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           11th April, 2019 

 
 
EAC asks govt to set up body to define tax system 
ISLAMABAD: The fiscal committee of high profile Economic Advisory Council (EAC) on 
Wednesday asked the government to establish high powered Tax Commission to define well 
integrated tax system for all levels of governments. They also recommended to the government to 
hand over certain services to the Centre that are being operated in different provinces and causing 
troubles for taxpayers. 
 
The tax experts of EAC meeting held at the FBR here on Wednesday under the chairmanship of 
Minister of State for Revenues, Hammad Azhar. In the meeting the FBR high-ups told that the 
efforts were under way to sign MoU among the Centre, provinces for devising unified mechanism 
for collection of GST on both goods and services. 
 
On the issue of fragmentation of tax system, the EAC in its written recommendation stated a 
concrete step would be establishing a high-powered tax commission comprising area experts and 
federal and provincial representatives. The commission should define parameters of a tax system, 
which is well integrated across levels of the government. 
 
On the issue of fragmentation of sales tax between the federation and states, the EAC has 
recommended that an arrangement without any change in Constitution is possible where the Centre 
can collect taxes, but they do not form part of Divisible Pool but are directly transferred to provinces. 
 
This will make the administration of sales tax more efficient and consistent and greatly reduce cost 
of doing business. Any such arrangement will have to be cognisant of the concerns about impact on 
revenue collect due to ownership of tax. A mechanism to ensure that the focus of the Centre remains 
on proper revenue collection of a tax from which it gets no share shall be a part of such arrangement. 
 
The EAC has further recommended that alternate option can be to harmonise the tax code and 
integrate certain processes. In this case the provinces and Centre will have similar harmonised tax 
codes, an integrated automated front end for the tax payer to perform all actions that need to be done 
voluntarily, including filing joint tax returns and automated exchange of information. This will 
reduce the cost of doing business to some extent and make it harder for taxpayers to play the tax 
administrations off against each other to evade taxes. 
 
“One possible solution can be to hand over collection of tax on service in sectors that generally 
operate in multiple provinces to the Centre since they are the one most troubled by fragmentation. 
For the rest of the services, the provinces can keep collecting sales tax on service but with and 
integration and harmonisation of the procedures such as filing joint tax return, they concluded. 
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