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The Federal levy on income (Income 

Tax), with effect from July 01, 2002, is 

governed by the Income Tax Ordinance, 

2001 and Income Tax Rules, 2002. 

It is an annual charge on the taxable 
income for a tax year, if it exceeds the 

maximum amount that is not 

chargeable to tax

The Federal levy on income (Income 

Tax), with effect from July 01, 2002, is 

governed by the Income Tax Ordinance, 

2001 and Income Tax Rules, 2002. 

It is an annual charge on the taxable 
income for a tax year, if it exceeds the 

maximum amount that is not 

chargeable to tax

Income Tax



The total income of a person for a tax 

year shall be the sum of the person’s 

income under following heads of income 

for the year.

(a) Salary;

(b) Income from Property;

(c) Income from Business;

(d) Capital Gains; and

(e) Income from Other Sources.

Heads of Income



The taxable income of a person for a tax 

year shall be the total income of the 

person for the year reduced (but not 

below zero) by the total of any deductible 

allowances of the person for the year.

Taxable Income



Income From Business  Rs. 100,000 

Income of Woman Taxpayer   Rs. 125,000 

Salaried Individual    Rs. 150,000 

Salaried Individual (Woman) Rs. 200,000

“Maximum amount that is not chargeable
to tax” for Tax Year 2008 (1st July 2007 to 

30th June 2008)



Period of twelve months ending on 
30th day of June i.e. the financial 
year and is denoted by the calendar 
year in which the said date falls. For 
example, tax year 2008 corresponds 
to the financial year from July 01, 
2007 to June 30, 2008 and is 
denoted by calendar year 2008.

Tax Year 



�Zakat

�Workers’ Welfare Fund

�Workers’ Participation Fund

Deductible Allowance



�Charitable Donations 

� Investment in Shares 

�Contribution to a approved Pension 
Fund

�Profit on Debt 

Tax Credit



�Senior Citizen Allowance: 50% tax 
reduction upto income of Rs. 
500,000/-

� Full Time Teacher or Researcher:  
75% tax reduction on Salary Income.

Tax Reductions



- Import of goods; 

- Supply of goods including individual &  

AOP Manufacturers of such goods;

- Execution of contracts; 

- Export of goods & services

- Gas Consumption by CNG Station;

- Brokerage and commission;

- Property Income  

Income arising from Business 
subject to Final & Fixed Taxation



-Plying of goods transport vehicles; 

-On Payment of Ginners 

- Services rendered other than companies

- Dividend received from a company

- Royalties, Fees

- Retail Turnover upto 5 Million and above

Income arising from Business 
subject to Final & Fixed Taxation



- Prize and winnings from prize bond,    

raffle, lottery, crossword puzzle, quiz 

or sale promotion offers. 

These incomes are excluded from the ambit 

of total / taxable income subject to normal 

taxation. 

Income arising from Business 
subject to Final & Fixed Taxation



• Companies are required to file return 

of income irrespective of whether they 

have any taxable income or not. 

• Every person (other than a company) 

whose taxable income for the year 

exceeds the maximum amount that is 

not chargeable to tax under this 

Ordinance for the year;

Persons required to file Return 
of Income



•any non-profit organization as defined 

in clause (36) of section 2; and

•any welfare institution approved under 

clause (58) of Part I of the Second 

Schedule

Persons required to file Return 
of Income



•any person not fall any of the above 

category but who,-

(i) has been charged to tax in respect of 

any of the two preceding tax years;

(ii) claims a loss carried forward under 

this Ordinance for a tax year;

Persons required to file Return 
of Income



(iii) owns immovable property with a land 

area of two hundred and fifty square 

yards or more or owns any flat located in 

areas falling within the municipal limits 

existing immediately before the 

commencement of Local Government 

laws in the provinces; or areas in a 

Cantonment; or the Islamabad Capital 

Territory

Persons required to file Return 
of Income



•Deriving income exclusively from salary and 

either the employer has filed the Annual 

Statement of Income Tax deducted from salary 

or the employee has filed the employer’s 

certificate in lieu of the return. 

•Entire income is subject to final taxation for 
which a separate statement is prescribed. 

•A widow, an orphan below the age of 25 years, 

a disabled person or a non-resident for the 

reason of owning immovable property 

Persons not required to file 
Return of Income



Every resident taxpayer filing a return of 

income for any tax year whose last 

declared or assessed income or the 

declared income for the year, is five 

hundred thousand rupees or more shall 

furnish a wealth statement for that year 

along with such return.

Wealth Statement



• Generally, a return by an individual 

and an AOP is due on or before 30th 

September and by a company on or 

before 31st December. 

• A return by a company having special 

tax year is due on or before 30th 

September. 

Due Date for filing of Return 



• Non-filers or late-filers attract a 

penalty equal to one-thousandth 

(1/1000th) of the tax payable for each 

day of default subject to a minimum 

penalty of Rupees 500 and a maximum 

penalty of 25% of the tax payable; and 

Penalties, Additional Tax for Non-
filers, Late Filers of Non Payment of 
Tax 



• Non-filers, late-filers or short-filers 

owing a tax payable on the due date of a 

return, certificate or statement also 

attract: 

@ Additional tax (interest) at the rate 

of twelve percent per annum; and 

@ Penalties ranging from 5% to 100% of 

the tax payable 

Penalties, Additional Tax for Non-
filers, Late Filers of Non Payment of 
Tax 



Registration



Ownership



Manufacturing Trading Profit & Loss 
Account( including Final / Fixed Tax



Adjustments



Total/ Taxable Income Computation



Tax Computation 



Payment / Refund



Return of Total Income















(1)Where a taxpayer has furnished a 

complete return of income (other than a 

revised return under sub-section (6) of 

section 114) for a tax year ending on or 

after the 1st day of July, 2002,-

(a) the Commissioner shall be taken to 

have made an assessment of taxable 

income for that tax year, and the tax due 

thereon, equal to those respective amounts 

specified in the return; and 

Assessments



(b) the return shall be taken for all 

purposes of this Ordinance to be an 

assessment order issued to the taxpayer by 

the Commissioner on the day the return 

was furnished.

Assessments



(1A) Notwithstanding the provisions of sub-

section (1), the Commissioner may select a 

person for an audit of his income tax 

affairs under section 177 and all the 

provisions of that section shall apply 

accordingly.]

(2) A return of income shall be taken to be 

complete if it is in accordance with the 

provisions of sub-section (2) of section 114.

Assessments



SECTION 114 (2A)

(2) A return of income -

(a) shall be in the prescribed form and 

shall be accompanied by such annexures, 

statements or documents as may be 

prescribed;

(b) shall fully state all the relevant 

particulars or information as specified in 

the form of return, including a declaration of 

the records kept by the taxpayer; 2[and]

Return of Income



(c) shall be signed by the person, being 

an individual, or the person’s 

representative where section 172 applies.

Return of Income



A return of income can be filed 

electronically or manually by the 

individuals or an AOP

In case of Company electronic filing of 

Return of Income is mandatory 

Return of Income



Rules 34 sub-rule (2)
(2)A return of income as required to be 

furnished under section 114 shall be in 

the form specified in:

Part-I (for companies);

Part-II (for non-salaried individuals 

and association of persons); and

Requirement of Return 



Part-IIIA (for salaried individuals having 

other sources of income etc., as 

attachment to employer’s certificate in 

lieu of return of income); of the 

Second Schedule to these rules.

Requirement of Return 



Rules 34 sub-rule (3) & (4)
(3) A return of income shall be verified 

in the manner specified in the form.

(4) A return of income shall be 

accompanied by the following, 

namely:-

(a) applicable documents;

(b) statements;

(c) certificates; and

(d) annexes;

Requirement of Return 



Where the return of income furnished is 

not complete, the Commissioner shall 

issue a notice to the taxpayer informing 

him of the deficiencies (other than 

incorrect amount of tax payable on 

taxable income, as specified in the 

return, or short payment of tax payable) 

and directing him to provide such 

information, particulars, statement or 

documents by such date specified in the 

notice.

Short Document Notice



Where a taxpayer fails to fully comply, 

by the due date, with the requirements 

of the notice under sub-section (3), the 

return furnished shall be treated as an 

invalid return as if it had not been 

furnished.

Short Document Notice



Where, in response to a notice under sub-
section (3), the taxpayer has, by the due 
date, fully complied with the requirements of 
the notice, the return furnished shall be 
treated to be complete on the day it was 
furnished and the provisions of sub-section (1) 
shall apply accordingly.

No notice under sub-section (3) shall be 
issued after the end of the financial year in 
which return was furnished, and the 
provisions of sub-section (1) shall apply 
accordingly.]

Short Document Notice



Every taxpayer deriving income chargeable 

under the head “Income from business” shall 

maintain proper books of account, 

documents and records with respect to –

(a) all sums of money received and expended 

by the taxpayer and the matters in respect 

of which the receipt and expenditure takes 

place;

Books of account, documents 
and records to be maintained.



(b) all sales and purchases of goods and all 

services provided and obtained by the 

taxpayer; 

(c) all assets of the taxpayer;

(d) all liabilities of the taxpayer; and

Books of account, documents 
and records to be maintained.



(e) in case of a taxpayer engaged in 

assembly, production, processing, 

manufacturing, mining or like activities, all 

items of cost relating to the utilization of 

materials, labour and other inputs.

Electronic cash register or computerized 

accounting software are acceptable, if it 

generate cash-memo/invoice/receipt 

Books of account, documents 
and records to be maintained.


