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PREFACE

This is the first issue of the CBR Yearbook. The document is
essentially a statistical compilation of federal taxes collected during the
year 1986-87 silhouetted against historical trends. The statistical data
contained in the Yearbook are intended for policy-makers, researhers,
scholars, taxpayers and the layman alike. The major objective is to ensure
that members of the public have a fairly good understanding of the
functions of the Central Board of Revenue, of the departments working
under it and of the growth of federal revenues over the years as reflected in
the various statistical annexes and explained in the text. This objective
could not be realised if the readers found the material so difficult,
theoretical, or dull that they would not read it (an all-too-common failing
with many texts). Due care had, therefore, to be exercised to ensure that
the writing was couched in simple words, unencumbered with jargons, so
that the publication was intelligible enough even to the uninitiated.

Although not all-inclusive in scope yet the publication covers a wide
span and contains introductory discussions of the concepts that influence
most areas of Pakistan tax policy. A broad introduction for each group of
taxes gives the reader a sense of how sequential chapters are related.

For long there was no CBR publication, annual or quarterly. To fil
this gap, Mr. I. A. Imtiazi, former Chairman of CBR, entrusted the
responsibility of drafting the Yearbook for 1986-87 to the Director of
Research and Statistics. Mr. Imtiazi took time out to go beyond the call of
duty by providing extremely detailed suggestions. His successor, Mr.
Aitezaz-ud-Din Ahmed, too, offered valuable advice that helped improve
the Yearbook.

Mr. S. M. Yehia, Director of Research and Statistics, has worked
very hard to prepare this document for the press. He was assisted by
Messrs M. Musheeruddin, Joint Director, M. Shafiuddin, Statistical
Officer and Talib Hussain Baluch, Statistical Officer. Their contribution
has been invaluable and is gratefully recognised. Thanks also go to
Mr. Abrar Nabi Qureshi, a Stenographer in the Directorate, who
cheerfully performed the important task of typing the draft.

(v)



I am sure this Yearbook would be a valuable reference material,
containing as it does statistical data on federal taxes for the years 1948-49
‘to 1986-87.

If readers have comments or suggestions, we would like to hear
about them. They are invited to write to us at Central Board of Revenue,

Islamabad. We hope to benefit from these in bringing out the next edition.

Islamabad February, 1989.

(MUZAFFAR MAHMOOD QURESHI)
Member (Admn. & Co-ord.)

(vi)



CHAPTER 1

CENTRAL BOARD OF REVENUE

1.1 The Central Board of Revenue was established on Ist April, 1924,
under the Central Board of Revenue Act, 1924, and was constituted as a
Division of the Ministry of Finance known as Revenue Division up to
31st August, 1960. It exercised the powers and authority of the Federal
Government in the Ministry of Finance in respect of fiscal policies,
changes in duties and taxes, levy and realisation of federal revenues,
hearing of appeals and revision petition, tax administration, etc. In
August, 1960, the Ministry of Finance was re-organised and the Revenue
Division of the Ministry of Finance ceased to exist. Instead the Central
Board of Revenue was constituted as a self-contained Attached
Department of the Ministry of Finance under the Expenditure and
Budget Division with three Members (each of whom was given the ex-
officio status of a Joint Secretary). Secretary (Expenditure and Revenue)
was designated as Chairman of the Board. Later, Finance Secretary
became Chairman of Central Board of Revenue.

1.2 As the work load increased this arrangement called for change. In
order to streamline the organisation and its functions, a post of
Chairman, Central Board of Revenue with ex-officio status of Additional
Secretary, was created in 1971, and consequently the Finance Secretary
was relieved of his duties as Chairman, Central Board of Revenue. This
post of Chairman, Central Board of Revenue was later upgraded to that
of a Secretary to the Federal Government, and the posts of Member were
upgraded to Additional Secretary’s grade.

Constitution and Functions of the Central Board of Revenue

1.3 The Central Board of Revenue is the head of all revenue
departments of the Federal Government. It comprises a Chairman and
five Members. Three Members deal respectively with (i) Income tax, (i)
Customs, and (iii) Central Excise and Sales tax. One Member is in charge
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of administration including personnel management problems of the
Board, while another member (Judicial) hears appeals and revision
applications.

1.4  The names of Chairman are given below :

Secretary, Finance/ex-Officio Chairman

From To

(i) Sir Victor Turner 14.08.1947 01.02.1950
(i) Mr. Abdul Qadir 01.02.1950 25.02.1952
(1)) Mr. Mumtaz Hasan 25.02.1952 01.11.1958
(iv) Mr. H. A. Majid 01.11.1958 29.07.1960

(v) Mr. M. Ayub 29.07.1960 19.06.1961
(vi) Mr. Mumtaz Mirza 19.06.1961 06.03.1963
(vi) Mr. M. M. Ahmed 06.03.1963 30.05.1966

(vii)) Mr. Ghulam Ishaq Khan 31.05.1966 08.09.1970

(ix) Mr. A.G.N. Kazi 08.09.1970 10.10.1971

Chairman, CBR (Full—Time)

(i) Mr. M. Zulfiqar 11.10.1971 71119713
(i) Mr. Riaz Ahmad 17.11.1973 30.09.1974
(iii) Mr. M. Zulfigar 01.10.1974 12.11.1975
(iv) Mr. N. M. Qureshi 12.11.1975 14.12.1980
(v) Mr. Fazlur Rahman Khan 14.12.1980 11.08.1985

Mr. I. A, Imtiazi 11.08.1985

(vi)

1.5 The Central Board of Revenue’s functions consist in (1)
administration of the revenue departments of the Federal Government,
namely the Customs, the Central Excise and Income Tax Departments ;
(i) formulation of tax policies of the Federal Government ; (iii)
monitoring performance of and issuing technical advice to, field officers :
(iv) attending to references and decisions under various taxation statutes
as well as to references, from Ministries and Division : (v) conducting
negotiations with other countries on double taxation ; and (vi) hearing
appeals and revisions in cases decided by the revenue departments. The
work of CBR is regulated by the Central Board of Revenue Rules, 1967.
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1.6 The Central Board of Revenue at present consists of a Chairman
(Ex-officio Secretary), 5 Members (ex-officio Additional Secretaries), 7
Chiefs (BPS-20) 13 Secretaries (BPS-19) and 47 Second Secretaries (BPS-
17 and 18), with complementary staff dealing with technical as well as
administrative matters of Sea Cstoms, Land Customs, Central Excise,
Income Tax, Sales Tax, Wealth Tax and Workers Welfare Fund.

1.7 The three major Departments under the Central Board of Revenue
viz., Sea Customs Department, Central Excise and Land Customs
Department and Income Tax Department, with vast net work,
throughout Pakistan primarily deal with the enforcement of fiscal
policies, revenue realisation, prevention of tax evasion and smuggling,
etc. In addition to these, there are a number of Directorates attached to
the Central Board of Revenue, dealing with Valuation, Inspection,
Intelligence and Investigation, Complaints, Research and Statistics, etc.
The organisation chart is given in the appendix.

Federal Taxes
1.8 Federal taxes are classified into the following two categories:
Direct Taxes

In this category are tax on income (Income Tax), on profits of
companies (Corporation Tax), on capital (Wealth Tax). These taxes are
all levied directly on the person receiving the income and paid by him
direct.

Indirect Taxes
These are taxes on goods and services. Of this type are customs and

excise duties and sales tax. How much a person pays in indirect taxes
‘depends on the extent to which he uses taxed goods or services.
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CHAPTER 11
REVENUE RECEIPTS

2.1 During 1985-86, the Central tax receipts (net) were Rs. 59567.5
million ; for 1986-87, the revised estimate was Rs. 62222.0 million, i.e., up
by 4.46%. However, net collections at Rs. 65701.7 million compared with
Rs. 59567.5 million during 1985-86, were more by Rs. 6134.2 million, or
10.30%.

2.2 Over the years, the federal revenues increased at a respectable rate.
Between 1948-49 and 1958-59, these registered a compound growth rate
of 15.22%. between 1958-59 and 1968-69, a rate of 11.78% and between
1968-69 and 1978-79, a rate of 19.10%. During the years between 1980-81
and 1986-87, the annual growth rate of the federal tax receipts was above
10 percent, except for the year 1984-85 when the growth dipped to 4.10
percent over 1983-84. Historical trends of receipts and growth rates are
shown in the table given below :—

FEDERAL TAX RECEIPTS (NET)
(Millions of Rupees)

Year Collection Annual Compound
Growth Rate Growth Rate
(Percentage) (Percentage)
1 2 3 4
1948-49 310.6 — =
1958-59 1280.8 55 15.22
1968-69 3901.9 — 11.78
19.10
1978-79 22398.8 — -
1980-81 34764.3 - —
1981-82 38550.2 10.89 e
1982-83 435439 12.95 —
1983-84 50596.6 16.20 —
1984-85 52669.8 4.10 —
1985-86 59567.5 13.10 —

1986-87 65701.7 10.30 =

Compound Growth: 1986-87 over 1980-81 =6.57



Income Tax

2.3, During 1985-86. income tax receipts (net) amounted to Rs. 9591.5
million. For 1986-87, the revised estimate was Rs. 10200.0 million i.e.
6.34% growth over 1985-86. The receipts (net) increased from Rs. 9591.5
million for 1985-86 to Rs. 10354.3 million for 1986-87 i.e. up by 7.95 per
cent instead of the targeted growth of 6.34%.

Wealth Tax

2.4 Wealth tax receipts (net) at Rs. 155.8 million exceeded the
targeted receipts of Rs. 108.0 million by Rs. 47.8 million, or 44.26 per
cent.

Workers Welfare Fund

2.5 Thereceiptsat Rs. 57.9 million fell short of the revised estimate by
Rs. 2.1 million or 3.5 per cent.

Central Excise

2.6 Central Excise receipts (net) during 1985-86 amounted to Rs.
15515.1 million; for 1986-87, the revised estimate was Rs. 15200.0
million. Collection at Rs. 15361.1 million exceeded the revised estimate by
Rs. 161.1 million or 1.06%.

2.7 Major excise-duty contributing industries are:

(i) Cigarette manufacturing (the largest contributor of excise

duty). Receipts during 1985-86 were Rs. 5139.5 million; for
1986-87, the revised estimate was Rs. 5700.0 million i.e. up

by 10.9%. The receipts during the period under report
increased by 9.57% from Rs. 5139.5 million last year to
Rs.5631.5 million this year.

(i1) Cement—(the second largest contributor). Receipts during
1985-86 were = Rs. 1889.6 million; for 1986-87, the revised
estimate was Rs. 2000.0 million ie. up by 5.8%. The
collection at Rs. 2133.0 million exceeded the revised estimate
by Rs. 133.0 million or 6.65%.



(i)

(iv)

v)

(vi)

(vit)

Import Duty

2.8 Import duty receipts (net) during 1985-86 were Rs. 19767.8 million;
for 1986-87, the revised estimate was Rs. 22172.0 million i.e. up by
12.16%. Collection at Rs. 23886.9 million exceeded the revised estimate
by Rs. 1714.9 million or 7.73% and by Rs. 4119.1 million or 20.84 per cent
as compared with 1985-86. The behaviour of the major revenue
spmners is analysed below:

)

1

Sugar manufacturing.—(the third largest contributor).
Receipts during 1985-86 were Rs. 2405.7 million; for
1986-87, the revised estimate was Rs. 1800.0 million. During
the period under report, collection at Rs. 1916.6 million
exceeded the revised estimate by Rs. 116.6 million or 6.48%.
POL Products (the fourth largest contributor). Receipts
during 1985-86 amounted to Rs. 1663.6 million: for
1986-87, the revised estimate was Rs. 1700.0 million i.e. up
by 2.2%. However, collection at Rs. 1678.9 million fell short
of the revised estimate by Rs. 21.1 million or 1.24%, but
exceeded the collection during 1985-86 by Rs. 15.3 million or
0.92 per cent.

Beverages.— Receipts during 1985-86 were = Rs. 820.1
million; for 1986-87. the revised estimate was Rs. 840.0
million i.e. up by 2.4%. However, collection at Rs. 789.7
million fell short of the revised estimate by Rs. 50.3 million
or 5.99% and by Rs. 30.4 million or 3.71 per cent as
compared with 1985-86.

Natural Gas— Receipts during 1985-86 amounted to
Rs.863.2 million: for 1986-87, the revised estimate was Rs.
900.0 million i.e. up by 4.3%. Collection at Rs. 916.0 million
exceeded the revised estimate by Rs. 16.0 million or 1.78%
and by Rs. 52.8 million or 6.12 per cent as compared with
1985-86.

Crude Oil— Receipts during 1985-86 were= Rs. 212.6
million: for 1986-87, the revised estimate was Rs. 130.0
million. Collection at Rs. 155.5 million exceeded the revised

" estimate by Rs. 25.5 million or 19.6%. but fell short of the

collection during 1985-86 by Rs. 57.1 million or 26.86 per
cent.

Sugar & confectionery.—Receipts dunng 1985-86 were Rs.
1010.2 million.The collection at Rs. 3922.5 million during



(ii)

(iif)

(iv)

v)

(vi)

(vii)

(viii)

(ix)

x)
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1986-87 exceeded the collection of the previous year by Rs.
2912.3 million or 288.3%.

Machinery—(the second largest contributor). Receipts
during 1985-86 were Rs. 3617.2 million. The collection at
Rs. 3051.2 million during 1986-87 fell short of the collection
of the previous year by Rs. 566.0 million or 15.6%.
Vehicles.—(the third largest contributor). Receipts during
1985-86 amounted to Rs. 2452.3 million. The collection at
Rs. 2410.2 million during 1986-87 fell short of the collection
of the previous year by Rs. 42.1 million or 1.7%.

Edible oil—(the fourth largest contributor). Receipts
during 1985-86 amounted to Rs. 573.1 million. The
collection during 1986-87 shot up to Rs. 2192.7 million
exceeding the collection of the previous year by Rs. 1619.6
million or 282.6%.

Iron & Steel—(the fifth largest contributor). Receipts
during 1985-86 amounted to Rs. 1796.5 million. The
collection at Rs. 1942.1 million during 1986-87 exceeded the
collection of the previous year by Rs. 145.6 million or 8.1%.
Plastic Resin etc.—(the sixth largest contributor). Receipts
during 1985-86 amounted to Rs. 1466.8 million. The
collection at Rs. 1666.9 million during 1986-87 exceeded the
collection of the previous year by Rs. 200.1 sillion or
13.6%.

Yarn & Fabrics.—(the seventh largest contributor).
Receipts during 1985-86 amounted to Rs. 1316.8 million.
The collection at Rs. 1369.0 million during 1986-87
exceeded the collection of the previous year by Rs. 52.2
million or 4.0%.

Chemicals & Products thereof—(the eighth largest
contributor). Receipts during 1985-86 were Rs. 764.0
million. The collection at Rs. 1052.9 million during 1986-87
exceeded the collection of the previous year by Rs. 288.9
million or 37.8%.

Tea & Coffee etc—the ninth largest contributor). Receipts
during 1985-86 were Rs. 840.2 million. The collection at
Rs. 903.5 million during 1986-87 exceeded the collection of
the previous year by Rs. 63.3 million or 7.5%.

Dyes, Paints etc.—(the tenth largest contributor). Receipts
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during 1985-86 amounted to Rs. 440.4 million. The
collection at Rs. 608.5 million during 1986-87 exceeded the
collection of the previous year by Rs. 168.1 million or
38.2%.

(xiy Wood Pulp, Paper & Board.—(the eleventh largest
contributor). Receipts during 1985-86 were Rs. 488.2
million. The collection at Rs. 508.3 million during 1986-87
exceeded the collection of the previous year by Rs. 20.1
million or 4.1%.

(xiiy POL Products.—(the twelfth largest contributor).
Receipts during 1985-86 amounted to Rs. 260.9 million.
The collection at Rs. 354.2 million during 1986-87
exceeded the collection of the previous year by Rs. 93.3
million or 35.8%.

Import Surcharge

2.9 Import surcharge receipts (net) during 1985-86 amounted to
Rs. 3993.7 million; for 1986-87, the revised estimate was Rs. 3858.0
million. Collection at Rs. 4243.3 million exceeded the revised estimate by
Rs. 385.3 million or 9.99% and by Rs. 249.6 million or 6.25 per cent as
compared with 1985-86.

Iqra Surcharge

2.10 Igra surcharge receipts (net) during 1985-86 amounted to
Rs. 4018.7 million; for 1986-87, the revised estimate was Rs. 4182.0
million i.e. up by 4.06%. Collection at Rs. 4569.6 million exceeded the
revised estimate by Rs. 387.6 million or 9.27% and by Rs. 550.9 million or
13.71 per cent as compared with 1985-86.

Export Duty

2.11  Export duty receipt (net) during 1985-86 were Rs. 990.4 million;
for 1986-87, the revised estimate was Rs. 252.0 million. Collection at
Rs. 275.2 million exceeded the revised estimate by Rs. 23.2 million or
9.21%.

Miscellaneous Receipts
212 Miscellaneous receipts (net) during 1985-86 were Rs. 572.2
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million; during 1986-87, these were budgeted at Rs. 490.0 million.
Collection at Rs. 388.9 million fell short of the estimate by Rs. 101.1
million or 20.6%.

Sales Tax

2.13  Sales tax receipts (net) during 1985-86 were = Rs. 4928 8
million; for 1986-87, the revised estimate was Rs. 5700.0 million i.e. up by
15.64%. Collection at Rs. 6408.8 million exceeded the revised estimate by
Rs. 708.8 million or 12.44% and by Rs. 1480.0 million or 30.05 per cent as
compared with 1985-86. Collections at the import stage at Rs. 4573.6
million increased by Rs. 1006.6 million or 28.22 per cent as compared
with 1985-86. Sales tax from domestically produced items increased from
Rs. 1362.7 million last year to Rs. 1835.2 million this year, posting an
increase of 34.86%.

Sales Tax on Excisable Goods and Goods Exempted from Excise Duty

2.14  Collection at Rs. 1072 9 million during 1986-87 as against
Rs. 708.6 million last year signified an mcrease of 51.41%. The increase
was contributed largely by paper and paper board, tyres and tubes,
cassettes, TV, plastic goods, jute products and polypropylene bags.

Sales Tax on other Goods

2.15  While upturn was registered in collection from almost all the
goods falling under this head, notable increases were recorded by (i)
bakery and confectionery, (ii) liquid glucose, (iii) tiles,(iv) paper tubes, (v)
motor cars and (vi) auto parts. Together, these commodities recorded an
increase of 26.29% over the comparable coilections of the previous year.
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CHAPTER III
DIRECT TAXES
Income Tax

3.1 Income Tax is a tax on income. The term ‘income’ has defied a
precise definition by judicial courts. An attempt to define this word was
made by the Privy Council, in Commissioner of Income Tax V. Shah
Wallace & Co.: “Income in this Act connotes a periodical monetary
return, ‘coming in "with some sort of regularity, or expected regularity,
from definite sources. The source is not necessarily one which is expected
to be continuously productive, but it must be one whose object is the
production of a definite return, excluding anything in the nature of a
mere windfall. Thus income has been likened pictorially to the fruits of a
tree or the crop of a field. It is essentially the produce of something which
is often loosely spoken of as capital.” In a later judgement (Kamakshya
Narain Singh V. Commissioner of Income Tax) the judicial committee
referred to its previous observations and remarked: “Income is a word
difficult and perhaps impossible to define in any precise general formula.
It is a word of the broadest connotation. Sir George Lowndes speaks of
“income” being likened pictorially to the fruit of a tree or the crop of a
field. But it is clear that such picturesque similies cannot be used to limit
the true character of income. Income is not necessarily the recurrent
return from a definite source, though it is generally of that character.
Income again may consist of a series of separate receipts, as it generally
does in the case of professional earnings. The multiplicity of forms which
‘income’ may assume is beyond enumeration.”

3.2 In our existing Act, the definition of income is markedly source-
oriented: income is to be linked to a regular source for its taxability.

3.3 Six different categories of income have been enumerated in the
ordinance according to the source. These are: (i) (Salaries, (i1) Interest on
securities, (iii) Income from house property, (iv) Profits and gains of
business or profession or vocation, (v) Capital gains, and (vi) Income
from other sources.
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3.4 At present two direct taxes are levied by the Federal Government.
These are: income tax and wealth tax. Of these, income tax is the oldest.
introduced for the first time in 1860. It is leviable on all persons on their
income which is computed in accordance with the provisions of the
Income Tax Ordinance 1979. For this purpose, a “*person” includes an
individual, firm. association of persons, a body of individuals whether
incorporated or not. a company. and every other artificial juridical
person.

3.5 The basic system underlying the Pakistan income tax is one of self-
assessment. Every taxpayer is responsible for declaring income and
computing income tax thereon. The Income Tax Department checks the
arithmetic of tax computation. Returns with unusual features (¢.g. very
high deductions) are audited, and particular groups of taxpayers are
singled out for special attention. Nevertheless, the extent of scrutiny
which is at present relatively limited may change in time when
increasingly sophisticated use of computer facilities should extend the
range of practicable scrutiny and cross-checking between returns.

3.6 Taxpayers declaring incomes higher by a certain percentage than
those in the preceding year are not subjected to detailed scrutiny.

3.7 In order to ensure voluntary compliance, a tax-education
programme is launched every year on an extensive basis.

3.8 The introduction and development of the self-assessment. the use of
survey to identify taxpayers and other improvements in tax
administration have contributed substantially to the rapid growth of
income tax revenues over the last few years: income tax receipts surged
from Rs. 2160.4 million in 1975-76 to Rs. 10354.3 million in 1986-87, or
by 379.3%.

3.9 Taxableincome, it is pertinent to note, covers only a small portion of
gross national product. For a tax which is considered to be the most
comprehensive measure of ability to pay, this may seem a rather poor
performance. Closer consideration, however, shows that it does not leave
a substantial shortfall of taxable income below what would be included
under a full income concept. What follows is relevant in this context.
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3.10 Agricultural income is excluded from income tax ‘entirely. The
agriculture sector accounts for about 22.2% of gross domestic product
and provides livlihood to over50% of the labour force. The situation as
regards taxation of agriculture has, however, changed with the
introduction of the institution of Ushr. It is a levy on the gross value of
agricultural production. The levy is restricted to 75% of the value of
production, the remainder 25% being allowance for cost of production.
Assessment is made on a self-assessment basis, but collected compulsorily
from landowners/lease holders at the rate of 5% of their share of the
produce. All persons with production of under 948 kg. of wheat (or its
equivalent in value) are exempt.

3.11 Other income earners have a basic exemption of Rs. 24,000
irrespective of family size. Tax relief for saving is provided through an
investment allownace, and the exemption of interest from certain
instruments. Perquisites (fringe benefits) are ordinarily treated more
favourably than other forms of income. On top of it is the inherent
difficulties of taxing the self-employed and small businesses. These
factors explain ‘away why taxable income constitutes such a small
proportion of Gross National product.

Incentives for Economic Development

3.12 A five-year tax holiday, subject to the fulfilment of certain specific
conditions, is available to an industrial undertaking set up by companies.
Such holiday during which profits from new enterprises are tax-free for
an initial period of five to seven years is a way of providing an incentive to
use income in a ‘meritorious’ form, or to provide inducement for
expenditures on items which generate external benefits, or to divert
capital to particular industries. The holiday acts as a matching grant by
which the government reduced the cost of certain activities for the
taxpayers, thereby inducing the irdividual to spend more on a certain
activity. Should a particular activity merit support, and if tax deduction is
the best techngiue of giving it, the resulting gain may far outweigh the
damage to tax equity. The tax holiday is available to an industrial
undertaking established by companies.

(a) in Baluchistan, NWFP excluding the civil Divisions of
Peshawar, Kohat and District Abbottabad; Tribal Areas,



(b)

(c)
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Dera Ghazi Khan and Rajanpur districts of Punjab;
Jacobabad and Shikarpur districts of Sind; Azad kashmir
and Northern Areas;

in an approved industrial Estate in the NWFP, the districts
of Mianwali, Bhakkar, Tharparkar, Dadu, Sukkur and
Tehsil Khushab;

engaged in the manufacture of garments and processing of
dates.

3.13 Tax holiday is also available to the following enterprises without the
condition that they be owned by companies, subject to certain conditions:
(i) poultry farming, (ii) dairy farming, (iii) cattle and sheep breeding, (iv)
poultry processing, (v) fish farming, (vi) renting out agricultural
machinery and providing pest control services, and (vil) manufacture of
specified agricultural machinery.

3.14 In the budget for 1986-87, the following important measures were

taken:

(1)

(ii)

(111)

(1v)

(v)

(vi)

the income of National Development Finance Corporation
and Bankers Equity Ltd. so long exempt was made taxable;
in the case of a partner of a registered firm, the maximum
limit on tax payable by him was fixed at 45 per cent, to
square with the maximum tax rate for individials:

the tax surcharge at rates ranging from 6 per cent to 10 per
cent on jewellers was abolished:

with a view to providing incentive for qualified doctors to
establish their own clinics, the rate of initial depreciation on
X-ray and electrotherapeutic apparatus and accessories was
reduced from 40 per cent to 25 per cent:

the exemption from tax allowed to income from annuities
issued under the Pakistan Postal Annuity Certificate
Scheme was extended to the annuities issued by the State
Life Insurance Corporation also, and the exemption limit
was raised from Rs. 7200 per annum to Rs. 10,000 per
annum;

in order to encourage leasing operations, normal and initial
depreciation was allowed to the lessor in the case of
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buildings given on lease and used for the purpose of business
or profession by the lessee.

3.15 During the year under report, collections from income tax at Rs.
10354.3 million accounted for 15.8 per cent of the total collections, and
depicted an increase of 8.0 per cent over the collections during the
previous year. The salient features of the collections are discussed below:

3.16 Collection of demand (current as well as arrear) increased by 55.9 per
cent as compared with that of 1985-86. Deduction at source edged up by
10.8 per cent. Collection from salary registered an increase of 8.5 per cent;
Collection from non-residents increased by 8.0%; collection from
contractors increased by 8.9 per cent; and collection at the import stage
increased by 17.9 per cent.

3.17The total number of current assessments during 1986-87 was
12,56,162; of these, as many as 12,33,006 assessments, or 98. 16 per cent,
were finalised. The total number of cases involving concealment of
income was 3971 of them as many as 2312 cases were disposed of, and a
tax demand amounting to Rs. 83.04 million was created.

3.18 Refunds made during the year aggregated Rs. 1555.2 million
compared with Rs. 1027.6 million of the previous year, indicating an
increase of 51.3 per cent.

Wealth Tax

3.19 The Wealth Tax has been a part of the country’s tax structure since
1963. The tax supplements incomplete coverage of capital income under
the income tax. It is levied on property and thus is of the impersonal, in
rem type; it is imposed on a person’s net worth and, thus is of the
personal, in personam type. Provisions of the Wealth Tax Act have since
undergone important changes. A new concept of an Association of
persons was introduced in 1979. whereby a contiguous building started
being assessed as a single unit regardless of the number of owners. The
concept of a family had been modified: urban immovable properties
belonging to the assesse’s spouse and minor children were considered one
unit for purposes of assessment. It necessitated the bifurcation of assets
into movable and immovable properties with separate basic exemption
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limits of Rs. 3 lac s and Rs. 5 lacs respectively. The tax was levied at a flat
rate of 2-1/2 per cent on immovable property, while movable assets were
assessed at a slab rate ranging from 1/4 per cent to 2-1/2%. Limited
‘companies paid wealth tax on their hotels if leased out, and public limited
companies on shopping arcades attached to their hotels. Firms and
associations of persons were liable to wealth tax on their building meant
for business of construction and sale, or letting out of property. As to
individuals, they paid on all their assets.

3.20 When Zakat was introduced in 1980, certain assets were exempted
from Wealth Tax and made liable to zakat. Zakat is levied at the rate of
2.5 per cent, and compulsorily deducted from specified assets. Since the
method of collection stipulates that the assets to which the levy is applied
must admit of valuation relatively easily, zakat is confined to financial
assets such as savings and time deposits, government securities, mutual
funds, and shares and debentures. With the inclusion of most movable
assets in zakat, the wealth tax is now primarily a tax on immovable

property.

3.21 Some basic changes in the Wealth Tax were announced in the 1985-
86 budget. Previously, non-residents were allowed exemption from
wealth-tax in respect of assets brought into Pakistan for a period of five
years. This exemption has now been extended to both residents and non-
residents, with allowance for multiple conversions.

3.22 The clubbing of the immovable properties of husband and wife has
been discontinued, and so has been the distinction of movable and
immovable property. A new slab-rate system has been introduced,
starting with an enhanced exemption limit of 10 lac rupees followed by
slabs of Rs. 5 lacs each, with a graduated scale of tax-rate of 1/2% going
upto 2-1/2%.

3.23 The immovable property of public companies as well as of the
various Chambers of Trade, Commerce and Industry has been exempted
from wealth-tax.

3.24 Collections during 1986-87 amounted to Rs. 155.8 million, which
was higher by 25.7% as compared with that of 1985-86. It was 0.24 per
cent of the total collections.
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CHAPTER IV

ADMINISTRATION OF DIRECT TAXES
SECTION 1

Overview

4.1 Direct taxes administered by the Federal Government are: income-
tax and wealth tax. Conceptually, income tax is levied according to the
capacity to pay of a taxpayer. It serves as a tool to reduce inequalities in
the distribution of income. Wealth-tax is also a progressive tax and
supplements income-tax for reduction of disparity between classes.

Tax payers
4.2 There are 12,65,963 tax payers in the country. These tax-payers are
classified as individuals, associations of persons, Hindu undivided

families, unregistered firms, registered firms and limited companies.

(a) Status-wise break-up of tax-payers is as under:—

L IAINIANBIR: ..ot snssnsnssssrssrbarasspasasassspassisprasss 1179727
Salaries (Individuals)........ooovsmiinsnsnssessinses 275729
Other (Individuals)........cocoeriiinimrinnssisssnssines 903998
2. AOPS, HUFs, URF, RF o 71589
3. Limited Companies:..........cccoues SRRp——— 14647
(b) Province-wise break-up of assessees is as follows:
PUNAD ....voruiesisnsnsensnsssssssssssssnsssnannassens aessen 749675
B i T B 441831
NWEP....oooeeeeeitsssssaesssassssssesansssesassiaesosssissrassgess 66693
BalUChiStaN. ....ccooeriureeeenssenssssssssnsssasassssassassssssassass 7764

Income Tax Assessment

4.3 Traditional method of Income Tax assessment in vogue till 1979
required the attendance before the Income Tax officer of every tax-payer
who derived income from business and profession. This system of
assessment caused much inconvenience to small tax-payers. A lot of time
was wasted because of complex procedures. To save the bother to tax
payers and to create mutual trust and confidence between the tax
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authorities and tax-payers the Self Assessment Scheme was introduced in
1979. Salient features of this Scheme are as under:—

(@) Scope of the Self-Assessment Scheme.—Practically all
returns are eligible for Se! -~Assessment Scheme.

(b)  Selection of cases for Deiailed Scrutiny.—An important
element of SAS is the select on of a small number of cases for
in-depth examination krown as “Total Audit”. This
provision is mainly meant 1 5 serve as a deterrent against not
so scrupulous tax-payers.

(€) Immunity from total Audit.- —Under this concept, tax-payers
declaring income within ce’ tain given parameters cannot be
subjected to Total Audit.

(d)  New Taxpayers—The Self Assessment Scheme provides a
concession of immunity to individal new tax-payers.

4.4 The Scheme places the onus of filing correct returns of income on the
tax-payers. In order to improve volunt:ry compliance, it is imperative
that the tax-payers are made aware of the taxes and methods of filing their
returns etc. Accordingly, tax-educatior programme through media is
undertaken each year.

Performance
4.5 There has been a significant broadening of the ta> base during recent
years. The number of income tax payers has increased from 6,69,139 in

1979-80 to 12,65,963 upto June, 1987.

4.6 Voluntary compliance by the tax oayers during recent years has
shown improvement as may be seen frem table below:——

1979-50 19%0-81 19%1-82 1982-x3 1983-54 1984-85 1985-86 1986-87
I Number  of M‘)i 39 X19402 902654 9T 1030701 1096078 1 20040% 1265963
laxpayers
2. Numberof re- 370685 403424 478200 541258 579398 611563 OHX5455 607
wrns filed
under SAS,

Y Pereentage 5540 .0 5298 55.40 56.20 S5.80 56.82 55.42
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4.7 The number of persons who made reasonably better declarations of
income and availed the benefit of immunity from total Audit has also
increased. There were only 22128 such cases in 1979-80 while the number
rose to 305144 in 1986-87.

48 In spite of the increase in the number of taxpayers, the Department
of Income Tax was able to cope with the heavy workload. This is amply
indicated by the fact that 653774 assessments were completed in 1979-80
while the number rose to 1233006 in 1986-87.

Tax evasion cases detected were as follows:—

1981-82 1982-83 1983-84 1984-85 1985-86 1986-87

No. of concealment cases de- 1992 3291 2413 2108 2082 3971
tected.

Amount of demand created 844 1389 90.9 53.9 39.4 83.0
in concealment cases (in

million)

49 Due attention has been given to ensure justice to tax payers who filed

appeals against assessment orders. During 1986-87 the number of appeals
and revision petitions disposed of was 49367 while only 9225 remained
pending for disposal.

SECTION 11
REGIONAL COMMISSIONER OF INCOME TAX
SOUTHERN REGION

4.10 Southern Region comprises two provinces, namely Sind and
Baluchistan. There are 8 Zonal Commissioners of Income Tax, one
Commissioner of Wealth Tax and one Director Survey, Vigilance,
Inspection and Audit working in the Region. There are also six
Commissioners of Appeals working under him.

Performance
(i) Collection.—Income Tax collection during 1986-87 was Rs.

6620.3 million (net) against Rs. 4463.9 million during 1985-
86. registering an increase of 48.3%.



(i)

(iii)

(iv)

(v)

(vi)

(vii)

(viii)

(ix)

(x)
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Current Demand.—Demand created during 1986-87
amounted to Rs. 2867.0 million as against Rs. 2402.5 million
during 1985-86, registering an increase of 19.3%. Out of the
demand created during 1986-87 collection amounted to Rs.
1536.2 million or 53.6%. In 1985-86, collection amounted to
Rs. 1007.3 million or 41.9% of the demand created.

Arrear Demand.—Recoverable arrears during 1986-87
aggregated Rs. 2341.9 million, of which Rs. 314.3 million or
13.4% was collected. In 1985-86, recoverable arrears
amounted to Rs. 1250.0 million, out of which Rs, 2235
million or 17.9% was collected.

Collection at source.—During 1986-87 collection at source
amounted to Rs. 3107.0 million as against Rs. 1386.8 million
during 1985-86.

Payment with Returns.—Payment with returns during 1986-
87 amounted to Rs. 2875.9 million as against Rs. 2658.3
million during 1985-86, showing an increase of 8.2%.

Assessments.—The number of current assessments during
1986-87 was 448823; out of this, 438367 were disposed of
which gave a percentage of 97.7.

Concealment Cases—Total number of Concealment cases
for disposal was 2017 during the year, 1360 cases were
disposed of. Demand created amounted to Rs. 130.9
million.

Number of Appeals.—Number of appeals (including revision
petitions) during the year 1986-87 was 20225; of these 17796
cases were disposed of. The percentage of disposal was
88.0.

New Assessees.—Number of new assessees discovered
during 1986-87 was 6411.

Refund—Refund of Rs. 1213.1 million was issued during
1986-87 as against Rs. 812.0 million issued during 1985-86.
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COMMISSIONER OF INCOME TAX
CENTRAL ZONE "A° KARACHI

411 The Zone has jurisdiction over limited companies whose names
begin with the letters A, B, C, H, K, L, P, T, Y and Z. and whose main
business is of insurance, catching, preserving and freezing fish or dealing
in or manufacturing paper or paper board, or ship breaking as well as the
directors of these companies. ’

Performance

(i) Collection—Income Tax collection during 1986-87 was
Rs. 443.6 million (net) against Rs. 799.2 million during 1985-86.
registering a decrease of 44.5%.

(i) Current Demand.—Demand created during 1986-87 amounted
to Rs. 341.4 million as against Rs. 439.4 million during 1985-86,
registering a decrease of 22.3%. Out of the demand created during
1986-87, collection amounted to Rs. 169.9 million or 49.8%. In 1985-86,
collection amounted to Rs. 226.8 million or 51.6% of the demand created.

(ii) Arrear Demand.—Recoverable arrears during 1986-87
aggregated Rs. 422.4 million, of which Rs. 55.1 million or 13.0% was
collected. In 1985-86, recoverable arrears amounted to Rs. 340.3 million,
out of which Rs. 43.3 million or 12.7% was collected.

(iv) Collection Iaf source.—During 1986-87 Collection at source
amounted to Rs. 7.8 million as against Rs. 13.4 million during 1985-86,
registering a decrease of 41.8.%

(v) Payment with returns.—Payment with returns during 1986-87
amounted to Rs. 474.1 million as against Rs. 634.9 million during 1985-86
showing a decrease of 25.3%.

(vi) Assessments.—The number of current assessments during
1986-87 was 5346. Out of this, 4707 were disposed of, which gave a
percentage of 88.0.

(vii) Concealment Cases.—Total number of concealment cases for
disposal was 52 during the year 1986-87. 46 cases were disposed of.
Demand created amounted to Rs. 69.4 million.
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(vii) - New dssessees. Number of new assessees discovered during
[986-87 was 35,

Refund.—Relund of Rs. 263.3 million was issued during 1986-87 as
agamst Rs. 119.2 million issued during 1985-86.

COMMISSIONER OF INCOME TAX
CENTRAL ZONF "B KARACHI

4.12 The Zone has jurisdiction over company cases of pharmaceutical
industry. cement industry. sugar manufacturing unit. engineering goods
industry. oil. gas and mines, vegetable ghee and oil industry, chemicals as
well as companies beginning with letters D. E. F, G. 1. J. M. N. O. Q and
g

Performance

(i) Collection.—Income Tax collection during 1986-87 was
Rs. 2177.7 million (net) against Rs. 1747.7 million during 1985-86.
registering an increase of 24.6%.

(1)  Current Demand.—Demand created during 1986-87 amounted
to Rs. 905.9 million as against Rs. 602.4 million during, 1985-86.
registering an increase of 50.4%. Out of the demand created during
1986-87, collection amounted to Rs. 518.5 million or 57.2%. In 1985-86.
collection amounted to Rs. 289.4 million or 48.0% of the demand
created.

(1)) Recoverable arrears during 1986-87 aggregated Rs. 267.2
million, of which Rs. 58.7 million or 22.0% was collected. In 1985-86
recoverable arrears amounted to Rs. 421.2 million. out of which Rs. 41 8
million or 9.9% was collected.

(iv) Collection at source.—During 1986-87 collection at source
amounted to Rs. 163.1 million as against Rs. 165.3 million during
1985-86, registering a decrease of 1.3%.

(v) Payment with Returns.—Payment with returns during 1986-87
amounted to Rs. 1704.1 million as against Rs. 1384.8 million during
1985-86, showing an increase of 23.1.%
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(vi) Assessments.—The number of current assessments during
1986-87 was 4552. Out of this 4410 were disposed of, which gave a
percentage of 96.9.

(vii) Concealment Cases.—Total number of concealment cases for
disposal was 25 during the year 1986-87. 25 cases were disposed of .
DemandAcreated amounted to Rs. 3.1 million.

(viii) New Assessees.—Number of new assessees discovered during
1986-87 was 18.

(ix) Refund—Refund of Rs. 266.7 million was issued during
1986-87 as against Rs. 133.6 million issued during 1985-86.

COMMISSIONER OF INCOME TAX
CENTRAL "C' ZONE KARACHI

4.13 The Zone has jurisciction over the Karachi division and Lasbela
district of Baluchistan, banks, airlines, advertising agents, travel agents,
textile mills, construction cor:panies and hotels. '

Performance

(i) Collection:—Income Tax collection during 1986-87 was Rs.
1448 .8 million (net) against Rs. 1112.4 million during 1985-86 regi.fer'ng
an increase of 30.2%.

(ii) Current Demand.—Demand created during 1986-87 amounted
to Rs. 1094.2 million as against Rs. 943.9 million during 1985-86,
registering an increase of 15.9%. Out of the demand created during
1986-87, collection amounted to Rs. 660.5 million or 60.4%. In 1985-86,
collection amounted to Rs. 323.7 million or 34.3% of the demand creafed.

(iii)y Arrear demand—Recoverable arrears during 1986-87
aggregated Rs. 1101.1 million, of which Rs. 100.6 million or 9.1% was
collected. In 1985-86 recoverable arrears amounted to Rs. 115.9 million,
out of which Rs. 51.7 million or 44.6% was collected.
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(iv)  Collection at Source.—During 1986-87 collection at source
amounted to Rs. 825.9 million as against Rs. 758.5 million during
1985-86, registering an increase of 8.9%.

(v)  Payments with returns.—Payment with returns during 1986-87
amounted to Rs. 363.4 million as against Rs. 288.6 million during 1985-
86, showing an increase of 25.9%.

(vi) Assessments.—The number of current assessments during
1986-87 was 5468. Out of this, 5306 were disposed of which gave a
percentage of 97.0. '

(vii)  Concealment cases.—Total number of concealment cases for
disposal was 118 during the year 1986-87. 87 cases were disposed of,
Demand created amounted to Rs. 33.8 million.

(viii)  New Assessees.—Number of new assessees discovered during
1986-87 was 305.

(ix) Refund—Refund of Rs. 501.6 million was issued during
1986-87 as against Rs. 310.1 million issued during 1985-86.

COMMISSIONER OF INCOME TAX
CENTRAL ‘D’ ZONE KARACHI

Performance

4.14(i) Collection.—Income Tax collection during 1986-87 was Rs.
341.9 million (net) against Rs. 311.6 million during 1985-86, registering
an increase of 9.7%.

(i) Current Demand.—Demand created during 1986-87 amounted
to Rs. 61.9 million as against Rs. 61.4 million during 1985-86, registering
an incree of 0.8%. Out of the demand created during 1986-87 collection
amounted to Rs. 17.1 million or 27.6%. In 1985-86, collection amounted
to Rs. 13.9 million or 22.6% of the demand created.

(i) Arrear Demand.—Recoverable arrears during 1986-87
aggregated Rs. 60.4 million, of which Rs. 20.7 million or 34.3% was
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collected. In 1985-86, recoverable arrears amounted to Rs. 57.4 million,
out of which Rs. 14.2 million or 24.7% was collected.

(iv) Collection at source—During 1986-87 collection at source
amounted to Rs. 239.9 million as against Rs. 205.6 million during
1985-86, registering an increase of 16.7%.

(v) payment with Returns.—Payment with returns during 1986-87
amount to Rs. 71.3 million as i_lgainst Rs. 84.9 million during 1985-86,
showing a decrease of 16.0%.

(vi) Assessments—The number of current assessments during
1986-87 was 134121. Out of this, 131467 were disposed of, which gave a
percentage of 98.0.

(vii) Concealment Cases.—Total number of concealment cases for
disposal was 278 during the year 1986-87. 212 cases were disposed of.
Demand created amounted to Rs. 2.9 million.

(viii) New Assessees.—Number of new assessees discovered during
1986-87 was 3106.

(ix) Refunds—Refund of Rs. 7.1 million was issued during
1986-87 as against Rs. 7.0 million issued during 1985-86.

COMMISSIONER OF INCOME TAX

EAST ZONE, KARACHI

Performance

4.15() Collection—Income Tax collection during 1986-87 was
Rs. 160.2 million (net) against Rs. 102.0 million during 1985-86,
registering an increase of 57.1%.

(if) Current Demand.—Demand created during 1986-87 amounted
to Rs. 128.1 million as against Rs. 103.5 million during 1985-86,
registering an increase of 23.8%. Out of the demand created during
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1986-87 collection amounted to Rs. 71.8 million or 56.0%. In 1985-86,
collection amounted to Rs. 60.8 million or 58.7% of the demand created.

(i) Arrear Demand.—Recoverable arrears during 1986-87
aggregated Rs. 180.4 million, of which Rs. 25.3 million or 14.0% was
collected. In 1985-86 recoverable arrears amounted to Rs. 62.9 million,
out of which Rs. 23.2 million or 36.9% was collected.

(iv) Collection at Source—During 1986-87, collection at source
amounted to Rs. 0.4 million as against Rs. 0.2 million during 1985-86
registering an increase of 100%.

(v) Payment with returns.—Payment with returns during 1986-87
amounted to Rs. 92.9 million as against Rs. 91.0 million during 1985-86,
showing an increase of 2.1%.

(vi)  Assessments.—The number of current assessments during
1986-87 was 68829. Out of this, 66713 were disposed of, which gave a
percentage of 96.9.

(vi)) Concealment Cases—Total number. of Concealment cases for
disposal was 113 during the year 1986-87. 75 cases were disposed of
Demand created amounted to Rs. 6.2 million.

(viii)  New Assessees.—Number of new assessees discovered during
1986-87 was 997, '

(iX) Refund—Refund of Rs. 30.2 million was issued during
1986-87 as agninst Rs. 73.1 millon issued during 1985-86.

COMMISSIONER OF INCOME TAX
WEST ZONE, KARACH]I

Performance

4.16 (i) Collection.—Income Tax collection during 1986-87 was Rs. 91.4
million (net) against Rs. 36.6 million during 1985-86, registering an
increase of 149.7%.
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(i) Current Demand—Demand created during 1986-87 amounted
to Rs. 159.7 million as against Rs.83.4 million during 1985-86 registering
an increase of 91.5%. Out of the demand created during 1986-87,
collection amounted to Rs. 39.5 million or 24.7%. In 1985-86, collection
amounted to Rs. 33.9 million or 40.6% of the demand created.

(iii) Arrear Demand.—Recoverable arrears during 1986-87
aggregated Rs. 78.4 million, of which Rs. 24.6 million or 31.4% was
collected. In 1985-86. recoverable arrears amounted to Rs. 51.5 millfon,
out of which Rs. 21.1 million or 41.0% was collected.

(iv) Collection at Source—During 1986-87, collection at source
amounted to Rs. 6.0 million as against Rs.8.5 million during 1985-86
registering a decrease of 29.4%.

(v) Payment with Returns—Payment with returns during 1986-87
amounted to Rs. 56.1 million as against Rs. 67.8 million during 1985- 86,
showing a decrease of 17.3%.

(vi) Assessments—The number of current assessments during
1986-87 was 75081. Out of this, 71970 were disposed of, which gave a
percentage of 95.9. :

(vii) Concealment Cases.—Total number of concealment cases for
disposal was 241 during the year 1986-87. 208 cased were disposed of.
Demand created amounted to Rs. 10.6 million.

(viii) New Assessees.—Number of new assessees discovered during
1986-87 was 113.

(ix) Refund—Refund of Rs. 34.8 million was issued during
1986-87 as against Rs. 94.7 million issued during 1985-86.

COMMISSIONER OF INCOME TAX
SOUTH ZONE KARACHI

4.17 The Zone has jurisdiction over the residential areas such as
Clifton, Defence Housing Society, Drigh Colony, Malir, Landhi,
PECHS, and some commercial areas such as Suddar and Tariq Road as
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well as the non-company cases of transporters of Karachi Civil Division.

Performance

(1) Collection.—Income Tax collection durin 2 1986-87 was Rs. 98.0
million (net) against Rs. 82.9 million during 1985-86, registering an
increase of 18.2%.

(1) Current Demand.—Demand created during 1986-87 amounted
to Rs. 90.0 million as against Rs. 59.0 million during 1985-86, registering
an increase of 52.5%. Out of the demand created during 1986-87
collection amounted to Rs. 37.4 million or 41 .6%. In 1985-86, collection
amouted to Rs. 25.4 million or 43.1% of the demand created.

(ii)) Arrear Demand—Recoverable arrears during 1986-87
aggregated Rs. 99.1 million, of which Rs. 13.1 million or 13.2% was
collected. In 1985-86, recoverable arrears amounted to Rs. 80.3 million,
out of which Rs. 10.5 million or 13.1% was collected.

(iv) Collection at source.—During 1986-87, collection at source
amounted to Rs. 7.5 million as against Rs. 6.3 million during 1985-86,
registering an increase of 19.0%.

(V)  Payment with Returns—Payment with returns during 1986-87
amounted to Rs. 49.7 million as against Rs. 51.9 million during 1985-86,
showing a decrease of 4.2%.

(vi) Assessments.—The number of current assessments during
1986-87 was 43344. Out of this, 42814 were disposed of, which gave a
percentage of 98.8.

(vii) -~ Concealment Cases.—Total number of concealment cases for
disposal was 164 during the year 1986-87. 135 cases were disposed of.
Demand created amounted to Rs. 4.5 million.

(viil)  New Assessees.—Number of new assessees discovered during
1986-87 was 657.

(ix) Refunds.—Refund of Rs. 9.7 million was issued during 1986-87
as against Rs. 11.2 million issued during 1985-86.
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COMMISSIONER OF INCOME TAX
HYDERABAD ZONE HYDERABAD

Performance

4.18 (i) Collection—Income, Tax collection during 1986-87 was
Rs. 311.4 million (net) against Rs. 271.5 million during 1985-86,
registering an increase of 14.7%.

(i) Current Demand.—Demand created during 1986-87 amounted
to Rs. 85.8 million as against Rs. 109.5 million during 1985-86, registering
a decrease of 21.6%. Out of the demand created during 1986-87,
collection amounted to Rs. 21.5 million or 25.1%. In 1985-86, collection
amounted to Rs. 33.4 million or 30.5% of the demand created.

(iii) Arrear Demand.—Recoverable arrears during 1986-87
aggregated Rs. 132.4 million, of which Rs. 16.2 million or 12.2% was
collected. In 1985-86 recoverable arrears amounted to Rs. 120.5 million
out of which Rs. 17.7 million or 14.7% was collected.

(iv) Collection at’ source.—During 1986-87 collection at source
amounted to Rs. 309.1 million as against Rs. 229.1 million during 1985-86
registering an increase of 34.9%.

(v) Payment with Return.—Payment with returns during 1986-87
amounted to Rs. 64.3 million as against Rs. 54.4 million during 1985-86,
showing an increase of 18.2%.

(vi) Assessments—The number of current assessments during
1986-87 was 112082. Out of this, 110980 were disposed of, which gave a
percentage of 99.0.

(vii) Concealment Cases.—Total number of concealment cases for
disposal was 1026 during the year 1986-87. 572 cases were disposed of.
Demand created amounted to Rs. 0.4 million.

(viii) New Assessees.—Number of new assessees discovered during
1986-87 was 1180.
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(ix) Refund—Refund of Rs. 99.7 million was issued during
1986-87 as against Rs. 63.1 million issued during 1985-86.
SECTION 111

REGIONAL COMMISSIONER OF INCOME TAX
CENTRAL REGION

4.19 The Central Region started functioning with the beginning of the
financial year 1984-85. It has jurisdiction over the city of Lahore, districts
of Sheikhupura, Kasur, Okara, Civil division of Multan, Bahawalpur
and Dera Ghazi Khan, Wealth Tax Zone (Central Region) as well as
Survey, Vigilance, Inspection and Audit. It is headed by a Regional
Commissioner (B-21). There are four zonal commissioners of Income
Tax, one Commissioner of Wealth Tax and one Director (Survey,
Vigilance, Inspection and Audit).

Peformance

(1) Collection—Income Tax collection during 1986-87 was
Rs. 1780.2 million (net) against Rs. 1625.5 million during 1985-86,
registering an increase of 9.5%.

(i)  Current Demand.—Demand created during 1986-87 amounted
to Rs. 1005.1 million as against Rs. 863.1 million during 1985-86,
registering an- increase of 16.5%. Out of the demand created during
1986-87 collection amounted to Rs. 487.5 million or 48.5%. In 1985-86,
collection amounted to Rs. 244.1 million or 28.3% of the demand created.

(i)  Arrear Demand.—Recoverable arrears during 1986-87
aggregated Rs. 987.5 million, of which Rs. 154.7 million or 15.7% was
collected. In 1985-86 recoverable arrears amounted to Rs. 877.7 million,
out of which Rs. 182.0 million or 20.7% was collected.

(iv)  Collection at source.—During 1986-87, collection at source
amounted to Rs. 650.5 million as against Rs. 243.1 million during
1985-86.

(v)  Payment with Returns.—Payment with returns during 1986-87
amounted to Rs. 718.9 million as against Rs. 1053.2 million during
1985-86, showing a decrease of 31.7%.
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(vi) Assessments—The number of current assessments during
1986-87 was 366709. Out of this 362398 were disposed of, which gave a
percentage of 98.8.

(vii) Concealment Cases.—Total number of concealment cases for
disposal was 1056. During the year 578 cases were disposed of. Demand
created amouted to Rs. 17.5 million.

(viii) Number of Appeals—Number of appeals (including Revision
Petitions) during the year 1986-87 was 18279. Of these 14795 cases were
disposed of. The percentage of disposal was 80.9.

(ix) New assessees.—Number of new assessees discovered during
1986-87 was 9477.

(x) Refund—Refund of Rs. 231.4 million was issued during
1986-87 as against Rs. 96.9 million issued during 1985-86.

COMMISSIONER OF INCOME TAX
MULTAN ZONE MULTAN

4.20 The Zone comprises the civil divisions of Multan, Bahawalpur and
Dera Ghazi Khan.

Performance

(i) Collection—Income Tax collection during 1986-87 was
Rs. 175.0 million (net) against Rs. 189.3 million during 1985-86,
registering a decrease of 7.6%.

(i) Current Demand.—Demand created during 1986-87 amounted
to Rs. 69.8 million as against Rs. 87.7 million during 1985-86, registering
a decrease of 20.4%. Out of the demand created during 1986-87, collec-
tion amounted to Rs. 21.0 million or 30.1%. In 1985-86, collection
amounted to Rs. 23.0 million or 26.2% of the demand created.

(iii) Arrear Demand —Recoverable arrears during 1986-87 aggre-
gated Rs. 126.3 million, of which Rs. 22.4 million or 17.7% was collected.
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In 1985-86 recoverable arrears amounted to Rs. 118.4 million out of
which Rs. 20.1 million or 17.0% was collected.

(iv)  Collection at source—During 1986-87, collection at source
amounted to Rs.101.2 million as against Rs. 99.7 million during 1985-86.

(v)  Payment with Returns.—Payment with returns during 1986-87
amounted to Rs. 54.7 million as against Rs. 61.5 million during 1985-86,
showing a decrease of 11.1%.

(vi) Assessments.—The number of current assessments during
1986-87 was 118387. Out of this, 117047 were disposed of, which gave a
percentage of 98.9.

(vii) Concealment Cases.—Total number of concealment cases for
disposal was 278 during the year 1986-87. 132 cases were disposed of.
Demand created amounted to Rs. 2.0 million.

(viii) New Assessees.—Number of new assessees discovered during
1986-87 was 32.

(ix) Refunds.—Refund of Rs. 24.3 million was issued during
1986-87 as against Rs. 15.0 million issued during 1985-86.

COMMISSIONER OF INCOME TAX
ZONE ‘A’ LAHORE

4.21 The Zone comprises the City of Lahore surounded by the Mall, Ravi
Road and Canal.

Performance
(1) Collection—Income Tax collection during 1986-87 was
Rs. 71.7 million (met) against Rs. 134.6 million during 1985-86,

registering a decrease of 46.7%.

(i) Current Demand.—Demand created during 1986-87 amounted
to Rs. 126.1 million as against Rs. 119.9 million during 1985-86,
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registering an increase of 5.2%. Out of the demand created during
1986-87 collection amounted to Rs. 33.4 million or 26.5%. In 1985-86
collection amounted to Rs. 57.0 million or 47.5% of the demand created.

(iii) Arrear Demand—Recoverable arrears during 1986-87
aggregated Rs. 136.9 million, of which Rs. 23.8 million or 17.4% was
collected. In 1985-86 recoverable arrears amounted to Rs. 195.2 million,
out of which Rs. 34.2 million or 17.5% was collected.

(iv) Collection at source—During 1986-87 collection at source
amounted to Rs. 0.1 million as against Rs. 3.9 million during 1985-86.

(v) Payment with Returns.—Payment with returns during 1986-87
amounted to Rs. 59.3 million as-against Rs. 64.4 million during 1985-86,
showing a decrease of 7.9%.

(vi) Assessments.—The number of current Assessments during
1986-87 was 98822. Out of this, 97071 were disposed of, which gave a
percentage of 98.2.

(vii) Concealment Cases.— Total number of concealment cases for
disposal was 316 during the year 1986-87. 196 cases were disposed of.
Demand created amounted to Rs. 10.4 million.

(vi) New Assessment—Number of new assessees discovered
during 1986-87 was 4067.

(ix) Refund—Refund of Rs. 449 million was issued during
1986-87 as against Rs. 24.9 million issued during 1985-86.

COMMISSIONER OF INCOME TAX
ZONE ‘B LAHORE

4.22 The Zone comprises the city of Lahore not included in Lahore
Zone-A, districts of Sheikhupura, Kasur and Okara.

Performance
(i) Collection—Income Tax collection during 1986-87 was
Rs.172.6 million (net) against Rs. 229 8 million during
1985-86, registering a decrease of 24.9%.



(i)

(111)

(iv)

(v)

(vi)

(vii)

(viii)

(ix)

34

Current Demand.—Demand created during 1986-87 amounted
to Rs. 167.4 million as against Rs. 148.5 million during
1985-86, registering an increase of 12.7%. Out of the demand
created during 1986-87 collectin amounted to Rs.43.3 million
or 25.9%. In 1985-86, collection amounted to Rs.27.1 million
or 18.2% of the demand created.

Arrear  Demand—Recoverable arrears during 1986-87
aggregated Rs. 211.7 million, of which Rs. 32.5 million or
15.4% was collected. In 1985-86, recoverable arrears
amounted to Rs. 266.5 million, out of which Rs. 47.4 million or
17.8% was collected.

Collection at source.—During 1986-87, collection at source
amounted to Rs. 101.0 million as against Rs. 105.7 million
during 1985-86.

Payment with Returns —Payment with returns during 1986-87
amounted to Rs. 41.8 million as against Rs. 55.8 million during
1985-86, showing a decrease of 25.1%.

Assessments.—The number of current assessments during
1986-87 was 142094. Out of this, 141101 were disposed of
which gave a percentage of 99.3.

Concealment Cases.—Total number of concealment cases for
disposal was 174 during the year 1986-87. 52 cases were
disposed of. Demand created amounted to Rs. 1.8 million.

New assessees—Number of new assessees discovered during
1986-87 was 5228.

Refund.—Refund of Rs.46.0 million was issued during 1986-87
as against Rs.6.2 million issued during 1985-86.

COMMISSIONER OF INCOME TAX
CENTRAL ZONE LAHORE

4.23 The Zone comprises limited company cases and the directors of the
companies whose head offices are situated in Lahore Zone-A and Lahore

Zone-B.
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Performance

()

(ii)

(iif)

(iv)

v)

(vi)

(vii)

(viii)

(ix)

Collection—Income Tax collection during 1986-87 was
Rs.950.1 million (net) against Rs. 1071.8 million during
1985-86, registering a decrease of 11.4%.

Current Demand.—Demand created during 1986-87 amounted
to Rs. 641.8 million as against Rs. 507.0 million during
1985-86, registering an increase of 26.6%. Out of the demand
created during 1986-87 collection amounted to Rs.389.8
million or 60.7%. In 1985-86, collection amounted to Rs.137.0
million or 27.0% of the demand created.

Arrear Demand.—Recoverable arrears during 1986-87
aggregated Rs. 512.6 million, of which Rs. 76.0 million or
148% was collected. In 1985-86, recoverable arrears
amounted to Rs. 297.6 million, out of which Rs. 80.3 million or
27.0% was collected.

Collection at source—During 1986-87, collection at source
amounted to Rs. 37.4 million as against Rs. 33.8 million during
1985-86.

Payments with Returns.—Payment with returns during
1986-87 amounted to Rs. 563.1 million as against Rs.871.5
million during 1985-86, showing a decrease of 35.4%.

Assessments.—The number of current assessments during
1986-87 was 7406. Out of this, 7179 were disposed of which
gave a percentage of 96.9,

Concealment Cases.—Total number of Concealment cases for
disposal was 288 during the year 1986-87. 198 cases were
disposed of. Demand created amounted to Rs. 3.3 million.

Number of new assessees discovered during 1986-87 was 150.

Refund—Refund of Rs.116.2 million was issued during
1986-87 as against Rs.50.8 million issued during 1985-86.
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SECTION IV

REGIONAL COMMISSIONER OF INCOME TAX

NORTHERN REGION

4.24 The office of the Regional Commissioner of Income Tax was set up
at Islamabad in 1984 headed by a Regional Commissioner (B-21). Its
jurisdiction extends to NWFP, capital territory of Islamabad and Civil
Divisions of Rawalpindi, Gujranwala, Faisalabad and Sargodha. There
are 4 zonal Commissioners at Rawalpindi, Peshawar, Gujranwala and
Faisalabad as well as one Director, Survey, working under the Regional
Commissioner. 3 Commissioners of Appeals and 8 Appellate Assistant
Commissioners are also working under this office to deal with the
appellate work.

Performance

(1)

(i)

(iii)

(iv)

v)

Collection—Income tax collection during 1986-87 was
Rs. 1953.8 million (net) against Rs. 1604.6 million during
1985-86, registering an increase of 21.8%.

Current Demand—Demand created during 1986-87 amounted
to Rs. 533.9 million as against Rs. 448.0 million during
1985-86, registering an increase of 19.2%. Out of the
demand created during 1986-87, collection amounted to
Rs. 208.5 million or 39.1%. In 1985-86, collection amounted to
Rs. 151.5 million or 33.8% of the demand created.

Arrear Demand—Recoverable arrears during 1986-87
aggregated Rs. 794.6 million, of which Rs. 276.8 million or
34.8% was collected. In 1985-86 recoverable arrears
amounted to Rs. 519.4 million, out of which Rs. 101.5 million
or 19.5% was collected.

Collection at Source.—During 1986-87, collection at source
amounted to Rs. 827.6 million as against Rs. 610.5 million
during 1985-86.

Payment with Returns.—Payment with returns during 1986-87
amounted to Rs. 751.6 million as against Rs. 859.9 million
during 1985-86, showing a decrease of 12.6%.
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Assessments.—The number of current assessments during
1986-87 was 450431. Out of this, 439579 were disposed of,
which gave a percentage of 97.6

Concealment Cases.—Total number of concealment cases for
disposal was 1335 during the year 1986-87. 554 cases were
disposed of. Demand created amounted to Rs.7.8 million.

Number of Appeals.—Number of appeals (including revision
petitions) During the year 1986-87 was 20088. Of these, 16776
cases were disposed of. The percentage of disposal was 83.5.

New Assessees—Number of new assessees discovered during
1986-87 was 20381.

Refund—Refund of Rs.110.7 million was issued during
1986-87 as against Rs.118.8 million issued during 1985-86.

COMMISSIONER OF INCOME TAX
GUIRANWALA ZONE

4.25. The Zone comprises the districts of Gujranwala, Sialkot and

Guyjrat.

Performance

(i)

(ii)

(ii)

Collection—Income tax collection during 1986-87 was
Rs.141.1 million (net) against Rs. 133.5 million during
1985-86, registering an increase of 5.7%.

Current Demand.—Demand created during 1986-87 amounted
to Rs. 97.6 million as against Rs. 60.3 million during 1985-86
registering an increase of 61.8%. Out of the demand created
during 1986-87 collection amounted to Rs.28.3 million or
29%. In 1985-86, collection amounted to Rs.26.3 million or
43.6% of the demand created.

Arrear Demand—Recoverable arrears during 1986-87
aggregated Rs. 71.8 million, of which Rs. 19.0 million or 26.5%
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was collected. In 1985-86, recoverable arrears amounted to
Rs. 171.0 million, out of which Rs. 20.8 million or 12.2% was
collected.

(iv) Collection at Source—During 1986-87, collection at source
amounted to Rs. 34.0 million as against Rs. 31.6 m."lion during
1985-86.

(v) Payment with Returns—Payments with returns during
1986-87 amounted to Rs. 70.1 million as against Rs. 64.7
million during 1985-86 showing an increase of 8.3%.

(vi) Assessments.—The number of current assessments during
1986-87 was 98565. Out of this, 94475 were disposed of,which
gave a percentage of 95.9

(vii) Concealment Cases—Total number of concealment cases for
disposal was 345 during the year 1986-87. 99 cases were
disposed of. Demand created amounted to Rs. 0.7 million.

(viii) New Assessees.—Number of new assessees discovered during
1986-87 was 7579.

(ix) Refund—Refund of Rs. 10.3 million was issued during 1986-87
as against Rs. 9.9 million issued during 1985-86.

COMMISSIONER OF INCOME TAX
FAISALABAD ZONE

4.26 The Zone has jurisdiction over two civil divisions i.e., Faisalabad
and Sargodha.

Performance

(i) Collection—Income Tax collection during 1986-87 was
Rs.181.4 million (net) as against Rs.179.4 million during

1985-86, registering an increase of 1.1%.

(i) Current demand.—Demand created during 1986-87 amounted
to Rs. 105.9 million as against Rs. 73.7 million during 1985-86,
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registering an increase of 43.7%. Out of the demand created
during 1986-87 collection amounted to Rs. 39.1 million or
36.9%. In 1985-86, collection amounted to Rs. 37.1 million or
50.3% of the demand created.

(ii) Arrear demand.—Recoverable arrears during  1986-87
aggregated Rs. 83.1 million, of which Rs. 21.5 million or 25.9%
was collected. In 1985-86, recoverable arrears amounted to
Rs. 77.2 million, out of which Rs. 21.0 million or 27.2% was
collected.

(iv) Collection at source—During 1986-87, collection at source
amounted to Rs. 71.8 million as against Rs. 58.5 million during
1985-86.

(v)  Payment with Returns—Payment with returns during 1986-87
amounted to Rs. 62.4 million as against Rs. 78.6 million during
1985-86, showing a decrease of 20.6%.

(vi) Assessments.—The number of current assessments during
1986-87 was 125010. Out of this. 121413 were disposed of
which gave a percentage of 97.1.

(vi)  Concealment cases.—Total number of Concealment cases for
disposal was 523 during the year 1986-87 257 cases were
disposed of. Demand created amounted to Rs. 4.0 million.

(vii))  New Assessees.—Number of new assessees discovered during
1986-87 was 9729,

(ix)  Refund.—Refund of Rs. 13.4 million was issued during 1986-87
as against Rs.15.8 million issued during 1985-86.

COMMISSIONER OF INCOME TAX
RAWALPINDI ZONE

4.27 The Zone has jurisdiction over Rawalpindi division and Federal .
Area of Islamabad. It has also Jurisdiction over army personnel
irrespective of their place of posting in the country and central and
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provincial government servants serving in Rawalpindi division and the
Federal Capital.

Performance

()

(1)

(iii)

(iv)

V)

(vi)

(vi1)

(viii)

Collection—Income Tax collection during 1986-87 was
Rs.1080.1 million (net) against Rs. 1071.5 million during
1985-86, registering an increase of 0.8%.

Current Demand —Demand created during 1986-87 amounted
to Rs.255.4 million as against Rs. 227.6 million during 1985-86,
registering an increase of 12.2%. Out of the demand created
during 1986-87 collection amounted to Rs. 130.4 million or
51.1%. In 1985-86, collection amounted to Rs. 59.5 million or
26.1% of the demand created.

Arrear Demand—Recoverable arrears during 1986-87
aggregated Rs. 512.0 million, of which Rs. 214.9 million or
42.0% was collected. In 1985-86, recoverable arrears
amounted to Rs. 134.3 million, out of which Rs. 29.9 million or
22.3% was collected.

Collection at Source—During 1986-87, collection at source
amounted to Rs. 242.8 million as against Rs. 369.5 million
during 1985-86.

Payment with Returns.—Payments with returns during
1986-87 amounted to Rs. 541.0 million as against Rs. 647.9
million during 1985-86, showing a decrease of 16.5%.

Assessments.—The number of current assessments during
1986-87 was 149631. Out of this, 149049 were disposed of
which gave a percentage of 99.6. e

Concealment cases.—Total number of concealment cases for
disposal was 432 during the year 1986-87. 197 cases were
disposed of. Demand created amounted to Rs. 3.0 million.

New Assessees.—Number of new assessees discovered during
1986-87 was 1048.
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Refund.—Refund of Rs.49.0 million was issued during
1986-87 as against Rs.35.3 million issued during 1985-86.

COMMISSIONER OF INCOME TAX
PESHAWAR ZONE

4.28 The Zone has jurisdication over the whole of NWFP.

(@)

(ii)

(i)

(iv)

)

(vi)

(vii)

Performance
Collection.—Income Tax collection during 1986-87 was 223.4
million (net) against Rs. 220.2 million during 1985-86,
registering an increase of 1.5%.

Current Demand.—Demand created during 1986-87 amounted
to Rs. 75.0 million as against Rs. 86.4 million during 1985-86,
registering a decrease of 13.2%. Out of the demand created
during 1986-87, Collection amounted to Rs. 10.7 million or
14.3%. In 1985-86, collection amounted to Rs. 28.6 million or
33.1% of the demand created.

Arrear  demand —Recoverable arrears during 1986-87
aggregated Rs. 127.7 million, of which Rs. 2] 4 million or
16.8% was collected. In 1985-86, recoverable arrears
amounted to Rs. 136.9 million, out of which Rs. 29.8 million or
21.8% was collected.

Collection at source—During 1986-87 collection at source
amounted to Rs. 151.2 million as against Rs. 150.9 million
during 1985-86.

Payment with Returns.—Payment with returns during 1986-87
amounted to Rs. 78.1 million as against Rs. 68.7 million during
1985-86 showing an increase of 13.7%.

Assessments.—The number of current assessments during
1986-87 was 77225. Out of this 74642 were,disposed of which
gave an percentage of 96.7

Concealment Cases.—Total number of concealment cases for
disposal was 35 during the year 1986-87. 1 case was disposed of.
Demand created amounted to Rs. 0.1 million.
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(vili) New Assessees.—Number of new assessees discovered during

1986-87 was 2025.

(ix) Refund—Refund of Rs.38.0 million issued during 1986-87 as
against Rs.57.8 million issued during 1985-86.
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CHAPTER V

CUSTOMS

5.1 Customs duties are levied for two different reasons : some are to
afford protection to producers, others are levied to secure revenue.

52 Itis worth noting that although customs duties date back to the time
of King John (1167—1216), the present protective duties are of relatively
recent origin. The first imposition came in the U.K. in 1915 when
Mckenna, then Chancellor of the Exchequer, introduced “the Mckenna
duties” of 33-1/3% on a limited range of commodities. These duties were
later modified and extended under a number of Acts in the 1920s and
1930s. The notable among those were the Safeguarding of Industries Act
of 1921, the Import Duties Act of 1932, the Ottawa Agreement Act of
1932, and the Beefand Veal Customs Duties Act of 1937. Other laws were
enacted to protect specific commodities such as silk and hops.

53 A cursory glance at World Bank “World Development Report
1986 shows the importance of customs duties in the finances of develop-
ing countries. Whereas Uganda, Mauritius, Sudan and Ghana were
found to raise respectively 67.1% 50.6% 49.7% and 49% of the total
revenue (tax and non-tax revenue) from taxes on international trade and
transactions in 1983, the ratios for eight developing countries were
between 21.2% and 34.7%, and the lowest ratios were for Indonesia
(4.3%) and Turkey (7.2%). Amongst the industrial market economics,
Italy raised 0.2%, the USA 1.3%, Austria 1.4%, Denmark 0.8%, Sweden
0.6%, Australia 4.7% and Canada 4.8% of the total tax and non-tax
revenue. Pakistan raised 35.9% in 1986-87 from customs duties and sales
tax on imports. Economists object to extensive reliance on import duties.
Their first objection is that reliance on taxing consumer goods for which
their is a high income elasticity of demand will mean more than propor-
tionate reductions in revenue when income falls. Secondly, in the wake of
frequent changes in rates of import duties, the resultant upturn in retail
prices may help to generate demands for higher wages, and it is not likely
that inflationery consequences would be offset when prices fall. Thirdly,
the authorities run into all the difficulties of importers holding quantities
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of tax-paid stocks and thus suffer capital gains and losses as tax rates
change. It may result in loud protests to authorities. Fourthly, there is
likely to be a persistent problem of retention of protective elements of
duty long after the need for them has been over.

5.4 However, the reasons for the importance of customs duties in
developing countries are in part historical and in part based on present-
day justifications. Historical, because imports have been found to be the
basis from which the cash economy permeated a country. Present-day
justifications :

(i) since a developing country’s imports generally bear a large
_ ratio to GNP, it is only reasonable to levy taxes on them:;
(ii) there being a limited number of portsin a country, goods arrive
in ships or airgraft which cannot easily escape detection;
“(iii) the requirements of administration: taxing commodities is
desirable in view of the difficulty of levying income taxes at low
income levels;
(iv) political standpoint; it is a fact that customs duties are a less
obvious impost than income tax is,and
(v) the expenses of administering the Customs department are
very low.

5.5 Pakistan Import Tariff used to be a simple 87-item schedule till 1960
when a new tariff based on the Brussels Tariff Nomenclature was
adopted. The adoption implied that Pakistan import tariff would have
the same classification for each product in the tariffs of all contracting
countries and be useful for importers and exporters as well as the
government entering into trade agreements. The principle underlying the
revision was one of progressive classification under which all articles of
the same raw material were classified in the same chapter.

5.6 The new import tariff stipulates rules for interpretation of the tariff,
a comprehensive list of goods divided into chapters and sections, besides
legal notes to limit or extend the scope of various sections and chapters.
The main chapters generally consist of raw materials, semi-manufactures
and manufactured goods pertaining to particular industries, Tariff
headings are arranged in ascending order of the manufacturing stages
through which a material has passed. Legal notes explain the scope of the
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tariff headings. In cases where goods fall under more than one tariff
description because they consisted of two or more components, the tariff
provides specific directions in the headings themselves. The revenues
from import duties are affected by a) the structure of the rates at which
imports are taxed and b) the government’s import policy. There were 13
rates operative in 1986-87 viz 0% 10%, 20%, 30%, 40%, 60%, 80%,
100%, 125%, 150%, 225%, 425%, besides specific rates. The rate
structure is determined by a number of socio-economic factors. However,
the general scheme followed is that luxury and non-essential imports are
subject to higher rates than those used for development purposes.
Moreover, duties on raw materials and industrial requirements are lower
than on semi-finished and manufactured items. Almost all rates are ad
valorem with the exception of tobacco, betelnut, betel-leaves, yarn of
man-made fibres, PVC resin, cinematographic films etc. which are subject
to specific rates.

5.7 In 1982-83, a surcharge of 5 per cent on C&F Value of imports was
levied. The incidence of the surcharge on imported raw materials is
rebated for exports. In order to ensure facility to visitors to pakistan, the
goods at present importable free of duty under various baggage rules are
exempted from the surcharge. Likewise, post parcels, eligible for duty-
free imports, enjoy exemption. Books, drugs and medicine, too, do not
bear this incidence.

5.8 In order to ensure that the light of education was available for the
future generation, for which large and assured availability of funds was
needed, an Igra Surcharge of 5% was imposed on imports in 1985-86.

5.9 Back to theimport policy. The Import and Export Policy for 1986-87
was announced together. The import policy laid special emphasis on
stimulating and accelerating industrial output based on high value-added
products, more sophisticated engineering and chemical industries,
optimum utilisation of existing industrial capacity, expansion and
modernisation of agricultural sector, and protecting the consumer by
ensuring timely availability of consumer goods at reasonable prices to
pre-empt potential pressure on domestic prices.

5.10 The policy was inter alia, directed towards providing yet more
benefits to textile mills, because of liberal BMR facilities given to them.
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The facilities were now available 1o three sections of a composite 1.
mill viz. spinning. weaving and finishing instead of the two namc
spinning and weaving under the 1985-86 import policy.

5.11 Customs duties account for the largest share of total tax revenues.
Over the 1980-81 — 1986-87 period. these taxes generated revenue ranging
between 41.1 and 50.8 per cent of the total and were equal to between 5.8
and 6.2 percent of gross domestic product.

TABLE I - TAX REVENLUE (IN PERCENTAGE)

Category 1980-81 1984-85 1986-87

X X X Y X ¥EY
Income Tax. 20.2 28 172 200 18R 1.9
Customs. 41.1 5.8 444 54 508 6.2
Central Excise. 30.0 42 291 36 23 2.9
Sales Tax. 8.3 1.2 8.9 121 9.8 ]2
Others. (4.~ — 04 — 02., —
Total. 1000 14.0 100.0 122 1000 122

Note : X — Per cent of total revenue.
Y — Per cent of GDP,

5.12 Most of the revenues are derived from import duties. In 1986-87,
these accounted for 98.2 per cent of gross revenue. The proportions in
1980-81 through 1986-87 were 93.0 per cent. 95.5 per cent, 96.1 per cent,
96.6 per cent, 95.3 per cent, 95.1 per cent and 98.2 per cent respectively.

5.13 Most items of machinery and equipment bear a tax of 20 per cent
while agricultural machinery is imported free of duty. The average
incidence of customs duties on ‘consumer goods in 1986-87 was 68.9%
while on most raw materials it was 47.6 per cent, and on capital goods, it
was 34.7%. Ad valorem rates (in proportion to the estimated value of the
goods taxed) made up 61 per cent of import revenues in 1986-87, the
remainder 39 per cent being derived from specific rates (tax levied at a
fixed sum per unit of weight, quantity, volume, etc. irrespective of value).
The commodities bearing 40 per cent, 60 per cent, 80 per cent and 100 per
cent duty accounted for about 76 per cent of the revenue from ad valorem
rates. The rates of import duties are seemingly high; effectively, however,
these are substantially diluted by various concessions. Imports of plant,
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machinery, components and raw materials are allowed mostly at
concessional rates or otherwise duty free, such as imports meant for
balancing, modernization and replacement (BMR) of plant and
machinery; exemption from import duty of plant and machinery for
specified industries and for industries located in given parts of the
country, regardless of the nature of the industries. Regional incentives are
provided through partial/total refund of the import duties paid on raw
materials and components used in the manufactures of specified capital
goods in cases where the goods are used in certain areas and projects for
balancing, modernizing and replacement. Also, a number of agricultural
implements and some agricultural inputs and the local assembly of
tractors and vehicles are accorded preferential treatments, duty-wise.

5.14 Major imports such as sugar, machinery, iron and steel, edible oils,
vehicles. chemicals. yarn and fabrics. and tea and coffee etc. turned in
about 61 per cent of import duty revenues during 1986-87 compared to
59.3 per cent in 1980-81. Revenue from iron, steel and products thereof at
Rs. 1942.1 million in 1986-87 accounted for 7.0 per cent of the total
import duty revenues compared to Rs. 1876.1 million in 1980-81,
contributing 13.5 per cent.

TABLE 11

IMPORT DUTY REVENUES BY MAJOR
COMMODITY GROUP: 1980-81 AND 1986-87 (GROSS)

(Rs. in million)

Group Import Duty Collections As% of Total

1980-81 1986-87 1980-81 1986-87

1. Sugar. 6.4 39225 — 14.2
2. Machinery. 1651.4  3051.2 11.9 11.1
3. Vehicles. 1430.7 2410.2 10.3 8.7
4. Edible Oils. 113.1 21927 0.8 8.0
5. Iron & Sheet. 1876.1  1942.1 135 7.0
6. Yarn & Fabrics. 1996.8 1366.7 14.3 5.0
7. Chemicals. 4503 1052.8 352 3.8
8. Tea & Coffee 690.8 903.5 5.0 3.3

Total :— 8215.6 16841.7 59.0 61.1
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5.15 The relative contributions of consumer goods, raw materials for
consumer goods, capital goods and raw material for capital goods have
fluctuated over the years. Import duty revenues from consumer goods
and raw materials for consumer goods contributed 49 per cent of the total
in 1980-81 as against 63 percent in 1986-87. Contribution of capital goods
and raw materials for capital goods amounted to 51 per cent in 1980-8]
compared with 37 per cent in 1986-87. The increase in relative share of
consumer goods was due to huge import of sugar in 1986-87.

5.16 During 1986-87, the value of imports amounted to Rs. 92431 million,
up by 1.6 per cent over 1985-86. The higher value was accounted for by
relatively increased imports, inter alia, of sugar, tea, iron and steel scrap.
synthetic and artificial silkyarn, fertilizer, medicaments, plastic materials.
insecticides, etc. The main items of import during 1986-87 under
consumer goods were coffee & tea, drugs and medicines, wheat, milk
powder, sugar, milk food for infants, pulses, secondhand clothings and
books and journals. The share of consumer goods in total imports was 19
per cent, while the share of raw materials was 48 per cent.

5.17 Value of imports and €xports, annual increases, GDP and
percentage of imports to GDP are reflected in the table given below:

TABLE m

IMPORTS, EXPORTS AND GDP

Imports  Annual Exports  Annual  GDP cur % of % of
Year. (Millions  Increase (Millions  Increase ront prices  Imports  Exports
of  (percentage) of Rupees) (Percen- (Millions of  to GDP to GDP
Rupees) tage) Rupees)
1971-72 3495 — 3371 -— 49784 7.0 6.8
1972-73 8398 140.2 8551 153.7 61414 13.7 13.9
1973-74 13479 60.5 10161 18.8 81690 16.5 12.4
1974-75 20925 55.2 10286 1.2 103557 20.2 9.9
1975-76 20465 (—)22 11253 9.4 119736 17.1 94
1976-77 23012 124 11294 0.4 135982 16.9 83
1977-78 27815 209 12980 14.9 159925 17.4 8.1
1978-79 36388 30.8 16925 30.4 178038 20.4 9.5
1979-80 46929 29.0 23410 383 210602 223 1.1
1980-81 53544 14.1 29280 25.1 247596 21.6 1.8
1981-82 59482 1.1 26270 (—)10.3 289834 20.5 9.1
1982-83 68151 14.6 34442 311 326190 20.9 10.6
1983-84 76707 12.6 37339 84 372748 20.6 10.0
1984-85 89778 17.0 37970 13 430889 208 8.8
1985-86 90946 1.3 49592 30.6 485210 18.7 10.2

1986-87 92431 1.6 63268 27.6 537275 17.2 (N
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Taxation of export, though not a recent innovation (Sri Lanka imposed
export duties from 1803 to 1854), took on importance in the post-war
times. Now, a number of countries derive a good part of their revenue
from this type of duty, which mark a change from the pre-war days when
this type of levy was virtually unknown.

5.18 In some cases, tax rates are fixed at specific levels (Rs. per tonne etc.),
while in others, duties are levied on ad valorem levels. In Pakistan, most
export duties are imposed at ad valorem rates.

519 There are a number of advantages of this form of taxation.
Administratively, it is more acceptable than import duties, for the variety
of goods exported and the number of firms engaged in transactions are
both less in most developing countries than on import side. Secondly, a
country may be in a monopolistic position in the world market. In the
event, the whole or a greater part of the tax can be passed easily on to
foreigners, with not much reduction in the volume of sales. Incidentally,
there are very few countries in such position even in the short run. Finally,
if an export tax is levied at a time when exporters’ incomes are increasing,
through larger outputs or higher prices — or both — the export tax will be
a tax on windfall gains. In the circumstances, the export tax will be
desirable.

520 In 1986-87, export duty receipts, at Rs. 275.2 million, constituted
0.82 per cent of the customs duties. Of the Rs. 275.2 million, Rs. 150.6
million, or 54.7 per cent, was accounted for by raw cotton, with the
remainder collected from tanned leather. molasses. marble. stainless steel
cutting, crushed bones, etc. The yield of export duties in Pakistan has
fluctuated over the years; in fact, it has been unstable from one year to
another. The reason is, largely, changes occuring in the composition of
exports, from primary products to manufactures and fluctuations in
prices in the international market.
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CUSTOM DUTIES RECEIPTS
I. KARACHI CUSTOM-HOUSE

5.21 Customs duties (net) collected at the Karachi Custom-House
amounted to Rs.28385.6 million during the year 1986-87. The collection
accounted for 85.08% of the total customs duties. The collections at
Rs.28385.6 million were higher by Rs.2721.2 million or by 10.60% as
compared with those of 1985-86.

Import duties

5.22 Collections amounted to Rs.22726.5 million during the year
1986-87. The collections accounted for 82.40% of the total import duties
collected in the country during the said period. The collections at
Rs.22726.5 million edged up by Rs.3842.8 million or 20.35% as
compared with those of the year before.

Import surcharge

5.23 Collections under this head amounted to Rs.3752.6 million during
the year 1986-87. These accounted for 88.44% of the total import
surcharge collected on all-Pakistan basis during the said year. The
collections exceeded the collections during the year 1985-86 by Rs.68.4
million or by 1.86%.

Igra surcharge

5.24 Collections under this head, during the year 1986-87, amounted to
Rs.4080.0 million, which were 89.28% of the total collections in the
country. The collections at Rs.4080.0 million exceeded the collections
during the year 1985-86 by Rs.363.4 million or by 9.78%.

Export duties

5.25 Collections under the head amounted to Rs.273.4 million during the
year 1986-87. The collections accounted for 99.36% of the total
collections on all-Pakistan basis.

Miscellaneous collections

5.26 Collections under this head, during the year 1986-87. amounted to
Rs.281.7 million, which accounted for 72.45% of the total collections in
the country.
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Refunds and rebates

5.27 Refunds and rebates, during the year 1986-87, amounted to
Rs.2728.6 million, which accounted for 73.87% of the total refunds and
rebates paid on all-Pakistan basis. The amount exceeded the amount of
refunds and rebates paid during the year 1985-86 by Rs. 811.8 million or
by 42.35%.

11. LAHORE CUSTOM-HOUSE

5.28 Customs duties (net) collected at the Custom-House, Lahore,
amounted to Rs.3391.5 million during the year 1986-87. The collections
accounted for 10.17% of the total customs duties. The collections at
Rs.3391.5 million were higher by Rs.1187.5 million or by 53.88% as
comparted with those of 1985-86.

Import duties

5.29 Collections, during the year 1986-87, amounted to Rs.3500.0
million, which accounted for 12.69% of the total import duties collected
during the year. The collections at Rs.3500.0 million exceeded the
collections during the year before by Rs. 1155.0 million or by 49.25%.

Import surcharcge

5.30 Collections under this head amounted to Rs.328.3 million during the
year 1986-87. These accounted for 7.74% of the total import surcharge
collected during the year. The collections at Rs. 328.3 million exceeded the
collections during the year 1985-86 by Rs.132.8 million or by 67.93%.

Igra surcharge

5.31 Collections under this head, during the year 1986-87, amounted to
Rs.326.7 million, which were 7.15% of the total collections in the
country. The collections at Rs.326.7 million exceeded the collections
during the year 1985-86 by Rs. 133.9 million or by 69.45%.

Miscellabeous collections

5.32 Collections under this head, during the year 1986-87, amounted to
Rs. 50.2 million, which accounted for 12.91% of the total collections on
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all-Pakistan basis. The collections increased by Rs.12.8 million or
34.22% as compared with those in the year 1985-86.

Refunds and rebates

5.33. Refunds and rebates, during the year 1986-87, amounted to Rs.
814.2 million, which accounted for 22.04% of the total refunds and
rebates paid on all-Pakistan basis. The amount exceeded the amount of
refunds and rebates paid during the year 1985-86 by Rs. 246.9 million or
by 43.52%.

111. HYDERABAD (CUSTOMS)

5.34 During the year 1986-87, customs duties (net) amounted to Rs.
235.6 million. The collections accounted for 0.71% of the total customs
duties. The collections at Rs. 235.6 million decreased by Rs. 73.2 million
or by 23.70% as compared with those of the previous year.

Import duties

5.35 Collections amounted to Rs.205.2 million during the year 1986-87.
The collections accounted for 0.74% of the total import duties collected
in the year. The collections at Rs.205.2 million exceeded the collection
during the year 1985-86 by Rs.87.6 million or by 74.49%.

Import surcharge

3:36 Collections under this head amounted to Rs.27.2  million during
the year 1986-87. The collections accounted for 0.64% of the total import
surcharge collected during the year. The collections exceeded the
collections during the year 1985-86 by Rs.11.3 million or by 71.07%.

Igra surcharge

5.37 Collections under this head., during the year 1986-87, amounted to
Rs.27.3 million, which were 0.60% of the total collections in the country.
The collections at Rs.27.3 million exceeded the collections during the year
1985-86 by Rs.13.1 million or by 92.25%.
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Miscellaneous collections

5 38 Collections under this head, during the year 1986-87, amounted to
Rs.6.7 million, which accounted for 1.72% of the total collections on
all-Pakistan basis. The collections under this head were only 3.92% of the
collections under the same head during the year 1985-86.

Refund and rebates

5.39 Refunds and rebates, during the year 1986-87, amounted to Rs.30.8
million, which accounted for 0.83% of the total refunds and rebates paid
on all-Pakistan basis. The amount exceeded the amount of refunds and
rebates paid during the year 1985-86 by Rs.21.1 million or by 217.53%.

IV.QUETTA (CUSTOMS)

5.40 Customs duties (net) amounted to Rs.875.3 million during the year
1986-87. The collections accounted for 2.62% of the total customs duties.
The collections at Rs. 875.3 million were higher by Rs. 216.7 million or by
32.90% as compared with those of 1985-86.

Import duties

5.41 Collections-amounted to Rs.772.6 million during the year 1986-87.
The collections accounted for 2.80% of the total import duties. The
collections at Rs.772.6 million exceeded the collections of the year
1985-86 by Rs.187.3 million or by 32.00%.

Import surcharge

5.42 Collections under this head amounted to Rs. 70.5 million during the
year 1986-87. These accounted for 1.66% of the total import surcharge.
The collections at Rs. 70.5 million exceeded the collections of the previous
year by Rs. 27.7 million or by 64.72%.

Igra surcharge

5.43 Collections under this head, during the year 1986-87, amounted to
Rs.70.4 million, which were 1.54% of the total collections under this head
in the country. The collections exceeded the collections of the previous
year by Rs.27.8 million or by 65.26%.
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Miscellaneous collections

5.44 Collections under this head, during the year 1986-87, amounted to
Rs.7.4 million, which accounted for 1.90% of the total collections under
this head in the country.

Refunds and rebates

5.45 Refunds and rebates, during the year 1986-87, amounted to Rs.46.7
million, which accounted for 1.26% of the total refunds and rebates paid
on all-Pakistan basis. The amount exceeded the amount of refunds and
rebates paid during the year 1985-86 by Rs.18.1 million or by 63.29%.

V.RAWALPINDI (CUSTOMS)

5.46. Customsduties (net) amounted to Rs. 347.6 million, during the year
1986-87, which accounted for 1.04% of the total collections on all-
Pakistan basis. The collections at Rs.347.6 million fell short of the
previous year’s collections by Rs.27.2 million or by 7.26%.

Import Duties

5.47 Collections during the year 1986-87 amounted to Rs.250.3 million,
which accounted for 0:91% of the total import duties collected during the
year. The collections at Rs.250.3 million fell short of the previous year’s
collections by Rs.47.4 million or by 15.92%.

Import surcharge

5.48 Collections under this head amounted to Rs.44.5 million during the
year 1986-87. These accounted for 1.05% of the total import surcharge
collected during the year. The collections at Rs.44.5 million exceeded the
previous year’s collections by Rs.7.3 million or by 19.62%.

Igra surcharge

5.49 Collections under this head., during the year 1986-87, amounted to
Rs.45.1 million, which were 0.99% of the total Iqra Surcharge collected
during the year. The collections at Rs.45.1 million exceeded the
collections of the previous year by Rs.11.1 million or by 32.65%.
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Miscellaneous collections

5.50 Collections under this head, during the year 1986-87, amounted to
Rs.21.9 million, accounted for 5.63% of the total collections on all-
Pakistan basis. The collections increased by Rs.6.8 million or by 45.03%
as compared with those in the year 1985-86.

Refunds and rebates

5.51 Refunds and rebates during the year 1986-87 amounted to Rs.14.2
million, which accounted for 0.38% of the total refunds and rebates paid
on all-Pakistan basis. The amount exceeded the amount of refunds and
rebates paid during the year 1985-86 by Rs.5.0 million or by 54.35%.

VI.PESHAWAR (CUSTOMS)

5.52 During the year 1986-87, customs duties (net) amounted to Rs.
128.4 million. The collection accounted for 0.38% of the total customs
duties. The collections at Rs. 128.4 million fell short of the previous year’s
collections by Rs. 3.8 million or by 2.87%.

Import duties

5.53 Collections amounted to Rs.126.2 million during the year 1986-87.
The collections accounted for 0.46% of the total import duties collected
in the year. The collections at Rs.126.2 milfilion exceeded the collections
of the past year by Rs.28.7 million or by 29.44%.

Import surcharge

5.54 Collections under this head amounted to Rs.20.2 million during the
year 1986-87. The collections accounted for 0.48% of the total import
surcharge collected during the year. The collections exceeded the
collections during the year 1985-86 by Rs. 2.0 million or by 10.99%.

Igra surcharge

5.55 Collections under this head in the year 1986-87 amounted to Rs.20.3
million, which were 0.44% of the total collections, under this head, in the
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country. The collections at Rs.20.3 million exceeded the collections
during the year 1985-86 by Rs. 1.8 million or by 9.73%.

Miscellaneous collections

5.56 Collections under this head during the year 1986-87 amounted to
Rs.20.9 million, which accounted for 5.37% of the total collections under
this head on all-Pakistan basis. The collections at Rs. 20.9 million fell
short of the previous year’s collections by Rs.4.4 million or by 17.39%.

Refunds and rebates

5.57 Refunds and rebates during the year 1986-87 amounted to Rs.59.2
million, which accounted for 1.60% of the total refunds and rebates paid
on all-Pakistan basis. The amount exceeded the amount of refunds and
rebates paid during the year 1985-86 by Rs.32.0 million or by 117.65%.
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CHAPTER VI
CENTRAL EXCISE

6.1 In all the Constitutions that have been in force since 1947, the
provinces of Pakistan have had the exclusive power to levy excise duties
on narcotics and alcoholic liquors only, with the greater part of the excise
field coming under the federal government.

6.2 Excise taxation was first introduced in 1879, in the Indo-Pak sub-
continent through a tax on salt. By 1943, the number of excisable
commodities had increased to 11. Three more commodities were added to
the list in 1944, when the Central Excise and Salt Act of 1944 was
enforced. With the expansion of industrial base, new commodities were
added to the list: one in 1949, three in 1957, and continuing similarly until
the list inched up to a total of 67 commodities, including two services.

6.3 Excises are at present levied on 41 commodities, 21 of which are
subject to specific rates and the rest, 20 commodities, are taxed through
ad valorem rates. Revenues from excise taxes are not shared with the
provinces. The excise tax is paid by the manufacturer as goods are cleared
for sale or consumption. Clearance of goods and assessment of duty are
either supervised by excise officers stationed at the manufacturing
premises or clearance documents are prepared by the manufacturers
themselves under self clearance procedure. Delay in payment of duty is
permitted in the case of manufactured tobacco, for 15 days and in cases of
crude oil and natural gas upto 60 days. This concession is granted because
of cash flow problems of the manufacturers producers.

6.4 As is usual with countries with limited industrialisation, most excise
revenues in Pakistan are derived from a few commodities for which
demand is most inelastic. In 1986-87, 79.1 percent of excise revenues was
collected from cigarettes, sugar, cement, petroleum and beverages: these
products accounted for 82.1 per cent in 1980-81. The upsurge in the
relative shares of cigarettes, sugar and beverages is noteworthy: these
commodities accounted for 54.3 per cent of the excise revenue during
1986-87 as against 44.2 per cent during 1980-81. This was largely due to
increase in production and partly due to increases in the rates of duty. The
production of cigarettes increased from 35.8 billion in 1980-81 to 39.9
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billion in 1986-87 (or + 11.5 per cent); that of sugar, from 0.85 million
tonnes in 1980-81 to 1.27 million tonnes in 1986-87 (or + 49.0 per cent);
and, that of beverages, from 730.8 million bottles in 1980-81 to 943.6
million bottles in 1986-87 (or + 29.] per cent). Equally striking is the
decline in the relative share of cement : the commodity accounted for 13.9
per cent of the excise duty during 1986-87 as against 17.1 per cent during
1980-81. The reason for the decline was reduction in the rate of duty by
about 50 per cent. Production of cement, however, increased from 3.5
million tonnes in 1980-81 to 6.4 million tonnes in 1986-87 (or + 82.9%)

TABLE 1

EXCISE DUTY REVENUE BY COMMODITY GROUPS :
1980-81 AND 1986-87

(Rs. in million)

Group Excise Duty As % Of total

Collections

1980-81  1986-87 1980-81 1986-87

1.  Tobacco (Cigarettes) 3359.4  5631.5 32.3 36.7
2. . Sugar 867.0  1916.6 8.3 12.5
3. Cement 1783.2  2133.0 17.1 13.9
4.  Petroleum 11049  1678.9 10.6 10.9
5. Beverages 373.2 789.7 3.6 5.1
6. Others 29254 32114 28.1 20.9

Total . . 10413.1 15361.1 100.0 100.0

6.5 The rates of excise duties are in large measure not so high as to
preclude further increases. It will appear from the table given below that
only four commoditics. namely cigarettes, cement. sugar and beverages
are taxed at some what high rates. while the rates ol tax (excise and sales
taxes) fora large number of commodities hovers around 10 per cent only.
Incidentally, the table reflects the ad valorem as well as specific rates: the
latter is arrived at by converting the specific rates into approximate ad
valorem rates.
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TABLE 11

RATES OF EXCISE DUTIES ON SELECTED COMMODITIES

1986-87
Commodity Ad valorem tax rate%
1. Beverages. 76.7
2. Sugar. 32.1
3. Cement. 31.9
4. Paper and paperboard. 2.7 (average)
5. Cigarettes 73.64 & 55 of R.P.
6. Woollen fabrics 7& 10
7. Tyres and tubes 10
8. Soap. 20
9. Electric batteries. 20
10. Paints and pigments, 15
11. Gas appliances. 10
12. Glass products. 10
13. Metal containers 10
14. Wires and Cables 10

Specific duties are adjusted periodically to attune them as closely as
possible to price change—effectively, a periodical application an indirect
form of indexation.
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CENTRAL EXCISE RECEIPTS

1. KARACHI COLLECTORATE

6.6 Total collection of Central Excise duty during 1986-87 amounted to
Rs.3324.6 million as against Rs. 3220.8 million during 1985-86, indicating
an increase of Rs.103.8 million or 3.22 per cent. The collection at
Rs.3220.8 million during 1985-86 included Rs.133.3 million as Central
Excise duty on vegetable products, which generated only Rs.0.9 million
during 1986-87, because of withdrawal of duty on vegetable products.
Excluding the duty collected on vegetable products in both the years, the
net increase in collection in 1986-87 over 1985-86 amounted to Rs.236.2
million or 7.65 per cent. Major revenue spinners are briefly discussed
below.

Beverages.—The collection from beverages during 1986-87 amount-
ed to Rs. 169.1 million as against Rs. 167.3 million during 1985-86,
indicating an increase of Rs.1.8 million or 1.08 per cent. Productive
activity remained disturbed during October, November, December, 1986
and January, 1987. Had the condition remained peaceful, the collection
would have been higher; also, a few units ceased production during the
year.

POL products.—The collection from POL products during 1986-87
amounted to Rs.1048.7 million as against Rs.1073.6 million during
1985-86. The shortfall of Rs.24.9 million or 2.32 per cent was due to
excess removal of POL products on A.R. 2 to up country (without
payment of duty) during the current year as compared to 1985-86.

Cigarettes—The collection from cigarettes during 1986-87
amounted to Rs.840.0 million as against Rs.838.8 million during
1985-86, indicating an increase of Rs. 1.2 million or 0.14 per cent. The
collection would have been higher had there not been reduction in
production by the Pakistan Tabacco Company Ltd., Lakson Tobacco
Company and Souvenier Tobacco Company.

Cement.—The collection from cement during 1986-87 amounted to
Rs.279.5 million as against Rs.245.7 million during 1985-86, indicating
an increase of Rs.33.8 million or 13.76 per cent.
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Yarn—The collection from yarn (cotton and man-made) during
1986-87 amounted to Rs.130.2 millon as against Rs. 134.8 million during
1985-86, indicating a short-fall of Rs.4.6 million or 3.41 per cent. The
shortfall was attributed to (i) disturbances in Karachi, (ii) transfer of
three units to Quetta Collectorate and (iii) closure of five units during the
year under report.

11. LAHORE COLLECTORATE

6.7 Total collection of Central Excise duty during 1986-87 amounted to
Rs. 2684.9 million as against Rs.2750.1 million during 1985-86 indicating
a decrease of Rs. 65.2 million or 2.37 per cent. The collection at Rs. 2750.1
million during 1985-86 included Rs.444.7 million as Central Excise duty
on vegetable products, which generated only Rs. 11.2 million during
1986-87, because of withdrawal of duty on vegetable products. Excluding
the duty collected on vegetable products in both the years, the net increase
in collection in 1986-87 over 1985-86 amounted to Rs. 368.3 million or
15.98 per cent. Major revenue spinners are briefly discussed below.

Beverages.—The * collection from beverages during 1986-87
amounted to Rs. 447.7 million as against Rs.467.8 million during
1985-86. A shortfall of Rs. 20.1 million as compared with 1985-86 was
largely due to less production due to fall in demand and increased
production of syrups, squashes and juices on which rates of duty were
lower.

Sugar.—The collection from sugar during 1986-87 amounted to Rs.
833.5 million as against Rs.912.3 million during 1985-86. The shortfall of
Rs. 78.8 million or 8.64 per cent was due to less clearance because of
smaller stocks carried forward in 1986-87 as compared with 1985-86 and
availability of imported sugar in the market.

Cigarettes.—The collection from cigarettes during 1986-87
amounted to Rs. 221.3 million as against Rs.123.0 million during
1985-86, indicating an increase of Rs. 98.3 million or 79.92 per cent.

Cement.—The collection from cement during 1986-87 amounted to
Rs. 334.6 million as against Rs.150.0 million during 1985-86, indicating
an increase of Rs. 184.6 million or 123.07 per cent.
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Yarn—The collection from yarn (cotton and man-made) during
1986-87 amounted to Rs. 274.0 million as against Rs.254.4 million,
indicating an increase of Rs. 19.6 million or 7.70 per cent. The collection
would have been still higher had not six units producing yarn remained
closed.

11. HYDERABAD COLLECTORATE

6.8 Total collection of Central Excise duty during 1986-87 amounted to
Rs.2807.3 million as against Rs.3166.4 million during 1985-86, indicating
a decrease of Rs.359.1 million or 11.34 per cent. The collection at
Rs.3166.4 million during 1985-86 included Rs.90.8 million as Central
Excise duty on vegetable products, which did not generate any revenue
during 1986-87, because of the withdrawal of duty on vegetable products,
Excluding the duty collected on vegetable products in 1985-86, the net
decrease in collection in 1986-87 over 1985-86 amounted to Rs. 268.3
million or 8.72 per cent. Major revenue spinners are briefly discussed
below.

Beverages.—The collection from beverages during 1986-87
amounted to Rs.52.7 million as against Rs.51.0 million during 1985-86,
indicating an increase of Rs.1.7 million or 3.33 per cent not-withétanding
the fact that two units did not operate during the summer.

Sugar: —The collection from sugar during 1986-87 amounted to
Rs.1033.9 million as against Rs. 1378.8 million during 1985-86. The
shortfall of Rs. 344.9 million or 25.0 per cent was due to less clearance of
sugar (432308 metric tonnes as against 624802 metric tonnes during
1985-86).

Cigarettes—The collection from cigarettes during 1986-87
amounted to Rs.568.5 million as against Rs.556.1 million during 1985-86,
indicating an increase of Rs. 12.4 million or 2.2 per cent. The collection
would have been still higher if one of*the three units in the Collectorate
had not remained closed for most of the year, reduction in the produc'tion
of higher brands had not taken place and disturbances had not occured
during November, 1986 to January, 1987.

Cement.—The collection from cement during 1986-87 amounted to
Rs. 648.6 million as against Rs.647.3 million during 1985-86, indicating
an increase of Rs. 1.3 million or 0.2 per cent. The collection would have
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been still higher had not a unit been transferred from the jurisdiction of
this Collectorate to that of Karachi in January, 1987.

IV. QUETTA COLLECTORATE

6.9 Total collection of Central Excise duty during 1986-87 amounted to
Rs. 738.9 million as against Rs. 670.3 million during 1985-86 indicating
an increase of Rs. 68.6 million or 10.23 per cent. The collection at Rs.
670.3 million during 1985-86 included Rs.13.7 million as Central Excise
duty on vegetable products, which generated only Rs. 0.5 million during
1986-87, because of withdrawal of duty on vegetable products. Excluding
the duty collected on vegetable products in both the years, the net increase
in collection in 1986-87 over 1985-86 amounted to Rs. 81.8 million or
12.46 per cent. Major revenue spinners are briefly discussed below.

POL Products.—The collection from POL Products during 1986-87
amounted to Rs. 11.0 million as against Rs. 5.0 million during 1985-86
indicating an increase of Rs. 6.0 million or 120 per cent.

Yarn—The collection from yarn (cotton and man-made) during
1986-87 amounted Rs.41.4 million as against Rs. 16.2 million during
1985-86 indicating an increase of Rs. 25.2 million or 155.56 per cent.

Natural Gas—The collection from this item during 1986-87
amounted to Rs. 630.1 million as against Rs. 629.2 million during 1985-
86, indicating a minuscule increase of Rs. 0.9 million or 0.14 per cent.

Cement.—A new unit installed in the year under report started
production with effect from 30.8.1986. Duty collected during 1986-87
from this unit amounted to Rs.40.0 million.

V. RAWALPINDI COLLECTORATE

6.10 Total collection of Central Excise duty during 1986-87 amounted to
Rs.3001.4 million as against Rs. 2857.9 million during 1985-86,
indicating an increase of 5.0 per cent. The collection at Rs. 2857.9 million
during 1985-86 included Rs. 50.8 million as Central Excise duty on
vegetable products, which did not generate any revenue during 1986-87,
because of withdrawal of duty on vegetable products. Excluding the duty
collected on vegetable products in 1985-86, the net increase in collection
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in 1986-87 over 1985-86 amounted to Rs.194.3 million or 6.9 per cent.
Major revenue spinners are briefly discussed below.

Beverages—The - collection from beverages during 1986-87 .
amounted to Rs. 77.9 million as against Rs.85.4 million during 1985-86.
A shortfall of Rs. 7.5 million as compared with 1985-86 was largely due to
persistence of cool weather and vigorous campaign of indigeneous-brand
beverages and fruit juices, syrup, squashes, etc produced outside the
Collectorate.

Cigarettes—The collection from cigarettes during 1986-87
amounted to Rs. 1801.1 million as against Rs. 1445.8 million during
1985-86, indicating an increase of Rs. 355.3 million or 24.6 per cent. The
substantial increase in revenue over 1985-86 was achieved despite
stepped-up exports to Afghanistan.

Cement.—The collection from cement during 1986-87 amounted to
Rs.414.7 million as against Rs. 547.9 million during 1985-86, indicating a
decrease of Rs. 133.2 million or 24.3 per cent. The shortfall was due to less
production of cement by Messrs Associated C ement, Wah, due to the go-
slow campaign mounted by the labourers which lasted for about two
months and 50% closure and replacement of cement packing plant of M /s
Gharibwal Cement Ltd. Moreover Rs.92.95 million were paid as C.E.
duty by M/s Mustehkam Cement. Hattar during 1985-86 before this
factory was transferred to Peshawar collectorate w.e.f. 1-1-1986.

VI. PESHAWAR COLLECTORATE

6.11 Total collection of Central Excise duty during 1986-87 amounted to
Rs. 2804.0 million as against Rs. 2849.6 million during 1985-86,
indicating a decrease of Rs. 45.6 million or 1.60 per cent. The collection at
Rs. 2849.6 million during 1985-86 included Rs. 137.7 million as Central
Excise duty on vegetable products, which generated only Rs. 1.8 million
during 1986-87, because of withdrawal of duty on vegetable products.
Excluding the duty collected on vegetable products in both the years, the
net increase in collection in 1986-87 over 1985-86 amounted to Rs. 90.3
million or 3.33 per cent. Major revenue spinners are briefly discussed
below.

Beverages.—The collection from beverages during 1986-87
amounted to Rs. 42.0 million as against Rs. 48.6 million during 1985-86.



“qua0 1ad ('€ 10 UOIIW 9] 'SY JO Iseaidoul ue
Funearpul ‘98-6861 uLmp uol[[IU '86T SY 1surede se uol[[iu T¢Iy Sy
0] PAIUNOWE /8-986 FULINP UAWID WO UONII[0I AYL— U2

'98-5861 Suumnp ol (T SY Isuresde
se /8-986] uLnp UOI[[IW §'¢ "SY O} pArunowe $311218810 JBa] PlOO WOl]
Amnp isana1edn jea] pion Jo Amuenb ssa| parnioejnueul ‘pig Auedwo)
0208QO] UuBISIYRd 9yl 10U pEy JoySy udsq 2ABY pNOm UONI[Od
ay ] ‘1uad 1ad p[°] JO UOI[[IUW §'pT "SY JO IseaIdUl UT Funedpur "98-¢861
Suunp uorjiw §°¢/1T'SY JSUIRSE SB uoI[[iW 9°QOTT SY O} paiunowe
[8-986] Juunp sanaIedn WOl uondIod Y 1821124031

-1e8ns 122q 01 uondwaxa
se [[am se do1d aued 100d 0] anp SEM U 1ad /LS 10 uoI[[IW 'Y "SY JO

[[ej1I0Ys YL "98-G86 1 SuLINp UOIIU 9'H | *SY Isurese se uol[[IW T 6t 'Sy
0) palUNOWE /8-986] Suunp Iedns wWolj UONI[0d Y L—4v3ng

‘surel
[ENUNUOD JO JUNOIOE UO UOSE3s 10Y Y] JO JUIWADUWUWIOD PAAIr|q 2]
01 anp AJa81e] SEM 98-G86 | YA paredwiod se uoI[[IW §°9 'Y JO [IFJHOUS ¥

69



o

Ui HCLeY26 Of K2 [ o'y Wijion oL 330 bel ceur
K7 1125 wiplon w2 uksiue; K2 598"y BHIOU GOLLE |357-30° UGIAHNE
CEMEIT-— | P6 COJISCHON [LOW CoIuGU| GNIIE |380-g) TINOMIST 10

GBS K2 1130 WHoU qauut |ags-ge

L0 (30]G e8| CIRYLGI¢2 YIWONLISG (0 Ke' 3] wljjiou qrunk {oRe-g. 9¢

Combsu? Trq maunigeinieg ooz dogui Of Q0|7 69y ciBILGIe2: qrss

CONSCHOT #ONfq pase peey PIBPSL PSG LOL (6 LYKIZEY FOPSCCO

| 63240 IIQIESDE 91 WELsY26 of K2 3% WIPoU oL |14 bet ceur: jie

rHonIeq 10 g2 330000 WHEOW $2 nRui K S)1yy mijjou gouns
CIEMSUGT— JP6  COJ6CHON  [LOW r:-gﬁmsuce GUULE | Age-g)

srensbrion (o peer engur

OLKE bz tunpon ol 3y gy ber csuy wmaz qne 1o boot caus cLob gz naj| e

B 1o S UH{IOU se SRz e | 4 0 myjion qruuk | ag-ge° Lps 2oLy
aWE - L pe cofiesnion (Low 20Ral goueE mg@-gi TUIONBISY §O

SIS
(P peIIeq COMECUCSIMGUL O (% [JOf 269300 QU 3CCOMIS Of COUIIIY]
VAPSLLIIOF K @ W00 92 cobIteg mUp | aR7-20 w2 [9Be A gne [0




71

CHAPTER VII
SALES TAX

7.1 Introduced in the Punjab in 1941 and in Sind in 1947, Sales tax used
to be a provincial tax in accordance with the provisions of the
Government of India Act, 1935. In 1948. however, the Constituent
Assembly of Pakistan transferred it to the Federal List of subjects. The
provincial governments acquisced in this arrangement initially for two
years only, which was later extended for another two years. In 1952,
however, the tax was transferred permanently to the Central
Government. Initially, it was a multi-stage tax. Later in 1951, Sales Tax
Act, 1951 replaced the Sales Tax Act of 1948 and introduced a single-
point tax, which has since continued.

7.2 The tax is levied on imports as well as domestic production.

7.3 Until 25th April, 1981, the tax was administered by the Income Tax
Department. Thereafter, the administration of the tax was transferred to
the Central Excise department.

7.4 The standard rate of sales tax for domestically produced goods is
12.5 per cent, but a few goods are taxed along a narrow band: between 5
and 10 per cent. A large number of goods including necessities and capital
goods are exempt. Imports are taxed at a uniform rate of 12.5 per cent.

7.5 About 71.4 per cent of the revenue from sales tax is derived from
imports. Of the remaining 28.6 per cent, derived from domestic goods,
over three quarters comes from domestic goods not subject to excise tax.
The small coverage of domestic production and the lower rates at which
domestic goods are taxed have contributed to the relatively low share of
revenue from domestically produced goods.

7.6 General exemptions and cottage industry exemption have made for
the coverage of the tax on domestic production being so low. There are,
however, important considerations behind the general exemptions.
Major commodities such as cigarettes, sugar, beverages, cement etc. are
exempt from sales tax because they are taxed through excises; medicines
are exempt because of social consideration; leather and sports goods are
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exempted because of export promotion consideration ; and machinery is
exempt because of import substitution consideration.

Revenue from taxes on domestic production (Federal excises and sales
tax) on domestic production 1980-81 and ] 986-87.

(Rs. in million)

Year Revenue Revenue Total tax
from federal from Sales revenue
excises tax on from

domestic domestic

production  production
1980-81 10413.1 664.0 11071.0
1981-82 11740.1 600.5 12340.6
1982-83 12910.5 715.5 13626.0
1983-84 15652.0 973.0 16625.0
1984-85 15312.5 1132.3 16444 .8
1985-86 15515.1 1362.7 16877.8
1986-87 15361.1 1835.2 16196.3

7.7 In order to provide protection to the local industry and encourage
private investment, the following measures were taken through the
1986-87 budget :

() Exemption was granted from sales tax on retreading tyresat
present taxable at the rate of 12-1/2%.

(1) In order to encourage their domestic production and
improve their manufacturing economy, exemption from the
levy of sales tax was granted to the following items :

(a) honey.
(b) flavoured milk.
(c) malted milk.
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SALES TAX (DOMESTIC) RECEIPTS

I. KARACHI COLLECTORATE (CE&ST)

7.8 Sales tax (net) collected at the Karachi collectorate amounted to Rs.
852.9 million, which accounted for 46.57% of the total sales tax
(domestic) collected during the year. The collections at Rs. 852.9 million
exceeded the collections during the year before by Rs. 143.3 million or by
20.19%.

II. LAHORE COLLECTORATE (CE&ST)

7.9 Sales tax (net) collected at the Lahore Collectorate amounted to Rs.
599.1 million, which accounted for 32.64% of the total sales tax
(domestic) collected during the year. The collections at Rs. 599.1 million
exceeded the collections during the year 1985-86 by Rs. 185.5 million or
by 44.85%.

III. HYDERABAD COLLECTORATE (CE&ST)

7.10 Sales tax (net) collected at the Hyderabad Collectorate amounted to
Rs. 124.8 million. which accounted for 6.80% of the total sales tax
(domestic) collected during the year. The collections at Rs. 124.8 million
exceeded the last year’s collections by Rs. 59.9 million or by 92.30%.

IV. QUETTA COLLECTORATE (CE&ST)

7.11 Sales tax (net) collected at the Quetta Collectorate amounted to Rs.-
74.7 million which accounted for 4.07% of the total sales tax (domestic)
collected during the year. The collections at Rs. 74.7 million exceeded the
collections during the year 1985-86 by Rs. 47.2 million or by 171.64%.

V. RAWALPINDI COLLECTORATE (CE&ST)

7.12 Sales tax (net) collected at the Rawalpindi Collectorate amounted to
Rs. 104.1 million, which accounted for 5.67% of the total sales tax
(domestic) collected during the year. The collections at Rs. 104.1 million
exceeded the previous year’s collections by Rs. 18.2 million or by 21.19%.
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VI. PESHAWAR COLLECTORATE (CE&ST)

7.13 Sales tax (net) collected at the Peshawar Collectorate amounted to
Rs. 79.6 million, which accounted for 4.34% of the total sales tax
(domestic) collected during the year. The collections at Rs. 79.6 million
exceeded the collections during the year before by Rs. 18.4 million or by
30.07%.

SALES TAX (IMPORT STAGE) RECEIPT S
7.14 During 1986-87, collection at Rs. 4573.6 million constituted 71.36

per cent of the total sales tax collection (Rs. 6408.8 million). Of the total of
Rs. 4573.6 million collected at the import stage, Rs. 3885.4 million or
84.95 per cent was collected at the Custom-House, Karachi. The
collection was up by Rs. 1006.6 million or 28.22 per cent as compared
with 1985-86.

I. KARACHI CUSTOM-HOUSE

7.15 The behaviour of the major revenue spinners is briefly discussed
below. The analysis is based on the figures contained in the computer
print-outs of the Karachi Custom-House.

Machinery.—Collection amounted to Rs. 642.40 -million during
1986-87. It was less by Rs. 229.38 million or 26.31 per cent as compared
with 1985-86. The item was the biggest revenue spinner during 1986-87.
During 1985-86 also, the item was the biggest revenue spinner.

Iron and Steel and Manufactures Thereof —Collection amounted to
Rs. 493.25 million during 1986-87. It was higher by Rs. 346.82 million or
236.85 per cent as compared with 1985-86. The item was the second major
revenue spinner during 1986-87. During 1985-86, the item was the fifth
major revenue spinner.

Coffee, Tea and Spices.—Collection amounted to Rs. 450.88 million
during 1986-87. It was higher by Rs. 385.74 million or 592.17 per cent as
compared with 1985-86. The item was the third major revenue spinner
during 1986-87. During 1985-86, the item was the tenth major revenue
spinner. -

Motor and other Vehicles—Collection amounted to Rs. 442.12
million during 1986-87. It was less by Rs. 243.98 million or 35.56 per cent
as compared with 1985-86. The item was the fourth major revenue
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spinner during 1986-87. During 1985-86, the item was the second major
revenue spinner.

Chemicals and Chemical Products.—Collection amounted to
Rs. 394.46 million during 1986-87. It exceeded the collection during
1985-86 by Rs. 116.30 million or 41.81 per cent. The item was the third
major revenue spinner during both the years i.e. 1985-86 and 1986-87.

Wood Pulp, Paper and Stationery.—Collection amounted to
Rs. 215.83 million during 1986-87. It exceeded the collection during
1985-86 by Rs. 44.38 million or 25.89 per cent. The item was the sixth
major revenue spinner during 1986-87. During 1985-86, however, the
item was the fourth major revenue spinner.

Dyes, Colours, Paints and Varnishes.—Collection amounted to Rs.
206.08 million during 1986-87. It exceeded the collection during 1985-86
by Rs. 96.94 million or 88.82 per cent. The item was the sevenih major
revenue spinner during 1986-87. During 1985-86, however, the item was
the sixth major revenue spinner.

II. LAHORE CUSTOM-HOUSE

7.16 Sales tax (net) collected at the Lahore Custom-House amounted to
Rs. 395.2 million, which accounted for 8.64% of the total sales tax
(import stage) collected during the year. The collections at Rs. 395.2
million exceeded the colections during the year before by Rs. 149.9
million or by 61.11%.

111. HYDERABAD COLLECTORATE

7.17 Sales tax (net) collected at the Hyderabad Collectorate amounted to
Rs. 0.8 million, which accounted for only 0.02% of the total sales tax
(import stage) collected during the year under report. The collections at
Rs. 0.8 million fell short of the collections during the year 1985-86 by Rs.
1.3 million or by 61.90%.

IV. QUETTA COLLECTORATE

7.18 Sales tax (net) collected at the Quetta Collectorate amounted to Rs.
215.7 million. which accounted for 4.72% of the total sales tax (import
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stage) collected during the year under report. The collections at Rs. 215.7
million exceeded the previous year’s collections by Rs. 191.4 million or by
787.65%.

V. RAWALPINDI COLLECTORATE

7.19. Sales tax (net) collected at the Rawalpindi Collectorate amounted
to Rs. 49.7 million, which accounted for 1.08% of the total sales tax
(import stage) collected during the year under report. The collections at
Rs. 49.7 million fell short of the previous year’s collections by Rs. 5.1
million or by 9.319%.

VI. PESHAWAR COLLECT ORATE

7.20 Sales tax (net) collected at the Peshawar Collectorate amounted to
Rs. 26.8 million, which accounted for 0.59% of the total sales tax (import
stage) collected during the year under report. The collections at Rs. 26.8
million were down by Rs. 9.8 million or 26.78% as compared with the
previous year’s collections.
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THE CENTRAL BOARD OF REVENUE ACT, 1924

IACT NO. IV OF 1924
[13th March, 1924]

An Act to provide for the constitution of a Central Board of Revenue
and to amend certain enactments for the purpose of conferring powers
and imposing duties on the said Board.

WHEREAS it is expedient to provide for the constitution of a Central
Board of Revenue and to amend certain enactments for the purpose of
conferring powers and imposing duties on the said Board; It is hereby
enacted as follows:—

1 Short title and commencement.—(1) This Act may be called the
Central Board of Revenue Act, 1924.

— (2) It shall come into force on the first day of Ap_ril, 1924.

2 Constitution of Central Board of Revenue.—As soon as may be
after the commencement of this Act, the *[Federal Government] shall
constitute? a Central Board of Revenue, consisting of one or more
persons appointed by *[it], which shall be subject to the control of the
?[Federal Government] in the exercise of such powers and the
performance of such duties as may be entrusted to it by the ?[Federal
Government] or by or under any law.

3. Procedure of the Board.—5[(1)] The *[Federal Government] may
make rules for the purpose of regulating the transaction of business by the
Central Board of Revenue. and every order made or act done in

1 For Statement of Objects and Reasons. see Gaz. of India. 1924, Pt. V. P. 30 ; and for Report of
Select Committee, see ibid., P. 37.

2 Subs. by P. O. No. 4 of 1975, Art. 2 and Table.

3 For Notifn. constituting a Central Board of Revenue. sce Gen. R.&O.
4 Subs. by A. O.. 1937, for “him™

5 Re-numbered & added by Act No. XI1 of 1967. 5. 13 & 6th Sch.
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accordance with such rules shall be deemed to be the order or act, as the
case may be, of the Central Board of Revenue.

'[(2) Any rules under sub-section (1) may be made so as to be
retrospective from any date not earlier than the commencement of this
Act and such rules may also validate any acts done or orders made by, or
any proceedings of, the Central Board of Revenue or any of its members
or officers before the making of such rules which, if done, made or taken
after the commencement of those rules, would not be inconsistent
therewith.

(3) No act, order or proceeding validated under sub-section (2) shall
be called in question merely on the ground that such act, order or
proceeding was not valid at the time when it was done, made or taken.]

2% * * * . o%k * * *

*THE SCHEDULE —[ENACTMEN T'S AMENDED.] Rep. by the
Repealing and Amending Act, 1927 (XII of 1927), s. 2 and Schedule.

I Re-numbered and added by Act No. XII of 1967, s. 13 & 6tth Sch.
2 S. 4 omittad by the Repealing and Amending Act, 1939 (34 of 1939), s. 3 and 2nd Sch.

3 The Schedule amended the Sea Customs Act, 1878 (8 of 1878). the Cotton Duties Act. 1896
(2 of 1896), the Indian Salt Duties Act. 1908 (10 of 1908), the Copyright Act, 1914 (3 of 1914) and the
Income-tax Act, 1922 (11 of 1922). The entry relating to Act 2 of 1896 was omitted by the Repealing
Act, 1927 (12 of 1927). The amendments made in the other Acts are shown in their proper places
under those Acts.
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APPENDIX

No. D. 1105—Admn. (RWP)/60
Government of Pakistan
Ministry of Finance

Rawalpindi, the 24th August, 1960.
OFFICE MEMORANDUM
Subject: REORGANISATION OF THE MINISTRY OF FINANCE

Consequent on the introduction of the revised system of financial
control and budgeting as introduced under this Ministry’s Office
Memorandum No. F. l(40)-Admn(RWP)/60, dated the 30th June, 1960,
read with this Ministry’s Office Memorandum No. 1090-
Admn.(RWP)/60, dated the 23rd August, 1960 and as a result of the
deliberations of the Administrative Re-organisation Committee, the
President has been pleased to decide that the Ministry of Finance shall be
reorganised as indicated below:

2. The Ministry of Finance shall be composed of two Divisions,
namely, the Economic Affairs Division under the Secretary (Economic
Affairs) and the Expenditure & Budget Division under the Secretary
(Expenditure & Revenue). The initial strength of Class I Officers in each
of these Divisions shall be as shown in Appendix 1 to. this office
Memorandum. The names of the Class I Officers posted to the two
Divisions along with their place of posting, are shown in Appendix II to
this Office Memorandum. The leave reserve of Section Officers, when
fully appointed will be a reserve not only for the Ministry but also for the
Financial Advisor’s staff posted to various Ministries.

3. Orders regarding the initial strength of Class 11 officers and other
staff and their posting shall be issued separately.

4. The strength of the Ministry of Finance, as initially fixed, ill be
reviewed and refixed if necessary in due course.
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5. For administrative purposes, the entire Ministry consisting of the
two Divisions mentioned above, shall be a single administration unit and
it shall have a common budget. The responsibility for all administrative,
budgeting and accounting matters shall rest with the Secretary
(Expenditure & Revenue) who shall be the Principal Accounting Officer
for the Ministry of Finance as a whole and for its attached departments
and subordinate offices.

6. The Revenue Division of the Ministry of Finance shall cease to be
a Division of the Ministry. The Central Board of Revenue shall be
constituted as a self-contained attached department of the Ministry of
Finance under the Expenditure & Budget Division. The Board shall
consist of three Members, each of whom shall have the ex-officio status of
Joint Secretary. The Secretary (Expenditure & Revenue) shall be the
Chairman of the Board.

7. The existing Deputy Secretaries and Section Officers in the
Revenue Divisionshall be suitably redesignated.

8. Revision petitions against the appellate decisions or orders passed
by a Member of the Central Board of Revenue shall be heard by the other
two Members sitting together when personal hearings are granted and
collaborating with each other in other cases.

9. In relation to the Central Board of Revenue, the Central
Government in the Ministry of Finance shall be responsible for:—

(a) taxation policies, (Proposals for changes in taxation shall be
initiated by the Members, Board of Revenue, but the
ultimate decisions and directions on general policy shall rest
with the Central Government);

(b) first appointment of senjor officers of the rank of Collector
of Customs/Commissioner of Income-tax :

(¢) conclusion of agreements with foreign Government,
(Negotiations shall be conducted by the Central Board of
Revenue but the final approval shall rest with the Central
Government).

All other administrative and statutory powers, including those at
present exercised by this Central Government in the Ministry of Finance
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(Revenue Division) under the Customs and Central Excise Laws, shall be
delegated to the Central Board of Revenue. The cases requiring orders of
Government shall be submitted by the Members to the Secretary
(Expenditure & Revenue)direct and no separate unit shall be maintained
in the Ministry of Finance for dealing with these cases.

10. These orders shall take effect on and from the Ist September,
1960.

Sd/-(H. A. MAJID)
Secretary
Ministry of Finance.
To
All Ministries and Divisions etc.
Secretaries, Acting Secretaries and
Joint Secretaries-in-Charge by name).
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GOVERNMENT OF PAKISTAN

MINISTRY OF FINANCE
[Islamabad, the 21st September, 1967 ]

S.R.0. 178(R)/67, Central Board of Revenue, Rules, for the purpose
of regulating the transaction of business by the Central Board of
Revenue.—In exercise of the powers conferred by section 3 of the Central
Board of Revenue Act, 1924 (IV of 1924), and in supersession of the Rules
to regulate the transaction of business by the Central Board of Revenue
published with the late Government of India (Finance Department)
Notification No. 756, dated the 29th March, 1924, the Central
Government is pleased to make the following rules for the purpose of
regulating the transaction of business by the Central Board of Revenue,
namely:—

1. Short title and commencement.—(1) These rules may be called the
Central Board of Revenue Rules, 1967.

(2) They shall come into force at once an d shall be deemed to have
taken effect on the 15th day of August, 1947.

2. Definition.—In these rules, unless there is anything repugnant in
the subject or context,—

(@) *“Act” means the Central Board of Revenue Act, 1924 (Iv
of 1924);

(b)
'[(bb)
©
(d)

“Board” means the Central Board of Revenue constituted
under section 2 of the Act;

“Chairman” means a peson appointed to be the Chairman
of the Board];

“Member’” means a peson appointed to be a Member of the
Board ;

“Secretary” means the person appointed by the Central
Government to perform the functions of Secretary to the
Board and includes any other officer of the Board
authorised by the Central Government to perform all or any
of the functions of the Secretary.

1. Inserted by 8.R.O 25(I)/75, dated 3-1-1975.
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3. Transaction of business of the Board.—(1) Where the Board
consists of more than one Member, ![the Chairman may distribute the
business of the Board amongst the members and the] Member to whom
any business has been allocated under such distribution may transact the
business singly :

Provided that a member to whom any business of the Board has been
so allocated may, if he thinks fit, refer such business to the board.

(2) Any business of the Board which is not distributed under sub-
rule (1) or which is referred to it under  the proviso to that sub-rule shall
be transacted by the ![Board].

(3) Until a distribution of the business of the Board is made under
sub-rule (1), any business transacted by a Member shall be deemed to
have been allocated to him under such distribution and shall have and be
deemed always to have had effect as if it had been transacted in pursuance
of such distribution.

4. Procedure regarding issue of orders or notifications.—(1) The
orders and decisions of the Board may be issued or notified over the
signature of a Member or the Secretary.

(2) Any order or decision of the Board issued or notified before the
making of these rules over the signature of any officer of the Board other
than the Secretary shall be deemed to have been issued or notified over the
signature of the Secretary and shall have and be deemed always to have
had effect accordingly.

5. Validation.—All acts done or orders made by, and proceedings of
the Board or any of its Members or officers before the making of these
rules which, if done, made or taken after the commencement of these
rules, would not be inconsistent therewith, shall be, and shall be deemed
always to have been, valid and shall have and shall be deemed always to
have had effect accordingly.

ABDUL HAMID,
Joint Secretary
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