SENATE SECRETARIAT

REPORT OF THE STANDING COMMITTEE ON FINANCE, REVENUE,
ECONOMIC AFFAIRS, STATISTICS AND PRIVATIZATION ON THE INCOME
TAX (AMENDMENT) BILL, 2016

|, Senator Saleem Mandviwala, Chairman Standing Committee on
Finance, Revenue, Economic Affairs, Statistics and Privalization, have the
honour to submit, on behalf of the Committee, this report on the Income Tax
(Amendment) Bill, 2016, referred by the House on 6" September, 2016, to the

Committee for consideration and report.

2. The composition of the Standing Committee is as under: -

(1)  Senator Saleem Mandviwala Chairman
(2)  Senator llyas Ahmed Bilour Member
(3)  Secnator Muhammad Mohsin Khan Leghari Member
(4)  Senator Muhammad Talha Mahmood Member
(5) Senator Nasreen Jalil Member
(6) Senator Kamil Ali Agha Member
(7)  Senator Islamuddin Shaikh Member
(8) Senator Ms. Ayesha Raza Farooq Member
(9)  Senator Sardar Fateh Muhammad Muhammad Hassani  Member
(10) Senator Mushahid Ullah Khan Member
(11) Senator Saud Majeed Member
(12) Senator Mohsin Aziz Member
(13) Minister for Finance, Revenue, Ex-Officio Member

Economic Affairs, Statistics and Privatization
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3. The Committee considered the said Bill clause by clause in its meeting
held on 16" September, 2016, at Parliament House, Islamabad, which was

attended by the following, namely:-

(1)  Senator Saleem Mandviwala Chairman
(2)  Senator llyas Ahmed Bilour Member
(3)  Senator Ms. Ayesha Raza Farooq Member
(4)  Senator Muhammad Mohsin Khan Leghari Member
(5)  Senator Kamil Ali Agha Member
(6) Senator Mushahid Ullah Khan Member
(7)  Senator Mohsin Aziz Member
(8) Senator Sardar Fateh Muhammad Muhammad Hassani  Member
4. The Committee remained cognizant of the boycott made by the

Senators Kamil Ali Agha, Ilyas Ahmed Bilour and Mohsin Acziz for lhe
proceedings of the meeting against the recommendations for passage of the
said Bill. They were of the view that the Income Tax (Amendment) Bill, 2016,
laid in the National Assembly and transmitted to the Senate for making
recommendations thereon is in violation of the 18" Constitutional Amendment,
which would cause hatefulness amongst the smaller provinces and the

Federation.
3. After detailed deliberations, the Committee proposed the following
amendments in the said Bill:-

CLAUSE 2

I. thatinClause 2 :=

(a) in sub-clause (1), in paragraph (a), in sub-section (4) of Section

68, for the words and commas "may, from time to time", the

word "annually", shall be substituted:



(b) in sub-clause (2), in paragraph (b), in the proposed sub-section
(4), in paragraph (a):-

(i). in the proposed sub-paragraph (i), the words "belonging to
Pakistan Armed Forces", shall be omitted; and

(i). in the proposed sub-paragraph (ii), the words "Pakistan
Armed Forces or the" occurring in the second line, and
the word "and" occurring at the end shall be omitted; and

(iii).  after the proposed sub-paragraph (ii), the following new
sub-paragraph, shall be added:-

"(iii) national and international award winning artist,
author, sports personality"

ii. that in sub-clause 3, in the First Schedule, in paragraph (a), in serial
No.4, in column 2, for the words "but less than", the words "or up to",
shall be substituted:-

ii. in sub-clause (3), the proposed proviso shall be omitted.

5. The Committee recommends that the proposed recommendations shall
be transmitted to the National Assembly as required under Article 73 of the

Constitution. The Bill as laid in the Senate is annexed.
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(MUHAMMAD TAHIR KHAN) (SENATOR SALEEM MANDVIWALLA)
Secretary (Committee) Chairman (Committee)

Islamabad, the
16" September, 2016






SENATE SECRETARIAT

RECOMMENDATIONS OF SENATE OF PAKISTAN IN THE
INCOME TAX (AMENDMENT) BILL. 2016

The Senate of Pakistan recommends to the National Assembly that the
following amendments shall be made in the Income Tax {(Amendment) Bill,
2016:-

CLAUSE 2

i. thatin Clause 2 :-

(a) in sub-clause (1), in paragraph (a), in sub-section (4) of Section
68, for the words and commas "may, from time to time", the

word "annually", shall be substituted;

(b) in sub-clause (2), in paragraph (b), in the proposed sub-section
(4), in paragraph (a):-

(i). in the proposed sub-paragraph (i), the words "belonging to
Pakistan Armed Forces", shall be omitted; and

(ii). in the proposed sub-paragraph (ii), the words "Pakistan
Armed Forces or the" occurring in the second line, and
the word "and" occurring at the end shall be omitted; and

(iii). after the proposed sub-paragraph (ii), the following new
sub-paragraph, shall be added:-
"(iii) national and international award winning artist,

author, sports personality”

li.  that in sub-clause 3, in the First Schedule, in paragraph (a), in serial
No.4, in column 2, for the words "but less than", the words "or up to",
shall be substituted:-

ii. in sub-clause (3), the proposed proviso shall be omitted.
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[AS INTRODUCED IN THE NATIONAL ASSEMIBLY |

A Efﬁ.fﬂrr}n-r (o amend the tncome Tax Ordinance, 2001

_ WhEREAS it 15 expedient further to amend the Income Tax Ordinance.
2001 (XLIX, 0of 2001), for the purposes hercinalter appearing;

AND WHEREAS the Senate and the National Assembly are not in session
and the President is satisfied that circumstances exist which render 11 necessary
1o take immediate action;

Now. THEREFORE, in exercise of the powers conferred by clause (1) of
Article 89 of the Constituiion of the Islamic Republic of Pakistan, the President
is pleased to make and promulgate the following Ordinance:-

| Short title and commencement.—(1) This Ordinance may be
called the Income Tax (Amendment) Ordinance, 201 6.

(2) It shall come into force at once.

2 Ainendment of Ordinance XLIX of 2001.—In the income Tax
Ordinance, 2001 (XLIX ol 2001), —

(1) in section 68,

(a) insub-section (4), for the expression “the fair market value of
immovable property shall be determined on the basis ol
valuation made by a panel of approved valuers of the State
Bank of Pakistan” the expression “the Board may, from time
to time, by notification in the official Gazette, determine the
fair market value of immovable property of the arca or areas
as may be specified in the notification” shall be substituted;

(b) after sub-section (4), amended as aforcsaid, the following
new sub-sections shall be added, namely:—

“(5)  Where the fair market value of any immovable property
of an area or areas has not been determined by the
Board in the notification referred to in sub-section (4),
the fair market value of such immovable property shall
be deemed to be the value fixed by the District Oftficer
(Revenue) or provincial or any other authority
authorized in this behalf for the purposes of stamp duty.



shall not be

or (5).

e

{(5) In respect ol immavabie PrOperiy-

(1) component A of the formulz in sub-section (2) of
section 37

tn)  “consideration teceived” as mentioned in Division X
of Part IV of First Scheduio:

(i) “value of lminovable properly”™ as mentioned g
Division XVIiE of Part TV of ihe Farst Schedule:
ard

(iv)  valuation for the purposes of section
less than the fair market value a5 determined under sub-section (1)
Explanation. — (1) For the renioval of doubi, it is clarified thai

the fair market value as determined ander sub-section (4) or (5)
shall be for carrying oul e Purpases of this Ordinance only.

{t is further clarificd that for the purposes of clauses (1) to (iv)
of this sub-section if the fair market value determined under
sutb-section (4) or (5) is different than the auction price the
applicable price shall be the higher of the two. 4

in section 236C, -

(a) in sub-section (3), for the words “(jve years™ the words “three
years” shall be substituted;

(b) after sub-section (3), amended as aforesaid, the following
new sub-scction shall be added, namely:-—

“(4)  Sub-section (1) shall not apply to:—
(a) a seller, if the seller 1s dependent of

(1) a Shaheed belonging o Pakistan  Arnied
Forces: or

(i) a person who dies while in the service of the
Pakistan Armed Forces or the Iederal and
Provincial Govemmenm; and

(b} to the first sale of immovable property which has
been acquired or allotted as ap original allottee,
duly certified by the officia; allotment authority ”;



S

{(3) inthe First Schedule, -

()

in Part [, in Division VI, for the Table the following shall be
substituted, namely:—

S No. P MEEITETS

) (2) N

(&)

For i:nni('a'vabT:_pmpclly allotted to persons mentioned in stli.w[—scclk—)l:_(dj
- of section 2360 [,

I ! fmmovable property is held irrt_:spcclivc of the | 0%
Y holding period % . I :

For immovable property acquired on or affer July |, 2016, other than |

those menlioned agammst S No. |

[ Where holding period of immovable property is e

L Upa onon Gl b
[ Where holding petiod of immovable property 1s 1.5%
| more than one year but less than two years. | N
4 Where holding period of Immovable property is %
maore than two years but less than three years 5 A
i Where holding perod of immovable property is 0%

- more than three years. an e .
IFor immovable property acquired before July 1, 2016, other than thosd
rmentioned apainst S No. |

6 Where hoiding period of immovable -hfopc:'l'y | S5
| up to three years 4 il -
7 Where halding period of immovable property is 0%

[_mare than HiEes BEaTs:

Provided that rate of (ax to be paid under sub-section (1A) of section 37
shall be reduced by fifty per cent on the first sale of immovable property
acquired or allotted to ex-servicemen and serving personnel of Armed Forces or
ex-employees or serving personnel of Federal and Provincial Governments,
being original allottees of the immovable property, duly certified by the
allotment authority.”;

(b)

in Part IV, in Division XVIIL, in the Table, in column (1), against
both SN. 1. and 2., in column (2) for the figure and word

“3 million” the figure and word “4 million” shall be substituted;



STATEMENT OF OBJECTS AND REASONS

Inorder to bring undocumented paii of ransactions of immovable property into
formal economy and to document transactions at fair market value, amendments were
introduced in the Income Tax Oidmance, 2001 through Finance Act, 2016, whereby the
powers of Comnussioner were withdrawn snd valuation was to be made by a panel of
approved valuers of Stlate Bank of Pakistan Sunilarly, the binding nature of the value
delermined by lhe Provincial Revenue authonties for the purpose of collecting stamp
duty has also been wilhdrawn,

2, To resolve the concerns of busincs: community i general and realtors, rea!
estate developers and property dealers associzions in patocuiar, regarn ing valuations
lo be made by the valuers of the State Bank o Pakistan  ederal Government intends
to notify fair market valuation tables through Federal Board of Revenue 1n order 19
remove ambiguity”and 1o biing transperency with regard to the fair values of the
properties. The objective is being purtued o such o way s0 as lo promole
documentation and to generate fair and dae revenues for the siate.

3. The amendments are being mtroduced with immedizte eftect through promulgation of
Ordinance in order to collect 1evenues withaut any loss of ime

The Ordinance secks o wnend Incomie Tay Orcinance:, 2007

Senator Mohammad Ishaq Dar
Minister for Finance, Economic Affairs,
Revenue, Statistics and Privatization



