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Curtailment of taxman’s role  
Federal Board of Revenue (FBR) is reportedly planning to introduce e-FBR virtual set-up that would allow 
for registration, monitoring and tax payments of new taxpayers without any interaction with the tax 
department. If the Chairman FBR, Syed Shabbar Zaidi, is successful in this endeavour then he would have 
met a long-standing demand of the large companies he represented while he was a partner in the 
internationally renowned chartered accountancy firm of A G Ferguson: that they are willing to pay their due 
taxes but that the tax officials compel them to be complicit in tax avoidance and/or tax evasion. 
Additionally, the Chairman FBR has already barred field formations to raid the premises of existing 
taxpayers without the express approval of the FBR Member Inland Revenue Operations and there would be 
no suspension from active taxpayers list unless there is a personal interaction with the owner of the 
business/CEO. All these measures are to instil confidence amongst the taxpayers that tax officials can no 
longer exert pressure on them to evade/avoid taxes. 
 
A new taxpayer using the e-virtual set-up would no longer be asked questions by FBR officials for one to 
two years, not until there is a major discrepancy, though the major discrepancy is not yet defined. 
Furthermore, there is need to assure the new taxpayers that there will be no questions asked pertaining to the 
period before they become taxpayers, otherwise the fear of being held accountable for taxes in respect of six 
years prior to filing of tax returns may deter entrants into the tax net. And under a single portal all taxpayers 
would be provided a common platform and hyper link to file both federal and provincial sales tax returns 
(effective 1 August) which has been a long-standing demand of taxpayers. 
 
The world is no longer looking the other way with respect to those who evade and/or avoid taxes in their 
home country and international treaties are making it more and more difficult to transfer wealth from one 
jurisdiction to another to evade taxes. Pakistan signed the Multilateral Convention on Mutual Administrative 
Assistance in Tax Matters in 2016 at OECD headquarters - a treaty that provides for all forms of 
administrative assistance in tax matters: exchange of information on request, spontaneous exchange, 
automatic exchange, tax examinations abroad, simultaneous tax examinations and assistance in tax 
collection. Pakistan is also a member of the Base Erosion and Profit Shifting (BEPS) inclusive framework 
that refers to tax planning strategies that exploit gaps and mismatches in tax rules to artificially shift profits 
to low or no-tax locations where there is little or no economic activity. 
 
However, in Pakistan, small traders/wholesalers operate outside the tax net and this was the reason why the 
International Monetary Fund (IMF) insisted that all those with ability to pay tax and who had been hitherto 
operating outside the legal economy must begin to file returns - a condition of the 6 billion dollar 39-month 
bailout package which is not only fully supported by the Chairman of the FBR but also by Prime Minister 
Imran Khan. The Prime Minister has repeatedly stated that he would not back down from making it 
mandatory for traders to file returns (as well as all those operating outside the legal economy). This is 
supported by not only economists but also generally by the salaried class people who were till now bearing 
the bulk of the burden of direct taxes. It may be recalled that previous administrations, including the Nawaz-
led and Zardari-led governments, invariably backed down from this measure as and when the traders 
launched their country wide protests. 
 
To conclude, one would hope that the traders take advantage of the e-virtual set-up and begin to file returns 
which in turn would enable the government to lift the existing heavy reliance on indirect taxes whose 
incidence is greater on the poor than the rich and instead the onus begins to shift to those with the ability to 
pay as in most developed countries. 
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