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Topics for discussions

► Super-tax on high earning person

► Tax on deemed Income

► Capital value Tax

► Taxation of Salary

► Other Significant Tax Generating Measures                                       

Presentation title
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Super-tax on high earning person                   Section 4C

 Applicable retrospectively from tax year 2022

 To be collected from every person whose income exceeds minimum threshold 

of Rs.150 million

 Income for the purpose of levy of super tax is the sum of the following –

(i) Profit on debt, dividend, capital gains, brokerage and commission

(ii) Taxable income under section 9 (without adjusting brought forward 

depreciation and business losses) excluding amounts covered in (i) 

above 

(iii) Imputable income in respect of any income that is subject to final tax e.g. 

export of goods and services

(iv) Income of insurance, oil & gas and minerals and banking sectors 
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 Definition of income is similar to definition under section 4B however, for 

taxable income cover under (b) above wording is slightly different 

 Under section 4B stated that taxable income if not included in (i) above

 In under section 4C its says that taxable income excluding amounts 

specified in clause (i)

 Do both of them have same meaning and impact or is there a difference ?

 Certain income like profit on debt, capital gains and brokerage and 

commission may be taxable in section 9 and therefore excluding such income 

and taxing it in (i) above may have implications

 Due date for payment of Super tax is when the return of income of the 

taxpayer becomes due under section 137(1) 

Super-tax on high earning person                   Section 4C
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 Due date for payment of Super tax is when the return of income of the taxpayer 

becomes due under section 137(1) 

 The Commissioner is empowered to recover the super tax in case it is not paid by 

the taxpayer voluntarily 

 Rate of tax is given below –

Sr. No. Income under section 4C Rate of Tax

(1) (2) (3)

1. Where income does not exceed Rs.150 million 0% of the income

2.
Where income exceeds Rs.150 million but does not 

exceeds Rs.200 million
1% of the income

3.
Where income exceeds Rs.200 million but does not 

exceeds Rs.250 million
2% of the income

4.
Where income exceeds Rs.250 million but does not 

exceeds Rs.300 million
3% of the income

5. Where income exceeds Rs.300 million 4% of the income

Super-tax on high earning person                   Section 4C
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 Persons engaged, whether partly or wholly, in the business sectors mentioned 

below shall be liable to pay this tax at 10% if their income exceeds Rs.300 

million –

 Would the super tax be applicable on the income earned by the person from 

these "sectors only or his entire income ? 

 Super Tax under 4C to apply to Banks at 10% for tax year 2023. Banks will 

pay tax under 4B at 4% in tax Year 2022.

Super-tax on high earning persons                   Section 4C

Airlines Automobiles

Beverages Cement

Chemicals Cigarette and tobacco

Fertilizer Iron and steel

LNG terminal Oil marketing

Oil refining Petroleum and gas exploration

Pharmaceuticals Sugar

Textiles
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 The super tax earlier introduced through section 4B was challenged by 

taxpayers in courts however, the same has been upheld as validly charged by 

courts through various judgements of various high courts after hearing all the 

arguments on various grounds raised by the petitioners.  Notably the 

judgment passed by the Sindh High Court reported as 122 TAX 208 is 

relevant for us being in the jurisdiction of province of Sindh

Question

 Why did the legislature have to promulgate a new section 4C in the presence 

of section 4B which is parametria to the newly introduce section ?

 Provisions of section 4B had already passed the test of appeal before the 

High Court so was it better to extend the levy through that section 

 Can the retrospective application of section 4C be challenged, specially in 

those cases where the financial year ends in December 2021 or earlier and 

accounts have been finalised

Super-tax on high earning person                   Section 4C
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 Tax is chargeable on a resident person 

 On deemed income calculated at 5% of fair market value (FMV) of capital 

assets situated in Pakistan 

 Tax is to be charged on the deemed value at 20% therefore effective rate of 

tax on FMV of capital asset is 1%

 Capital asset has been defined for the purpose of this section as follow –

(a) “capital asset” means property of any kind held by a person, whether or 

not connected with a business, but does not include –

(i) any stock-in-trade, consumable stores or raw materials held for the 

purpose of business;

(ii) any shares, stocks or securities;

Tax on deemed Income                                      Section 7E
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(i) ;

(ii) ;

(iii) any property with respect to which the person is entitled to a 

depreciation deduction under section 22 or amortization deduction 

under section 24; or 

(iv) Any movable asset not mentioned in clauses (i), (ii) or (ii)

 The following shall be further excluded from capital assets –

(a) One capital asset 

(b) Self-owned business premises on an active taxpayer

(c) Self-owned agricultural land where agriculture activity is carried out 

excluding farm-house and land annexed thereto

(d) Any property generating income chargeable to tax where tax is duly paid 

i.e. property earning rental income/ lease charges etc. 

Tax on deemed Income                                      Section 7E
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(i) ;

(ii) ;

(e) Property on which tax is paid under section 236K in the year of 

acquisition 

(f) Capital asset allotted to personnel of serving, shaheed or his 

dependents as well as retired armed forces or employees of Federal 

and Provincial Governments 

(g) Where the FMV of the capital assets in aggregate excluding listed in (a) 

to (f) above does not exceeds Rs.25 million 

(h) FMV  shall be the minimum value at FBR rates or higher actual value 

declared by the taxpayer

Tax on deemed Income                                      Section 7E
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(i) Capital asset owned by provincial, local government, local authority and 

development authority

(j) Capital assets owned by builders and developers for land 

development and construction who are registered with Director General 

of designated non-financial business and profession

 Effectively the tax remains on deem income of immovable property 

Tax on deemed Income                                      Section 7E
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 Can the Federal Government levy tax on deemed income determine on the basis 

of underlying immovable property under the constitution

 We all are well versed with the land mark judgement of Ellahi Cotton Mills Ltd & 

others that among many principles of taxation has dealt with extensively the 

legislatures powers to deem income.

 While upholding the levy of taxes  under minimum tax and Presumptive tax 

regime,  the court inter alia observed as under:

“If we were to construe Entry 52 of the Legislative List keeping in view the above 

meanings of the expression ``in lieu of'', it becomes evident that the legislature has the 

option instead of invoking Entry 47 for imposing taxes on income, it can impose the same 

under Entry 52 on the basis of capacity to earn in lieu of Entry 47, but it cannot adopt 

both the methods in respect of one particular tax. Since under Sections 80C and 80CC 

the imposition of presumptive tax is in substitution of the normal method of levy and 

recovery of the income tax, the same is inconsonance with Entry 52.”

Tax on deemed Income                                      Section 7E
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 Further the powers of the Federal Government to levy tax on the basis of value 

determined on underlying immovable property under the constitution is also under close 

scrutiny

 Entry 47 gives wide powers to Federal government to levy taxes and it says-

47. Taxes on income other then Agriculture income. 

 However, Entry 50 restricts the scope to the following extent

50. Taxes on capital value of assets, not including  taxes on immovable 

property

 It appears that no taxes on immovable property can be levied by the Federal 

Government. Then how tax on capital gains on sale of immovable property is being 

charged under section 37(IA) of the ITO.

 However, while  explaining the introduction of tax on capital gain of sale of immovable 

property back through Finance Act 2012, the FBR explained as follows :

Tax on deemed Income                                      Section 7E
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Circular 2 of 2012:

CAPITAL GAINS ON IMMOVABLE PROPERTY [Section 37 and 236C].

Prior to the 18th Constitutional Amendments effective from 19th April 2010 Entry

50 of the Federal Legislative List contained in Part-I of the Fourth Schedule to the

Constitution of Islamic Republic of Pakistan empowered the Federal Legislature to

levy taxes on the capital value of the assets, not including taxes on capital gains on

immoveable property. The words “on capital gains” were omitted by the 18th

Constitutional amendment. The effect of omission of these words is that the

Federal Legislature cannot impose taxes on capital value of immoveable

property but can levy tax on capital gains on disposal of immoveable property.

 Keeping the above in perspective and the legislative history and outcome of 

similar levy in the Indian statute, it appears that there are grounds to argue the 

matter in court of law.

Tax on deemed Income                                      Section 7E
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 Amendments have been introduced in section 7 of Finance Act, 2018 to 

replace the rate of levy of CVT on mobile phones

 A new section 8 has been introduced with the title “Capital Value Tax 2022” 

 The tax has been levied from tax year 2022 onwards except for tax on motor 

vehicles held in Pakistan which is chargeable from 1st day of July 2022 

 Effectively CVT has been introduced on the following assets:

 Motor vehicles 

 Foreign assets of a resident person

Capital value Tax                                      



Page 16
KTBA Presentation on Finance Act, 2022

Motor Vehicle

 In case of motor vehicle, CVT shall be charged on vehicles having engine capacity 

exceeding 1300cc or in case electric vehicle having battery power capacity 

exceeding 50KWH

 The value for this purpose shall be determined as under –

 In case of imported vehicles, import value inclusive of duties and taxes paid on 

import stage 

 In case of locally manufactured vehicle, the ex-factory price inclusive of all taxes 

 In case of auction vehicle, the auction value inclusive of all taxes paid 

 Value as determined above to be reduce by 10% from the end of the financial 

year in which vehicle is acquired

 Value shall be zero after five years from the end of the financial year in which 

vehicle is acquired

 CVT to be levied at 1% of the value of assets

Capital value Tax                                      



Page 17
KTBA Presentation on Finance Act, 2022

Foreign Assets

 In case of foreign assets CVT shall be charged from a resident 

individual at the rate of 1% 

 If aggregate value of foreign assets exceed Rs.100 million at the end of 

the tax year

 The value of foreign assets shall be -

 Total cost of foreign assets on the last day of the tax year in foreign 

currency converted at SBP Exchange Rate

 In case cost of foreign assets is not determinable the fair value of 

the assets shall be taken

Capital value Tax 
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 An inclusive definition of (foreign assets) is provided which effectively 

covers all moveable and immovable assets whether held directly or 

indirectly outside Pakistan including assets held in the name of 

dependents and beneficial interest held in an offshore entity or trust 

 The CVT is required to be paid at the time of filing of return for the tax 

year

 The mode and manner of payment of tax is yet to be prescribed by the 

federal government

 For the purpose of levy and collection of CVT and for the purpose of 

appeal by taxpayer against any order for recovery of CVT the provision of 

the Income Tax Ordinance, 2001 shall prevail

Capital value Tax 
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 Is the Federal Government empowered to levy tax on off shore assets of resident 

persons

 it may be worthwhile examining Article 141 of the Constitution of Islamic republic of 

Pakistan:

141. Subject to the Constitution, 1 [Majlis-e-Shoora (Parliament)] may make 

laws (including laws having extra-territorial operation) for the whole or any 

part of Pakistan, and a Provincial Assembly may make laws for the Province 

or any part thereof.

 does “ extra-territorial operation” cover the imposition of tax on the basis of assets held 

beyond the jurisdiction of Pakistan.

 The case laws of Pakistan Jurisdiction have deliberate this term in the context of those 

areas that do not fall in the domain of the provinces like FATA, PATA etc. or legislative 

authority to deal with trans-provincial matters but do not explicitly deal with matters 

beyond territorial boundaries of Pakistan.. 

Capital value Tax 
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• However, the matter has been dealt with quiet extensively by the Indian Supreme court in 

the case of GVK Inds. Ltd. & Anr. v. ITO (Supreme Court of India). Without commenting 

on its validity on the matter in hand with us It would be worth highlighting the worthy 

Court’s observations summarized as under:

 A  five Judge Constitution Bench of the Supreme Court of India in the case of GVK Inds. Ltd. & Anr. v. ITO (Civil Appeal 

No. 7796 of 1997, dated 1 March 2011) dealt with the issue of whether under Article 245 of the Constitution, Parliament 

could legislate with respect to aspects or causes that arise or exist outside the territory of India. 

 The Supreme Court has held that Parliament cannot make laws on extra-territorial matters which have no impact on the 

interest of the country. It logically follows that Parliament is not empowered to legislate with respect to extra-territorial 

aspects or causes that have no nexus whatsoever with India.

 The apex court said it did not agree that Parliament, on account of its alleged absolute legislative sovereignty, should 

be deemed to have the powers to enact any and all legislation, even without the requirement that it is for the benefit of 

India. The apex court passed the order on a petition by a private firm challenging the validity of a provision of the 

Income Tax Act which mandated the company to withhold part of its payment to a foreign company. 

 The Court reiterated the principle that Parliament did not have the power to legislate on extra-territorial aspects or 

causes and rejected the Attorney General’s proposition that Parliament, as a Sovereign Legislature had full powers to 

enact laws having extra-territorial operation.. 

Capital value Tax 
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• The revised rates in respect of salaried taxpayers have been enacted with the 

change in maximum rate of tax from 32.5% to 35%.

• The following table is enacted for the taxation of salaried taxpayers for the Tax 

Year 2023. 

Taxable Income Rate of Tax

Up to PKR 600,000 0%

PKR 600,001 – 1,200,000 2.5% of amount exceeding PKR 600,000

PKR 1,200,001 – 2,400,000 PKR 15,000 + 12.5% of amount exceeding PKR 1,200,000

PKR 2,400,001 – 3,600,000 PKR 165,000 + 20% of amount exceeding PKR 2,400,000

PKR 3,600,001 – 6,000,000 PKR 405,000 + 25% of amount exceeding PKR 3,600,000

PKR 6,000,001 – 12,000,000 PKR 1,005,000 + 32.5% of amount exceeding PKR 6,000,000

Amount exceeding PKR 12,000,000 PKR 2,955,000 + 35% of amount exceeding PKR 12,000,000

Taxation of salary
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• The enacted tax rates have taken away the proposed tax relief sought 

to be provided to the individuals belonging to lower salaried class. 

• On the other hand, the tax incidence has been increased considerably 

for the individuals belonging to higher salary brackets. 

• The following table provides the increase / decrease in the tax 

incidence of salaries taxpayers from tax lability of the tax year 2022 to 

tax year 2023 and also the tax liability calculated as per the proposed 

Finance Bill, 2023

Taxation of Salary                                       
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As applicable to Salaried Individual 

Taxable Income Position as Per Proposed Finance Bill Position as Per Finance Act 

Salary

Per Month

Salary Per 

Annum / Taxable 

Income

Tax Incidence as 

per Tax Rate 

Applicable for 

Tax Year 2022

Tax Incidence 

Per Finance Bill 

Proposed

Increase / 

(Decrease) in Tax 

Incidence

%Age Increase / 

(Decrease)

Tax Incidence as 

per Tax Rate 

Applicable for 

Tax Year 2022

Tax Incidence as 

per Finance Act

Increase / 

(Decrease) in Tax 

Incidence

%Age Increase / 

(Decrease)

50,000 600,000 - 0 0 - 0 0

60,000 720,000 6,000 100 (5,900) -98.3% 6,000 3,000 (3,000) -50.0%

100,000 1,200,000 30,000 100 (29,900) -99.7% 30,000 15,000 (15,000) -50.0%

150,000 1,800,000 90,000 42,000 (48,000) -53.3% 90,000 90,000 (0) 0.0%

200,000 2,400,000 180,000 84,000 (96,000) -53.3% 180,000 165,000 (15,000) -8.3%

208,333 2,500,000 195,000 96,500 (98,500) -50.5% 282,500 285,000 2,500 0.9%

291,667 3,500,000 370,000 221,500 (148,500) -40.1% 390,000 405,000 15,000 3.8%

300,000 3,600,000 390,000 234,000 (156,000) -40.0% 895,000 1,005,000 110,000 12.3%

416,667 5,000,000 670,000 479,000 (191,000) -28.5% 1,445,000 1,785,000 340,000 23.5%

500,000 6,000,000 895,000 654,000 (241,000) -26.9% 2,045,000 2,565,000 520,000 25.4%

666,667 8,000,000 1,345,000 1,104,000 (241,000) -17.9% 2,345,000 2,955,000 610,000 26.0%

1,000,000 12,000,000 2,345,000 2,004,000 (341,000) -14.5% 3,005,000 3,795,000 790,000 26.3%

1,600,000 19,200,000 4,325,000 4,344,000 19,000 0.4% 3,335,000 4,215,000 880,000 26.4%

2,500,000 30,000,000 7,295,000 7,854,000 559,000 7.7% 3,665,000 4,635,000 970,000 26.5%

4,166,667 50,000,000 13,295,000 14,354,000 1,059,000 8.0% 3,995,000 5,055,000 1,060,000 26.5%

6,250,000 75,000,000 21,420,000 22,479,000 1,059,000 4.9% 4,325,000 5,475,000 1,150,000 26.6%

Taxation of Salary                                       
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• Banking Companies Tax rate has been increased to 39% from 35%. 

Originally it was proposed to be enhanced to 45%. Further, rate of tax 

on additional income from Federal Government Securities based on 

advance to Deposit Ratio have also been significantly increased

 Minimum Tax carry forward which was originally proposed to be 

withdrawn has now been allowed to be carried forward upto 3 years 

instead of 5 years

Other Significant Tax Generating Measures                                       
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Thank You


