value
greater than five million through cash or bearer cheque shall pay a penalty of 5% of
the value of property determined by the Board under sub-section (4) of section 68 or
the value determined by the provincial authority for the purposes of stamp duty,
whichever is higher. The above provisions of law are illustrated through the following

examples.
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Example 1.

Mr. A is deriving income from business and has declared taxable income as under:-

Sales 100,000,000
Cost of sales 70,000,000
Breakup of cost of sales

Initial depreciation on machinery 10,000,000
Normal depreciation on machinery 6,000,000
Salaries 40,000,000
Fuel & utilities 14,000,000
Gross Profit 30,000,000
Admin & distribution expenses 10,000,000
Taxable income 20,000,000

Mr. A had bought machinery of Rs.40 million for the year through cash. As per
section 75A, business deductions under section 22 & 23 pertaining to initial
depreciation of Rs.10,000,000 and normal depreciation of Rs.6,000,000 shall not be
admissible. Hence, Rs.16,000,000 will be added in taxable income resulting in
taxable income of Rs.36,000,000.

Mr. A subsequently sells this machinery after three years at Rs.12,000,000. For the
purpose of computing gain, the cost of the asset has to be deducted from the sale
price but in this case, the machinery was purchased through cash, hence, the cash
amount cannot be treated as cost. Resultantly, Rs.12,000,000 will be treated as gain
chargeable to tax under the head "Income from Business".

Example 2.

Mr. B derives income from salary only. He has purchased immovable property
through cash and the FBR value of the property is Rs.8,000,000 but the DC value of
property for the purpose of stamp duty is Rs.6,000,000. As per serial No.21 of
section 182, penalty @ 5% of FBR value of property or DC Value, whichever is
higher, is to be imposed. In this case, the FBR value of property is greater than DC
value, hence penalty shall be imposed @ 5% of Rs.8,000,000 at Rs.400,000.

11.  Definition of resident individual [Section 82]

Prior to the Finance Act, 2019, an individual was treated as a "resident

individual" for a tax year if the individual was present in Pakistan for a period, or for
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periods aggregating to 183 days or more in a tax year. Through the Finance Act,
2019, in addition to the existing definition, an individual shall also be treated as a
resident individual if the individual is present in Pakistan for a period aggregating to
120 days or more in a tax year and who was also present in Pakistan for a period
aggregating to 365 days or more in the four preceding tax years. This is illustrated
through the following examples.

Example 1.

Mr. A is in Pakistan for 183 days in Pakistan for the tax year 2019.

Status of Mr. A for TY 2019: Resident

Example 2.

Mr. A is in Pakistan for 120 days in Pakistan for the tax year 2019 and he was also
present in Pakistan for 90 days in TY 2018, 60 days in TY 2017, 50 days in TY 2016
& 50 days in TY 2015.

The aggregate period of stay in Pakistan in the four preceding tax years is 250 days
which is less than 365 days. Hence, he will be non-resident.
Status of Mr. A for TY 2019: Non-resident

Example 3.

Mr. A is in Pakistan for 120 days in Pakistan for the tax year 2019 and he was also
present in Pakistan for 90 days in TY 2018, 130 days in TY 2017, 80 days in TY
2016 & 70 days in TY 2015.

The aggregate period of stay in Pakistan in the four preceding tax years is 370 days
which is more than 365 days. Hence, he will be resident.

Status of Mr. A for TY 2019: Resident

Example 4.

Mr. A is in Pakistan for 119 days in Pakistan for the tax year 2019 and he was also
present in Pakistan for 90 days in TY 2018, 130 days in TY 2017, 80 days in TY
2016 & 70 days in TY 2015.

Although, the aggregate period of stay in Pakistan in the four preceding tax years is
370 days which is more than 365 days, his stay for the tax year 2019 is less than
120 days. Hence, he will be non-resident.

Status of Mr. A for TY 2019: Non-resident
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12. Collection of tax, computation of income and tax payable of persons not
appearing in the ATL [Section 100 BA, the Tenth Schedule]

Prior to the Finance Act, 2019, a concept of non-filer existed in the Ordinance
whereby higher tax rates of withholding were prescribed for persons who were non-
filers. Such non-filers could claim adjustment of the higher tax collected at the time of
filing of income tax returns. The aim was to compel the non-filers to file their returns
of income. However, it was observed that the non-filers, even though subjected to
higher withholding rates, still had a propensity not to file their returns. This proved
detrimental to the exercise of expansion or tax base. This was due to the absence of
an explicit provision specifying a standard procedure for action against such
persons. Through the Finance Act, 2019, the concept of "Non-Filers" has been done
away with and a new concept regarding persons not appearing in the active
taxpayers' list has been introduced. This concept is a major paradigm shift from the
erstwhile non-filer higher tax regime in that it not only penalizes those persons not
appearing in the ATL but also introduces an effective mechanism for enforcing
returns from such persons. In this regard, a new section 100BA has been introduced
which provides that collection or deduction of advance income tax, computation of
income and tax payable thereon shall be determined in accordance with the rules in
the newly introduced "The Tenth Schedule" which envisages the entire path to be
adopted by the Inland Revenue Department to enforce returns from persons who
make financial transactions yet choose not to file their returns of income. The salient

features of this scheme are as under:-

i. Persons whose names are not appearing in the ATL will be subjected to

hundred percent increased rate of tax.

i. Where a withholding agent is of the opinion that hundred percent increased
tax is not required to be collected on the basis that the person was not
required to file return, the withholding agent shall furnish a notice to the
Commissioner having jurisdiction over withholding agent setting out—

a. the name, CNIC or NTN and address of the person not appearing in
the ATL;

b. the nature and amount of the transaction on which tax is required to be
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c. reason on the basis of which it is considered that the person was not

required to file return or statement, as the case may be.

ii. The Commissioner shall accept or reject the contention on the basis of
existing law within thirty days. In case the Commissioner fails to respond
within thirty days, permission shall be deemed to be granted not to deduct tax
at hundred percent increased rate. Withholding agent shall however be
responsible for any inaccurate furnishing of such information and penal action

may be undertaken against diligent withholding agents.

iv. ~ Where the person's tax has been deducted or collected at hundred percent
increased rate and the person fails to file return of income for the year for
which tax was deducted, the Commissioner shall make a Provisional
Assessment within sixty days of the due date for filing of return by imputing
income so that tax on imputed income is equal to the hundred percent
increased tax deducted or collected from such person and the imputed
income shall be treated as concealed income. However, the imputable income
so calculated or concealed income so determined shall not absolve the
person so assessed, from requirement of filing of wealth statement under sub-
section (1) of section 116, the nature and source of amounts subject to
deduction or collection of tax under section 111, selection of audit under
section 177 or 214C or subsequent amendment of assessment as provided in
rule 8 and all the provisions of the Ordinance shall apply.

v. The provisional assessment shall abate if the person files its return within forty
five days of completion of provisional assessment. Where the return is not
filed within forty five days of provisional assessment, it shall be treated as final
assessment and the Commissioner shall initiate penalty proceedings for

concealment of income.

This is illustrated through the following examples:-

Example 1.

Mr.A is not appearing in the active taxpayers' list. Mr. A purchases a plot on
25.07.2019 having FBR value of Rs.12,500,000. Tax under section 236K was
deducted at Rs.250,000 at the rate of 2% [the rate is 1% but 100% increased rate is
prescribed under rule 1 of the Tenth Schedule] on FBR value of Rs.12,500,000. The
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due date for filing of return is 30.09.2020. However, Mr.A does not file return of

income till the date of provisional assessment.
The Commissioner makes a provisional assessment on 20.11.2020 as under:-
Tax collected Rs.250,000

Imputable income for tax amount of Rs.250,000
as per paragraph (1) of Division | of the First Schedule  Rs.2,400,000

Tax payable Rs.250,000
Tax paid Rs.250,000
Net tax payable on provisional assessment Nil

Mr.A does not file return of income for the tax year 2020 within 45 days i.e., by
04.01.2021 so the provisional assessment is finalized.

However, the imputed income of Rs.2,400,000 is less than the total amount of
Rs.12,500,000 on which tax was deducted. As per rule 8 of Tenth Schedule
Commissioner may amend an assessment order where the imputed income is less
than the amount on which tax was deducted or collected under rule 1 or on the basis
of definite information acquired from an audit or otherwise, therefore if the
Commissioner is satisfied thatany income chargeable to tax has escaped
assessment or total income has been under-assessed, or assessed at too low a
rate, or has been the subject of excessive relief or refund or any amount under a
head of income has been misclassified then the Commissioner can amend the
assessment under rule 8, after providing opportunity of being heard, in the following
manner:-

Total unexplained investment to be added in income Rs.12,500,000

Tax payable Rs.3,495,000

Less paid Rs.250,000

Balance payable Rs.3,245,000

The Commissioner may initiate penalty and prosecution proceedings under the
Ordinance.

Example 2.

Mr.A is not appearing in the active taxpayers' list. Mr. A purchases a plot on
25.07.2019 having FBR value of Rs.12,500,000. Tax under section 236K was
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