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GOVERNMENT OF PAKISTAN

FEDERAL BOARD OF REVENUE

(REVENUE DIVISION)

….



INCOME TAX MANUAL

PART I



INCOME TAX ORDINANCE, 2001

AMENDED UPTO 30TH JUNE, 2015



1

F.No.2(1)/2001—Pub.— The following Ordinance promulgated by the President

is hereby published for general information:—

AN

ORDINANCE

To consolidate and amend the law relating to income tax

WHEREAS it is expedient to consolidate and amend the law relating to

income tax and to provide for matters ancillary thereto or connected therewith;

WHEREAS the President is satisfied that circumstances exist which render

it necessary to take immediate action;

NOW, THEREFORE, in pursuance of the Proclamation of Emergency of

the fourteenth day of October, 1999, and the Provisional Constitution Order No. 1

of 1999, read with Provisional Constitutional Amendment Order No. 9 of 1999,

and in exercise of all powers enabling him in that behalf, the President of the

Islamic Republic of Pakistan is pleased to make and promulgate the following

Ordinance:—

CHAPTER I

PRELIMINARY

1.

Short title, extent and commencement.—(1) This Ordinance may be

called the Income Tax Ordinance, 2001.

(2)



It extends to the whole of Pakistan.



(3)



It shall come into force on such date as the Federal Government

may, by notification in official Gazette, appoint .



2.

Definitions. — In this Ordinance, unless there is anything repugnant in the

subject or context —

(1)



1



"accumulated profits" in relation to [distribution or payment of] a

2

dividend, [include] —



*



Vide notification S.R.O.381(I)/2002 dated 15.06.2002 the Federal Government appointed the first

day of July, 2002 on which the Ordinance shall come into force.

1

Inserted by the Finance Act, 2003.

2



The word ―includes‖ substituted by the Finance Act, 2005.



2



3



[(1A)



(a)



any reserve made up wholly or partly of any allowance,

deduction, or exemption admissible under this Ordinance;+.*.9230



(b)



for the purposes of [sub-clauses (a), (b) and (e) of clause

(19)‖] all profits of the company including income and gains of

a trust up to the date of such distribution or such payment, as

the case may be; and



(c)



for the purposes of [sub-clause (c) of clause (19)], includes all

profits of the company including income and gains of a trust up

to the date of its liquidation;



2

3

4

5



2



―amalgamation‖ means the merger of one or more banking

4

companies or non-banking financial institutions, [or insurance

5

companies,] [or companies owning and managing industrial

6

undertakings] [or companies engaged in providing services and not

7

being a trading company or companies] in either case [at least one

of them] being a public company, or a company incorporated under

any law, other than Companies Ordinance, 1984 (XLVII of 1984), for

the time being in force, (the company or companies which so merge

being referred to as the ―amalgamating company‖ or companies and

the company with which they merge or which is formed as a result of

merger, as the ―amalgamated company‖) in such manner that –

(a)



1



1



the assets of the amalgamating company or companies

immediately before the amalgamation become the assets of

the amalgamated company by virtue of the amalgamation,

otherwise than by purchase of such assets by the

amalgamated company or as a result of distribution of such

assets to the amalgamated company after the winding up of

8

the amalgamating company or companies; [and]



Clauses (a), (d) and (e) of sub-section (20) substituted by the Finance Act, 2002.

Clause (c) of sub-section (20) substituted by the Finance Act, 2002.

Inserted by the Finance Act, 2002.

Inserted by the Finance Act, 2004.

Inserted by the Finance Act, 2005.



6



Inserted by the Finance Act, 2007.



7

8



Inserted by the Finance Act, 2005.

Added by the Finance Act, 2005.



3

(b)



the liabilities of the amalgamating company or companies

immediately before the amalgamation become the liabilities of

1

the amalgamated company by virtue of the amalgamation [.]



2



[ ]



3



[(2)



(3)



―approved gratuity fund‖ means a gratuity fund approved by the

Commissioner in accordance with Part III of the Sixth Schedule;



4



[(3A)



―Approved Annuity Plan‖ means an Annuity Plan approved by

Securities and Exchange Commission of Pakistan (SECP) under

Voluntary Pension System Rules, 2005 and offered by a Life

Insurance Company registered with the SECP under Insurance

Ordinance, 2000 (XXXIX of 2000);]



5



―Approved Income Payment Plan‖ means an Income Payment Plan

approved by Securities and Exchange Commission of Pakistan

(SECP) under Voluntary Pension System Rules, 2005 and offered by

a Pension Fund Manager registered with the SECP under Voluntary

Pension System Rules, 2005;]



6



―Approved Pension Fund‖ means Pension Fund approved by

Securities and Exchange Commission of Pakistan (SECP) under

Voluntary Pension System Rules, 2005, and managed by a Pension

Fund Manager registered with the SECP under Voluntary Pension

System Rules, 2005;]



[(3B)



[(3C)



1



―Appellate Tribunal‖ means the Appellate Tribunal Inland Revenue

established under section 130;]



The semi-colon and word ―and‖ substituted by the Finance Act, 2005.



2



Clause (c) omitted by the Finance Act, 2005. The omitted clause (c) read as follows: ―(c) the scheme of amalgamation is approved by the State Bank of Pakistan or by the Securities

and Exchange Commission of Pakistan on or before thirtieth day of June, 2006;‖

3

Substituted by the Finance Act, 2010. The substituted provision has been made effective from

05.06.2010 by sub-clause (77) of clause 8 of the Finance Act, 2010. Earlier the substitution was

made through Finance (Amendment) Ordinance, 2009 which was re-promulgated as Finance

(Amendment) Ordinance, 2010 and remained effective till 05.06.2010. Clause (2) before

substitution by the Finance (Amendment) Ordinance, 2009 read as follows:

―(2) ―Appellate Tribunal‖ means the Appellate Tribunal Inland Revenue established under section

130;‖.

4

5

6



Inserted by the Finance Act, 2005.

Inserted by the Finance Act, 2005.

Inserted by the Finance Act, 2005.



4

1



―Approved Employment Pension or Annuity Scheme‖ means any

employment related retirement scheme approved under this

Ordinance, which makes periodical payment to a beneficiary i.e.

pension or annuity such as approved superannuation fund, public

sector pension scheme and Employees Old-Age Benefit Scheme;]



2



[(3E)



―Approved Occupational Savings Scheme‖ means any approved

gratuity fund or recognized provident fund;]



(4)



―approved superannuation fund‖ means a superannuation fund, or

any part of a superannuation fund, approved by the Commissioner in

accordance with Part II of the Sixth Schedule;



3



[(5)



―assessment‖ includes [provisional assessment,] re-assessment and

and amended assessment and the cognate expressions shall be

construed accordingly;]



[(5A)



―assessment year‖ means assessment year as defined in the

repealed Ordinance;]



6



[(5B)



―asset management company‖ means an asset management

company as defined in the Non-Banking Finance Companies and

Notified Entities Regulations, 2007;]



(6)



―association of persons‖ means an association of persons as defined

in section 80;



(7)



―banking company‖ means a banking company as defined in the

Banking Companies Ordinance, 1962 (LVII of 1962) and includes

any body corporate which transacts the business of banking in

Pakistan;



[(3D)



5



4



1



Inserted by the Finance Act, 2006.



2



Inserted by the Finance Act, 2006



3



Clause (5) substituted by the Finance Act, 2002. The substituted clause read as follows:

―(5)

―assessment‖ means –

(a)

an assessment referred to in section 120;

(b)

an assessment raised under section 121;

(c)

an amended assessment under section 122;

(d)

a demand for an amount due under sections 141, 142, 143 and 144; or

(e)

an assessment of penalty under section 190;‖.

4

Inserted by the Finance Act, 2011.

5



Inserted by the Finance Act, 2002



6



Clause (5B) substituted by the Finance Act, 2008. The substituted clause (5B) read as follows:

―(5B) ―assets management company‖ means a company registered under the Assets Management

companies Rules, 1995;‖



5

1



[(8)



(9)



―Board‖ means the Central Board of Revenue established under the

Central Board of Revenue Act, 1924 (IV of 1924), and on the

commencement of Federal Board of Revenue Act, 2007, the Federal

Board of Revenue established under section 3 thereof;

―bonus shares‖ includes bonus units in a unit trust;



(10) ―business‖ includes any trade, commerce, manufacture, profession,

vocation or adventure or concern in the nature of trade, commerce,

manufacture, profession or vocation, but does not include

employment;

(11)]



―capital asset‖ means a capital asset as defined in section 37;



2



―charitable purpose‖ includes relief of the poor, education, medical

relief and the advancement of any other object of general public

utility;]



3



―Chief Commissioner‖ means a person appointed as Chief

Commissioner Inland Revenue under section 208 and includes a

Regional Commissioner of Income Tax and a Director-General of

Income Tax and Sales Tax;]



[(11A)



[(11B)



4



[(11C) ―Collective Investment Scheme‖ shall have the same meanings as

are assigned under the Non-Banking Finance Companies

(Establishment and Regulation) Rules, 2003;]

(12)



―company‖ means a company as defined in section 80;



[(13)



―Commissioner‖ means a person appointed as Commissioner

Inland Revenue under section 208 and includes any other authority



5



1



Clauses (8), (9), (10) and (11) re-numbered as clauses (9), (10), (11) and (8) respectively by the

Finance Act, 2014.

2

Inserted by the Finance Act, 2002.

3



Substituted by the Finance Act, 2010. The substituted provision has been made effective from

05.06.2010 by sub-clause (77) of clause 8 of the Finance Act, 2010. Earlier the substitution was

made through Finance (Amendment) Ordinance, 2009 which was re-promulgated as Finance

(Amendment) Ordinance, 2010 and remained effective till 05.06.2010. The substituted clause

(11B) read as follows:

―(11B) ―Chief Commissioner‖ means a person appointed as Chief Commissioner Inland

Revenue under section 208 and includes a Regional Commissioner of Income Tax

and a Director-General of Income Tax and Sales Tax.‖



4



Inserted by the Finance Act, 2011.



5



Substituted by the Finance Act, 2010. The substituted provision has been made effective from

05.06.2010 by sub-clause (77) of clause 8 of the Finance Act, 2010. Earlier the substitution was

made through Finance (Amendment) Ordinance, 2009 which was re-promulgated as Finance



6

vested with all or any of the powers and functions of the

Commissioner;]

1



[(13A)



―Commissioner (Appeals)‖ means a person appointed

Commissioner Inland Revenue (Appeals) under section 208;]



as



2



[(13AA) ―consumer goods‖ means goods that are consumed by the end

consumer rather than used in the production of another good;‖]

3



[(13B) ―Contribution to an Approved Pension Fund‖ means contribution as

4

defined in rule 2(j) of the Voluntary Pension System Rules, 2005 [ ];]

(14) ―co-operative society‖ means a co-operative society registered under

the Co-operative Societies Act, 1925 (VII of 1925) or under any other

law for the time being in force in Pakistan for the registration of cooperative societies;

(15) ―debt‖ means any amount owing, including accounts payable and the

amounts owing under promissory notes, bills of exchange,

debentures, securities, bonds or other financial instruments;

(16) ―deductible allowance‖ means an allowance that is deductible from

total income under Part IX of Chapter III;

(17) ―depreciable asset‖ means a depreciable asset as defined in section

22;

5



[17A.‖Developmental REIT Scheme‖ means Developmental REIT Scheme

as defined under the Real Estate Investment Trust Regulations,

2015;]



(Amendment) Ordinance, 2010 and remained effective till 05.06.2010. The substituted Clause (13)

read as follows:

―(13) Commissioner‖ means a person appointed as Commissioner Inland Revenue under

section 208, and includes any other authority vested with all or any of the powers and

functions of the Commissioner;‖.

1

Substituted by the Finance Act, 2010. The substituted provision has been made effective from

05.06.2010 by sub-clause (77) of clause 8 of the Finance Act, 2010. Earlier the substitution was

made through Finance (Amendment) Ordinance, 2009 which was re-promulgated as Finance

(Amendment) Ordinance, 2010 and remained effective till 05.06.2010. The substituted Clause

(13A) read as follows:

―(13A) ―Commissioner (Appeals)‖ means a person appointed as Commissioner Inland

Revenue (Appeals) under section 208;

2

3



Inserted by the Finance Act, 2015

Inserted by the Finance Act, 2005.



4



The comma and words ―, but not exceeding five hundred thousand rupees in a tax year‖ omitted by

the Finance Act, 2006.



5



Inserted by the Finance Act, 2015



7

(18) ―disposal‖ in relation to an asset, means a disposal as defined in

section 75;

(19) ―dividend‖ includes —

(a)



any distribution by a company of accumulated profits to its

shareholders, whether capitalised or not, if such distribution

entails the release by the company to its shareholders of all or

any part of the assets including money of the company;



(b)



any distribution by a company, to its shareholders of

debentures, debenture-stock or deposit certificate in any form,

1

whether with or without profit, [ ] to the extent to which the

company possesses accumulated profits whether capitalised

or not;



(c)



any distribution made to the shareholders of a company on its

liquidation, to the extent to which the distribution is attributable

to the accumulated profits of the company immediately before

its liquidation, whether capitalised or not;



(d)



any distribution by a company to its shareholders on the

reduction of its capital, to the extent to which the company

possesses accumulated profits, whether such accumulated

2

profits have been capitalised or not; [ ]



(e)



any payment by a private company [as defined in the

Companies Ordinance, 1984 (XLVII of 1984)] or trust of any

sum (whether as representing a part of the assets of the

company or trust, or otherwise) by way of advance or loan to a

shareholder or any payment by any such company or trust on

behalf, or for the individual benefit, of any such shareholder, to

the extent to which the company or trust, in either case,

4

possesses accumulated profits; [or]



5



6



[(f)



1



3



[remittance of] after tax profit of a branch of a foreign

company operating in Pakistan;]



The words ―and any distribution to its shareholders of shares by way of bonus or bonus shares‖,

omitted by the Finance Act, 2002



2



The word ‗or‘ omitted by Finance Act, 2008.



3



Inserted by the Finance Act, 2003.



4



The word ‗or‘ added by the Finance Act, 2008.



5



Inserted by the Finance Act, 2008.



6



The word ―any‖ substituted by the Finance Act, 2009.



8

but does not include —

1



(i)



a distribution made in accordance with [sub-clause] (c)

or (d) in respect of any share for full cash consideration,

or redemption of debentures or debenture stock, where

the holder of the share or debenture is not entitled in the

event of liquidation to participate in the surplus assets;



(ii)



any advance or loan made to a shareholder by a

company in the ordinary course of its business, where

the lending of money is a substantial part of the business

2

of the company; [ ]



(iii)



any dividend paid by a company which is set off by the

company against the whole or any part of any sum

previously paid by it and treated as a dividend within the

3

meaning of [sub-clause] (e) to the extent to which it is

4

so set off; [and]



5



[(iv) remittance of after tax profit by a branch of Petroleum

Exploration and Production (E&amp;P) foreign company,

operating in Pakistan.]



6



[(19A)



1



―Eligible Person‖, for the purpose of Voluntary Pension System

7

Rules, 2005, means an individual Pakistani who [holds] a valid

8

9

National Tax Number [or Computerized National Identity Card [or

National Identity Card for Overseas Pakistanis] issued by the

10 11

National Database and Registration Authority] [ ] [:]]



Substituted for ―clause‖ by the Finance Act, 2002



2



The word ―and‖ omitted by the Finance Act, 2009.



3



The word ―clause‖ substituted by the Finance Act, 2002



4



The word ―and‖ inserted by the Finance Act, 2009.



5



Added by the Finance Act, 2009.



6

7

8



Inserted by the Finance Act, 2005.

The words ―has obtained‖ substituted by the Finance Act, 2007.

Inserted by the Finance Act, 2007.



9



Inserted by the Finance Act, 2008.



10



The words ―but does not include an individual who is entitled to benefit under any other approved

employment pension or annuity scheme‖ omitted by the Finance Act, 2006.



11



The semicolon substituted by the Finance Act, 2006.
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